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Summary 

 

From a South African perspective, the government has undertaken a number 

of initiatives to accelerate financial inclusion within the country. Although 

South Africa has a sophisticated financial sector characterised by well-

developed infrastructure and technology, the economy remains primarily 

cash-based owing to the large informal sector. This sector of the economy 

has shaped the way South African companies serving this market disburse 

funds by sourcing low-risk, cost-saving payment mechanisms.  

 

A product that addresses these needs is the prepaid card product which, to 

date, has not performed as well as other card products in South Africa. While 

inclusion in the mainstream financial marketplace has long been on the 

minds of policymakers, the policy guidelines of the prepaid card that could be 

adopted to accelerate financial inclusion is vague. This places the banking 

sector in a tricky position of understanding how to tap into this market and 

capitalise on the opportunity. Hence it is imperative that the banking sector 

understands what the implications of a deficient policy are, so that it can be 

remedied, as this has a benefit that is two-fold: facilitating government’s 

objective of increasing financial inclusion and at the same time creating 

business value for the banking sector. 

 

Consequently, the purpose of this study is to determine the factors that 

impact the take-up decisions for prepaid cards within South Africa. In light of 

this, the study investigates the influence of deficient policy guidelines on 

insufficient customer education, risk-based issuance by banks, inadequate 

customer education and the poor performance of the prepaid card.  

 

Following a review of existing theoretical and empirical studies, a hypothesis 

is developed with five independent variables. This study uses a survey 

questionnaire for primary data collection and the data is used to test the 
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hypotheses quantitatively. Through SmartPLS statistical software - and by 

means of Structural Equation Modeling (SEM) - the significance of the 

variables in this study is determined from a sample of 140 respondents who 

were employed by businesses issuing prepaid cards across South Africa. The 

purpose of SEM is to test the causal relationship between the variables. 

Additionally, SmartPLS also provides the significance of the proposed 

relation, using the bootstrapping method. 

 

For this study, the researcher did not start with Exploratory Factor Analysis, 

which is usually the case when a researcher designs his own measurement 

instruments for the variables of interest. In this case, the researcher started 

with factor analysis, which is focused on confirming that the measurement 

instruments are still reliable and valid. Confirmatory factor analysis using 

SPLS, is used to verify the factor structure of the set of observed variables 

which allows for the testing of the hypotheses. Cronbach’s coefficient alpha is 

used to establish reliability of the measurement scale; Composite Reliability 

was conducted to further establish reliability of the measurement scale. To 

establish validity of the measurement of instruments, Convergent Validity is 

assessed using the factor loadings and item to total correlation values. 

Discriminant Validity is assessed using the Average Variance extracted and 

Inter-Construct Correlation Matrix. In terms of Path Modelling, a path 

analysis is performed to indicate the path coefficient with T-statistics 

determined to establish significance levels of the six linear relationships 

between the five research constructs.  

 

The findings reveal that four of the hypotheses are supported and two are 

rejected. In addition, the findings reveal that deficient policy guidelines are 

the key antecedents for consumer take-up intentions in terms of prepaid 

cards with it having the greatest impact on customer support initiatives. 

These findings - on the whole - indicate that the study’s theoretical 
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proposition is valid and acceptable. The research study has implications for 

both policy makers and the banking sector.  

 

In addition, in terms of academia, the current study contributes to existing 

studies on the relationship between product policy and product take-up. On 

the practical front, the current study also has some implications for product 

practitioners/innovators in South Africa.  

 

It is hoped that the findings of this study will contribute immensely to theory 

and will also inform practice. Likewise, the same results will undoubtedly 

provide meaningful theoretical insights along with practical ramifications. It is 

also anticipated that the findings of this study will go a long way in guiding 

future research endeavours. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



viii 
 

Table of Contents 
Declaration of authenticity ............................................................... iii 

Acknowledgements ...........................................................................iv 

Summary ........................................................................................... v 

List of Tables ................................................................................... xiv 

List of Figures .................................................................................. xiv 

List of Acronyms .............................................................................. xvi 

CHAPTER ONE: OVERVIEW OF THE STUDY ......................................... 1 

1.1 Introduction ................................................................................ 2 

1.1.1 Context of Study ........................................................................................... 8 

1.1.2 Ontological Perspective ............................................................................ 13 

1.1.3 Epistemological Perspective ................................................................... 14 

1.3 Purpose of the Study ................................................................. 16 

1.4 Research Objectives .................................................................. 16 

1.4.1 Theoretical Objectives .............................................................................. 16 

1.5 Empirical Objectives .................................................................. 16 

1.6 Research Questions ................................................................... 17 

1.7 Justification for the Study ......................................................... 18 

1.8 Significance of the Study ........................................................... 20 

CHAPTER TWO: LITERATURE REVIEW ............................................. 23 

2.1 Introduction .............................................................................. 24 

2.2 The Theoretical Framework ....................................................... 24 

2.2.1. Theory of Constraints .............................................................................. 24 

2.3 Empirical Review ....................................................................... 25 

2.3.1 Deficient Policy Guidelines ...................................................................... 26 

2.3.2 Insufficient Customer Education .......................................................... 30 



 

  

2.3.3 Risk-Based Issuance by Banks ............................................................. 35 

2.3.4 Inadequate Customer Support.............................................................. 39 

2.3.5. Sluggish Product Performance ............................................................. 42 

2.3.6 Conclusion of Literature Review ........................................................... 45 

2.4 Chapter Summary ...................................................................... 45 

CHAPTER THREE: CONCEPTUAL MODEL AND HYPOTHESIS 

DEVELOPMENT ................................................................................. 46 

3.1 Introduction .............................................................................. 47 

3.2 Conceptual Model ...................................................................... 47 

3.3 Hypothesis Development ........................................................... 48 

3.3.1 Deficient Policy Guidelines and Insufficient Customer Education
....................................................................................................................................... 48 

3.3.2 Deficient Policy Guidelines and Risk Based Issuance by Banks 50 

3.3.3 Deficient Policy Guidelines and Inadequate Customer Support51 

3.3.4 Insufficient customer education and Sluggish Product 
Performance ............................................................................................................. 53 

3.3.5 Risk Based Issuance by Banks and Sluggish Product 
Performance ............................................................................................................. 55 

3.3.6 Inadequate Customer Support and Sluggish Product 
Performance ............................................................................................................. 57 

3.4 Chapter Summary ...................................................................... 59 

CHAPTER FOUR: RESEARCH METHODOLOGY .................................... 61 

4.1 Introduction .............................................................................. 62 

4.2 Conceptual Model ...................................................................... 62 

4.3 Research Philosophy ..................................................................................... 64 

4.3.1. Ontology ....................................................................................................... 65 

4.3.2. Epistemology .............................................................................................. 66 

4.4 Research Design ........................................................................ 68 

4.4.1 Quantitative Approach .............................................................................. 69 



 

  

4.5 Sampling Design ........................................................................ 70 

4.5.1 Target Population ....................................................................................... 71 

4.5.2 Sampling Frame .......................................................................................... 72 

4.5.3 Sample Size .................................................................................................. 73 

4.5.4 Sampling Method ........................................................................................ 73 

4.5.5 Measurement Instruments ..................................................................... 74 

4.5.6 Participation of Respondents in this Study ...................................... 75 

4.6 Chapter Summary ...................................................................... 75 

CHAPTER FIVE: DATA ANALYSIS APPROACH ................................... 77 

5.1 Introduction .............................................................................. 78 

5.2 Hypotheses Testing ................................................................... 78 

5.2.1 Introduction to Hypotheses Testing .................................................... 78 

5.2.2 Reliability and Validity of the Measurement Instrument ............ 78 

5.2.3 Reliability of the Measurement Instrument ..................................... 79 

5.2.4 Reliability: Cronbach’s alpha analysis ................................................ 79 

5.2.5 Composite Reliability (CR): Alternative to Cronbach’s alpha .... 80 

5.2.6 Validity of the Measurement Instrument .......................................... 81 

5.2.7 Convergent Validity ................................................................................... 81 

5.2.8 Discriminant Validity ................................................................................. 82 

5.3 Structural/Path Model Evaluation.............................................. 83 

5.3.1 Data Coding using Excel Spreadsheet ............................................... 85 

5.3.2 SPSS and SmartPLS statistical software ........................................... 85 

5.3.3 Confirmatory Factor Analysis (CFA) .................................................... 85 

5.3.4 Path Modeling .............................................................................................. 86 

5.3.4.1 Strengths of SEM ................................................................................ 88 

5.3.4.2 A Definition of SmartPLS ................................................................. 89 

5.3.4.3 Conclusion of Data Analysis Approach ....................................... 90 

5.4 Analysis of Results .................................................................... 91 

5.4.1 Introduction .................................................................................................. 91 

5.4.2 Descriptive Results .................................................................................... 92 



 

  

5.4.3 Descriptive Statistics................................................................................. 93 

5.4.4 Confirmatory Factor Analysis............................................................... 123 

5.4.5 Composite Reliability .............................................................................. 125 

5.4.6 Validity of the Measurement Instruments ...................................... 126 

5.4.6.1 Convergent Validity ......................................................................... 126 

5.4.6.2 Discriminant Validity ....................................................................... 129 

5.4.7 Path Modeling Results of the Conceptual Model .......................... 131 

5.4.7.1 Hypothesis Testing .......................................................................... 132 

5.5 Chapter Summary .................................................................... 133 

CHAPTER SIX: DISCUSSION OF RESULTS, LIMITATIONS, 

RECOMMENDATIONS, IMPLICATIONS AND FUTURE DIRECTION .... 135 

6.1 Introduction ............................................................................ 136 

6.2 Research Findings ................................................................... 136 

6.2.1 Hypothesis One (H1): Deficient Prepaid Card Policy and 
Insufficient Customer Education .................................................................... 136 

6.2.2 Hypothesis Two (H2): Deficient Prepaid Card Policy and Risk-
Based Issuance by Banks ................................................................................. 136 

6.2.3 Hypothesis Three (H3): Deficient Prepaid Card Policy 
Guidelines and Inadequate Customer Support ........................................ 137 

6.2.4 Hypothesis Four (4): Insufficient Customer Education and 
Sluggish Product Performance ........................................................................ 137 

6.2.5 Hypothesis Five (5): Risk-Based Issuance by Banks and 
Sluggish Product Performance ........................................................................ 138 

6.2.6 Hypothesis Six (6): Inadequate Customer Support and 
Sluggish Product Performance ........................................................................ 138 

6.3. Discussion of the Findings ...................................................... 138 

6.3.1 Deficient Prepaid Card Policy and Insufficient Customer 
Education ................................................................................................................. 141 

6.3.2 Deficient Prepaid Card Policy and Risk-Based Issuance by 
Banks ........................................................................................................................ 142 

6.3.3 Deficient Prepaid Card Policy and Inadequate Customer 
Support ..................................................................................................................... 143 



 

  

6.3.4 Insufficient Customer Education and Sluggish Product 
Performance ........................................................................................................... 145 

6.3.5 Risk-Based Issuance and Sluggish Product Performance ........ 146 

6.3.6 Inadequate Customer Support and Sluggish Product 
Performance ........................................................................................................... 147 

6.4 Implications of the Findings .................................................... 148 

6.5 Recommendations ................................................................... 150 

6.5.1 The Larger Context: Altering Poor Performance of Prepaid 
Cards ......................................................................................................................... 152 

6.5.2 Overall Recommendations .................................................................... 156 

6.6 Contributions and Ramifications/Implications ........................ 156 

6.6.1 Overall Research Contribution ............................................................ 156 

6.6.2 Contribution to knowledge.................................................................... 157 

6.6.3 Contribution to practice ......................................................................... 157 

6.7 Implications ............................................................................ 158 

6.7.1 Policy Implications ................................................................................... 159 

6.7.2 Banking Sector Implications ................................................................ 161 

6.8 Conclusions ............................................................................. 165 

6.8.1 Conclusion on Deficient Prepaid Card Policy and Insufficient 
Customer Education ............................................................................................ 165 

6.8.2 Conclusion on Deficient Prepaid Card Policy and Risk-Based 
Issuance by Banks ............................................................................................... 165 

6.8.3 Conclusion on Deficient Prepaid Card Policy and Inadequate 
Customer Support ................................................................................................ 166 

6.8.4 Conclusion on Insufficient Customer Education on Sluggish 
Product Performance........................................................................................... 166 

6.8.5 Conclusion on Risk-Based Issuance by Banks on Sluggish 
Product Performance........................................................................................... 167 

6.8.6 Conclusion on Inadequate Customer Support on Sluggish 
Product Performance........................................................................................... 167 

6.8.7 Overall Conclusion ................................................................................... 167 



 

  

6.9 Limitations of this Study .......................................................... 168 

6.10 Scope of the Study ................................................................. 169 

6.11 Conclusions of the Study ....................................................... 169 

6.12 Ethical Considerations ........................................................... 171 

6.13 Future Direction .................................................................... 172 

6.14 Chapter Summary .................................................................. 173 

7. REFERENCES .............................................................................. 175 

8.  APPENDIX ................................................................................ 207 

 

 

 



xiv 
 

List of Tables 
 
Table 1:  Year-on-Year Card Growth in South Africa ................................. 11 

Table 2:  Hypotheses for the Study ........................................................ 59 

Table 3:  Cronbach’s Alpha Test For The Study In Question .................... 125 

Table 4:  Composite Reliability ............................................................ 126 

Table 5:  Measurement Accuracy Assessment and Descriptive Statistics ... 128 

Table 6:  Average Variance Extracted ................................................... 129 

Table 7:  Inter-Construct Correlation Matrix .......................................... 130 

Table 8:  Hypothesised Relationships ................................................... 133 

 

List of Figures 
  

Figure 1:  South African Prepaid Market Size (VISA, 2012) 5 

Figure 2:  The South African Regulatory Landscape 27 

Figure 3:  Conceptual Model 48 

Figure 4:  A Graphical Representation of the Methodology of the Study, 

(Mhlophe, 2015) 64 

Figure 5:  A Graphical Illustration of the Research Philosophy 65 

Figure 6:  Research Models Linked to Ontology, (Mhlophe, 2015) 66 

Figure 7:  Steps in the Execution of SEM (Chinomona, 2014) 84 

Figure 8:  CFA Model (Mhlophe, 2015: adopted from Khine et. al., 2013) 86 

Figure 9:  A diagrammatic representation of the overall data analysis 

approach 88 

Figure 10:  Gender and Pie Chart 93 

Figure 11:  Employment Status and Pie Chart 94 

Figure 12:  Position at Company and Pie Chart 95 

Figure 13:  Level of Education 96 



xv 

 

Figure 14:  Income 97 

Figure 15:  Function Department in the Organisation 98 

Figure 16:   Policy Facilitates Easy Business 99 

Figure 17:  Negative Impact on Business 100 

Figure 18:  Clarity of Policy 101 

Figure 19:  Benefit of Aligning Regulated and Unregulated Prepaid Cards 102 

Figure 20:  Inclusion of Key Policy Guidelines 103 

Figure 21:  Customer Education Meeting Customer Needs 104 

Figure 22:  Communication of Customer Issues 105 

Figure 23:  Customer Education Initiatives on Customer Attraction 106 

Figure 24:  Issues Pertaining to Customer Education 107 

Figure 25:  Customer Education Initiatives Impact on Complaints 108 

Figure 26:  Awareness During Sales Process 109 

Figure 27:  Risk Appetite Effect on Business 110 

Figure 28:  Policy Conduciveness to Growth 111 

Figure 29:  Regulation Impact on Product Usage 112 

Figure 30:  Applicability of the Prepaid Product for South Africa 113 

Figure 31:  Appropriateness of Customer Support 114 

Figure 32:  Differentiation of Support between Banks 115 

Figure 33:  Product Functionality Alignment to Support Process 116 

Figure 34:  Support Impact on Business 117 

Figure 35:  Impact of Bank Support on Fraud 118 

Figure 36:  Platform Ease of Use 119 

Figure 37:  Customer Perception of Value against Cost of Product 120 

Figure 38:  Customer Choice when Making a Payment 121 

Figure 39:  Understanding of Customer Requirements 122 

Figure 40:  Understanding of Product Attributes and Benefits 123 

file:///C:/Users/F2991187/Desktop/Dissertation%20VP%20%2025%20June%20%20THE%20INFLUENCE%20OF%20POLICY%20ON%20REGULATED%20PREPAID%20CARD%20PERFORMANCE%20IN%20SOUTH%20AFRICA.docx%23_Toc486433288


xvi 

 

Figure 41:  Path Modelling Results and the Item Loadings for the Research 
Constructs 131 

Figure 42:  Overall Research Findings and Conceptual Model 150 

 

List of Acronyms 

 
 

Key Abbreviations/Acronyms 

  

AVE   -  Average Variance Extracted  

CFA   -  Confirmatory Factor Analysis 

CFPB   -  Consumer Financial Protection Bureau 

CR   -  Composite Reliability 

DPG   -  Deficient Policy Guidelines 

FATF   -  Financial Action Task Force 

FATF/ESAAMLG -  Financial Action Task Force/Eastern and  

                                               Southern Africa Anti-Money Laundering  

     Group 

FICA   -  Financial Intelligence Centre Act 

FIC   -  Financial Intelligence Centre 

GDP   -  Gross Domestic Product   

ICE   -  Insufficient Customer Education 

ICS   -  Inadequate Customer Support 

KYC   -  Know Your Customer 

NPS   -  National Payment System 

PASA   -  Payments Association of South Africa 

PGESA  -  Prepaid Global Exchange Southern Africa 

PIN   -  Personal Identification Number 

PLS   -  Partial Least Squares 

R&D   -  Research and Development  

RBI   -  Risk Based Issuance 



xvii 

 

SADC   -  Southern African Development Community 

SARB                    -                  South African Reserve Bank 

SEM   -  Structural Equation Modeling 

SmartPLS  -  Smart Partial Least Squares 

SME   -  Subject Matter Experts 

SPP   -  Sluggish Product Performance 

SPSS    -  Statistical Package for the Social Sciences 

TCF   -  Treat Customers Fairly 

TOC   -  Theory of Constraints 

VISA   -  Visa International Service Association

 

 

  



1 
 

 

 

 

 

 

CHAPTER ONE: OVERVIEW OF THE STUDY 

 

 

 

 

 

 
 

 
 

 

 
 

 
 

 
 

 
 

 
 

 
 

 

 

 



2 

 

1.1 Introduction  

 

In the business environment, various factors influence how well a product 

performs. In the case of prepaid card performance, the development and 

maintenance of a profitable prepaid card model is essential to its 

performance. This entails managing card issuance and fulfilment, customer 

education, customer support, the regulatory landscape and the fee structure 

in a competitive environment. Aided by card associations, banks around the 

world are able to issue card products to their customers. As maintained by 

Prasad (2016) card associations – such as VISA and Master Card - are 

responsible for a payment system. Both of these associations act as 

franchisers, lending their names to card products of member banks and act 

as a guarantor of payment to merchants who accept these card products. 

VISA and Master Card are not companies with debit, prepaid or credit card 

products but functions for bankers to provide a global network to give 

authorisation, clearing and settlement of card transactions. They essentially 

are a financial network that facilitates acquiring and accessibility to financial 

institutions.  

The evolution of plastic cards came naturally. Initially, purchases were made 

at a country store and buyers paid their bills as they had money or at the 

end of each month. Cash has always featured strongly as a payment 

mechanism mainly because of convenience and it not having a trail. (Federal 

Reserve Bank of St. Louis, 2011) Despite the steady growth in non-cash 

payment methods, the total value of banknotes in circulation continues to 

rise year-on-year beyond the rate of inflation. Briglevics and Schuh (2014) 

indicate that the average stock of cash carried for transactions has fallen 

30% in real terms since the mid-1980s and the typical amount of cash 

withdrawn has fallen 40%. However, the number of withdrawals have 

actually increased and cash still accounts for more than one in four payments 

made by consumers.  
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As trust grew in banking in general, payment mechanisms evolved. Narayan 

and Pritchett (1999) and Algan and Cahuc (2010) go further to say that trust 

is an essential element of economic transactions and an important driver of 

economic development. Later credit limits were defined and 90-day credit 

limits were introduced. Credit cards were then introduced which represented 

borrowed money: first came the paper-based credit card with the full 

payment being due at the end of each month. Credit cards are short-term 

lines of consumer finance, with varied terms, which allow an individual to 

consume an assured and an acceptable amount of money which is returned 

at regular intervals (Norudin & Norudin, 2005).  

 

In the 1950s MasterCard and Visa came into being and the revolving charge 

card was introduced where cardholders were not expected to pay the total 

balance at the end of each month. In 1984, a new tool came about where 

banks began issuing the debit card where the payment is withdrawn from the 

cardholder’s bank account at their convenience. The debit card replaced cash 

and cheques. Mercatanti and Li (2014) define ‘debit cards’ as cards which 

enable the holder to make purchases which are directly charged to funds in 

his account at a banking institution.  

 

Then a new trend emerged, the prepaid card. The trend began with the 

prepaid phone cards in the late 1980s and then the stored value card 

(prepaid card used to make purchases) in the 1990s. Choo (2009) defines 

‘prepaid cards’ as cards with data encoded in either a magnetic stripe or a 

computer chip that are preloaded with a fixed amount of electronic currency 

or value. These cash-based cards can be redeemed or transferred to 

individuals and/or merchants in a manner that is similar to spending physical 

currency or using account-based cards.  

 

Prepaid cards were introduced into the payments market in South Africa at 

the beginning of the 2000s as an alternative to credit cards and debit cards.     
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Prepaid cards began as a mechanism used to pay for goods and services 

where the issuer does not need to conduct any analysis on the cardholder’s 

credit standing or bear the costs for opening and managing a payment 

account. It may therefore be termed as a ‘pay-as-you-go’ card. Some are 

single usage and others are reloadable. Over the years as the prepaid card 

gained popularity, it replaced a number of services and products. There are 

two variants to the prepaid card: 

 A closed-loop card is where the funds on the card can only be spent at 

pre-selected merchants. 

 The open loop card which is associated with a card association (namely 

MasterCard or VISA). These cards will be accepted as a method of 

payment by any shop displaying the association logo. 

In the business environment, various components influence how well the 

prepaid card performs. For card issuers, developing and maintaining 

profitable prepaid card models is essential. This entails effectively managing 

card issuance and fulfilment, customer education, the regulatory landscape 

and the fee structure in a competitive environment. Card issuers have to 

adopt practices that will ensure survival and success, as well as abilities to 

adapt to changes in the business environment over which it has no control 

over. These changes include interest rates, growth or contraction of the 

economy, competition, inflation and the availability and cost of labour. 

 

According to the Prepaid Global Exchange Southern Africa (PGESA) (2011), 

the South African prepaid market is a niche industry which has a number of 

sub-niches. The PGESA (2011) further maintains that South Africa is not 

dissimilar to the advanced USA and UK prepaid markets as South Africa has 

a growing prepaid industry.  In an updated study on the Prepaid Market 

Sizing, conducted in 2012, there is a significant difference between the 

prepaid segment opportunity and the prepaid cardable opportunity. (VISA 
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Inc, 2012). This study concentrates on cardable opportunities. Griggs (2009) 

elaborates on the cardable opportunities, stating that it is driven by the 

demands of a more tech-savvy generation, improved reliability, the success 

of prepaid cards in current applications, decreasing costs, and the increasing 

confidence in the global market. 

Figure 1 illustrates the prepaid market sizing in South Africa. 

 

 

Figure 1:  South African Prepaid Market Size (VISA, 2012) 

 

The PGESA (2011) further advocates that prepaid cards should not be viewed 

as a payment instrument equivalent to cash, cheques or debit and credit 

cards as these are also a set of benefits to issuers, buyers and recipients. 

Chakravorthi and Lubasi (2006) purport that prepaid cards allow recipients -

without relationships with financial institutions - to make electronic 

payments.  
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In addition, prepaid cards allow issuers to restrict the types of merchants or 

products that can be bought by recipients. For stakeholders, it represents 

incremental sales, high-margin sales, more shop traffic and possibly 

breakage funds. For recipients of prepaid cards, the following features are 

particularly appreciated by cardholders: convenience, ubiquity of acceptance, 

instant access to funds and account information, simplicity and transparency 

of fees and cost effectiveness (Romich, Gordon and Waithaka, 2009). 

Within the framework of the prepaid card domain, the following markets 

exist: consumer to consumer, business to consumer, business to employee, 

business to business and government to consumer (Chakravorthi and Lubasi, 

2006).  Research by the PGESA (2011) brings to the fore a number of 

applications for prepaid cards in South Africa ranging from single usage to 

multiple usage cards. Gift cards purchased from banks, retailers or service 

providers normally have a single use. Government disbursements are 

another application through which social benefits are paid out. These cards 

can also be used by government for petty cash, relocation benefits and for 

purchases. A third application is in the business space where corporates use 

prepaid cards to pay out incentives and benefits to employees, customers 

and partners. Payroll cards have become increasingly popular especially 

within the unbanked community. Another application for prepaid cards are 

expense type transactions where a company would load funds for fuel on to a 

reloadable prepaid card. The transit card is another application for prepaid 

cards: a commuter purchases and loads a transit product or value on to the 

card instead of paper-based ticketing.  

Reimbursement is a growing application where a company would need to 

reimburse an individual for a particular reason, e.g. an insurance claim, 

refunds, etc. General purpose reloadable cards are cards which are typically 

bought by consumers who do not qualify for - or choose not to use - a debit 

or credit card. The researcher concurs with Sims and Sossei (2013) as well 
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as Romich et. al., (2009) that recipients prefer prepaid cards for the 

following reasons: 

Cost - Cardholders are able to access their payments without incurring 

monthly account paying fees; 

Safety and Security - Removes the need to carry cash or cash cheques; 

Access - The unbanked have greater options for accessing their funds;  

Immediate Liquidity/Speed - Cardholders have instant access to their 

funds; 

Financial Value - Prepaid cards are cheaper than cashing cheques or any 

generic bank product; 

Budgeting Tool/Discipline - Prepaid cards help cardholders limit spending 

and stay with budget. 

According to the National Payment System Amendment Act of 2000, central 

banks worldwide are constantly reviewing their regulatory position with 

regard to e-money in its various forms, including prepaid instruments. 

Prepaid cards fall within the ambit of prepaid instruments. Within the prepaid 

landscape, there are two types of prepaid cards: regulated cards issued via a 

card association or unregulated cards which are issued by a shop. The 

benefits, concerns and the opportunities around prepaid cards have been 

covered in several scholarly articles and journals (Grabarek, 2013; Herbst-

Murphy & Weed 2014; Bair, 2013). Particular reference is made by Furletti 

(2004) regarding poor regulation around prepaid cards: the anti-money-

laundering statute which applies in part to prepaid cards which has created 

additional uncertainty as to the responsibilities of prepaid card issuers. These 

developments have some people in the industry calling for government 

intervention. They argue that prepaid products are harmed by a lack of 

standards and clarity.  

To illustrate this, the Financial Intelligence Centre Act (FICA) 38 of 2001 

requires that financial institutions, card associations or both verify the 
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identities of their customers against lists of known terrorists, establish anti-

money laundering programmes, and assess the risk of customers using their 

products to support terrorism. Rinearson (2002) posits that the Act defines 

an account as a formal banking or a business relationship established to 

provide regular services. It is unclear whether the purchase of a prepaid card 

constitutes an account under the act. In the view of Rinearson (2002), 

legislation should not treat all prepaid products in the same way. Closed, 

semi-closed, semi-open, and open-system cards function differently. In most 

countries, prepaid gift cards do not necessarily require the same level of 

regulatory oversight as payroll cards 

The findings of the research study on the sluggish take-up of single-source, 

funded prepaid cards will prove to be ground-breaking, with sluggish being 

slow to respond or make progress. This encapsulates the meaning of 

performance of the prepaid card product. Despite the many applications for 

prepaid cards in South Africa, research around prepaid card policy is scant 

and the present study attempts to fill in this research gap by studying the 

influence of policy and regulation on prepaid cards and the implications of 

this relationship on the performance of the prepaid card product.  

The remaining part of the study is structured as follows: chapter 2 covers the 

literature review, chapter 3 details the conceptualisation of the research 

model and hypotheses, chapter 4 is the research methodology and design, 

chapter 5 consists of the data analysis approach, chapter 6 includes results 

and limitations, chapter 7 contains the recommendations, managerial 

implications and future direction of the study while chapter 8 covers the 

bibliography and chapter 9 contains the appendices. 

1.1.1 Context of Study 

The South African Finscope Study (2011) measures access to banking across 

four categories of financial products: transaction, savings, credit, and 

insurance products. This study includes both the formal and informal financial 
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sectors of the economy and indicates that 68% of adult South Africans use 

transaction products, 35% savings products, 50% insurance products and 

33% credit products. To pick up the pace on financial inclusion and reduce 

cash in the economy, South Africans need a less onerous, entry-level bank 

product. Gordhan (2011), the South African finance minister, emphasises 

that although South Africa has a sophisticated financial sector characterised 

by well-developed infrastructure and technology, the economy remains 

primarily cash-based owing to the large informal sector.  

Gordhan (2011) further elaborates that from a South African perspective, in 

the recent years government has undertaken a number of initiatives to 

accelerate financial inclusion. These include promoting entry into the banking 

sector, creating an enabling framework for cooperative banks, facilitating the 

entry of smaller dedicated banks, improving the governance arrangements of 

Postbank, and introducing deposit insurance for cooperative banks and 

improving access to housing and small business finance.  

 

Beck, Demirgu¨c-Kunt and Honohan (2009) maintain that the lack of access 

to finance is often the critical mechanism for generating persistent income 

inequality as well as slower economic growth. Beck et. al. (2009) further 

elaborate on the performance of formal financial systems which focus mainly 

on depth, efficiency and stability. The authors state that cross-country 

regressions have shown financial depth to be not only pro-growth but also 

pro-poor: economies with better-developed financial systems experience 

faster drops in income inequality and faster reductions in the levels of 

poverty. Mitton (2008) affirms that recent changes in the financial services 

industry have increased the risk of financial exclusion for some groups but 

have increased inclusion for others. Mitton (2008) emphasises that this will 

further widen the gap between the fortunate and less fortunate, and 

suggests that banks need to assist customers with low incomes to control 

their finances by offering suitable products. In view of this, prepaid cards 
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offer the unbanked population bite-sized banking – giving them access to 

banking and its infrastructure while developing a credit history.  

 

Prepaid cards work especially well in the under-banked communities and 

have a number of advantages as these require no approval, no credit check 

and no bank account. Those with no bank accounts - or with bad or non-

existent credit histories - can purchase and utilise prepaid cards. Prepaid 

cards have pre-set limits available, which mean over-spending is not 

encouraged and can help prevent debt accumulation. Prepaid cards also 

serve a huge need in the travel industry allowing travellers to manage their 

travel budgets. In addition, prepaid cards serve as a tool for parents to teach 

their children financial decision-making.  

 

Prepaid cards can help guard against fraud, if stolen, and as the card 

contains no personal information one’s bank account will not be drained 

therefore possibly adversely affecting one’s credit history. Zywicki (2013) 

concurs, maintaining that consumers who prefer prepaid cards express 

several reasons for using these: it imposes self-control and typically does not 

permit over drafting, prepaid cards are less expensive than a cheque account 

and prepaid cards give consumers privacy as these require less personal 

information than a traditional bank account. The disadvantages of prepaid 

cards include that they do not allow a cardholder to build a credit history, the 

fees on prepaid cards are not standardised and there is no clear policy and 

regulatory guidelines.  

 

According to The South African Reserve Bank (2000) central banks worldwide 

are constantly reviewing their regulatory position with regard to e-money in 

its various forms among others, Internet banking, mobile payments, mobile 

banking and prepaid instruments. Prepaid cards fall within the ambit of 

prepaid instruments. Within the prepaid landscape, there are two types of 

prepaid cards: regulated card issued via a card association, e.g. MasterCard 
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or Visa, or unregulated cards, e.g. Woolworths prepaid cards. This study 

focuses on regulated prepaid cards. Table 1 below illustrates the year-on-

year growth of the regulated card market in South Africa. 

Table 1:  Year-on-Year Card Growth in South Africa 

 

 
With reference to Table 1, prepaid cards are grouped together and reported 

under local debit cards. This in itself presents a problem as there is very little 

statistical information on the performance of the prepaid card available. It is 

sufficient to extrapolate from the table that debit cards are the second 

poorest-performing card product in the South African market behind petrol 

cards. 

 

South Africa is classified by the United Nations as a developing economy (UN, 

2007). Hough, Neuland and Bothma (2003) describe ‘developing economies’ 

to have:  

 

• Improving educational standards, literacy and work skills levels; 

• Relatively efficient technology systems; 

• Relative political stability and moving towards market-based 

economies; 

• Rapidly expanding financial services. 
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As a developing economy, South Africa exhibits opportunities for growth in 

financial services. Internationally the banking industry in South Africa is 

regarded as a sophisticated one, yet providing banking facilities to the 

‘unbanked’ in South Africa remains a challenge. Prepaid cards offer an 

opportunity to work towards financial inclusion for all as it serves as a feeder 

product into formal banking.  

 

Several scholarly articles cover the opportunities presented by prepaid cards. 

Orozco and Tescher (2007) posits that prepaid cards are a promising product 

to serve under-banked consumers that appeal to consumers’ need for 

liquidity, with funds available quickly and potentially at a lower cost than 

other alternatives for unbanked consumers. Zywicki (2013) concurs on the 

importance of prepaid cards for the unbanked population as these serve as a 

mechanism to make electronic payments. Zywicki (2013) further elaborates 

that lower-income families may opt for prepaid cards as they find prepaid 

cards less expensive after taking into account the entire cost of a bank 

account or credit card. Khashadourian and Syldy (2007) put forward the 

thinking that there is the alternative financial sector which has innovative 

products for the unbanked and under-banked which make taking up their 

services attractive; however this service offered by the alternative financial 

sector becomes far more expensive than banks when transactional activity 

increases thereby preventing many families from saving their hard-earned 

money and building credit.  

 

While the use cases for prepaid cards in the South African market are not 

dissimilar to that of the United States of America and Europe, the take-up of 

the product in South Africa has been slow while growth in the USA is 16.4% 

(Rhine, Jacob, Osaki and Tescher, 2007). According to Stroeh (2014), Europe 

is growing at 13% annually. This being the case, it could be imperative that 

the growing gap between the rich and the poor in South Africa be 

aggressively reversed by including the poor in economic activity and driving 
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financial inclusion with the aid of a flexible, easily adoptable entry-level 

banking product. It is also well known that financial exclusion forms part of a 

much wider social exclusion faced by some groups who lack access to quality 

essential services such as jobs, housing, education or health care. This is 

supported by Anderloni, Bayot, Błędowski, Drozdowska and Kempson (2008) 

who maintain that financial exclusion is deeply interrelated with social 

exclusion.  

1.1.2 Ontological Perspective 

Ontology is the starting point of all research, followed by one’s 

epistemological and methodological positions. It is a claim about what exists 

and what it looks like, what units make it up and how these units interact 

with each other. Ontology describes an individual’s view about the nature of 

truth or reality precisely. Is it an objective reality that truly exists or only a 

subjective reality, shaped in individuals’ minds (Easterby-Smith, Thorpe & 

Lowe, 2004)? 

 

The researcher’s expertise lies in card payments and being exposed to this 

high transactional environment with intricate networks consisting of banks, 

card associations, merchants and the cardholder which - on a daily basis - 

processes R100 billion’s worth of transactions.  With in-depth knowledge of 

all the card products in the card landscape, it perplexes the research that 

costlier card products (debit and credit) were more successful than the easier 

and more convenient prepaid card. Probing deeper, the researcher 

discovered that the product had been sluggish in the take-up owing to 

deficient policy. Thus, the product was available but guidelines regulating the 

product were weak. The researcher deduced that it is not necessarily the 

infancy of the prepaid product that is the causal factor for poor product 

performance. With this scenario emerged a new ontology as well as the 

epistemological paradigm thereafter. Realising the potential of the product - 

and having first-hand knowledge of its poor performance - the researcher 
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was motivated to perform research surrounding what actually hampers its 

success. 

 

Fundamentally, the ontology of most poorly performing products lies in poor 

market analysis whereby consumer needs are not fully understood. The 

researcher feels this has to be explored in order to come up with a new 

sustainable framework for prepaid cards.  

1.1.3 Epistemological Perspective 

“Epistemology is the study of knowledge — its modalities, requirements, 

contents, methods of acquisition, processes of verification, and connections 

to other central components of human existence. This entry addresses 

knowledge as a product of human practices that is acquired, validated, and 

sustained — or lost — in those practices” (Anderson, 2016). Wheeldon 

(2015:07) concurs with Rorty (1998) as he maintains:  “Modern 

epistemology is an attempt not only to situate efforts to understand the 

world in a set of assumptions, but also to legitimate the view that philosophy 

exists to obtain knowledge by the methodological interrogation of nature.” 

Epistemology centers on knowledge-gathering and the development of new 

models and theories. 

 

Over the last decade, the economy has been exposed to unstable global 

economic, financial and political environments. Adding to the volatility are 

the local financial markets. This has resulted in the introduction of stringent 

regulation within the financial sector in South Africa and the rest of the 

world. Against this cautious backdrop of a low growth trap in the country, 

South Africa still needs to win the battle against high unemployment, poverty 

and inequality. Policy makers have articulated these objectives in the 

conviction that financial inclusion can help poor households improve their 

lives and spur economic activity. It is the researcher’s view that the prepaid 

card product is instrumental in achieving the governments’ objective of 
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financial inclusion for all owing to it being a low-cost product, convenient, a 

safe store of value and assists with combating money laundering. 

 

Despite these many attributes, numerous businesses have failed to adopt the 

product. This action has resulted in slow growth in the prepaid card space 

and is an epistemology that explores the underlying factors and obtains 

knowledge on customer education, risk-based issuance and customer support 

around prepaid cards. 

 

Harnessed effectively, the findings of this study will provide guidelines on 

formulating an effective prepaid card policy and thereby promoting growth of 

the product. 

 

1.2 Problem Statement 

 

Several studies have examined prepaid cards and their different applications 

(The Wolfsberg Groups, 2011; Hitczenko & Mingzhu, 2014; Srivastava, 2014) 

but there is little research on product performance and the relationship 

between policy guidelines and product take-up. Although researchers have 

studied these constructs separately, as well as in different settings and 

context, few have addressed the slow take-up of the prepaid card product as 

opposed to debit and credit cards in South Africa. It might be expected that 

deficient policy guidelines are impacting the effectiveness of customer 

education programmes, the risk based issuance policies adopted by banks, 

ineffectual customer support models which ultimately impacts the take-up 

decision of the prepaid card product.  Wilson (2015) further explains that 

regulatory action ensuring uniformity across all prepaid card products will 

benefit all participants in the prepaid card value chain. 

 

In addressing the policy deficiencies, all stakeholders in the prepaid value 

chain will benefit; bankers will formulate product risk polices that are 
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commensurate to legislation; customer education will be comprehensive and 

appropriate for the product; customer support will suitable for the product 

and product adoption will increase. 

 

In light of this, the present study seeks to fill in this research gap and 

perhaps reveal a significant relationship between policy and customer 

education, the banking sector and inadequate support and its impact on 

product take-up. In filling this gap in academic work, the study will further 

aid future researchers by contributing mass empirical literature, findings and 

concepts that may encourage more studies.  

1.3 Purpose of the Study 

 

The purpose of this study is to investigate the influence of deficient policy 

guidelines, insufficient customer education, risk-based issuance by banks and 

inadequate customer support on the sluggish performance of the prepaid 

card product.  

1.4 Research Objectives 

1.4.1 Theoretical Objectives 

When making reference to purpose of the current study and the important 

variables that this study reviews literature on, the theoretical objectives:  

 To review literature on policy guidelines; 

 To review literature on customer education; 

 To review literature on the risk-based issuance by banks; 

 To review literature on the customer support;  

 To review literature on product performance. 

1.5 Empirical Objectives 

 

This entails the causal linkages or relationships that this study seeks to 

investigate, namely:  
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 The influence of deficient policy guidelines on insufficient customer 

education; 

 The influence of deficient policy guidelines on risk-based issuance by 

banks; 

 The influence of deficient policy guidelines on inadequate customer 

support; 

 The influence of insufficient customer education on sluggish product 

performance; 

 The influence of risk-based issuance by banks on sluggish product 

performance; 

 The influence of inadequate customer support on sluggish product 

performance. 

1.6 Research Questions 

 
An in-depth knowledge on prepaid card performance can help both the 

private and public sectors to realise the role prepaid cards play in facilitating 

financial inclusion while at the same time recommend regulatory protection 

for both issuers and consumers. To gain in-depth knowledge needed on 

prepaid card performance, this study seeks to answer the following research 

questions:  

 What impact do policy guidelines have on prepaid card performance?  

 Do deficient policy guidelines influence insufficient customer 

education? 

 Do deficient policy guidelines influence risk-based issuance by banks? 

 Do deficient policy guidelines influence inadequate customer support? 

 Does insufficient customer education influence sluggish product 

performance? 
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 Does risk-based issuance by banks influence sluggish product 

performance? 

 Does inadequate customer support influence sluggish product 

performance? 

1.7 Justification for the Study 

 

The rationale for this study is to highlight the need for this enquiry and 

demonstrate why this study is worth the resources, time and effort and. Most 

importantly, the rationale reveals the likely contributions of this study to the 

existing body of literature as well as informs policymakers who would be in a 

better position to create or revise the prepaid card policies on the basis of 

the findings of this study in a way that promotes the prepaid card market. 

 

Primarily, this study seeks to uncover the implications of deficient policy 

guidelines for customer education, card issuance, customer support as well 

as growth of the prepaid card product and at the same time display how 

policy clarity is essential for the overall performance of the entire prepaid 

card value chain. Issuers of prepaid cards are frustrated with the weak laws 

around prepaid cards. In some instances they are not sure on the 

interpretation of the regulation. This argument is sustained by Furletti (2004) 

who maintains that there is discomfort around the unsettled nature of the 

laws and regulations that surround this payment innovation. The author 

further points out that merchants and banks state the unsettled legal 

environment is one of the most challenging aspects of the prepaid business.  

According to Budnitz (1997), there is evidence that customer knowledge on 

prepaid cards is limited. The author further comments that consumers do not 

fully understand the product attributes and may not spend all the value on 

their cards thus forfeiting the value to the card issuers. This sentiment is 

supported by Wilson (2015) who maintains that there is huge confusion 
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around prepaid card fees with some brands exhibiting predatory fee 

structures. 

In terms of regulation for banking models that can bring financial services to 

all, traditional banking regulation needs to be adapted to enable all 

commercial players to experiment with new models while still protecting the 

stability of the financial system. According to a study conducted by the Bill 

and Melinda Gates Foundation (2010), although there is some international 

experience suggesting that such models may be viable, it is still early for 

regulators to be prescriptive and that at this point in time, regulation should 

focus on enabling a range of new models while ensuring that all models 

adhere to basic security and consumer protection standards, know-your-

customer norms, and transaction limits.  

The results of the research will be highly beneficial to FIC, the NPS [a division 

of the South African Reserve Bank (SARB)], PASA and the banking sector 

who is accountable for regulating the financial services sector, while at the 

same time growing the economy.  

A review of the relevant literature shows that studies on the prepaid card 

industry - which include regulation, its applications, acquisition strategies, 

product adoption and performance - have largely been conducted 

internationally, in Europe by MasterCard (2014) and in the United States of 

America by Rhine et.al. (2007). Cheney (2005) elaborates further by stating 

that the regulation of prepaid cards - to develop effective consumer-

protection laws - is complicated by the many prepaid card products in the 

marketplace.  

 

There are few studies that have been conducted from a South African 

context, in addition, empirical evidence on the prepaid card industry is 

insufficient and focuses primarily on unregulated prepaid cards. Therefore, 

this study chooses to focus on regulated prepaid cards with single-source 
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funding issued by businesses. A further justification for the study is the 

findings of the study conducted by the PGESA (2011) where it was found that 

the prepaid card products launched by the banking sector are struggling to 

grow and sales have been slow.  

 

This study aims to leverage off the theory of constraints by Goldratt (1984) 

to establish the implications of deficient policy guidelines for prepaid cards on 

customer education, card issuance, customer service and support as well as 

the growth of the product while at the same time adding to the body of 

knowledge for all stakeholders in the prepaid card landscape. Given this 

background, and based on the available research on prepaid cards in general, 

one of South Africa’s vehicles for the nation’s economic growth should be 

prepaid services, in which the prepaid card is a forerunner as it removes cash 

from the ecosystem while being a safe and convenient mechanism for 

trading. There is a need for the South African banking sector to formulate 

innovative banking solutions for the previously excluded communities as a 

possible solution to the prevailing economic challenges. Kostov, Arun and 

Annim (2014) support the notion that there are four pre-requisites for 

improved access to financial services - availability, reliability, flexibility and 

continuity of access to financial services – all of which are inherent in the 

prepaid card product. 

1.8 Significance of the Study 

 

The significance of carrying out this study is to provide answers to - and 

further explore the implications and impact of - the current prepaid card 

policy guidelines and the bearing this has on customer education, card 

issuance, product support which influence the growth of the prepaid card 

product in South Africa. This study complements the banking industry’s 

efforts by investigating how to create sustainable competence and improve 

their performance and competitiveness through the implementation of 

customer-centric practices and clear-cut policies that encourage collaboration 
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between the stakeholders. (These stakeholders are – as stated above – the 

FIC, the NPS, PASA and the banking sector who is responsible for the 

formulation of the guidelines and principles for prepaid cards.) The current 

study raises awareness of the importance of this phenomenon among these 

stakeholders who are part of the prepaid card value chain.  

From a South African perspective, the findings of this study aid a country 

that has a number of impoverished and unbanked residents by making entry-

level financial services available to them. The benefits of financial inclusion 

are not only significant for individuals but also for economies. Financial 

inclusion is linked to a country’s economic and social development, and plays 

a role in reducing extreme poverty. By making the prepaid card available to 

these communities, the banking sector will align with governments aim for 

financial inclusion for all without exposing this population to over-

indebtedness associated with credit products.  

The South African Finscope (2011) states that 66% of adults in South Africa 

are not saving and 43.1% of the population use non-bank products. In an 

effort to encourage South Africans to save more, the National Treasury 

introduced the tax-free savings account from 1 March 2015. This bid has 

however not yielded the desired behaviour of saving. South Africa saves too 

little when compared with its peers in other emerging markets. Gross savings 

in South Africa are equal to about 16.5% of GDP. In China, that figure is over 

50% and is over 30% in India, almost 30% in Russia, and over 18% in 

Brazil. While savings levels in BRICS countries have generally trended 

upwards over the years, savings levels in South Africa have remained flat. To 

encourage a culture of saving, the South African regulator needs to introduce 

entry-level banking products at the same level as prepaid cards with 

unambiguous policy. 

In terms of a market for the prepaid card, the PGESA (2011) maintains that 

prepaid products can switch the risk from the supply side (sellers) to the 
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demand (buyers), thus opening up a greater market extending services to 

otherwise perceived high-risk segments not eligible for pay-later alternatives.  

For the banking sector, prepaid cards can be viewed as a product that 

promotes compliance as regulated cards need to be issued within the Know 

Your Customer (KYC) guidelines, which are regulated by FICA which imposes 

duties on certain institutions to introduce anti-money-laundering measures, 

to train their employees, to report suspicious transactions to the FIC and to 

retain client information.  

Finally, this study serves as a baseline for future stakeholders in the prepaid 

card value chain and provides knowledge in policy-formulation studies. 
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2.1 Introduction 

 

Chapter One contains the background to this study thus the ontology to the 

study as well as the epistemology. This chapter discusses the framework of 

this research with its centrism on setting the scene for contextualising 

enticements that impact the take-up of the prepaid card product. The 

literature review chapter will commence with the discussion of the theoretical 

framework on which the study is grounded. The Theory of Constraints (TOC) 

– conceptualised by Goldratt (1984). This chapter will also discuss the 

research variables for this study which are Deficient Policy Guidelines (DPG), 

Insufficient Customer Education (ICE),  Risk Based Issuance by Banks (RBI), 

Inadequate Customer Support (ICS) and Sluggish Product Performance 

(SPP). The researcher hopes that this approach will result in a structured 

review. The chapter will conclude with a summary of the literature review. 

2.2 The Theoretical Framework 

According to Creswell (1994), the theoretical framework consists of literature 

that helps to understand the concepts surrounding the research more 

broadly. For this study, The Theory of Constraints (TOC) will be adopted and 

will form the underpinnings of this study. By and large, under the TOC, the 

intention is to understand what the constraint is in the system that is 

restricting the prepaid card from growing. 

2.2.1. Theory of Constraints  

The Theory of Constraints (TOC) – conceptualised by Goldratt (1984) - is an 

approach for addressing the most important limiting factor (i.e. constraint) 

that stands in the way of achieving a goal and then systematically improving 

that constraint until it is no longer the limiting factor.  

According to Goldratt (1984) organisational performance is influenced and 

shaped by constraints. These are restrictions that prevent an organisation 

from maximising its performance and reaching its goals. Constraints can 
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involve people, supplies, information, equipment, or even policies, and can 

be internal or external to an organisation. Manktelow (2004) and Rand 

(2000) elaborate further by explaining that the system's constraint is that 

part of the scheme that constrains the objective of the system. For 

moneymaking companies Goldratt (1984) defines the ‘objective’ as being to 

make more money, both now and in the future. In production-planning 

terms, the system's constraint is the bottleneck. 

According to the theory, the theory’s value lies in understanding and 

correcting what is holding the business back and how to address it. In this 

study, the heterogeneous application of TOC unravels what are the policy 

deficiencies within the prepaid card space that are impeding its growth which 

in turn provides guidance to the banking sector on how to enhance customer 

education, discourage risk-averse issuance as well as improve customer 

service and support which (in due course) will promote growth of the prepaid 

card industry. The aim is to ensure efficient alignment and valuable cohesion 

between policy makers and the banks resulting in unambiguous regulation on 

prepaid cards for improved growth of prepaid cards resulting in more 

business opportunities within the prepaid card value chain.  

2.3 Empirical Review 

 

In line with the empirical objectives, it is important to review literature 

surrounding the relationships between the constructs. As outlined by Myers, 

Well and Lorch (2010), the underlying assumptions of the hypotheses are 

based on the reasoning in the empirical review and in the conceptual model, 

as outlined later in this section. There are five research constructs which are: 

deficient policy guidelines, insufficient customer education, risk-based 

issuance by banks, inadequate support, and sluggish product performance. 

The next section reviews the constructs. 
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2.3.1 Deficient Policy Guidelines 

A policy is a concise formal statement that outlines non-discretionary 

principles and intentions to guide practice. It is a set of decisions which are 

oriented towards a long-term purpose or goal. Such decisions by 

governments are often embodied in legislation and usually apply to a country 

as a whole rather than to one part of it. SARB is responsible for bank 

regulation and supervision in South Africa. Its purpose is to achieve a sound, 

efficient banking system in the interest of all parties in the banking value 

chain and the economy as a whole. Its function is to issue banking licences to 

banking institutions and the monitoring the activities in terms of The Banks 

Act 94 of 1990 and the regulations relating thereto.  

In terms of prepaid products, FICA provides guidance on regulation for the 

issuance of prepaid cards in South Africa. This policy formulated by the FIC 

provides guidance on KYC requirements for prepaid cards, whether the 

source of funds is known, which is in line with international standards and 

recommendations. The FIC’s guidelines include the entities involved in the 

provision of prepaid cards and incorporate the standard for the fight against 

money laundering as well as the financing of terrorism that has been 

established by the Financial Action Task Force (FATF). The FATF was 

established by the G-7 Summit in Paris in 1989. Figure 1 reflects the South 

African regulatory landscape. 
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Figure 2:  The South African Regulatory Landscape 

 

Falkena, Bamber, Llewellyn and Store (2001: Preface) quote the Policy Board 

for Financial Services and Regulation: Financial Regulation in South Africa on 

the impact of regulation and policy on the financial services sector: 

“In all countries, the financial system is more regulated and supervised than 

are other industries. On systemic and consumer protection grounds alone, it 

is almost universally accepted that this should be so. Over time it has 

become abundantly clear that regulatory arrangements have a powerful 

impact on: 

(a) The size, structure and efficiency of a financial system 
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(b) The business operations of financial institutions and markets and  

(c) Competitive conditions both overall and between subsectors of the 

system.” 

The authors maintain that depending upon how the objectives of regulation 

are characterised, and how closely regulatory arrangements are related to 

their objectives, the impact of regulation can be either benign or malignant. 

Some regulation structures are more likely to contribute to the ultimate 

objectives than others. For this reason, regulation has the capacity to do 

great harm, to be inefficient by imposing unwarranted costs on regulated 

institutions, and even to be perverse – that is to operate counter to the 

intent of regulation. This sentiment is echoed by Admati and Hellwig (2014) 

who endorse this statement by maintaining that banking systems throughout 

the world are not regulated effectively in most countries. In essence these 

are flawed ineffective regulations. 

In this study the implications of policy will be investigated to understand its 

impact on the prepaid card product performance. With the consumer in mind, 

the Consumer Protection Bureau (CPB) has extended protection for certain 

kinds of prepaid cards. These include limits on dormancy fees, service fees 

and expiration dates on cards. The CPB is launching rule-making to promote 

safety and transparency in this emerging market (Davidson, 2012). The 

bureau has stated that its goals are to ensure that consistent minimum 

standards apply across similar consumer financial products, fees are 

transparent, and that risks of fraud or loss are appropriately allocated 

(Davidson, 2012).  

The need to relook at regulation is further advocated by Bair (2014) as the 

prepaid market grows, so have the number and kinds of fees and the 

disclosure of these fees which is uneven across the industry. This is 

consistent with Furletti (2004) who states that prepaid products are being 

harmed by the lack of standards and clarity. In essence, bank accounts and 
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prepaid cards should have comparable regulations. In the USA, the 

Consumer Financial Protection Bureau (CFPB) is moving towards clear and 

uniform fees. This will not only protect consumers but also promote price 

competition (Bair, 2014). 

James, Barth, Brumbaugh and Wilcox (2000) provide a view on broader 

banking. The authors posit that banks will still take deposits and make loans 

however broader banks will also offer a wider range of asset and risk 

management services. These changes are driven by financial innovations, 

information technology, and global competition. The challenge of the 

regulators and supervisors overseeing banking companies will be to allow 

these banking companies to innovate and adapt to the ever-changing global 

marketplace while protecting the safety and soundness of the financial 

system and the interests of those who fund the federal safety net for banking 

companies.  

Gordhan (2011) maintains a stronger regulatory framework is required for 

developing appropriate principles for weak areas of the global system of 

financial regulation. The author further expands on market conduct 

regulation, positioning it as essential because financial service providers 

often have far more expertise than consumers in assessing the quality of 

financial products and possess far more knowledge on the array of services 

available. Further elaborating on that this can unfortunately create the 

incentive for financial service providers to exploit their superior information. 

Abuses range from milder complaints of providing deficient financial advice to 

egregious and blatant cases of fraud and misrepresentation. Moreover, big 

financial service providers - with substantial market power - may charge 

higher fees, sell financial products that are not appropriate for their clients 

and exploit their market power in other ways that may be deemed unfair to 

consumers. 
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The Financial Services Board published Treating Customers Fairly (TCF) 

(2011), a framework for tougher market conduct oversight. It focuses on an 

outcomes-based approach requiring firms to incorporate the fair treatment of 

customers at all stages of the product life cycle, including the design, 

marketing, advice, point-of-sale and after-sale stages. The desired outcomes 

of the TCF, initiative are: 

 Consumers should be confident that they are dealing with firms where 

fair treatment of customers is central to corporate culture. 

 Products and services marketed and sold in the market should be 

designed to meet the needs of identified consumers. 

Gordhan (2011) revealed that the banking enquiry identified a major gap in 

the market conduct regulatory regime: there is no regulator that oversees 

the market conduct practices of the transactional banking sector. While the 

National Credit Regulator oversees the credit business of banks, it is clear 

that regulatory oversight needs to be extended to cover the entire banking 

sector, including retail banking. 

On completion of its evaluation of the Anti-Money Laundering and Combating 

the Financing of Terrorism Report of Southern Africa, FATF/ESAAMLG (2009), 

maintain that Large-scale economic crimes and corruption is on the rise. 

However, from a South African perspective, the authorities are committed to 

pursuing this issue through a host of initiatives; with the introduction of 

measures to entrench good governance and transparency. To accomplish 

this, a stronger regulatory framework and robust financial regulation is 

required. 

2.3.2 Insufficient Customer Education 

Vigolo, Brunetti and Bonfanetti (2016) maintain that since the ‘30s, customer 

education has been investigated in a host of domains: psychology (Freidman 

& Rees, 1988), psychiatry (Bielavitz, Wisdom & Pollack, 2011), management 
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(Retana, Forman & Wu 2016), finance (Lee & Jaramillo, 2013) and marketing 

(Dillard & Johnson, 2015). Vigolo et al. (2016) elaborate further by stating 

that customer education is a multidisciplinary concept as it encompasses 

educational activities undertaken to improve the customers experience and 

expertise with respect to the service or goods purchased.  

 

Customer education, customer experience and customer service have to be 

integrated into both product and marketing strategies of a company. Klaus 

and Maklan (2013) define ‘customer experience’ as the customer’s cognitive 

and affective assessment of all direct and indirect encounters with the firm 

relating to their purchasing behaviour. It encompasses the internal and 

subjective response customers have to any direct or indirect contact with a 

company. Direct contact generally occurs in the course of purchase, use, and 

service and is usually initiated by the customer. Indirect contact most often 

involves unplanned encounters with representatives of a company’s products, 

service or brands and takes the form of word-of-mouth recommendations or 

criticisms, advertising, news reports, reviews and so forth (Meyer & 

Schwager, 2007).   

 

Customer service is the provision of service to customers before, during and 

after a purchase. According to Turban (2002), customer service is a series of 

activities designed to enhance the level of customer satisfaction; the feeling 

that a product or service has met the customer’s expectation. Customer 

education can be described as providing customers with the skills and 

abilities to utilise information required, first, so that customers have 

appropriate information (i.e. they are informed) and, second, that they have 

the tools with which this information can be understood (i.e. concepts are 

explained) (Ravald & Groonroos, 1996).  

 

According to Vigolo et al. (2016), a well-formulated customer education 

programme generates benefits in the form of satisfied and loyal customers 

http://en.wikipedia.org/wiki/Service_(economics)
http://en.wikipedia.org/wiki/Customer
http://en.wikipedia.org/wiki/Customer_satisfaction
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who create favourable attitudes towards a product or company, reduces 

confrontation with consumer advocates, improves effectiveness of marketing 

initiatives, differentiates the company from competitor products or services 

and assists in customer retention. Oumlil, Williams and Oumlil (2000) and 

Burton (2002) highlight in their studies that customer education consists 

mainly of the following three elements: 

 

 Presentation of goods and services and their providers; 

 Improvement of basic and in-depth knowledge;  

 Development of skills to use information. 

Bell and Eisingerich (2007) claim that in financial services customer 

education is the extent to which advisors provide customers with the skills 

and abilities to utilise information. More generally, Bonfanti and Brunetti 

(2015:30) assert that “It is a process feeding by customer personal 

experiences and by companies’ education initiatives aimed at informing and 

training customers in order to increase their knowledge levels.”  As prepaid 

bank cards are relatively new in South Africa, customer education is 

essential, but would be worthless if it is not being sufficiently disseminated.  

From the MasterCard Survey (2014), it is concluded that customer education 

on prepaid cards should be promoted in order to increase the uptake of the 

product.  

 

In attempts to deal with the complex dynamics of consumer economics, 

management and decision-making, consumer education has evolved over the 

past 50 years (McGregor, 2010). McGregor (2010) identified 25 different 

consumer education initiatives in Canada, the US and Europe. New 

approaches to consumer education appear to be suggesting a different 

economic theory, one that respects complexity, relationships, and constant 

change and fluctuation instead of equilibrium, individuality, rationality and 

optimisation. 
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In this study the implications of customer education on product performance 

are investigated. According to Budnitz (1997) stored value cards (prepaid 

cards) are being marketed in a wide variety of formats. Some types of cards 

contain features that make them unlike other payment devices. Others, 

however, operate in ways that are similar to their counterpart, the debit 

card.  This confusion makes regulation crucial to preserve the integrity of 

prepaid cards, and payment systems in general, to ensure that consumers 

have the information necessary to decide whether to use prepaid cards, and 

to guarantee at least minimal consumer protection.  

Kotler (1994) supports customer education and the need of customers by 

stating that one of, the deadly sins of marketing for any organisation is to fail 

to understand the needs of its target customer. McCarthy and Perrault 

(2002) state an offering that will satisfy the needs of its target customer 

could positively impact the product take-up since customer satisfaction is the 

degree to which an organisation can match a customer's needs, desires and 

expectations. The industry needs to help consumers; businesses and 

governments understand all the different uses for reloadable prepaid cards.  

Hsieh (2004) posits that banks need to establish a better relationship with 

customers and constantly need to seek ways of differentiating their offerings 

and developing more appropriate services for distinct market segments. For 

this bottom-of-the-pyramid market the prepaid card could prove to be a 

game changer in this trying economic climate. It would serve to increase 

financial inclusion and the amount of non-cash transactions while improving 

customer satisfaction. It needs a structured educational programme for all 

stakeholders. Barr (2004) maintains that by helping these families to enter 

the financial services mainstream, it will transform and promote greater 

economic opportunities for low-income households.  

Auh, Bell, McLeod and Shih (2007) declare another intriguing opportunity 

that many firms are starting to go into is client-firm co-production – the 
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notion of involving the customer in both the creation and delivery of the 

service. This concept facilitates the incorporation of customer education 

initiatives in the launch plan.  

The researcher has another view on customer education, arguing that there 

are potential problems associated with customer education, in other words a 

possible loss of customers to superior competitive products. Nayyar (1990) 

echoes this belief, stating the more service providers try to provide value for, 

and get nearer to, their customers by teaching and helping them to use their 

services the more vulnerable they are to losing them.  

More education and hence expertise equip clients with the tools and skills to 

‘shop around’ for competitive offerings. Education leads to a reduction in 

information asymmetries between the firm and its customers (Nayyar, 

1990). Expert clients, as a result, perceive less risk in switching firms as a 

result of being more confident in assessing competitive alternatives 

(Heilman, Bowman & Wright, 2000). In other words, customer education - 

while at first hauling customers closer to the organisation - may oddly equip 

customers to leave. 

Customers will change the way they view, and engage with, the service over 

time. In the context of this study, increasing customer education and hence 

expertise will lead to customers focusing - more and more - on the technical 

elements of the service offering. Education initiatives should develop 

accordingly. Burton (2002) suggests that as a customer’s expertise 

increases, the simple provision of information will be more appropriate than 

in-depth education efforts. The type of information provided should also 

change as customer expertise increases. 

Sharma and Patterson (2000) echo this sentiment by maintaining that, while  

education will be associated with increased satisfaction, through its positive 

impact on the service process, it is also likely to lead to meaningful 

improvements in the level of customer expertise. Customer expertise 
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represents a customer’s accrued knowledge about how a product should 

perform, and a general understanding of the average performance of similar 

brands in a product category. Dellande, Gilly and Graham (2004) therefore 

state that customer expertise covers not only firm-specific knowledge but 

also market-based knowledge accumulated from sources other than the 

financial services provider.  

Customer education should be formulated in a format in which the customer 

is most comfortable with. Dellande et al. (2004) affirms that customer 

education initiatives might include formal orientation programmes, written 

literature, and personalised explanations as well as advice as part of 

relationship management. Educational endeavours by financial companies 

will play a role in helping consumers know which behaviours to adopt and 

how to perform in the service delivery process (Lovelock & Young, 1979). 

The emerging consensus from the 2010 engagement process with 

stakeholders in consumer financial education, undertaken by the Financial 

Services Board in conjunction with National Treasury, is that a national 

strategy should be developed taking into account South African realities and 

international best practice. Major outputs would be a national financial 

literacy strategy, an action plan for its implementation and a clear 

assignment of roles and responsibilities of key stakeholders.  

2.3.3 Risk-Based Issuance by Banks 

In the business of banking, a key activity involves risk management which is 

defined as the responsibility of management to identify measure, monitor, 

communicate and control risk within the institution. The process therefore 

consists of risk identification, risk assessment, evaluation of risk alternatives, 

selection of an alternative or risk-control measure, communication and the 

ongoing monitoring of the risk management programme (Price, 2000). 
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Financial services suffer yearly losses through crimes such as online banking, 

cheque and card fraud (Adams, 2010). Sullivan (2010) claims that as a 

result, fraud prevention has become a central concern to all stakeholders - 

banks, customers, and public policy-makers. Olters (2015) declares that in 

banks’ decision-making processes — especially if they relate to large-scale 

investments - are facilitated by an environment in which the underlying risk 

components are objectivised, quantified, and tracked over time. Banks also 

need to balance their customer-acquisition strategies with their risk appetite 

while ensuring they have a sustainable business. 

Regester and Larkin (2005) maintain that in the day-to-day functioning of 

any business, everyone in an entity has some responsibility for risk 

management. Companies require a well-articulated regulatory framework, 

which includes a holistic risk approach, so that their risk appetite is conducive 

to developing the business as opposed to creating barriers or making them 

inflexible to act quickly on new opportunities. While Mudeliar (2007) declares 

that businesses employing old traditions in spheres of contemporary and 

evolving business arenas, and being risk adverse or risk ignorant, certainly 

does not enhance a company’s competitive edge or shareholder confidence 

or ensure continuous survival.  

According to Brownbridge (1996) the banking sector has been subject to 

extensive regulation and the character of these policies was that of financial 

repression in that controls depressed interest rates and channelled resources 

away from areas where private rates of return would have been maximised. 

Honohan (2016) concurs with this view by stating that the design of an 

optimal regulatory framework remains a concern, firstly for achieving safety 

in the sector but also for ensuring the effectiveness of the banking system 

and an equitable share in its services for all sections of the community. 

Honohan (2016) however does acknowledge that banking cannot function 

without a basic regulatory and ownership framework, but an over-regulated 
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banking system can underperform. Increased regulation typically means an 

increased workload for people in financial services because it takes time and 

effort to adapt business practices to ensure that the new regulations are 

being followed correctly.  

The government needs to play the role of moderator. Too much regulation 

can stifle innovation and drive up costs while too little can lead to 

mismanagement, corruption and collapse. This makes it difficult to determine 

the exact impact that government regulation will have in the financial 

services sector; however that impact is typically far-reaching and long-

lasting. While Gautam and Mas (2008) claim that for advancement in 

banking, governments need to continue to work with all stakeholders in the 

value chain to find flexible solutions that meet policy and business 

requirements. The authors elaborate by declaring that there could be 

instances where there will not be a one-size-fits-all solution. Instead, 

governments will need to be responsive to proposals coming from providers 

and to evaluate these proposals based on the risks involved. 

The financial services industry is guilty of modelling their risk models on the 

stored historic data. However it is common that there are irregularities with 

the capturing, storing and extracting of this data thereby misclassifying 

customer behaviour. Donato, Schryver, Hinkel, Schmoyer, Leuze and Grandy 

(1999) agree that analysing bank databases for customer behaviour 

management is difficult since bank databases are multi-dimensional, 

consisting of monthly account and daily transaction records. Therefore, even 

with highly accurate scoring models, some misclassification patterns appear 

frequently and banks formulate risk models on these.  

 

In terms of prepaid cards, Jackson (2014) declares there is nothing inherent 

in prepaid bank products that make these more or less risky than another 

financial product. In fact the quantity of open-loop prepaid fraud is relatively 

small when compared with debit card fraud. Despite this, the author finds 
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that banks tend to be more flexible with their debit and credit card rules and 

inflexible with rules around prepaid cards. 

There is school of thought from Bhaumik and Piesse (2006) who declare that 

banks are innately risk averse and the risk averseness of a bank can arise 

from two different sources. A risk-averse bank is one that prefers lower 

returns with known risks rather than higher returns with unknown risks. A 

bank may be risk averse and could be reluctant to take risks based on the 

impact of past behaviour with respect to credit decisions.  

The second measure of innate risk averseness in banks is around the choice 

of cash to deposits ratio. All banks are required by their central bank to 

maintain a certain percent of deposits in the form of safe and liquid assets, 

mostly in the form of government securities. However, many banks have 

voluntarily invested much more than 25% of their assets in government 

securities, behaviour in banking circles known as “lazy banking”. The basis 

for lazy banking is the risk associated with credit disbursal in a developing 

country with erratic economic cycles and immature legal institutions as well 

as awareness of the responsible banks that they may not have the necessary 

expertise to conduct precise credit assessments of potential borrowers. Thus, 

lazy banking is a manifestation of risk averseness.  

Olters (2015) concurs claiming that when banks are too risk averse it has 

clear macro-economic consequences, posing the risk of asphyxiating an 

economy’s innovation and growth potential. A vicious cycle would start with 

weak businesses and unknown start-ups without proper financial reporting, 

which then leads to considerable hesitation among banks to lend. This 

excessive risk averseness of the banking sector leads to the raising of costs 

of doing business and impedes smooth business operations ultimately 

impacting performance of an organisation. 
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2.3.4 Inadequate Customer Support  

Sharma et al. (1999) suggest that ‘technical service quality’ refers to the 

quality of the service output while ‘functional service quality’ focuses on the 

nature of the interaction between the service provider and customer, and the 

means by which the service is delivered to the extent that both are an 

important component of customers’ evaluation of the total service offering. 

Favourable perceptions on both dimensions are likely to be positively 

associated with customers’ attitudes towards the organisation and their 

likelihood of remaining a customer. ‘Inadequate’ support can be described as 

lacking the quality or quantity required or insufficient for the purpose that it 

was intended for. ‘Customer service’ is defined as the ongoing process of 

managing the buyer/seller interface to ensure continued customer 

satisfaction (Christopher, Payne & Ballantyne, 1991). As part of the overall 

customer support model, it is necessary for an organisation to seek new and 

more efficient ways continuously to service their customers while paying 

attention to the delivery of service quality. ‘Service quality’ can be defined as 

the delivery of excellent or superior service relative to customer expectations 

(Zeithaml, 1988).  

Fogli (2006) defines ‘service quality’ as a global judgement or attitude 

relating to a particular service; the customer’s overall impression of the 

relative inferiority or superiority of the organization and its services. Service 

quality is a cognitive judgement. Naeem and Saif (2009) found that customer 

satisfaction is the outcome of service quality while Caruana (2000) developed 

a mediational model for the banking industry that links the service quality 

and service loyalty via customer satisfaction. The results appear to prove the 

links between service quality, customer satisfaction and customer loyalty. In 

the present study, customer support and satisfaction is seen as a fulfilment 

strategy by servicing customers and ultimately growing the prepaid product 

to be the differentiator for the business.  
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According to Meyer et al., (2007) customer service and experience do not 

improve until these become a top priority in the company; employees 

observe senior management and then become conditioned by that 

awareness.  Therefore it is important that the head of an organisation instils 

- in all his employees - one key strategic thought and direction: to create a 

productive and positive business environment with everyone speaking and 

relating to customers as if each customer or potential customer were their 

‘pay cheque’. This finding is consistent with Peppard (2000) who states that 

research to date would suggest that financial institutions in particular must 

adopt an enterprise-wide perspective, with front office/back office 

integration, if they are to become truly ‘customer-centric’ and capitalise on 

opportunities.  

Strong management commitment to service quality energises and stimulates 

an organisation to improve service performance (Zeithaml, Parasuraman & 

Berry, 1990). To create a successful service offering, managers need to 

determine which attributes to target for excellence. These choices should be 

heavily informed by the needs of customers. Managers should establish the 

relative importance customers place on attributes and then implement 

accordingly.  Zeithami, Berry and Parasuraman (1990) advocate that 

managing is not enough. Service work can be difficult and demoralising, 

customers can be rude and company policies can be suffocating and this 

causes service employees to get ‘beat up’ by the service role and become 

less effective with customers even as they become more experienced. In 

reality added experience should produce the opposite result. Zeithaml et. al. 

(1993) maintain that given the reliance on employees for service delivery, 

customers can experience some level of variance even from service 

organisations with the best reputations for service quality. Certainly, 

customers maintain very different expectations about the level of service 

provided by firms with excellent versus average reputations for service. 
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Banks must look beyond channel integration. The optimisation of distribution 

channels requires banks to restructure their fulfilment strategies to target the 

needs of individual customers better instead of seeing it only as a cost 

centre. Banks must view fulfilment as a centre for value creation (Read, 

2002). Mager (2007) claims that service design addresses the functionality 

and form of services from the perspective of clients. It aims to ensure that 

service interfaces are useful and desirable from the client’s point of view and 

effective, efficient and distinctive from the supplier’s point of view. 

If the South African government views the prepaid card as ‘bite-size banking’ 

and a feeder into formal banking, it needs to ensure the fulfilment; servicing 

and issuance standards meet the needs of the poorer communities. Gautam 

et. al. (2008) maintain that – overall - poor and unbanked customers (in 

particular) have been accustomed to traveling hours to obtain banking 

services and receiving altogether abysmal service from many of the formal 

financial services poor people use.  

In South Africa, not all banks issue and support prepaid cards at walk-in 

branches. According to MasterCard studies (2014), 51% of prepaid 

cardholders in Europe acquire prepaid cards from banks that have walk-in 

branches. The South African banking industry needs to understand the needs 

of the bottom-of-the-pyramid market in order to service them adequately. 

Hess (2008) goes further to say a firm’s reputation is defined as customers’ 

perceptions of how well it takes care of its customers and their genuine 

concern about customer welfare. Power (1992) reinforces the need for a 

company to dovetail their reputation management initiatives with that of 

customer servicing by stating that mangers need to consider failure and 

recovery issues carefully and have an established service recovery plan to 

overcome failures when they occur. The author further maintains that 

customers’ demand for value has a strong focus on three elements: quality, 

price and support in the purchase they make. 
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2.3.5. Sluggish Product Performance 

The meaning of sluggish is slow to respond or make progress. This 

encapsulates the meaning of performance of the prepaid card product. 

‘Product’ - as described by Kotler (2000) - is any market offering that is 

intended to satisfy a want or need. It is the item offered for sale. Every 

product is made up of a cost and sold at a price, while performance can be 

described as the accomplishment of tasks measured against pre-set 

standards.  

According to Jenson (2005), who states that generally there is an underlying 

way people manage the process of product conceptualisation, which the 

author refers to as ‘Default Thinking’. There are no insights or guarantees of 

success. The way people conceptualise products is a personal set of beliefs to 

base their work on. This method of defining a product does not lend itself to 

being innovative, which could lead to the product being slow to take off. In 

terms of the prepaid card, the product has fallen victim to this set of 

symptoms: a lack of creativity in the formulation of regulation around the 

product, considering the prepaid product is a relatively new card product.   

Booz, Allen and Hamilton (1982) maintain that the incidence of marketplace 

success for new products is strikingly low and shows no sign of improving. 

For consumer-packaged goods, for instance, the failure rate for new products 

is widely reported to be between 70 and 90% (Broening, 2005). According to 

Moreau, Donald and Arthur (2001), sometimes highly innovative products 

typically require consumers to change the way they are doing things.  From a 

South African perspective, as cash has been the primary means of paying for 

goods and services for the under and un-banked communities, the 

complexities associated with using a prepaid card as a means of tender for 

goods and services maybe a deterrent for this market.  

Gourville (2005) explains that there are a host of reasons why products fail. 

Some are offered by firms that lack the expertise, resources, or commitment 
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to see the product through to success. Others lack an objective net benefit, 

offering too few benefits for too great a cost. Even when supported by well-

intentioned firms and offering objective improvements over existing 

alternatives, the success of the product is far from certain. Another reason 

for poor product performance, according to Rolphe (1973), is that consumers 

may have unrealistically high expectations for the performance of the 

product, feeling that the product should perform flawlessly. Companies are 

also changing the new product approach with managers feeling that they 

cannot afford the high costs of forcing their way into mature markets where 

there is entrenched competition. Instead they are adopting lower cost and 

lower risk approaches, like introducing it as line extensions or under the 

umbrella of an established brand (Buell, 1983).   

Redmond (2003) has another view on product outcomes, in that it might also 

be influenced by macro-level or environmental factors. By focusing on 

environmental factors, rather than the firm's activities, it may be possible to 

understand better why competent firms in one industry consistently 

experience higher failure rates than those of firms that are no more 

competent but operate in a different industry.  

With no evidence that product development professionals in a particular firm 

are simply superior to their counterparts in the another firm, Redmond 

(2003) further suggests that there is a need to look beyond specific product 

development projects and consider the effects of the market in which these 

products are introduced. Cooper (1990) is of the opinion that inadequate 

market analysis is the number one reason for product failure and by a 

considerable margin over other causes. The author maintains that other 

important factors are product defects, lack of an effective marketing effort, 

higher costs than expected, competitive strength, bad timing, and sales force 

or distribution weaknesses. Cooper (1990) further explains that products in 

general continue to fail at an alarmingly high rate with most products failing 

because of the commission or omission of errors in the new product process: 
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a lack of market evaluation, product defects, poor launches, flawed screening 

and project evaluation. 

Jenson (2004) posits that a substantial number of organisations do not 

intentionally try to design excessively complex products. The difficulty is in 

genuinely understanding the actual consumer. Design problems often come 

using a naïve stereotype of the consumer that is more sophisticated than 

actually exists.  

Given such different views from the reviewed literature - where the 

environmental factors, the expectations of customers, the conceptualising of 

products by product managers and the lack of expertise, knowledge and 

commitment from companies are the reasons for poor product performance - 

the need arises to investigate whether the sluggish performance of prepaid 

cards is a result of deficient policy guidelines that are impacting the entire 

prepaid card value chain and ultimately influence the overall prepaid card 

value chain performance.  

According to the PGESA (2011), countries with a significant number of 

impoverished and unbanked residents tend to offer more prepaid services. 

This action also switches the risk from the supply side to the demand side 

which facilitates financial inclusion without exposing these communities to 

debt associated with alternative products. Makina (2004) reminds 

policymakers that credit should be viewed as debt and that over-supply of 

subsidised credit - without a realistic assessment of people’s ability to repay - 

could result in the impoverishment of the very people it intended to benefit, 

other words the communities that countries want to include in the financial 

system. 

In addition, a product’s failure can end up inflicting sizable damage on the 

company’s bottom line, its reputation, or both. This research aims to provide 

valuable insight into how policy impacts product performance. 
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2.3.6 Conclusion of Literature Review  

As articulated above, the literature review points to a conclusion that the 

collective factors of deficient policy guidelines, insufficient customer 

education, risk-based issuance and inadequate support influence the 

performance of the prepaid card. Hence, this study intends to test the 

aforementioned statement which aligns itself to the overall hypothesis. 

Further to this, it would be thought-provoking for all stakeholders in the 

prepaid landscape to evaluate whether deficient policy guidelines, insufficient 

customer education, risk-based issuance and inadequate support influence 

product performance. 

2.4 Chapter Summary 

 

The first part of chapter 2 discussed the theoretical grounding for the current 

study, which covered the Theory of Constraints (TOC), including the value 

that lies in understanding and correcting what is holding back product 

performance. 

 

The next section of this chapter discussed and reviewed in detail the 

literature pertaining to the study constructs: 

 Deficient Policy Guidelines 

 Insufficient Customer Education 

 Risk Based Issuance by Banks 

 Inadequate Customer Support 

 Sluggish Product Performance 
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3.1 Introduction  

This next chapter provides a brief account of how hypotheses for the current 

study were developed. Hypothesis development is provided after conceptual 

model is formulated.  Thereafter relationships between the variables in the 

conceptual model will be developed. Then the proposed hypothesis will be 

stated. 

A detailed account of the posited associations between these variables is 

provided in the following sections namely the hypotheses development and 

statement.  

3.2 Conceptual Model  

 

Drawing from the literature review, in particular, as well as the theoretical 

and empirical literature mentioned below, a research model for this study is 

conceptualised. Hypothesised relationships between research constructs are 

developed. In the conceptualised research model, deficient policy guidelines 

are the predictor variable. Insufficient customer education, risk-based 

issuance by banks and inadequate support are the mediator variables. 

Sluggish product performance is the outcome variable for this study. 

Accordingly, Figure 3 is a representation of the conceptual model for the 

current study. 
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Figure 3:  Conceptual Model 

3.3 Hypothesis Development 

 

3.3.1 Deficient Policy Guidelines and Insufficient Customer Education 

Empirical evidence demonstrates that the shaping of customer education 

initiatives take guidance from the legislation around the product or service. 

(Bair 2004).  Further evidence derived from the conventional wisdom found 

that the financial services industry is generally good at innovation; 

essentially the introduction of new products, however it is common that the 

customer education programmes around these innovations are poorly 

formulated. Falkena, Bamber, Llewellyn and Store (2001) maintain that 

regulation can have the tendency to sometimes be counterproductive 

resulting in doing harm to business, being inefficient and can operate counter 

to the objectives of regulation. In terms of prepaid cards, Furletti (2004) 

concurs with this view, who states that prepaid products are being harmed 

by the lack of standards and clarity. Edwards and Mishkin (1993) posit that in 
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general, regulators ought to keep adapting their policies to the changing 

financial environment and that failure to do so could be a risk to the financial 

system. In terms of the prepaid card product, the policy shortcomings are 

known in more developed markets like the U.S.A.; this has resulted in The 

Consumer Financial Protection Bureau (CFPB), (2016) issuing an 

announcement on a field hearing around rulemaking on prepaid cards. The 

field hearing entails understanding if consumers in the prepaid market need 

new regulation that would provide ‘comprehensive consumer protection’ for 

prepaid card users. This legislation covers the degree to which regulation 

should cover prepaid cards; how to regulate prepaid cards to promote 

competition and consumer choice; and whether to mandate special 

disclosures on certain prepaid cards. All three of these regulatory 

enhancements will educate customers on which prepaid card option meets 

their needs. 

In addition, a study conducted by Convenient Cards (Undated) to understand 

the impact of the regulatory environment on customer knowledge on product 

options claims, “Some financial institutions have genuine concerns about the 

regulatory environment in which prepaid cards operate, and what the cost 

and risk is to maintaining such a programme.  It’s always good to serve 

customers well, but not at the expense of examiner complications.  The 

unfortunate consequence is that compliance concerns have slowed some 

financial institutions from adopting prepaid card solutions, forcing customers 

to find desired prepaid solutions in the relatively unregulated and 

unmonitored retail world, instead of at well-regulated and safe financial 

institutions”.  

From a South African context, there is a strong focus on the protection of the 

consumer, hence the implementing of The South African National Consumer 

Protection Act (CPA) (2008). The Act is aimed at promoting fairness, 

openness and good business practice between the suppliers of goods or 

services and consumers of such goods and services.  Bouhail, (2012) 
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confirms that that consumer education is an important part of CPA.  

Ultimately if banks are to be compliant in terms of CPA, there is a need to 

improve customer education initiatives. Drawing from the preceding 

theoretical discussion and also in line with the empirical evidence on the H1 

relationship, this study hypothesised that: 

H1: There is a positive relationship between deficient policy guidelines and 

insufficient customer education 

3.3.2 Deficient Policy Guidelines and Risk Based Issuance by Banks 

It stands to reason that if the banking sector derives lucrative bottom line 

benefits from the prepaid card product, they ought to contemplate the 

building of less stringent risk policies around the prepaid card – ultimately 

this means acquiring a greater appetite for the product. A considerable 

number of previous studies confirm a positive correlation between deficient 

policy guidelines and risk based issuance by banks. (Honohan, 2016; 

Brownbridge, 1996; Gautam & Mas, 2008). 

Valenti, J (2013) maintains that consumer-focused regulations in general 

should reflect what financial products actually do, not the technicalities of 

who issues them or what legal status they hold. The author further suggests 

that there ought to be common consumer protection across prepaid cards 

and bank accounts, this will encourage positive changes for prepaid cards but 

also offers an opportunity to modernize bank-account requirements as well. 

Notwithstanding the general belief regarding the existence of a positive 

relationship between deficient policy guidelines and risk based issuance by 

banks, other research outcomes do not support this position. For example, 

Bhaumik and Piesse (2006) found that banks are innately risk averse and the 

risk averseness of a bank can arise from two different sources - a bank may 

be risk averse and could be reluctant to take risks based on the impact of 

past behaviour with respect to credit decisions. The second measure of 
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innate risk averseness in banks is around the choice of cash to deposits ratio 

which results in a practice known as lazy banking. Olters (2015) claims risk 

averseness in banking could result in a vicious cycle of suffocating growth of 

the economy resulting in slowing down of business which leads to hesitation 

from banks to lend. This finding seems counter-intuitive and a direct 

challenge to the widely held view that deficient policy guidelines significantly 

impacted risk based issuance by banks. 

There is yet another school of thought, whereby Admati and Hellwig (2014) 

posit that banking in general is not regulated well in most countries and the 

banking system is fragile because of flawed and ineffective regulation. It is 

conventional wisdom that where there are flaws in the overarching 

regulation, the sector concerned will adopt a more conservative approach to 

risk. This study submits that even though deficient policy guidelines may 

invariably result in banks adopting stringent risk policies around the prepaid 

card; this probability is debatable owing to the contradictory results that 

have been reported by other researchers. Consequently, drawing from the 

above discussion and past empirical evidence, the current study 

hypothesised that: 

H2: There is a positive relationship between deficient policy guidelines and 

risk based issuance by banks.  

3.3.3 Deficient Policy Guidelines and Inadequate Customer Support 

 

Foregoing studies have underscored the significance of deficient policy 

guidelines on inadequate customer support as a predictor of take up 

decisions for the prepaid card product. Koopman, C., Mitchell, M. and Tierer, 

A. (2015) claim that sometimes even seemingly innocuous regulations can 

have counterproductive effects and not just customer care that may decline—

innovation may also suffer.  This also entails innovation around customer 

support. In formulating the TCF legislation (2011), the South African 
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government has conceded that there are weaknesses in the current 

regulatory framework especially around fragmentation, inconsistency and 

incompleteness of regulation across the sector, while in many instances poor 

market conduct practices are driven by inappropriate incentives and 

customers being treated unfairly together with support of customers being 

poor. One of the objectives of the TCF legislation (2011), is to better 

understand why South African households consume rather than save, 

government needs to examine how it can improve policy and law relating to 

mandating, preservation, consolidation and defaults and strengthen the value 

proposition to the customer. By and large the South African Banking sector is 

not known to operate on the fringes of legislation however it does tend to err 

on the side of caution – inevitably this has led to customer support being a 

one size fit model for all banking products. Undoubtedly, a positive link has 

been established between deficient policy guidelines and inadequate 

customer support and servicing.  In addition, a number of earlier studies 

have also shown that companies ought to find new and more efficient ways 

to support and service customers – ultimately developing a customer 

satisfaction model to measure overall customer support.  (Zeithaml, 1988; 

Christopher, Payne & Ballantyne, 1991).   

 

Lumley (2012) posits that to the external customer looking for service 

satisfaction would like to engage with a bank that can deliver superior service 

without all the paperwork, wasting of time and reapplications of 

documentation. Unfortunately, banks are not apt at changing institutions 

standards, and have systems has been built on years of legislation 

requirements and security concerns, but unfortunately this legacy system 

which has been inherited and developed over time and with different policies 

guiding the banking industry has shortfalls.  The author further maintains 

that there is a need to evaluate the market offerings by banks against the 

market needs in South Africa. Are the communication channels used effective 

to promote products and do the customer base react well to the products 
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that are being used? Do the products on offer reflect what the market wants 

and how does the legislation and organizational structure affect customer 

service in South Africa? 

 

A notable finding from the study by Faasen (2015:80) states, “Policies and 

legislation are examples of environmental influences that hamper change 

within the organisation. The organisation needs to obey certain policies and 

legislation that influence the decisions made regarding customer service 

amongst other things. Sometimes the rules restrict the organisation to make 

the most beneficial decisions regarding their customers.” Deducing from the 

above discussion and empirical backing, it can be concluded that product 

policy guidelines impact the effectiveness of customer support models. Thus, 

it was hypothesised that: 

 

H3: There is a positive relationship between deficient policy guidelines and 

inadequate customer support 

3.3.4 Insufficient customer education and Sluggish Product 

Performance 

 

Extensive research endeavours on the reasons why products fail or 

underperform have been conducted – these being lack of expertise, no 

customer value, better alternative products, poor functions offered, failure to 

meet customer expectations and lack of knowledge on product market. 

(Gourville, 2005; Rolphe, 1973; Buell, 1983). In addition, it was established 

that there are external factors that are being disregarded in the product 

conceptualisation process which also contributed to sluggish performance of 

products – the market and environmental factors.  (Redmond, 2003; Cooper, 

1990). While Booz, Allen and Hamilton (1982) maintain that in general the 

marketplace success for new products is strikingly low and shows no sign of 

improving.  
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Despite the overwhelming evidence from the above studies around reasons 

why products fail, there is yet another important factor that contributes to 

sluggish product performance. The lack of effective customer education 

programmes for both new and existing products. This view is founded by Lee 

and O’ Connor (2003) who posits that there is a form of educating customers 

in general communication especially if the intent is to educate the customer 

would be advantageous if the product requires substantial learning and usage 

pattern adaptation on the consumer’s part. Bell and Eisingerich (2007) claim 

that another opportunity to educate customers that is not being actively 

encouraged by businesses is the client-firm co-production – the notion of 

involving the customer in both the creation and delivery of the service 

thereby enhancing the customer experience of the finished product but at the 

same time ensuring the education around the offering meets its objectives. 

Other researchers, (Bettencourt et al., 2002; Lengnick-Hall, 1996; Prahalad 

and Ramaswamy, 2000) maintain that this form of customer education is a 

source of value creation whereby customers participate in the service or 

product formulation process, especially where firms find it increasingly 

difficult to differentiate their service offerings in a competitive market 

environment. Moreover, a notable study by Celly and Frazier (1996) claims 

that firms that are behaviour based and focus on certain outcomes may 

convey that they are concerned primarily with the bottom line and is likely to 

result in having emphasis on selling activities at the expense of other 

functions such as customer education and after-sales service. 

 

In contrast,  customers who participate in co-production and have product 

knowledge, could be deemed as expert customers and this ‘education’ may 

affect the take-up decision – resulting in these customers opting for a more 

superior or alternative cheaper product. (Nayyar, 1990).  Therefore in the 

context of banking, instead of using one financial service provider for all their 

needs, these customers, with more product knowledge may elect to unbundle 
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service offerings, cherry pick elements of the service and negotiate more 

concertedly on the basis of price (Levitt, 1980). 

 

Drawing from the above discussion and literature review on knowledge 

levels, this study hypothesised that: 

 

H4: There is a positive relationship between insufficient customer education 

and sluggish product performance. 

3.3.5 Risk Based Issuance by Banks and Sluggish Product 

Performance 

Banks are consistently viewed as red tape organisations, and have dedicated 

teams to manage risk with the responsibility of employees to identify 

measure, monitor, communicate and control risk within the institution. The 

process therefore consists of risk identification, risk assessment, evaluation 

of risk alternatives, and selection of an alternative or risk-control measure, 

communication and the ongoing monitoring of the risk management 

programme (Price, 2000). Honohan (2016) maintains that banking does need 

a regulatory framework to achieve safety in the sector and for ensuring the 

effectiveness of the banking system. Adams (2010) posits that financial 

services suffer yearly losses through crimes such as online banking, cheque 

and card fraud, therefore risk management is a key focus in this sector. On 

the whole, the entire corporate landscape has become more vigilant of crime 

and has introduced fraud prevention strategies in their businesses. This is 

concurred by Sullivan (2010) who claims that as a result of losses due to 

crime in banking, fraud prevention has become a central concern to all 

stakeholders - banks, customers, and public policy-makers. The general 

belief regarding risk appetite in banking, is that banks do have stringent one 

size fits all risk models with little or no room for employees to apply 

discretion. From a South African perspective, Akinboade and Makina (2009) 

claim that over the years banks have altered their lending standards to be 
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more cautious, with many bankers becoming more prudent and instituted 

actions such as down or rightsizing of businesses, curtailment and critical 

evaluation of cost structures, disposal of non-core and non-performing assets 

and investments, and an overhaul of risk-management practices and 

structures, with each business cycle. It stands to reason the policymakers 

and banks ought to mitigate the risks in the banking environment and link 

this with the different stages of credit and business cycles. (Chakanyuka, 

2015). This study similarly submits that even though previous researchers 

have found that banks have stringent risk policies to protect the 

effectiveness of the banking system there have been some contradictory 

results that have been reported by other researchers. Bhaumik and Piesse 

(2006) found that banks are innately risk averse and the risk averseness of a 

bank can arise from being reluctant to take risks based on the impact of past 

behaviour or engage in lazy banking. Da Costa, (2000) found that risk 

aversion in business is very real; freedom from anxiety about possible losses 

is a valid risk management goal. 

Olters (2015) posits that risk aversion in banks will result in micro and macro 

consequences impacting the performance of the organisation and the 

economy. Jackson (2014) declares there is nothing inherent in prepaid bank 

products that make these more or less risky than another financial product. 

From this view, it would not be unreasonable for the prepaid card to perform 

on par with other bank card products – as per Table 1, this has not 

materialised. 

In terms of the consumer using the prepaid card product, Romich et.al. 

(2009) declares that for some households it is a not by choice that they are 

bank less or do not have financial products; as financial institutions have 

created barriers – both intentional and unintentional – that have restricted 

access to bank products, as these products are primarily sold in locations 

that are intimidating and inconvenient in terms of both geography and 

operating hours for working families. In addition, the marketing messages 
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around these products are poorly-tailored and fail to resonate with 

underserved consumers  

Rhine et.al. (2007) provides another school of thought suggesting that 

product performance could also be impacted by the design of prepaid card 

programs which are patterned on the gift card model, making it difficult for 

businesses to offer customized features to cardholders – as there was 

interest in offering customisation at user level rather than at card type level. 

  

This study therefore submits that even though risk based issuance by banks 

may invariably result in sluggish product performance of the prepaid card; 

this probability is debatable owing to the contradictory results that have been 

reported by other researchers. Consequently, drawing from the above 

discussion and past empirical evidence, the current study hypothesises that: 

 

H5: There is a positive relationship between risk based issuance by banks 

and sluggish product performance. 

3.3.6 Inadequate Customer Support and Sluggish Product 

Performance 

Mounting empirical evidence demonstrate that superior customer support 

plays a key role in customer retention, delight, loyalty, and satisfaction which 

shapes the manner in which an organisation is viewed. Davenport and Klahr, 

(1998) maintains that key to the support of customers is the management of 

support knowledge, as customer support knowledge changes rapidly, hence 

with every day a new product or model a new problem is encountered, a new 

piece of documentation written which necessitates  frequently updating 

knowledge domains, which could be onerous in busy environments. Patel, S. 

(2016) says that customer servicing and delight is not just the responsibility 

of the service team but rather should be part of every interaction a customer 

has with an organisation. Another notable study is Caruana (2000) who 
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affirms that in the banking industry there is links between service quality, 

customer satisfaction and customer loyalty. Zeithaml, Parasuraman & Berry, 

(1990) maintain that strong management commitment to service quality is 

required to energise and stimulate an organisation to improve service 

performance. 

 

In South Africa, not all banks issue and support prepaid cards at walk-in 

branches. Further evidence derived from the other studies has shown that 

the financial services industry is poor at servicing the under- and un-banked 

population. A study by MasterCard (2014) revealed that majority of prepaid 

cardholders in Europe acquire prepaid cards from banks that have walk-in 

services. Within the South African banking industry, prepaid cards are not 

made available through these channels, displaying that the bottom-of-the-

pyramid market is not being adequately serviced.  In this regard banks are 

not optimally using prepaid cards as a mechanism to drive financial inclusion.  

Valenti, J. (2013) provides further insights on why the under banked are 

reluctant to take up bank products; consumers do not like dealing with banks 

or do not trust banks and that fees or minimum-balance requirements are 

too high. In addition, 15% of formerly banked households report that they 

either previously held a bank product that was subsequently closed by the 

bank or they are unable to get a bank product due to identification, credit, or 

banking-history barriers. Clearly, prepaid cards can be a substitute for 

financial services such as cheque account and money orders that could be 

more expensive and less appealing – banks need to invest in building 

consumer confidence to win over the under-banked market. Valenti, J. 

(2013) maintains not all prepaid programmes are cost effective, some 

businesses issuing prepaid cards may charge customer-service fees. 

Unfortunately, these less-than-consumer-friendly practices can limit product 

performance. 
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Drawing from the preceding theoretical discussion and also in line with the 

empirical evidence on the inadequate customer support and sluggish product 

performance, this study hypothesised that: 

 

H6: There is a positive relationship between inadequate customer support 

and sluggish product performance. 

 
 
Table 2 illustrates the hypotheses of the current study:  

 
Table 2:  Hypotheses for the Study 

 

3.4 Chapter Summary 

 

Chapter 2 presents the conceptual model for the current study which showed 

that this study has one predictor variable, three mediator variables which are 

modelled against one outcome variable. Following the presentation of the 

model, the study goes on to develop the hypotheses statement based on the 

conceptual model.  
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The next section provides a detailed account of the design and methodology 

used in the current study. 
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CHAPTER FOUR: RESEARCH METHODOLOGY  
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4.1 Introduction 

 

The methodology chapter outlines the current study by defining, and 

discussing the research paradigm, design, research procedures and 

limitations. Ultimately this section provides a detailed discussion on the 

research philosophy and research design.   

 

Given the purpose of the study; the current study will a deductive approach, 

which is positivistic in nature. As with any deductive study, theoretical 

hypotheses were developed and will be tested at a later stage. Comments on 

participation in this study, concludes the chapter. 

4.2 Conceptual Model  

 
This section provides a detailed discussion on the research philosophy and 

research design, in other words the two main aspects of the research 

methodology. Frankfort-Nachmias & Nachmias (1997) claim that ‘research 

methodology’ can be defined as a system of explicit rules and procedures 

upon which research is based and against which claims for knowledge are 

evaluated.  

 

Research methodologies directly impact the validity and generalisation of a 

study (McGrath & Brinberg, 1983). Petty, Thomson and Stew (2012) claim it 

denotes the techniques used to acquire and analyse data to generate new 

knowledge. Malhotra and Birks (2007) maintain the research design 

establishes the foundation for the entire research project. It can be termed a 

plan or blueprint of the rules and procedures employed to conduct scientific 

research which helps guide the study towards its objectives. Comprehending 

and using a relevant methodology in the present study is important in order 

to identify the proper unit of analysis and employ compatible methods that 

will provide the intended results. According to Krommenhoek and Gaplin 

(2013), to draw conclusions - based on the study conducted - effectively the 
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methodology needs to be suitable in addressing the research problem in its 

scope, depth and intensity. 

 

The overall methodology of the current study is represented in Figure 4 

which is a graphic depiction of the overall methodology for this study. It 

makes evident the two aspects underlying research methodology: research 

philosophy and research design. As suggested by Easterby-Smith et. al. 

(2004), methodology is a combination of techniques used to enquire into a 

specific situation. Ates (2008) agrees who states that a research philosophy 

is a useful tool in helping the researcher clarify and make proper choices 

around the research design. When there is lack of consideration of the 

research’s philosophical nature, the quality of the findings may be seriously 

affected. Moreover, it plays a significant role in research to ensure that the 

research aims show some signs of credibility. The researcher used a 

hypothetico-deductive methodology which is generally applied within a 

positivist research paradigm and in doing so uses a quantitative research  

design.  
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Figure 4:  A Graphical Representation of the Methodology of the 
Study, (Mhlophe, 2015) 

 4.3 Research Philosophy 

 

Collins (2010) proposes that ‘research philosophy’ refers to the advance and 

nature of knowledge. With the number of research approaches available to 

researchers, as well as the researcher’s manner and comprehension of the 

material, this could perhaps impact the research process followed and the 

resultant results and conclusions. Therefore, the available philosophical 

assumptions assist researchers in choosing the correct research techniques. 

Benefits of knowing different philosophical paradigms are (Easterby-Smith 

Thorpe et al., 2004): 

 

 A clearer research design process; 

 Increased ability of the researcher to predict which research design 

may work and which one may not, given the study objectives; 

 The formulation of unknown research designs; 
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 Assistance to investigator in developing a research identity. 

There are essentially two dimensions that provide the main condition for 

philosophical modelling of research. The existential dimension defines 

whether there is only one reality that is distinct from the researcher or if this 

reality is socially constructed and subjective. Figure 5 depicts the four main 

dimensions: methodology, ontology, epistemology and method or 

techniques: 

 

Figure 5:  A Graphical Illustration of the Research Philosophy 

4.3.1. Ontology 

According to Flowers (2009) ‘ontology’ depicts an individual’s view which 

could be an objective reality that truly exists, or only a subjective reality 

formed in individuals’ minds. Accordingly, these engrained ontological 

assumptions invariably influence their views on what is true. Naturally these 

underlying assumptions could result in the person possibly drawing biased 

conclusions on aspects of the study owing to the fact that such assumptions 
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are implicitly anticipated and taken for granted. This in itself could be 

problematic as having pre-conceived notions may defeat the entire purpose 

of conducting research. As per Figure 6, there are two main ontologies: 

subjective and objective.  

 

Figure 6:  Research Models Linked to Ontology, (Mhlophe, 2015) 

4.3.2. Epistemology 

Easterby-Smith et al., (2008) describe ‘epistemology’ as a general set of 

assumptions regarding the most appropriate way of investigating the natural 

reality in the world. Flowers (2009) maintains that individuals can have 

specific ontological assumptions that may perhaps affect the resulting 

epistemological conclusions. As with ontology, objective and subjective 

epistemological assumptions could exist. In an attempt to be objective, the 

researcher has utilised probability sampling to ensure objectivity is 

guaranteed.  

 

Ates (2008) posits that there are four fundamental epistemologies in social 

sciences: 
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 Positivism – As per Bryman (2004), this perspective states that the 

world exists externally and objectively. Knowledge is functional only if 

it is constructed from accounts of this external realism. It also deduces 

that universal laws do exist in the real world. Eriksson deficient policy 

guidelines, insufficient customer education, risk-based issuance and 

inadequate support and Kovalainen (2008) assert deficient policy 

guidelines, insufficient customer education, risk-based issuance and 

inadequate support that this perspective places a lot of emphasis on 

facts that can be evaluated empirically via quantitative methods. 

Models that are generalised can be formulated. 

 Interpretivist Paradigm – This defined as anti-positivist by Hatch and 

Cunliffe (2006). Here the researcher endeavours to obtain a deeper 

comprehension of meanings in data analysis as opposed to aiming to 

generalise the results with interpretations re-construed continuously 

from a number of different perspectives. This paradigm uses different 

methods (hermeneutics and phenomenology) to generate qualitative 

data (Ates, 2008). 

 Realist Paradigm/Critical Perspective – Easterby-Smith et al. (2004) 

claim that the Critical Realist Paradigm has its weaknesses as it was 

regarded as completely relativist. This means it is seen as highly 

contextual (Hughes & Sharrock, 1997).   Easterby-Smith et al. (2004) 

further elaborate that it can be viewed as useful compromise which 

can combine the strengths and avoid the drawbacks of positivist and 

interpretivist paradigms. 

 Action Research – Lewin (1948) is credited as being the first to coin 

the term 'action research’. The idea of action research was founded on 

the belief that it is in attempting to change social situations that 

society best comes to understand them (Lewin, 1948). Normally in the 

context of research, the researcher becomes actively involved in trying 

to solve the practical problems. Action research encompasses the view 

that the best way to learn is through attempting to change it and the 
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people most likely to be affected by the changes should become 

involved in the research process.  

4.4 Research Design 

 

‘Research design’ refers to a set of guidelines and instructions to be followed 

when addressing a research problem. Mouton (1996), with Carriger (2008), 

maintain it is a strategy, a plan, and a detailed structure or outline of how 

the research project will be conducted. It is a section of the methodology and 

includes a conceptual structure within which the study is to be conducted. At 

the same time, it outlines the instruments to be used (for instance, 

measurement items, measurement scale and the source if such instruments 

were adapted). Moreover, it spells out how these instruments are to be used 

(i.e. the data-collection method) together with the corresponding statistical 

analysis and software (Chinomona, 2012).  

 

The researcher maintains that the objective of her research design is to 

explain - in simple terms - how the research problem is to be addressed and 

how the research aims are to be achieved while taking into consideration the 

limitations of the study. The researcher further maintains that the research 

design was executed on grounds of appropriate evidence obtained in the 

most efficient way in order to get useable, unbiased and accurate responses 

to answer the research questions.  

 

According to Easterby-Smith et al. (2004), ‘research methods’ are techniques 

that are used to aid the data-collection process. Covered in each method is 

the procedure of the research that ought to be performed and explanations 

on how the research approach may affect the findings. 

 

It has been ascertained that the current study reflects a positivist paradigm 

which is deductive in nature. This is a top-down approach; therefore, the 

quantitative research method is applied. 
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4.4.1 Quantitative Approach 

Mukher and Albon (2010) posit that the scientific approach in the positivist 

perspective leads the researcher to use a quantitative research methodology. 

Vogt (2007) elaborates that quantitative research methods analyse numerical 

data using empirical models to explain the subject being studied. These are 

considered to be more objective than qualitative methods that seek to 

explain phenomena subjectively. 

 

This research study is based on a quantitative research technique grounded 

in positivist philosophy in order to obtain the business managers’ views on 

the influence of deficient policy guidelines on customers, issuance, support 

and the sluggish performance of the prepaid card product. This involves the 

collection of primary data from a large number of businesses which are 

issuing prepaid cards. This is done with the intention of generalising the 

results to the wider business population of South Africa as quantitative 

researchers seek explanations and predictions that will generate to other 

persons and places. The intent is to establish, confirm, or validate 

relationships and to develop generalisations that contribute to theory (Leedy 

& Ormrod, 2001).  

Within the sphere of quantitative research, a deductive approach is adopted 

for this study. As described by Snieder & Larner 2009), the deductive 

approach follows the path of logic most closely and the reasoning starts with 

a theory and leads to a new hypothesis. This hypothesis is put to the test by 

confronting it with observations that either lead to a confirmation or a 

rejection of the hypothesis. Gulati (2009) elaborates further by stating 

deductive means reasoning from the particular to the general and if a causal 

relationship or link seems to be implied by a particular theory or case 

example, it might be true in many cases. A deductive design might test to 

see if this relationship or link did obtain on more general circumstances.  
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For this study, the subjects are business managers who issue prepaid cards 

to make payments and the aim of the study is to understand the implications 

of policy shortcomings on the growth of prepaid cards.  

A research design includes: 

 How the data will be obtained: the sampling design; 

 The instruments to be utilised: the measurement items, source and 

measurement scale; 

 How the instruments will utilised: the data-collection method;  

 The intended means for analysing data collected: the data analysis 

procedure and statistical approach 

As Berndt and Petzer (2011) state, quantitative research follows a scientific 

method which is usually descriptive in nature and helps the researcher to 

determine the causal relationships between variables with the data being 

interpreted by means of statistical analysis. The current study employs 

descriptive analysis as the underlying relationships of variables surrounding 

the problem are known (Cant, Gerber-Nel, Nel & Kotze, 2003). The research 

is conducted using a self-administered questionnaire in the gathering of 

primary data for the study. 

 4.5 Sampling Design 

 

Grafstrom (2010) maintains that a sampling design should be easy to 

implement, efficient and have large entropy to be generally applicable.  

 

Collins et al. (2007) proposes that there are two key elements for a sampling 

design: 

 

 Sampling method – This refers to the guidelines and procedures 

through which population elements are integrated in the sample. 
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 Estimator – This is the estimation procedure for analysing and 

determining sample statistics. Different sampling methods use 

different estimators. 

 

There are several difficulties with collecting data to conduct a research study. 

As per Burns and Bush (2006), some of these difficulties lie in connecting 

with every member of the population, insufficient time to reach and collect 

data from the population and ensuring that no member is excluded from the 

research.  

 

Mukher et al. (2010) posit the positivist research perspective allows for 

research to base its conclusions about the research on smaller groups that 

are representative of the population. Sampling therefore enables the data to 

be collected from a smaller group of business managers who issue prepaid 

cards and conclusions to be extrapolated for the population (Krommenhoek 

et al., 2013). The design of samples is a key aspect of survey methodology 

and provides a basis for the sound measurement of economic and social 

phenomena from surveys of businesses and households. 

 

This section of the research considers how business managers are randomly 

selected from the population of companies issuing prepaid cards in Gauteng, 

as well as how the sample method, size and frame are determined for this 

research. 

4.5.1 Target Population 

It is necessary to identify a study population to formulate and conduct such a 

study (Klein & Meyskens, 2001).  Key to the soundness of the research is the 

defining of the target populations: a researcher should clearly specify the 

characteristics of the target population that apply directly to the study.  

Kumar (2005) defines ‘population’ as the entire number of subjects targeted 

by the research from which the information is extracted from and analysed. 
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In this study the target population consists of business managers from 

companies issuing regulated prepaid cards within the nine provinces of South 

Africa. The study will include all applications of prepaid cards. The chosen 

companies were deemed to yield appropriate and sufficient data that was 

required to fulfil the aims of the current study and findings obtained from this 

study will provide insights into customer support, card issuance and 

customer education within the prepaid value chain. 

4.5.2 Sampling Frame 

A ‘sample frame’ refers to the researched environment and the subjects used 

in a study (Yang, Wang & Su 2006). Aaker, Kumar and Day (2004) concur, 

stating that a ‘sampling frame’ is a list of population members that is used to 

create a random sample which could include individuals, households or 

institutions. Chinomona (2012) declares a sampling frame to be, in statistical 

terms, a source material or a device from which a sample is drawn.  

A sampling frame becomes perfect when there is one-to-one mapping from 

the sampling frame to the population elements (Fricker, 2011). This means 

that there should be duplication or clustering. Under- or over-coverage can 

result in coverage bias. In the case of under-coverage, the strategy may be 

to broaden or - in case of the sample frame being over-represented - 

condense the definition of who forms part of the sampling frame. In this 

instance it may also necessitate the re-definition of the ineligible units 

(Fricker, 2011). The researcher’s chosen sampling frame made this study 

less prone to the coverage bias.  

For this study a list of business customers currently issuing regulated prepaid 

cards will be obtained from the banking sector. These companies, who will 

form the subjects of the study, will be randomly selected with the 

respondents being the business managers within the companies. This list will 

form the sample frame of the study. 
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4.5.3 Sample Size 

The sample size influences the accuracy of estimation. Generally larger 

samples result in more precise and robust statistical findings, while smaller 

samples result in less precise and unreliable findings. A good sample has two 

properties: representativeness and adequacy (Singh, 1986). Galpin (2013) 

recommends that as conclusions for the research will be extrapolated from 

the sample results, it is important to ensure that the sample size is 

representative of the population. Singh (1986) suggests that a good sample 

must have two key features:  

 Representativeness; 

 Adequacy. 

In this study, simple random probability is employed and a sample size of 

300 measurement instruments is distributed to business respondents who 

issue prepaid cards within the borders of South Africa. These business 

managers’ issue regulated, association branded prepaid cards that are 

backed by a South Africa bank. This set of respondents is the sample size. 

4.5.4 Sampling Method 

Palys (1997) maintains that research objectives and questions often 

determine the sampling frame in terms of who or what to sample, leading to 

two different sampling techniques, i.e. probability and non-probability 

sampling. This study employs probability sampling as probability sampling 

assumes every respondent in the population has an equal chance of being 

included in the research which aims at reducing bias toward certain 

respondents (Galpin, 2013).  

The aim with probability sampling is that if the sampling were repeated many 

times, it would yield the same results as if the entire population of 

businesses issuing prepaid cards (population of interest) were surveyed. With 

the simple random sampling method of extracting the sample, every unit 

within the population of interest has an equal chance of being selected. It is 
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also advantageous in that it is easy to understand and apply when extracting 

the sampling size. 

4.5.5 Measurement Instruments 

As explained by Fagarasanu and Kumar (2002) in any research study the 

theoretical constructs that are measured are the determining factors for the 

choice of measurement methodology. Questionnaire protocol will serve as the 

primary means for data collection from business managers issuing prepaid 

cards.  

 

The researcher kept in mind the following when formulating the 

questionnaire (Bradburn, Sudman & Wansink, 2004; Mhlophe, 2015): 

 

 Types of Information – Information captured to meet the objectives of 

the study in order to fulfil the purpose of the evaluation. 

 Types of Questions – Questions and the responses were constructed in 

a manner to best capture the information sought in the current study.  

 Type of Format – The chosen format was being user-friendly in order 

to capture the breadth of information sought in the study. 

 

Colosi (2006) suggests the arrangement of a questionnaire tends to influence 

how respondents understand and respond to questions. Adding to this, 

Mhlophe (2015) states the format of the questionnaire heavily impacts the 

quality of the collected data. 

In this study the measurement instrument consists of six sections of which 

five involve measuring each of the five constructs:  

• Section A requires that respondents fill in their background 

information.  
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• Sections B, C, D, E, F measure deficient policy guidelines, insufficient 

customer education, risk-based issuance by banks, inadequate support 

and sluggish product performance.  

The research constructs are operationalised in accordance with previous 

work. A four-item scale is adapted from Cheng, Lam and Yeung (2006) in 

order to measure customer education and a six-item scale is adapted from 

Featherman and Pavlou (2003) in order to measure bank issuance. To 

measure prepaid card usage, an adapted version of a survey conducted by 

Khairuddin, Shukran, Maskat and Isa (2012) is adopted. An eight-item scale 

is adapted from Allen (2012) in order to measure policy guiding principles. 

Proper modifications are made in order to fit the current research context 

and purpose.  

All scale items are measured on a five-point Likert Scale which is anchored 

by 1=strongly disagree to 5=strongly agree to express the degree of 

agreement. Allen and Seaman (2007) describe Likert scales as a 5 point 

bipolar response tool with there being no wrong or right way to build a Likert 

scale; the most important consideration should be  the inclusion of at least 

five response categories. 

4.5.6 Participation of Respondents in this Study 

It was made clear to all respondents that participation in this study was 

totally voluntary. In order to ensure that responses came from a 

representative sample, the inquiry forms were distributed at different times 

and dates. The respondents were urged to fill the survey questionnaire 

truthfully and sincerely. This ensured that the correct data was extracted and 

there would be authenticity in the findings of this study.  

4.6 Chapter Summary 

 

This chapter has provided a comprehensive account of the methodology for 

the current study. To this end, the features of research philosophies 
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(explicating the research paradigm) and a general research methodology 

(divided into sample design, questionnaire design and data collection 

technique) were discussed. Emphasis was placed on the fact that the 

content, research questions and the preferences of the researcher should be 

assessed so as to describe the methodological requirements of a specific 

study. 

In closing this chapter, the researcher explained that study participation was 

voluntary.  
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CHAPTER FIVE: DATA ANALYSIS APPROACH 
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5.1 Introduction 

 

This part of the study focuses on the data analysis procedures and statistical 

approaches that are adopted for the study. The fundamental point of this 

Chapter is to present and expound on the results of the empirical study 

conducted. This will comprise describing the data collected, the response rate 

and crucial research items on the questionnaire and their reliability. The 

research data gathered for this study is coded in short phrases using Excel 

spreadsheets to make the export to the analysing software, for further 

Snieder & Larner, 2009) analysis, easier. To gain an understanding of the 

attributes of each variable, descriptive analysis on information obtained from 

businesses issuing regulated prepaid cards is performed using the SPSS 22 

software package. Structural Equation Modeling (SEM) is conducted using 

SmartPLS, version 3.  

5.2 Hypotheses Testing 

5.2.1 Introduction to Hypotheses Testing 

To test the research hypotheses, a path analysis is performed to indicate the 

path coefficient and significance levels of the posited six linear relationships 

between the five research constructs. 

5.2.2 Reliability and Validity of the Measurement Instrument 

Reliability and validity are two vital elements in the evaluation of a 

measurement instruments. Reliability focuses on the ability of an instrument 

to measure something consistently while validity is about the extent to which 

an instrument measures what it is intended to measure (Tavakol & Dennick, 

2011). Notably, the reliability of an instrument is closely linked with its 

validity. Furthermore, an instrument cannot be valid if it is not reliable, 

though the consistency of an instrument does not hinge on its validity 

(Nunnally & Bernstein, 1994). 
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5.2.3 Reliability of the Measurement Instrument 

Iacobucci and Churchill (2010) state that ‘reliability’ refers to the similarity of 

results provided by the independent but comparable measures of the same 

object or construct, or an index of consistence. This research uses 

Cronbach’s alpha coefficient and Composite Reliability (CR) to check the 

measurement reliability. 

5.2.4 Reliability: Cronbach’s alpha analysis 

The Cronbach’s alpha was developed by Lee Cronbach in 1951. Essentially it 

is a measure of the internal consistency of a test or scale and is expressed as 

a number between 0 and 1 (Tavakol & Dennick, 2011). Both to Kelley (1942) 

and Cronbach (1951) assert that any research grounded on measurement 

must be concerned with the correctness or reliability of measurement. A 

reliability coefficient affirms whether the test designer was accurate in 

expecting a certain collection of items to yield interpretable statements about 

individual variances (Cronbach, 1951).  

 

The researcher in this study assessed the Internal Reliability (IR) of each 

construct by using the standardised Cronbach’s alpha coefficient which is one 

of the most common internal consistency approaches (Dunn, Baguley & 

Brunsden, 2013).  

  

The scale for Cronbach’s alpha ranges from 0 to 1, with coefficients closer to 

1 indicating greater extent of internal consistency (Gliem & Gliem, 2003). 

According to Chinomona (2011) the higher the level of Cronbach’s alpha 

coefficient indicates a higher reliability of the measurement scale. This is 

agreed to by Krommenhoek et al. (2013) who assert that coefficients of 0.6 

and greater are considered to be acceptable for confirming overall internal 

consistency. If the value is low, it could be there are too few items or there is 

little commonality among the items (Churchill, 1979).  As per Lance, Butts 
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and Michels (2006), fairly common Cronbach alpha values are described as 

follows: 

 α ≥ 0.9 = Excellent, but not always desirable – could indicate 

redundancy in the scale questions;  

 0.7 ≤ α < 0.9 = Good; 

 0.6 ≤ α < 0.7 = Acceptable; 

 0.5 ≤ α < 0.6 = Poor; 

 α < 0.5 = Unacceptable. 

5.2.5 Composite Reliability (CR): Alternative to Cronbach’s alpha 

When data analysis involves SEM for the purposes of confirming reliability, 

Hair et al. (2006) propose using both the Cronbach’s alpha and CR because 

the Cronbach’s coefficient tends to understate reliability. Kline (1998) posits 

that CR computes the internal consistency at the item level, using the factor 

loadings from each item generated from a structural model. It is therefore 

calculated after the Confirmatory Factor Analysis (CFA) model is developed. 

As suggested by Fornell and Larker (1981), the current study computed the 

CR values for each of the variables. The factor loadings or standardised 

regression weights of the default model were used to calculate the CR values. 

The following formula was applied: 

(CR): CRη = (Σλyi) 2/ [(Σλyi) 2+ (Σεi)] 

CR = (square of the summation of the factor loadings)/{(square of the 

summation of the factor loadings) + (summation of error variances)}. 

The threshold for CR index of 0.5 for basic research and 6 for exploratory 

research are suggested by Nunnally (1967). Later this value is adjusted by 

Nunnally (1978) to 0.7 which is also recommended by Hair et al. (2006). 

According to literature - Nunnally, 1978; Hair et al., 2006 - a CR index that is 

greater than 0.7 depicts an adequate internal consistency of the construct. 

Hence the researcher considered all the perspectives of both these authors 
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(Nunnally, 1978; Hair et al., 2006) and the threshold to be met is 0.6 ≤ X > 

0.7. 

5.2.6 Validity of the Measurement Instrument 

Easterby-Smith et al. (2002) define ‘validity’ as the degree to which a test or 

instrument measures the attributes that it is supposed to measure and is 

primarily concerned with the accuracy of measurement. Cant et al. (2003) 

maintain that ‘validity’ can be defined as the extent to which differences in 

observed scale scores reflect true differences between objects on the 

characteristics being measured, rather than systematic or random errors. 

The validity of the construct assesses how well the research instrument 

captures and measures the latent variables (Zait & Bertea, 2011).  

 

In this study, ‘validity’ refers to whether the survey questionnaire captures 

and measures the effectiveness of the prepaid card policy, usefulness of 

customer education, and bank’s risk appetite for prepaid cards, quality of 

customer support and the product performance. There are numerous 

techniques available to measure validity. The current study concentrates on 

two kinds of validity: Convergent Validity (CV) and Discriminant Validity 

(DV).  

5.2.7 Convergent Validity 

Peter (1981) describes ‘CV’ as the degree to which the scale correlates with - 

in the same direction - other measures of the same construct. Essentially the 

items show homogeneity within the same construct.  

As per Mhlophe (2015), to determine whether there is CV, corrected item-to-

total correlation was used. A very low item-to-total correlation value 

indicates that the item is diverging or not converging well with others. A 

preferable item-to-total value is the one that is > 0.5. Chin (1998) elaborates 

further by stating CV can also be demonstrated when all the standardised 

regression weights of same construct are more than 0.7. Furthermore, in 
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order to justify the existence of CV, AVE must be at least 0.5 and CR must be 

greater than 0.7 for all variables 

As per Hair et al. (2006) factor analysis attempts to identify underlying 

variables, or factors, that explain and summarise the patterns of correlations 

among variables and to reduce a large number of variables to a smaller 

number of variables. Varimax rotation is more often than not adopted as it 

minimises the number of variables that have high loadings on each factor 

and simplifies the interpretation of the factors (Hair et al., 2006). 

5.2.8 Discriminant Validity 

Malhotra (1996) expresses ‘DV’ as the extent to which a measure is distinct 

from other measures in that it shows heterogeneity between different 

constructs. Bollen (1989) maintains that DV is critical for conducting latent 

variable analysis.  A researcher could draw incorrect deductions if there is a 

lack of DV, resulting in making it difficult for investigators to be certain 

whether results that validate the postulated structural paths are real or 

whether these are as a result of statistical incongruities. The construct and 

individual indicators become questionable if DV is not established.  

Lucas, Diener and Suh (1996) posit that the use of an Inter-Construct 

Correlation Matrix determines the degree to which the constructs are 

discriminant from one another and are not measuring the same variable. This 

would mean plotting constructs against one another to examine the strength 

of their relations with one another.  

To assess DV [AVE], Bove, Pervan, Beatty and Shiu (2009:702) Explain: 

“Discriminant validity is assessed by comparing the shared variance (squared 

correlation) between each pair of constructs against the average of the AVEs 

for these two constructs.” Mhlophe (2015) claims that this correlation is 

regarded as a factor loading. CR and Average Variance Extracted (AVE) are 

related in that CR approximates the degree to which a set of unobserved 
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variable indicators share in their valuation of a variable, whereas AVE is the 

amount of common variance among unobserved variable indicators (Hair et 

al., 1998). The researcher used the correlation matrix to check whether DV 

existed. Essentially the constructs were not supposed to correlate highly with 

each other, (≥0.85), as this would have displayed problems of multi-

collinearity. 

The following section covers the statistical methods that were used to 

analyse the data. Also covered in this next section is the software that was 

used to calculate the results from the raw data. 

5.3 Structural/Path Model Evaluation 

 

According to Mhlophe (2014) SEM or Covariance Structure Analysis is a 

statistical approach to testing hypotheses that relates to the correlations 

between manifest (observed or indicator) variables and latent (unobserved or 

denoted) variables. This view is agreed to by Marsh, Wen, Nagengast and 

Hau (2012).  

 

Mhlophe (2014) further states that SEM is a technique that takes a 

confirmatory methodological approach (for calculating reliability, validity and 

model fit) to the analysis of theory about what is being studied. 

Correspondingly, SEM’s diverse statistical techniques also include path 

analysis. Beran and Violato (2010) elaborate by saying SEM is a framework 

that embroils concomitantly solving systems of linear equations and includes 

procedures such as regression, factor analysis and path analysis. Anderson 

and Gerbing (1988) maintain that SEM can therefore be viewed as a dual 

process: a process that starts with CFA and ends with Path 

Modeling/Analysis. 

 

In this study, the researcher undertakes the SEM procedure in order to 

demonstrate and test the theoretical foundations of the study and the 

implications of the relationships between model constructs. Prior to the SEM 
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procedure a researcher must conduct a review of the literature and then, 

from the theory, a model should be constructed. Following which, the 

instruments should be constructed or adapted. Upon approval of the 

instruments, the researcher can commence with data collection. Thereafter, 

the investigator may commence with the testing of the hypothesised model. 

Therefore, the results would be computed and from these results, 

interpretations should be made in order to make sense of all the 

computations. In figure 7, Chinomona (2014) suggests these steps with the 

SEM approach. 

 

In addition, Khine, Ping and Cunningham (2013) maintain that when the SEM 

software is used, the researcher should firstly specify the model on the basis 

of the theory. Subsequently, the researcher should decide on how variables 

are to be measured, how the required data will be gathered, and after coding 

the gathered data, the researcher then imports the coded data into the SEM 

software package for CFA analysis first and followed by Path Modeling. 

 

Figure 7:  Steps in the Execution of SEM (Chinomona, 2014) 
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5.3.1 Data Coding using Excel Spreadsheet  

The researcher elected first to code the data on an Excel spreadsheet before 

analysis. McLeod (2001) suggests that data is a collection of information 

which denotes fragments of information that directly mirror the phenomena 

under study, independent from those who gathered it (Polkinghorne, 2005). 

The research will therefore follow the approach suggested by Lethbridge and 

Laganière (2005) whereby each question in the survey is allocated a value 

and then the data is condensed into a coherent format. Following the thought 

pattern of Lethbridge et al., (2005) the coded data will then be subjected to 

the quantitative assessment of the study. 

5.3.2 SPSS and SmartPLS statistical software 

This software was employed as it suits the population of 300 that the 

researcher has chosen. 

5.3.3 Confirmatory Factor Analysis (CFA) 

Burton, Ryan, Axelrod, Schellenberger and Richards (2003) assert that CFA is 

an analytical instrument that allows the researcher to explore hypotheses 

about what constructs the test in question is measuring, thereafter providing 

an empirical foundation for scientific interpretation. The underlying 

philosophy in this test is that the researcher becomes construct number-

specific. In other words the investigator specifies a particular number of 

constructs which are correlated and observed variables measuring each 

construct (Schumacker & Lomax 2004). Nusair and Hua (2010) posit that the 

notion behind this phenomenon is to assess to what extent the proposed 

theoretical model is validated by the sampled data. In Figure 8 is an 

illustration of the CFA model. 
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Figure 8:  CFA Model (Mhlophe, 2015: adopted from Khine et. al., 

2013) 

Mhlophe (2015) explains the assumptions of the CFA model: 

 Dimensionality is presumed to be known, i.e. from latent characters; 

 Linear model – This means that change in the latent trait by one unit 

(X) has a similar growth in estimated item response (Y) at all points of 

factor (Z); 

 The objective is to estimate covariance between items on the basis of 

model fit; 

 Models can be presented without μi (the item intercepts) as this does 

not contribute to the covariance. 

5.3.4 Path Modeling 

According to Mhlophe (2015), once reliability and validity of measurement 

instruments, alongside with model fit under CFA, are tested - and acceptable 

thresholds are met - the next step is path modeling. Khine et al. (2013) 

assert that ‘path modeling’ is am SEM technique that can be defined by a 

measurement model linking the manifest variables to their latent variable.  

 

Chatelin, Vinzi and Tenenhaus (2002) maintain that it is also viewed as a 

structural model that links independent unobserved variables to other 

unobserved variables. Khine et al. (2013) in Mhlophe (2014) suggest that a 
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path diagram consists of boxes that represent manifest or measured 

variables and circles that represent latent or unmeasured variables with both 

measured and unmeasured variables linked by arrows. ‘Paths’ or single-

headed arrows refer to causal relationships as per the model while double-

headed arrows show co-variances or correlations that have no causal 

interpretation (Hox & Bechger, 1998).  

 

Fox (2006) maintains that an appealing way of representing SEM is in the 

form of a causal graph, called a path diagram. The following conventions are 

used in the path diagrams: 

 

 A directed (single-headed) arrow represents a direct effect of one 

variable on another. Each such arrow is labelled with a structural 

coefficient. 

  A bidirectional (two-headed) arrow represents a covariance between 

exogenous variables or errors that are not given causal interpretation. 

The structural equation of a model can be understood in a straightforward 

manner from the path diagram. 

 

The diagrammatic representation of the overall data analysis approach is 

detailed in Figure 9. 
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Figure 9:  A diagrammatic representation of the overall data analysis 

approach 

5.3.4.1 Strengths of SEM  
 

Tomarken and Waller (2005) profess that SEM is the most broadly valid 

statistical technique presently available and it has numerous flexible and 

unique capabilities, with the most eminent feature of this potent statistical 

tool being its ability to specify latent variable models. Such models provide 

separate estimates of associations between unobserved variables and their 

observed indicators which are the measurement model as well as the 

associations among research constructs, in other words the structural model. 

 

Mhlophe (2015) concurs by stating that as a data-analytic framework, SEM 

has innumerable appealing features. SEM has claimed that investigators can 

evaluate the psychometric properties of procedures and are able to 

approximate relationships between variables that are adjusted for biases that 
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relates construct-irrelevant variance and random error (Bollen, 1989). 

However, Tomarken and Waller (2005) caution that these psychometric 

benefits of unobserved variables can be exaggerated and depend mainly 

upon different methodological aspects that are operational in a specific study. 

 

A further accepted strength of SEM is the perceived availability of measures 

of global fit (Kline, 1998). These measures may perhaps offer a summary 

evaluation of even multifaceted models that consist of many linear equations 

(Tomarken & Waller, 2005). MacCallum, Browne and Sugawara (1996) 

proclaim another strength of SEM is that it makes it possible for scholars to 

test directly the relevant model instead of using other ineffective alternatives  

 

Summing up SEM, the researcher is of the opinion that SEM is relatively 

young having its roots in papers that only appeared in the late 1960s. As 

such the methodology is still developing and even fundamental concepts are 

subject to revision. Nonetheless, in effect in its current form it is still a 

cutting-edge and a powerful statistical model. 

5.3.4.2 A Definition of SmartPLS 

 

SmartPLS is software with graphical user interface for variance-based SEM 

using the partial least squares (PLS) method. The software can be used in 

empirical research to analyse collected data (e.g. from surveys) and test 

hypothesised relationships.  

 

According to Dijkstra, (2010), the PLS path modeling method was developed 

by Wold (1982) and the PLS algorithm is essentially a sequence of 

regressions in terms of weight vectors. The weight vectors obtained at 

convergence satisfy fixed-point equations. Lohmöller (1989) suggests the 

basic PLS algorithm includes the following three stages: 
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Stage 1: Iterative estimation of latent variable scores, consisting of a four-

step iterative procedure that is repeated until convergence is obtained or the 

maximum number of iterations is reached: 

 Outer approximation of the latent variable scores; 

 Estimation of the inner weights; 

 Inner approximation of the latent variable scores; 

 Estimation of the outer weights. 

Stage 2: Estimation of outer weights/loading and path coefficients. 

Stage 3: Estimation of location parameters. 

Sander and Lee (2014) describe SmartPLS as a valid tool to test a model and 

to describe complex structures which has a program that helps to create a 

and evaluate a model. This model has not been used in the research field of 

human resources under consideration of the employment seeking process 

before so this is a novel research undertaking creating new opportunities in 

this field. The flexibility of the SmartPLS software and less restricted rules 

enables scientists to explore causal mechanism with small samples and 

undistributed data. The researcher has elected to utilise the SmartPLS 

software for this study the sample size is 300. 

5.3.4.3 Conclusion of Data Analysis Approach 

This chapter concludes with a comprehensive account of the methodology for 

the current study. This discussion covered the features of research 

philosophies (explaining the research paradigm) and a general research 

methodology (divided into sample design, questionnaire design and data 

collection technique). A broad discussion of SEM was provided alongside the 

preferred statistical software, i.e. SmartPLS.  
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5.4 Analysis of Results 

5.4.1 Introduction 

As per Jandagh and Matin (2010) data analysis is a practice of systematically 

applying statistical and/or logical techniques to describe, illustrate, 

summarise, and evaluate data. Zikmund, Babin, Carr and Griffin (2010) 

elaborate saying that, data analysis is about the ability to understand and 

construe the collected data, after applying reasoning to the data.  

 

The principle aim of this chapter to delve into data analysis results for this 

study. For this reason, the researcher sampled 300 business managers of 

companies issuing prepaid cards within South Africa, with the respondents 

working in different functional units of the businesses.  

 

This chapter sets the scene for the data analysis discussion and is followed 

by the presentation of data analysis procedure used by this study. The 

researcher describes the sample and covers a test of measures and accuracy 

analysis statistics. At this point, measures’ reliability and validity using varied 

methods to test accuracy is conducted.  

 

Cronbach’s alpha for reliability measurement and testing as well as CR value 

are used. The AVE and the Inter-Construct Correlation Matrix are used for 

the purposes of validation of DV. In addition, factor loadings and items to 

total correlation values are used to check CV.  

 

Once reliability and validity of measurement instruments, alongside model fit 

under CFA are tested, and acceptable thresholds are met, the next step is 

path modeling which is a SEM technique that can be defined by a 

measurement model linking the manifest variables to their latent variable. 
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The researcher opted to make use of SmartPLS software in order to run the 

SEM. This is as the proposed relationships are run concurrently and SEM is 

the programme that can be modelled precisely to conceptualise the 

philosophy under study. The employment of SmartPLS software to run the 

structural equation modeling allowed the researcher to analyse SEM in a 

graphical form instead of complicated command functions. 

 

5.4.2 Descriptive Results 

The researcher opted to distribute self-administered questionnaires which 

were both hand- and electronically delivered. For both media of distribution 

there was thorough guidance provided as to how to complete the 

questionnaire.  

 

A total of 300 questionnaires were distributed with 140 successfully 

completed and all 140 suitable for analysis. This ultimately means the 

response rate for this study is 46.7%. It could be argued that the response 

rate is low; however, given the limitations associated with the use of self-

administered questionnaires for data collection and the work environment of 

the respondents, it was expected. Fatoki and Asah (2011) agree that there 

could be limitations associated with self-administered questionnaires.  

 

At this point, the researcher would like to emphasise that descriptive 

statistics examine patterns in order to collate and exhibit a cluster of data 

which aims to define the individualities of the cohort in order to draw 

associations. Concluding from the descriptive statistics below, this was 

achieved. 
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5.4.3 Descriptive Statistics 

Figures 10 - 15 present the outline for the sample cohort, which includes 

frequency and percentages associated with the distribution of the 

respondents. The results are discussed after each table.  

 

 

GENDER 

 

Figure 10:  Gender and Pie Chart 

 

 

It can be observed in Figure 10 that males represent 42.1% (59 out of 140) 

of the total sample as compared to females who represent 56.4% (79 out of 

140) of the total sample. Others represent 1.4 %(2 out of 140) of the total 

sample. 
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EMPLOYMENT-STATUS 

 

Figure 11:  Employment Status and Pie Chart 

 

It can be observed in Figure 11 that most of the respondents are represented 

by the category of employment of nine to 12 years. This is indicated by 

42.9% (60 out of 140) of the total sample. Employees who had been with 

their respective companies for more than 13 years represented 25.7% of the 

sample, followed by employees who had been employed for between five to 

eight years coming in at 14.3%. Respondents who had been there for one to 

four years made up 12.1% of the sample. The smallest number of 

respondents is those with less than one year employment consisting of 5% 

(7 out of 140) of the total sample. 
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POSITION 

 

Figure 12:  Position at Company and Pie Chart 

 

Figure 12 is an illustration of the respondents’ position occupied at their 

respective companies. Most of the respondents are in senior management 

and represented 47.1% of the sample. These were followed by those who are 

Middle Managers (which is represented by 20.7%), those who are Executive 

Managers (represented by 14.3%), followed by Administrators and Support 

Staff who represented 11.4% of the sample and finally Supervisors 

represented 6.4% of the total sample of 140 respondents. 
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LEVEL OF EDUCATION 

 

Figure 13:  Level of Education 

 

Figure 13 is an illustration of the participants’ level of education. Most of the 

participants are undergraduates indicated by 33.1%. These were followed by 

those who have Honours and Masters Qualifications, each representing 

22.3% with those who had completed Matric represented by 16.5%. 

Participants holding PhDs came in at 5.8%. 
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INCOME 

 

Figure 14:  Income 

 

As seen in Figure 14, participants with an income between R750 001 and 

R1000 000 had the highest representation indicated by 25.9% (36 out of 

140) of the total sample. Respondents whose income is R1 250 000 and 

above came to 20.1% of the total sample, while 19.4% are those 

respondents earning between R1 000 001 - R1 250 000, with 18% being 

participants earning between R500 001 - R750 000. Those participants 

earning less than R500 000 came in at 16.5% (23 out of 140). 
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DEPARTMENT 

 

Figure 15:  Function Department in the Organisation 

 

As seen in Figure 15, participants in Business Operations department had the 

highest representation, 52.5% (73 out of 140) of the total sample. 

Participants in Finance were represented by 18% of the total while other 

departments made up 12%. Marketing participants equated to 7.2% of the 

sample, IT participants made up 4.3% of the sample. A total of 3.6% of the 

sample were participants from Customer Value Management with the least 

represented group being the Call Centre Operation Department at 1.4% (2 

out of 140). 
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Figures 16 to 40 present the findings of the survey which covered the five 

constructs of the survey. Also included are the frequency and percentages. 

The results are discussed after each table.  

 

THE POLICY FORMULATED FOR REGULATED PREPAID CARD 

PRODUCTS FACILITATE EASY BUSINESS 

 

Figure 16:   Policy Facilitates Easy Business 

 

It can be observed in Figure 16 that most of the respondents disagree that 

the policy formulated for regulated prepared card products facilitates easy 

business. The smallest group indicated that they strongly agree with the 

policy, with 14.3% of the respondents being neutral.  
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THE PREPAID CARD POLICY HAS NEGATIVELY IMPACTED MY 

BUSINESS 

 

Figure 17:  Negative Impact on Business 

 

 

As depicted in Figure 17, the largest group was represented by respondents 

who agree with the statement that the prepaid card policy has negatively 

impacted their business, with a further 4.3% of the respondents strongly 

agreeing with the proposed statement. 
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AS A CARD ISSUER, I FIND THE PREPAID CARD POLICY CLEAR AND 
EASILY UNDERSTANDABLE 

 

 

Figure 18:  Clarity of Policy 

 

 

It can be observed in Figure 18 that most of the respondents disagree that 

they find the prepaid card policy clear and easily understandable. The 

second-largest group are neutral. The smallest group indicated that they 

strongly agree the policy is clear and understandable. 
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I BELIEVE THE ALIGNMENT OF REGULATION ON REGULATED AND 

UNREGULATED PREPAID CARDS WOULD BENEFIT THE PREPAID CARD 

INDUSTRY 

 

Figure 19:  Benefit of Aligning Regulated and Unregulated Prepaid 
Cards 

 

It can be observed in Figure 19 that most of the respondents agree the 

alignment of regulation on regulated and unregulated prepaid cards would 

benefit the prepaid card industry. The second-largest group of respondents 

strongly agreed with the proposed statement while the smallest group 

indicated that they strongly disagree with the proposed statement. 
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THE PREPAID CARD GUIDELINES COVER THE KEY REQUIREMENTS IN 

TERMS OF LEGISLATION 

 

Figure 20:  Inclusion of Key Policy Guidelines 

 

As seen in Figure 20 the largest group is represented by respondents who 

disagree with the statement that the prepaid card guidelines cover the key 

requirements in terms of legislation. The smallest group - 4.3% of the 

respondents - strongly agrees with the proposed statement. 

 

 

 

 

 

 

 

 



104 

 

CURRENT CUSTOMER EDUCATION INITIATIVES ARE MEETING MY 

NEEDS 

 

Figure 21:  Customer Education Meeting Customer Needs 

 

As depicted in Figure 21 above, the largest group was represented by 

respondents who disagree with the statement that the current customer 

education initiatives are meeting their needs. The smallest groups agree with 

the proposed statement and 13.6% strongly disagreeing with the statement. 
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I AM REGULARLY UPDATED ON ISSUES THAT IMPACT THE 

EXPERIENCE OF MY CUSTOMERS 

 

Figure 22:  Communication of Customer Issues 

 

It can be observed in Figure 22 that most of the respondents disagree that 

they are regularly updated on issues that impact the experience of their 

customers. The smallest group indicated they agree that they are regularly 

updated. 
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CUSTOMER EDUCATION INITIATIVES ATTRACT MORE CUSTOMERS 

FOR MY COMPANY 

 

Figure 23:  Customer Education Initiatives on Customer Attraction 

 

It can be extrapolated from Figure 23 that most of the respondents disagree 

customer education initiatives attract more customers for the company. The 

smallest group of respondents - 1.4% of the total number of respondents - 

indicated that they strongly agree with the proposed statement. 
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MY CUSTOMER QUERIES DO NOT PERTAIN TO CUSTOMER EDUCATION 

ISSUES 

 

Figure 24:  Issues Pertaining to Customer Education 

 

Figure 24 illustrates that most of the respondents disagree that their 

customer queries do not pertain to customer education issues. The second-

largest group of respondents indicated that they are neutral about the 

proposed statement, with the least number of respondents strongly agreeing. 
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MY BANK’S CUSTOMER EDUCATION INITIATIVES ON PREPAID CARDS 

HELPS MINIMISE MY COMPANY’S COMPLAINTS. 

 

Figure 25:  Customer Education Initiatives Impact on Complaints 

 

As seen in Figure 25 above the largest group of respondents - 50.7% of the 

total number of respondents disagree - with the statement that the bank’s 

customer education initiatives on prepaid cards helps minimise their 

company’s complaints. The smallest groups agree with the proposed 

statement. 
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DURING THE SALES PROCESS I WAS FULLY AWARE OF WHAT WAS 

EXPECTED OF MY COMPANY WHEN ISSUING PREPAID CARDS. 

 

  

 

As illustrated in Figure 26, the largest group is represented by respondents 

who disagree with the statement that during the sales process they were 

fully aware of what was expected of their company when issuing prepaid 

cards, with a further 20% strongly disagreeing that during the sales process 

they were fully aware of what was expected of their company when issuing 

prepaid cards. The smallest group - 5.7% of the total respondents - strongly 

agree with the proposed statement. 

 

 

 

 

Figure 26:  Awareness During Sales Process 
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THE RISK APPETITE ON PREPAID CARDS IS RESTRICTING MY 

BUSINESS FROM GROWING 

 

Figure 27:  Risk Appetite Effect on Business 

 

It can be observed - from Figure 27 above - that most of the respondents 

agree that the risk appetite in prepaid cards is restricting their business from 

growing, A further 20.7% of the respondents strongly agree with this 

proposed statement. The smallest group of respondents indicated that they 

strongly disagree with the proposed statement. 
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THE PREPAID CARD POLICY IS NOT CONDUCIVE TO GROWING THE 

PREPAID CARD MARKET 

 

Figure 28:  Policy Conduciveness to Growth 

 

It can be observed - in Figure 28 - that most of the respondents agree the 

prepaid card policy is not conducive to growing the prepaid card market. The 

smaller groups of respondents indicated that they strongly disagree and 

disagree with the proposed statement. 
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WITH MORE RELAXED REGULATION ON PREPAID CARDS, I WOULD 

HAVE MORE USE CASES FOR THE PREPAID CARD PRODUCT 

 

Figure 29:  Regulation Impact on Product Usage 

 

As depicted in Figure 29 the largest group is represented by respondents who 

agree with the statement that with more relaxed regulation on prepaid cards, 

they would have more uses for the product. The smallest groups strongly 

disagree with the proposed statement. 
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IN MY OPINION, I BELIEVE THAT PREPAID POLICY DECISIONS NEED 

TO BE REFINED TO CATER FOR THE SOUTH AFRICAN COMMUNITY 

 

Figure 30:  Applicability of the Prepaid Product for South Africa 

 

As seen in Figure 30 above the largest group is represented by respondents 

who agree with the statement that in their opinion, the prepaid policy 

decisions need to be refined to cater for the South African community. A 

further 32% of the respondents strongly agree with the proposed statement. 

The smallest group strongly disagree with the proposed statement. 
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SUPPORT FOR MY RECIPIENTS/CARDHOLDERS IS OFFERED WHERE 

AND WHEN IT IS REQUIRED 

 

Figure 31:  Appropriateness of Customer Support 

 

As illustrated in Figure 31, 45.7% of the respondents - which represents the 

largest group - disagree with the statement that support to their 

recipients/cardholders is offered where and when it is required. This is 

followed by 21.43% who also strongly disagree with this proposed 

statement. The smallest group strongly agree with the proposed statement. 
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SERVICE AND SUPPORT STRATEGIES ARE DIFFERENTIATED 

BETWEEN THE BANKS 

 

Figure 32:  Differentiation of Support between Banks 

 

It can be observed - in Figure 32 - that most of the respondents disagree 

that the service and strategies for prepaid cards are differentiated between 

the banks. The smallest group of respondents indicated that they strongly 

agree with the proposed statement. 
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THE BANK’S PREPAID CARD PRODUCT FUNCTIONALITY DOVETAILS 

WITH ITS SUPPORT PROCESSES 

 

Figure 33:  Product Functionality Alignment to Support Process 

 

It can be observed - in Figure 33 above - that most of the respondents 

disagree that the bank’s prepaid card product functionality dovetails with its 

support processes, with a further 22.1% strongly disagreeing with this 

statement. The smallest groups of respondents indicated that they strongly 

agree with the proposed statement. 
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THERE ARE TIMES WHEN I LOST BUSINESS/MONEY BECAUSE OF 

POOR SUPPORT 

  

Figure 34:  Support Impact on Business 

 

It can be observed - in Figure 34 above - that more than half of the 

respondents agree that there are times when they lost business/money 

because of poor support, with 20% neutral on this point. The smallest groups 

of respondents indicated that they strongly disagree with the proposed 

statement. 
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THE BANK’S SUPPORT PROCESSES MINIMISE MY COMPANY’S 

EXPOSURE TO FRAUD 

 

Figure 35:  Impact of Bank Support on Fraud 

 

Figure 35 illustrates that the largest group of respondents disagree that the 

bank’s support processes minimise the company’s exposure to fraud. The 

smallest group - 0.7% of the respondents - strongly agree with the proposed 

statement. 

 

 

 

 

 

 

 

 



119 

 

THE PREPAID CARD ISSUANCE PLATFORM IS EASY TO USE 

 

Figure 36:  Platform Ease of Use 

 

As observed in Figure 36 above, the largest group is represented by 

respondents who disagree with the statement that the prepaid card issuance 

platform is easy to use, with neutral respondents representing 23.6% of the 

total. The smallest group strongly agree with the proposed statement. 
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I AM HAPPY THAT THE VALUE I GET FOR THE PREPAID CARD IS 

ALIGNED TO THE PRICE MY COMPANY INCURS FOR THE PRODUCT 

 

Figure 37:  Customer Perception of Value against Cost of Product 

 

As observed from Figure 37, the largest group -is represented by 

respondents who disagree with the statement that they are happy the value 

they get for the prepaid card product is aligned with the price the company 

incurs for the product. A further 29.3% of respondents strongly disagree with 

the proposed statement. The smallest group strongly agree with the 

proposed statement. 
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I CONSIDER THE PREPAID CARD TO BE MY FIRST CHOICE WHEN I 

NEED TO MAKE A PAYMENT 

 

Figure 38:  Customer Choice when Making a Payment 

 

It can be observed in Figure 38 that most of the respondents strongly 

disagree that they consider the prepaid card to be they first choice when 

they need to make a payment, with a further 37.9% of the respondents 

disagreeing with this comment. The smallest group of respondents indicated 

that they strongly agree with the proposed statement. 
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IN TERMS OF THE PREPAID CARD PRODUCT AND MY BUSINESS, THE 

BANK UNDERSTANDS MY BUSINESS REQUIREMENTS 

 

Figure 39:  Understanding of Customer Requirements 

 

As illustrated in Figure 39, more than half of the respondents disagree that 

their bank understands their prepaid card and business requirements. The 

smallest group of respondents indicated that they strongly agree with the 

proposed statement. 
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MY RECIPIENTS/CARDHOLDERS FULLY UNDERSTAND THE PRODUCT 

GUIDELINES AND BENEFITS 

 

Figure 40:  Understanding of Product Attributes and Benefits 

 

It can be observed in Figure 40 that most of the respondents disagree their 

recipients/cardholders fully understand the product guidelines and benefits. 

The smallest group of respondents indicated that they strongly agree with 

the proposed statement. 

5.4.4 Confirmatory Factor Analysis 

As previously stated, Lee Cronbach developed Alpha in 1951 to provide a 

measure of the internal consistency of a test or scale. This is expressed as a 

number between 0 and 1. As per Chinomona (2011), Internal Consistency 

(IC) is required in the event that items are used to form a scale. Chinomona 
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(2011) elaborates by stating that since the items employed should all 

measure the same thing, they should be correlated with one another.  

 

Validity and reliability are two fundamental elements in the evaluation of a 

measurement instrument. Instruments can either be skill, conventional 

knowledge, attitude tests, clinical simulations or survey questionnaires. 

Instruments must be able to measure concepts, psychomotor skills or 

affective values. Validity is concerned with the extent to which an instrument 

measures what it is intended to measure. Reliability is concerned with the 

ability of an instrument to measure consistently.  

 

The coefficient that can be employed to effectively to assess IC is Cronbach's 

alpha. It is also worthwhile to note that Cronbach’s alpha coefficient is one of 

the most common internal consistency approaches employed in research. It 

is for this reason the researcher employs Cronbach’s alpha coefficient in 

order to determine the mean reliability coefficient for all possible ways of 

splitting a set of items in half. Since the value of α - which ranges from 0 to 1 

- represents the level of the reliability in the measurement α value closer to 1 

has better reliability.  

 

Churchill (1979) maintains that a value that is low either has too few items 

or it portrays little commonality among the items. The researcher would like 

to point out that the reliability of an instrument is closely associated with its 

validity. An instrument cannot be valid unless it is reliable. However, the 

reliability of an instrument does not depend on its validity. 
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Table 3:  Cronbach’s Alpha Test For The Study In Question 

 

 

As indicated above all the Cronbach alpha values surpass the recommended 

threshold of 0.6 as suggested by Dusick (2011). Cronbach’s alpha coefficient 

is one of the most common internal consistency approaches (Dunn, Baguley 

& Brunsden, 2013). According to Chinomona (2011), a higher level of 

Cronbach’s alpha coefficient indicates a higher reliability of the measurement 

scale. This study’s Cronbach’s alpha results therefore validate the reliability 

of measures used. As can be seen in Table 3, all the Cronbach’s alpha 

coefficients for the respective research variables have met the required 

threshold of 0.6. 

 

5.4.5 Composite Reliability 

CR is obtained by combining all of the true score variances and co-variances 

in the composite of indicator variables related to constructs by dividing this 

sum by the total variance in the composite. In order to examine the internal 

Reliability, a Composite Reliability test has to be done (Chinomona, 2011). 
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Table 4:  Composite Reliability 

 

 

Yang and Lai (2010) posit that in reliability analysis, an acceptable CR value 

must exceed 0.7. CR for this study - as depicted in Table 4 - indicates that 

the values exceed the recommended 0.7. CR values for all variables range 

from 0.702 to 0.852. This, therefore, is confirmation of IR for all the 

constructs of the study. 

5.4.6 Validity of the Measurement Instruments 

The researcher has made use of the following to establish the validity of the 

measurement instruments: 

 

 Convergent Validity, which is assessed using the factor or item 

loadings and Item to Total Correlation Values. 

 Discriminant Validity, which is assessed using the Average Variance 

extracted and Inter-Construct Correlation Matrix.    

5.4.6.1 Convergent Validity 

 

As per Bhebhe (2014) CV refers to the degree, to which the scale correlates 

in the same direction with other measures of the same construct, i.e. the 

items show homogeneity within the same construct. Peter (1981) maintains 
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that ideally an item is expected to be related with other items that measure 

the same constructs (CV) but differ from items which measure different 

constructs (DV). Both categories are generally evaluated by using factor 

analysis.  

CV is a sub-type of Construct Validity. Construct Validity means that a test 

designed to measure a particular construct is actually measuring that 

construct. CV takes two measures that are supposed to be measuring the 

same construct and shows that they are related. CV was assessed using the 

item-to-total correlation coefficients and factor loadings. The item-to-total 

correlation coefficients and factor loadings are expected to be above 0.5. This 

means that the items should at least explain 50% of what they are expected 

to measure. 

 

As can be extracted from Table 5, all the items met the acceptable threshold 

and therefore converged well on the respective variables they were expected 

to measure. Table 5 also provides the descriptive statistics - mean values 

and standard deviations - for the respective constructs. The standard 

deviations for the research variables are less than 1 which is an indication 

that the mean values are representative of the average views of the research 

elements. 

 

 Factor/Item Loadings 

The results are detailed in Table 5. Extrapolated from the table are 

that all the items loaded above 0.5. This implies that there is CV. This 

means that all the measurement instruments clarified at least 50% of 

what they are supposed to measure. 

 

 

 

 

http://www.statisticshowto.com/construct-validity/
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  Item-To-Total Correlation Values 

Drawing from the results presented in Table 5 the item-to-total 

correlation values are above the recommended 0.5 therefore this 

additionally verifies the existence of CV. 

  

Table 5:  Measurement Accuracy Assessment and Descriptive 

Statistics 
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5.4.6.2 Discriminant Validity 
 

There are two methods to measure DV: AVE and Inter-Construct Correlation 

Matrix 

 

 Average Variance Extracted 

The AVE estimate reflects the overall amount of variance in the indicators 

accounted for by the latent construct (Chinomona, 2011). For this study, the 

researcher assessed the AVE through use of the following formula: 

Vη = Σλyi2/ (Σλyi2+Σεi) 

AVE = {(summation of the squared of factor loadings) / {(summation of the 

squared of 

factor loadings) + (summation of error variances)} 

 

An acceptable exemplification of the latent construct by the item becomes 

acknowledged if the variance extracted estimate is above 0.5 (Sarstedt, 

Ringle, Smith, Reams & Hair, 2014).  

 

Table 6:  Average Variance Extracted 

 

 

As per Table 6, all the AVE for the research variables reveals that the latent 

constructs are unique and distinct from one another. Fraering and Minor 
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(2006) agree with this which confirms the existence of DV. The results 

indicate that most of the values range from 0.530 to 0.549.  

 

 Inter-Construct Correlation Matrix 

Lehmann and Farley (1981) state that a correlation matrix serves as a basis 

for many types of analysis which includes two-variable association, multiple-

relationship structural models as well as reliability and validity studies. 

 

When testing for DV or not, it is critical to distinguish if the observed variable 

shows a higher loading on its own construct than on any other construct 

included in the structural model. Chinomona (2011) suggests that to test for 

DV is to evaluate if the association between the research constructs is less 

than 1.0.  

 

Apart from AVE values, the other method used to check on the DV of the 

research constructs was the evaluation of whether the correlations among 

latent constructs were less than 1.0. A correlation value between constructs 

of less than 0.8 is recommended in the empirical literature to confirm the 

existence of DV (Bagozzi, Yi & Phillips 1991; Nunnally and Bernstein, 1994).  

  

Table 7:  Inter-Construct Correlation Matrix 
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The researcher would like to draw attention to the correlation matrix depicted 

in Table 7 which confirms that all the links between the study variables were 

lower than the acceptable level 0.8. For this reason, DV is confirmed.  

5.4.7 Path Modeling Results of the Conceptual Model 

Partial Least Squares Path Modeling is a statistical data analysis methodology 

that exists at the intersection of Regression Models, Structural Equation 

Models, and Multiple Table Analysis methods. Sanchez (2013) elaborates by 

saying that each of the connected variables is obtained by combining a set of 

other variables. Although this is the interesting part it is also the tricky part 

but the most important to keep in mind is the network of connected 

variables. PLS Path Modeling quantifies the relationships by considering the 

network as a system of multiple interconnected linear regressions. 

 

 

Figure 41:  Path Modelling Results and the Item Loadings for the 
Research Constructs 
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The results tabulated in Figure 41 are also presented in Table 5. The 

implications of the research findings are provided in Chapter 6. 

5.4.7.1 Hypothesis Testing 
 

Nusair and Hua (2010) state that on concluding the assessment and 

finalisation of the hypothesised measurement and structural model, the 

examination of causal relationships among latent variables - by path analysis 

- would be the next step. Pather (2015) maintains that according to the 

literature, SEM emphasises that certain latent variables influence other latent 

variables either directly or indirectly with the model, which results in 

estimation results that signify how the latent variables are associated.  

Table 8 contains the estimation results for this study. It contains the 

proposed hypotheses, factor laodings and the p values to indicate 

significance or rejection of hypotheses. According to Chinomona, Lin, Wang 

and Cheng, (2010) p values <0.05, <0.01 and <0.001 are signals of 

relationship significance. Further, positive factor loadings signal strong 

relationships among latent variables. 
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Table 8:  Hypothesised Relationships 

 

 

These findings may suggest that the previously derived conceptual model 

was a plausible representation of the collected data, however - based on 

these findings - modifications would be required. These are reflected in 

Figure 42. 

5.5 Chapter Summary 

 

This chapter provided a broad discussion on how the data was analysed and 

how the results were computed. A series of steps was followed starting from 

data coding on Excel, moving on to a data-cleansing process, and finally 

ending off with data importation to SPSS 22 (for descriptive statistics) and 

SmartPLS (for SEM). On the import of data to the statistical software, the 

analysis process started. The researcher found it helpful to adopt a SEM for 
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the current study as this tool made allowances for scrutinising a series of 

relationships concurrently.  

 

Overall, based on the results of the empirical study it can be concluded that 

deficient policy guidelines impact take-up of the prepaid card product. 
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CHAPTER SIX: DISCUSSION OF RESULTS, 

LIMITATIONS, RECOMMENDATIONS, 

IMPLICATIONS AND FUTURE DIRECTION 
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6.1 Introduction 

 

This section covers the study findings with the aim of providing clarification, 

imparting meaning to and giving an interpretation of the results of the study. 

The current study investigates the predicting role of prepaid card policy on 

the take-up of the product within South Africa. The six hypotheses developed 

by the study are examined. Findings regarding each of the hypotheses are 

discussed below. Based on the findings, Figure 42 presents the best fit 

model. Based on the results and the discussion on the findings of the current 

study, recommendations are also provided. Thereafter, the researcher 

discusses the implications together with the contributions of this study.  As 

no study can be protected from inevitable constraints, some of the key 

limitations that pertain to the study are also outlined. It is only after these 

limitations are highlighted that conclusions are drawn and future research 

directions are highlighted.  

6.2 Research Findings 

6.2.1 Hypothesis One (H1): Deficient Prepaid Card Policy and 

Insufficient Customer Education 

It can be observed in Table 5 that H1 Deficient Prepaid Card Policy Guidelines 

(DPG)  Insufficient Customer Education (ICE) is supported by the 

hypothesis. The t statistics are significant at 8.326. The path coefficient is 

0.618. DPGs positively impacts insufficient customer education. Furthermore, 

it can also be noted that of all the six hypotheses, H1 is seen to be the 

second-strongest relationship. Based on these findings, it can therefore be 

affirmed that prepaid card policy directs and informs customer education 

initiatives.  

6.2.2 Hypothesis Two (H2): Deficient Prepaid Card Policy and Risk-

Based Issuance by Banks 
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It was revealed in Table 5 that H2 Deficient Prepaid Card Policy Guidelines 

(DPG)  Risk Based Issuance by Banks (RBI) is not supported by the 

hypothesis. The t statistics are significant at 8.786 and the path coefficient is  

-0.634. This suggests that policy deficiencies on prepaid card do not result in 

banks becoming more risk averse and adopting risk-based issuance policies. 

Thus, the findings impart a clear and concise message: the fact that banks 

are not issuing prepaid cards has no bearing on a weak or vague product 

policy. 

6.2.3 Hypothesis Three (H3): Deficient Prepaid Card Policy Guidelines 

and Inadequate Customer Support 

The conclusions presented in Table 5 that H3 Deficient Prepaid Card Policy 

(DPG)  Customer Support (ICS) supports the hypothesis. It is significant 

with t statistics = 9.001. The path coefficient is 0.696. This suggests that 

deficient prepaid card policy has a positive and direct influence on inadequate 

customer support. This relationship is the strongest of all the hypothesised 

relationships. Thus, the more comprehensive and uncomplicated a policy is, 

the more effective is the support of the product. Based on these findings, it 

can therefore be concluded that deficiencies in prepaid card policy have 

impacted the manner in which the product is supported. 

6.2.4 Hypothesis Four (4): Insufficient Customer Education and 

Sluggish Product Performance 

It can be observed in Table 5 that H4 Inadequate Customer Education (ICE) 

 Sluggish Product Performance (SPP) is supported by the hypothesis 

although it is insignificant with t statistics at 0.631. The path coefficient is 

0.082. This, however, still does suggest that insufficient customer education 

has a positive influence on sluggish product performance. This relationship 

further indicates that poor quality of customer education initiatives will lead 
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to an increase in sluggish product performance. Thus insufficient customer 

education has a positive effect on sluggish product performance. 

6.2.5 Hypothesis Five (5): Risk-Based Issuance by Banks and 

Sluggish Product Performance 

Table 5 reveals that Risk-Based Issuance by Banks (RBI)  Sluggish Product 

Performance (SPP) is not supported by the hypothesis, with t statistics being 

significant at 7.663. The path coefficient is -0.539. This suggests that an 

increase in risk-based issuance by banks is expected to result in less sluggish 

product performance.  

6.2.6 Hypothesis Six (6): Inadequate Customer Support and Sluggish 

Product Performance 

It can be observed in Table 5.37 that H6 Inadequate Customer Support (ICS) 

 Sluggish Product Performance (SPP) is supported by the hypothesis, with t 

statistics being 2.527. The path coefficient is 0.182. This suggests that 

inadequate customer support has a positive and direct influence on sluggish 

product performance. Issuers of prepaid cards have ineffective customer 

support programmes, resulting in poor support of their card holders which 

ultimately negatively impacts the take-up of the prepaid product.  

6.3. Discussion of the Findings 

 

The researcher opted to calculate the findings of this study by using 

SmartPLS through SEM statistical software. Tarkianen and Sundqvist (2005) 

maintain that SEM has been found to be a fairly strong technique in 

analysing a consumer’s buying motivations. The researcher applied the two-

step methodology designed by Anderson (1988) to validate the conceptual 

model. Through SEM, the researcher managed to quantify and test theories.  
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In addition, the researcher also carried out post hoc model modifications with 

the intention of developing better model fit. The researcher found that the 

results from SEM brought to the fore the inter-relationships between 

numerous forces that may shape the intentions of business managers in 

South Africa to make payments using prepaid cards.  

 

SPSS 22 was used to perform a descriptive analysis of demographic variables 

such as gender, employment term, position, educational level, income and 

functional area. No inferential tests - hypothesis testing, were done on the 

demographic variables.  

 

The study showed that 47.1% of respondents hold senior positions at their 

place of employment. This is conceivable as - in many companies - senior 

staff in decision-making roles would make the decisions on what payment 

mechanism would be used by the company. Frisch (2011) agrees with this 

view and states that, generally, decision-making in a business is done at a 

senior level and not via the bottom-up method. Bass (1985), Yukl (2002) and 

Williams (2003) all further maintain that decision-making is a fundamental 

managerial activity and these leaders are involved in many decisions which 

involve issues of routine life in job-setting and strategic choices which 

determine the fate of the organisation.  

 

Kreitner and Kinicki (2004) go further to say that the nature of a decision by 

a leader not only determines his or her own success but also determines the 

destiny of the organisation. In line with this study objective, the researcher is 

of the opinion that the business managers who make the decisions on 

payment mechanisms not only determine the payment landscape of the 

organisation but also that of the prepaid card product. In terms of income, 

25.9% of the respondents are high-income earners and 39.5% are in the 

upper bracket of more than R1 000 000 per annum. This correlates with the 
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finding that senior management makes up the decision-makers in these 

respective companies. 

With regard to the period of employment, 42.9% of the respondents had 

been in the employ of their current company for nine to 12 years while 

25.7% of the respondents had been with their companies for 13 years or 

more. This finding around term of employment correlates with income levels 

and position within the company: senior management are decision makers 

with more than 70% being in their current jobs for nine years or longer. 

Conventional wisdom also suggests that younger employees, who are in the 

employ of a company for short periods, will not be making decisions on 

payment mechanisms for their respective companies. 

 

Moving on to the next variable – gender - 56.4% of the respondents are 

female and 42.1% are male. Interestingly, this finding provides insight into 

the changing demographics in businesses in South Africa: more women are 

now occupying senior positions in companies. 

 

In terms of education, all respondents had matriculated with 50.4% of the 

total number of respondents being in possession of a post-graduate 

qualification. This is an astounding finding especially since South Africa’s 

literacy rate is at 60.2% as compared to the developed countries at 99.2%. 

This further illustrates that the respondents are in senior positions at their 

respective organisations and are not school leavers. This finding indicates 

that the respondents have a fairly good grasp of English, which was used to 

decode the study instruments. 

 

With regard to the next variable – department/functional area within the 

organisation - it became apparent that many respondents, 52.5%, were 

employed in business operations, followed by those who were in finance 

departments, 18%. As expected, only 1.4% of respondents were employed in 

call centre operations. It is quite apparent that the majority of the 
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respondents occupy positions in operational functional teams which would 

provide good insights for this study. 

6.3.1 Deficient Prepaid Card Policy and Insufficient Customer 

Education  

It was revealed that a deficient prepaid card policy has a positive relationship 

with insufficient customer education. This theory postulates that imprecise 

prepaid card policy guidelines result in incomplete customer education 

programmes. In turn, it is not surprising that ineffective regulation affects 

consumers’ (business managers) efforts in imparting correct and accurate 

information on a product. This is corroborated by Admati and Hellwig (2014) 

who maintain that flawed regulation has resulted in banking systems 

throughout the world not being regulated effectively.  

 

TCF legislation (2011) - which stipulates that companies are required to 

incorporate the fair treatment of customers into all the stages of the product 

life cycle - including the design, marketing, advice, point-of-sale and after-

sale stages – however this finding has brought to the fore that poor policy 

and regulation around prepaid cards impedes the ability of companies in 

South Africa to adhere to this new legislation by providing customers with 

accurate and complete product information.  

 

The researcher is of the view that policy should provide much-needed 

guidance and direction on customer education initiatives related to the 

prepaid card. This follows on to implementation of these educational 

initiatives. The researcher is of the belief that without clear policy guidelines, 

the best customer educational programmes will not be all-inclusive resulting 

in inadequate programmes. Ahmadalinejad and Seyyed (2015) agree with 

this view and stress policy makers are responsible for maintaining banking 

system health and stability, preventing crises, supporting customers and 

preserving public trust to banks. Based on these findings, it can therefore be 
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affirmed that unclear policy impedes the formulation of comprehensive 

customer education initiatives. 

6.3.2 Deficient Prepaid Card Policy and Risk-Based Issuance by 

Banks  

Findings indicated that deficient policy guidelines have a negative relationship 

with risk-based issuance by banks. This may raise questions on what 

influences the risk inclination of the South African banking sector. This 

finding indicated that hypothesis 2 (H2) is not consistent with the earlier 

prediction of this study that deficient policy guidelines exert a positive effect 

on risk-based issuance by banks.  

 

A negative link exists between these two variables. Essentially risk-based 

issuance is not determined by deficient policy guidelines but by other factors. 

The researcher - who is employed in the banking industry - is of the view 

that banks are inherently risk averse. This view is supported by Bhaumik et 

al. (2006) who profess that the risk averseness of a bank can arise from two 

different sources: a bank may be inherently risk averse and could be 

reluctant to take risks based on the impact of past behaviour with respect to 

credit decisions. This view could be supported by what transpired in the 

South African banking sector in 2008 whereby non-performing home loans 

rocketed to 40%of their book, which resulted in implementing harsher 

criteria for the granting of home loans. All foreigners had to do was to 

provide a 40% deposit on the loan to value. No loans were granted on vacant 

land and pipeline reassessments were conducted which entailed previously 

approved loans were reassessed and either approved or declined based on 

new approval criteria.  

 

The second reason - for innate risk-averseness in banks posited by Bhaumik 

et al. (2006) - is likely around the choice of cash to deposits ratio. All banks 

are required by their central bank to maintain a certain percent of deposits in 
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the form of safe and liquid assets, mostly in the form of government 

securities. However, many banks have voluntarily invested much more than 

25% of their assets in government securities, which is behaviour in banking 

circles known as ‘lazy banking’. The researcher’s experience in the banking 

industry leans towards this school of thought where lazy banking is the risk 

associated with credit disbursal in a developing country like South Africa with 

erratic economic cycles. The researcher also raises the point that there may 

be the awareness in some banks that they may not have the necessary 

expertise to conduct precise credit assessments of potential borrowers which 

then results in lazy banking as a manifestation of risk-averseness. 

 

The researcher agrees with Bhaumik et al. (2006) who acknowledge that 

banking cannot function without a regulatory and ownership framework. 

However, a banking system that is risk averse can result in the 

underperformance of an economy as banks help mobilise domestic savings 

for subsequent investment in projects and thereby are also the conduit for 

the transmission of monetary policy and the facilitator of economic growth. 

Thus, the South African banking sector could be inherently risk-averse and 

therefore be adopting risk-averse issuance policies for prepaid card, which 

has no bearing on the vague prepaid card policy. 

6.3.3 Deficient Prepaid Card Policy and Inadequate Customer Support 

A positive and significant relationship between deficient prepaid card policy 

and inadequate customer support was revealed. Drawing from the results, 

deficient policy guidelines have the strongest impact on inadequate customer 

support. This finding indicates that hypothesis 3 (H3) is consistent with the 

earlier predictions of this study that deficient prepaid card policy guidelines 

exert a positive effect on insufficient customer support. Design of a support 

function should address the functionality and form of the service or product 

from the perspective of clients making sure the support interfaces are useful 
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and desirable from the client’s point of view as well as effective, efficient and 

distinctive from the company’s point of view.  

 

The researcher is of the view that customer support in the banking industry 

is formulated around regulation a typical example being KYC support. 

Customers are telephonically contacted and through all other forms of media 

to provide the required information so that there is no interruption to 

banking services. In the prepaid card space, the vague policy has led to 

banks supporting the business only as these businesses are regarded as bank 

customers. Cardholder support is generic and offers little in terms of failure 

and recovery issues with a recovery plan. It is these cardholders who are the 

population that are not in formal banking that are receiving poor support and 

that the South African government wants to include in the banking system.  

 

Gautam et. al. (2008) concur with this view stating that overall, poor and 

unbanked customers (in particular) have been accustomed to traveling hours 

to obtain banking services and receiving altogether abysmal service from 

many of the formal financial service providers. In instances where policy is 

vague, banks provide a one-size-fits-all approach to support ultimately 

forcing customers to obtain support via cumbersome channels. 

 

The researcher is also aware that today’s economic climate is ever changing 

and no policy can be fully inclusive. Thus policies should be viewed as a 

working document and reviewed regularly. Mitchener (2004) elaborates on 

this in saying that governments should be armed with best-practice 

supervisory and regulatory policies that can potentially improve the quality of 

customer engagement and ultimately the stability of banking systems. 

 

Based on these findings, it can therefore be concluded that prepaid card 

policy is lacking and that amendments require collaboration from all 

stakeholders with reviews conducted regularly. 
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6.3.4 Insufficient Customer Education and Sluggish Product 

Performance 

As far as the effect of insufficient customer education on sluggish product 

performance is concerned, the statistical results for this study reveal that this 

effect was positive however it was insignificant. Despite this positive effect, 

the results further showed that business managers place a relatively low 

level of importance on insufficient customer education in their desire to take 

up the prepaid card product. Compared with other variables, insufficient 

customer education recorded the least positive effect on take-up intention of 

the product.  

 

Based on these findings, the researcher is of the view that the insufficient 

customer education variable is a lesser contributor to sluggish product 

performance. The researcher draws on her experience in working in the 

banking sector in stating that banks provide information to customers on 

their products however they do not advise on how the information could be 

employed or utilised to improve the customer’s life or circumstances. It can 

be viewed as information without guidance on adoption.  

 

Bonfanti and Brunetti (2015) agree with this view and state that this process 

entails providing customer information where customers’ personal 

experiences around a product or service are enhanced. In the MasterCard 

survey (2014), a prominent revelation is that customer education on prepaid 

cards should be promoted in order to increase the uptake of prepaid cards. 

Premised on the conventional wisdom that knowledge is ‘power’, it can be 

argued that the more customers know about a specific product or foodstuff, 

the more they are likely to be interested in that product (Hill & Lynchehaun, 

2002). 
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Another fallacy the researcher would like to draw attention to is that South 

African banks provide information to customers in the format the banking 

sector is most comfortable with, essentially information is provided in  non-

ethnic languages in the form of brochures, without any personalised 

explanations. This approach can be viewed by customers as being flippant. 

Dellande et al. (2004) affirms that customer education initiatives should be 

formulated in a format in which the customer is most comfortable with. 

Based on these findings, it can therefore be concluded that insufficient 

customer education around prepaid cards in South Africa has contributed to 

the sluggish performance of the product.  

6.3.5 Risk-Based Issuance and Sluggish Product Performance 

A negative and significant relationship between risk-based issuance and 

sluggish product performance was revealed. This finding indicated that 

hypothesis 5 (H5) is not consistent with the earlier prediction of this study 

that risk-based issuance by banks exerted a positive effect on sluggish 

product performance. A negative link exists between these two variables. 

Essentially sluggish product performance is not determined by risk-based 

issuance by banks but by other factors. The researcher shares the view of 

Moyo, Nandwa, Oduor and Simpasa (2014) who states the majority of banks 

in sub-Saharan countries tend to be risk-averse and in order to increase 

bottom-line performance, they elect to invest in relatively more attractive 

government treasury securities 

 

Drawing on her experience with prepaid cards in banking, the researcher is of 

the belief that of all bank card products, prepaid cards carry the least amount 

of risk for both the bank and the business using the prepaid card as a 

payment mechanism. This is mainly because of the very nature of the 

product: all funds are prepaid and no transaction can take place without 

funds being loaded into an account which is accessed by a card. It is the 
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researcher’s belief that prepaid card customers view this as an attribute of 

the product with it serving as added protection for their cardholders: funds 

are always secure even if the card is lost.  

 

A second benefit lies in the product structure. Regulated prepaid cards in 

South Africa do not attract monthly bank charges like a traditional bank 

account thereby making it a cost-effective payment mechanism especially if 

payments are infrequent.  

 

The third benefit is linked directly to the business issuing the prepaid card. 

The informal sector in South Africa is predominantly a cash economy. 

Companies, for example those in the agricultural sector, which are based in 

rural areas, face problems associated with cash disbursements: logistics of 

fetching cash and the cost of cash. The adoption of prepaid cards provides 

the business issuing the card with added benefits of convenience, safety and 

a cost-effective payment mechanism. This is echoed by Haim and Mann 

(2015) who state that it is plain that the cost of processing a card-based 

electronic payment is already far less than the cost of any of the major 

paper-based systems. 

 

So, it is the researcher’s view that despite banks being risk averse in the 

formulation of their policy on prepaid cards, it has not contributed to sluggish 

product performance. 

6.3.6 Inadequate Customer Support and Sluggish Product 

Performance 

This finding indicated that hypothesis 5 (H5) was consistent with the earlier 

prediction of this study that inadequate customer support exerted a positive 

effect on sluggish product performance. Although inadequate customer 

support had the second-least influence on sluggish product performance, its 

effect cannot be overlooked mainly because the South African society is one 
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that is influenced by others. Word-of-mouth marketing plays a significant 

role in product take-up. Poor customer support would be harmful to product 

performance. This view is also held by Hofstede (2001) who states that 

South African consumers seem to exhibit traits of a collectivist society and as 

such individuals display a tendency of conforming with the opinions of 

significant others owing to ‘social pressure’.  

 

The backing from reference groups, such as peers, family members, and 

other important individuals significantly strengthen a person’s intention to 

take up a product. Weak customer support will create negative perception of 

the product which could result in a disinclination to take up the product. This 

view is supported by the conclusion arrived at by Pomsanam, Napompech 

and Suwanmaeneepong (2014) which states that consumers’ purchase 

intentions are likely to be strengthened by the support or influence of 

significant others. 

 

In view of the above finding, it should be noted that the positive effect of 

inadequate customer support on sluggish product performance should not be 

disregarded as South Africans place strong importance on support and 

service, and their concerns eventually affect their take-up decision of the 

products they use. 

 

Therefore, in accordance with the findings of this investigation, there is 

absolutely a necessity for card associations, banks and regulators to work 

together and fix the short-comings so that it will stimulate positive purchase 

intentions for the prepaid card product.  

6.4 Implications of the Findings 

  

These findings, on the whole, indicate that the study’s theoretical proposition 

is valid and acceptable. The current research has both academic and practical 

implications. Academically, the current study contributes to existing studies 
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on the relationship between product policy and product take-up. On the 

practical front, this study also has some implications for product 

practitioners/innovators in South Africa. It can be extrapolated from the 

findings that policy clarity around financial products and product take-up are 

significantly related. The researcher is of the view that this implies that 

business and regulators should work together to formulate a well-articulated 

regulatory framework for prepaid cards which is conducive to developing the 

business as opposed to creating barriers or making them inflexible to act 

quickly on new opportunities.  

Figure 42 below indicates how the overall research findings fit into the 

conceptual research model. Here deficient prepaid card policy guidelines are 

the sole predictor variable while insufficient customer education, risk-based 

issuance by banks and inadequate customer support are the mediating 

variables. Sluggish product performance is the sole outcome variable.  
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Figure 42:  Overall Research Findings and Conceptual Model 

The overall research results indicate that DPG has the strongest relationship 

to Inadequate Support (0.696) which in turn has a positive impact on 

Sluggish Product Performance (0.182). At the same time, DPG has a strong 

effect on Insufficient Customer Education (0.618) which positively impacts on 

Sluggish Product Performance (0.082). Finally, DPG has a negative influence 

on Risk-Based Issuance by Banks (-0.634) with Risk-Based Issuance by 

Banks having a negative influence on Sluggish Product Performance (-0.539). 

Both of these relationships are inverse. It is evident that DPG negatively 

impacts the sluggish performance of prepaid cards. 

6.5 Recommendations 

  

Businesses face many challenges around the disbursement and 

administration of payments. Prepaid card solutions provide electronic card 
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payment solutions that help businesses across industries overcome the 

challenges and costs associated with the administration and distribution of 

funds to recipients. Corporates, small enterprises and public sector 

institutions can significantly streamline operations, ensure compliance and 

create efficiencies by converting cash and cheque payments to more cost-

effective prepaid card alternatives. Further to this, prepaid card solutions 

provide added benefits, including a positive user experience with enhanced 

security features. The previous sentence is premised on the findings of the 

current study, which provided some necessary suggestions in order help 

prepaid card stakeholders cultivate positive attitudes towards the product. 

 

 After a careful analysis, it became apparent that in order to stimulate 

positive consumer growth for the prepaid product, legislators ought to 

formulate a robust and principled policy that is more receptive to decision 

makers in businesses. It can be concluded that within the South African 

context, insufficient customer education has resulted in poor prepaid card 

performance.  

 

In the bigger scheme of things, South Africa has a literacy rate of 68% 

(Aitchison & Harley, 2006) with a financial literacy rate of 42%. This makes 

the marketing and selling of financial products even trickier. This means that 

the South African government should be giving priority to financial inclusion 

and steering banks to create customer education programmes in the 11 

official languages of the country to facilitate the easier adoption of the 

prepaid card. This adoption ultimately meets the objectives of the country: to 

migrate from a cash-based economy to financial inclusion for all. 

 

Equally, the effect of DPG on risk-based issuance by banks was not found to 

be one of the predictors that motivate businesses’ take-up decisions.  For 

this reason, the researcher suggests that card associations (MasterCard and 

Visa) work closer with the banking sector that are inherently risk averse and 
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serve in an advisory capacity on the gains that can be achieved by adopting 

a fit-for-product risk model for prepaid cards and not the prevalent umbrella 

risk policy.  

 

Another contentious factor is that prepaid card fees pale in comparison to 

traditional debit and credit card fees, with the latter two card types having up 

to 20 different fees associated with them versus the less than 10 applicable 

fees for prepaid cards. Again card associations need to play a pivotal role in 

closing the earn gap on all card products therefore illustrating the profitability 

of the prepaid card product. As it has less risk than its counterparts owing to 

the very nature of the product all funds are prepaid.  

6.5.1 The Larger Context: Altering Poor Performance of Prepaid 

Cards 

The following section provides specific recommendations to concerned 

prepaid card stakeholders on how to impact product take-up decisions 

positively. 

 

Niche Markets – As per Mhlophe, (2015) niche markets are those markets 

that provide the possibility of satisfying the needs of business consumers 

who already have a better understanding, higher awareness or exposure to 

the product. As prepaid cards are part of a growing niche of payment 

methods geared toward people who do not have bank accounts, or those who 

have them but still use a cheque as a payment mechanism, the researcher 

recommends that marketers focus their efforts on creating value in these 

niche markets, i.e. reloadable prepaid cards, store-branded gift cards and 

payroll cards.  

 

Marketers must create awareness campaigns about how each of these 

prepaid card programmes would benefit businesses, which includes creating 

customer loyalty, convenience, funds being instantly available, issuance via 
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self-service channels and branded cards being available to differentiate their 

business from that of their competitors. Coupled with marketing to business, 

marketers need to market to end users as well, incorporating the benefits of 

prepaid cards which include safety and security, convenience, and cheapest 

card product on the market. 

 

Banking Industry – According to the Banking Banana Skins Report (2015), 

the banking sector faces a host of challenges being the turbulent macro-

environment, criminality, political interference, business models, shadow 

banking, new technologies and sustainability. In view of this, the researcher 

recommends the adoption of prepaid cards as a core banking product. Below 

are the economic reasons. 

Prepaid cards can be treated as a new acquisition stream for financial 

institutions to broaden their customer bases. The acquisition cost for a 

prepaid customer is far lower than that of a traditional bank account 

customer. Thus prepaid card customers can be up sold to a bank account 

without incurring acquisition costs.  

In banking, capturing the customer’s risk profile accurately is vital for cross- 

and up-selling. By migrating the previously unbanked community to prepaid 

cards, banks can monitor customer behaviour before up-selling them to fully 

fledged accounts. Customers with poor management of the funds can be 

eliminated, thereby removing this risk. 

Government support and policy (through legislation) – The South 

African government needs to formulate a framework which includes both 

regulated and unregulated prepaid cards so that customers can acquire, 

educate, support and market these prepaid cards by way of a consistent and 

acceptable standards.  

Furthermore, PASA ought to control the specifics on the prepaid product so 

as to overcome the market failure as a result of information asymmetry and 
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eventually boost the acceptance of prepaid cards among businesses. 

Government incentives and tax exemptions for prepaid cards should be 

introduced even if these are for a limited period. This is viewed by the 

researcher as a means to expedite financial inclusion by the banks. 

Ultimately government needs to formulate a more inclusive prepaid policy in 

collaboration with all stakeholders. 

 

Research and development (R&D) as at tool for innovation – The 

groups of concerned individuals, within the prepaid landscape are 

encouraged to work collaboratively in innovating new markets, fee structures 

and policies around prepaid cards and it cannot be left entirely up to the 

banking sector to innovate in the prepaid landscape. 

 

It is the researcher’s view that fears of risk are the biggest factor holding 

financial services organisations back from innovating. There are numerous 

obstacles that banks face when trying to innovate such as funding, human 

resources, the right ideas and customer needs. (The list is not exhaustive.) 

All of these are important, but there is one underlying obstacle that must be 

overcome while taking on the other issues and that obstacle is risk aversion. 

Risk, by its nature, is something that large companies avoid. Risk is 

especially critical in banking yet most banks also usually have some sort of 

innovation programme that introduces risk. Risk and innovation go hand in 

hand- so banks need to be aware of how they manage and react to 

innovation risk. 

 

Technology innovation – In order for bankers to offer the prepaid card 

product as a core banking product, the private sector should invest in new 

technology. Most of the bigger banks in South Africa have legacy systems 

making them inflexible in terms of effectively capitalising on prepaid card 

opportunities. The government can also provide full support for the banking 

sector through technology improvement by providing tax incentives to banks 
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who invest in technologies that are aimed at financial inclusion for the 

unbanked.  

 

Wider acceptance of Prepaid Cards – Stakeholders need to collaborate to 

achieve a wider acceptance of prepaid cards. Currently in South Africa, 

prepaid cards are not accepted by car hire companies, hotels who want pre-

payment for accommodation but only accept credit cards for incidental 

expenses or apps like Uber who provide ride sharing. It is the researcher’s 

view that with a wider acceptance of prepaid cards by merchants as a 

payment mechanism more businesses will take up the product. 

 

Money Management Tool – For the unbanked and under-banked 

population, prepaid cards should be marketed as a good money management 

tool. For many consumers, a reloadable prepaid card can make it easier to 

maintain discipline and control spending. Prepaid cards are not credit cards 

where funds spent are borrowed. These are not traditional debit cards, which 

are linked to a bank account that has an overdraft facility and thus allowing 

cardholders to have access to borrowed funds. This will prevent the 

population - who may be more prone to over-indebtedness – from spending 

money they do not have and encourage them to improve financial literacy. 

Service and Support – Evidence from the current study demonstrates that 

servicing and support of the prepaid card product is unsatisfactory. 

Innovation in these areas must match and be in tandem with global trends of 

service innovations as set internationally. This calls for the implementation of 

processes and programmes that are recognised and have a global appeal but 

are aligned to the local South Africa environment. It is the researcher’s view 

that the National Consumer Commission of South Africa, together with the 

Banking Association of South Africa, should be tasked with ensuring service 

innovations implementation.  
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Maintenance and enforcement must be managed and standardised. Hence 

the customer experience around prepaid cards will be consistent and on par 

with other banking products. Service innovation positively impacts both on 

the customer (businesses) and service provider (banks). Service innovation 

in the business’ perspective has to create value so that repeat purchases can 

be realised and at the same time achieved satisfactory benefits (Wisniewski, 

2001). From the banking fraternity’s perspective service innovation has to 

satisfy their consumer (businesses) and at the same time realise profits, 

benefits, repeat purchases and gain maximum market share while improving 

customer service. (Wisniewski, 2001). 

6.5.2 Overall Recommendations 

Since the comprehensiveness of policy on prepaid cards influences the 

prepaid card product performance, it is recommended that the regulator set 

up a task team of all stakeholders to gather information on the shortcomings 

of the current policy with a view of formulating a more inclusive policy. From 

a general perspective, the success of the prepaid card will play a strong role 

in achieving government’s goal of financial inclusion for all.  

6.6 Contributions and Ramifications/Implications  

6.6.1 Overall Research Contribution  

The current study makes a contribution to literature on the factors that 

influence the performance of the prepaid card product in South Africa. Based 

on the findings of the study, it is observed that deficient policy guidelines 

have an effect on other factors that impede growth of the prepaid card 

product. Therefore, this study sought to address the policy shortcomings 

faced by the prepaid card industry in South Africa. Consequently, this study 

tried to fill in the gap that exists in the present literature.  

 

By and large, this study contributes significantly to the body of research 

around prepaid cards and the factors that influence the take-up of bank 
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products. Correspondingly, this study also adds to the growing body of 

knowledge within the prepaid card value chain. 

6.6.2 Contribution to knowledge 

The current study researched the antecedents which were deemed to be the 

probable reasons of sluggish prepaid card performance in South Africa. In 

addition, a unique conceptual model (Figure 3) was developed and tested for 

its fit with the collected data. Understanding the South African economy, 

bank card products, the informal and formal financial sectors of the economy 

and the government’s imperatives to accelerate financial inclusion was 

considered fundamental by the researcher. A final best-fit model (Figure 42) 

was created which includes some different inter-relationship outcomes. The 

researcher believes that this best-fit model will be beneficial to both 

academics and practitioners. 

 

A key expectation from a good study is its contribution to knowledge with 

reference to the uniqueness of the research and the additional value for what 

is already known from previous studies. Beech (2005) posits that 

contributions to academia can be summarised into the following: 

 

 Corroboration of existing theories; 

 New juxtapositions between hitherto separate theories or 

areas of interests; 

 Improvements in methodology; 

 Advances in the application of techniques; 

 New evidence or the generation of corroborated insights; 

 Refuting or invalidating a null-hypothesis. 

6.6.3 Contribution to practice 

It is expected that a research study must contribute to practice – a relevant 

research quality measure - particularly if the investigation is mostly in the 
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domain of applied research. This type of contribution acknowledges the need 

to provide relevant information to product and marketing practitioners and 

policy makers such that the research implications and inferences can assist 

them in decision-making that relates to business or societal issues.  

 

Accordingly, this study contributes to practice by helping bankers, marketers 

and policy makers devise appropriate business and marketing strategies 

together with appropriate policies to regulate the prepaid card product. The 

researcher believes that owing to the fact that this study provides fresh and 

contemporary evidence, product and marketing practitioners and policy 

marketers in South Africa are bound to make informed decisions supported 

by reliable information. With regard to the marketing of prepaid cards, there 

are added benefits for marketing management to drive relationship 

marketing as word-of-mouth referrals are a common occurrence within this 

market. The findings of this study have noteworthy practical implications for 

all stakeholders in the prepaid card value chain.  

 

The following section covers the implications which leverage off these 

findings by educating both regulators and bankers on the rudimentary 

requirement of having a robust prepaid card policy.  

6.7 Implications 

 

The apparent need for a study on policy implications in the prepaid card 

product performance cannot be overemphasised especially since the prepaid 

card can be adopted as a vehicle to achieve the South African government’s 

goal of financial inclusion for all. This study endeavoured to conduct research 

with the businesses who take up the product. This means that these are 

people who are at the forefront of businesses and closest to the product. In 

view of this, the findings of the current study are likely to offer valuable 

practical assistance to policy makers and bankers. 



159 

 

6.7.1 Policy Implications 

The findings of the current study have important implications for policy 

makers within the prepaid card landscape. 

Improving Financial Literacy – To achieve the goal of financial inclusion, 

the South African government has to formulate a framework that seeks to 

educate citizens on financial wellness. Together with key partners, the South 

African government should aim to improve financial literacy to promote the 

skills, knowledge attitudes and behaviours required to be financially 

independent.  

According to Bouhail (2012) a key goal of customer financial education is to 

improve consumers’ financial well-being by helping them to understand 

financial management which will assist in appropriate decision-making and 

how to face their ever-increasing responsibilities as a result of the growing 

complexity of financial products. It is this view around customer education 

that the researcher concurs with: government ought to start with introducing 

customer education with simple and unintimidating products like the prepaid 

card to encourage the unbanked to build confidence in formal banking.  

There is a lack of coordinated and consistent legislative interventions in 

consumer financial education. Currently, owing to various government 

departments and institutions having legislative mandates to formulate policy 

on financial products, the resultant policy lacks impact and is fragmented. 

Government ought to formulate a committee with stakeholders from within 

the prepaid value chain that is mandated to formulate a financial educational 

policy with the use of an uncomplicated, cost-effective vehicle like the 

prepaid card. 

Government ought to aim to accustom scholars to financial wellness as early 

as possible through a revised economic management sciences curriculum. 

The researcher is of the view that the prepaid card product will work well in 
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this environment as it does not attract monthly or activation fees while the 

funds are in a safe store of value. 

 

Promote prepaid cards through standardised legislation – Apart from 

educating its citizens on financial literacy, the South African government can 

further expedite the prepaid product take-up decision by means of 

legislation. The government should work closely with the prepaid card 

community in order to come up with an all-encompassing prepaid card 

framework while simultaneously setting regulatory practices that govern 

issuance, fulfilment, pricing, reporting and acceptance criteria. This will force 

bank and non-bank issuers across the board to adhere to product rules and 

quality standards that are customer centric which will in turn improve 

confidence in the product thereby increasing product take-up. 

 

Support from consumer associations and regulatory bodies – 

Consumer associations and regulatory bodies interested in promoting 

financial inclusion, should work on strengthening the receptiveness of their 

shared messages. They can perhaps accomplish this by review of the 

legislation on prepaid cards on an annual basis to ensure its relevance. As 

this is a constantly changing era, formulating a policy that is never reviewed 

and revised will not assist in achieving the end goal of having an acceptable 

level of regulation on prepaid cards. This would also assist in ensuring that 

regulation of prepaid cards remain relevant and does what it is meant to do – 

help the poor to migrate to formal banking without incurring exorbitant costs. 

 

Full government support and commitment – The extent of the South 

African government’s support and commitment to increase financial literacy 

levels, financial inclusion and ultimately economic growth lies in their 

commitment to provide comprehensive policies for financial products that will 

ultimately help them achieve their goals. Without the necessary government 

support (in terms of the creation of comprehensive regulatory and guiding 
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principles, adequate technical, information as well as infrastructural support), 

the prepaid card product is likely to be short lived. 

6.7.2 Banking Sector Implications 

The findings also have important implications for the banking fraternity 

issuing prepaid cards. 

Is risk aversion in the DNA of banks? – Banking by its very nature is a 

risky business and relies on calculated risk in order to make money but 

building risk aversion into the way they think is impacting profits by stopping 

employees from taking reasonable business risks. Large and old companies 

develop formal ways to identify and avoid risk so that risk aversion actually 

becomes embedded in the culture.  

Ultimately the culture in banking is one that is prone to rules, procedures and 

codes of conduct that facilitate a risk-averse environment. To overcome a 

risk-averse culture, leadership in banking first has to build trust between 

leaders and their staff. Trust is built when what leaders say, do, 

and reinforce are aligned.  

Banks are less agile because of their risk policies and structures. Hierarchy 

and formality in an organisational structure tends to increase risk aversion 

which is a leading reason why banks have not transformed into innovation 

hubs: they tend to adopt a cautious approach rather than being imaginative 

whiles playing it safe. The researcher is of the view that this would require 

educating employees on the benefits of risk-taking, how to take risks, and 

what kinds of risks to take, when to take risks, and the benefits of 

overcoming physical or psychological barriers. In addition, having leadership 

becoming amenable to risk-taking, they could serve as models for adopting 

new behaviours that can create more business opportunities in banking.  
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Have banks forgotten the poor? – Low-income individuals have unique 

financial needs and challenges and cannot be offered banking services as 

though they were simply rich people with less money. It is on this front that 

the banking system is failing the poor.  

One of the barriers that keep mainstream banks from serving the poor is 

profitability. Poor individuals may need banks but the reverse is certainly not 

true. Banks incur approximately the same costs when servicing or acquiring 

any customer. Thus, banks look up the financial ladder to attract customers 

who are corporations, pension funds, and high-net-worth individuals while 

electing to forget the needs of the poor.  

Marketing of financial products – The researcher is of the view that the 

prepaid card - which targets the mass market to bring them into formal 

banking - can create a new revenue stream for banks if policy is reviewed 

and amended.  

 

The banking sector has not paid a lot of attention to marketing the product. 

This is evident in the funds and effort that have been allocated to marketing 

of a traditional bank account or a credit card as opposed to the prepaid card. 

Banks have shareholders to account to. The lower-income individuals do not 

make a significant impact to their bottom line, become forgotten. Providing a 

service or product to this market is not deemed a strategic imperative hence 

is not a priority.  

 

It is the researcher’s view that the banking sector needs to adopt a model 

that is cost effective for this target market and sustainable for the banks 

while being cost effective for the individual. A good fit for this market would 

be the prepaid card which minimises risk exposure as all funds are prepaid, it 

is simple to understand for people who are not financially astute and - most 

importantly- the prepaid card serves a need in this market. 
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Creating awareness - Banks must make a concerted effort to increasing 

the awareness of the true benefits of the prepaid card among business and 

communities who would benefit from using a low-cost financial product like 

the prepaid card. Bankers must endeavour to leverage off the findings of this 

study by educating the low-income earners in the form of funding pilot 

programmes in niche markets where the use of the product serves a strong 

need (for example payment of seasonal farm workers). 

 

Support – Banks ought to support low-end products in channels frequented 

by low-income individuals, for example branches and call centres. Banks 

have the tendency of supporting low-end products via electronic channels as 

they are cheaper channels. However for a prepaid card holder who has a 

single source of income and has lost his personal identification number (PIN), 

a face-to-face engagement at an outlet may be his preferred channel hence 

support for prepaid cards should be multi-channel. 

 

Banks need to formulate a model that successfully meets the needs of the 

poor while operating outside the mainstream model of only being driven by 

profit. Ultimately by bringing the poor or unbanked into formal banking, with 

the aid of prepaid cards, banks will be creating a base of future customers 

who can essentially be migrated to ‘full-blown’ accounts once their 

circumstances change. 

 

Lean on prepaid experts - With new prepaid rules required in South Africa 

that extend across both regulated and unregulated card, the prepaid industry 

requires subject matter experts (SME) who are currently few and far 

between. These are people who would assist card issuers to ascertain and 

implement the rules correctly and on time.  

 

Understanding the requirements of planning and implementing the new rules 

is no small feat and should be left in the hands of experts. These SMEs could 
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provide services to the banking sector by assisting with implementation of 

rules in their environment. They also could assist government by filling the 

void in interpreting laws and regulation around prepaid cards at a macro-

level. Lastly they could assist business to roll out their prepaid card 

programmes. 

 

The above section covering implications highlights the fact that policy makers 

and other concerned stakeholders must have the flexibility to modify their 

policies so that adoption of regulations can become more conducive growing 

business. This section also provides guidance to bankers on how to work 

closely with all stakeholders to capitalise on the opportunities in prepaid 

cards. It also brings to the fore the need for collaboration with all 

stakeholders.  

 

Evidence was provided to support the notion that DPG impacts the 

performance take-up of the prepaid card which could be the answer for 

financial inclusion in South Africa.  

 

Related implications were deduced and presented for concerned parties to 

take note of them. Therefore, the relevant practical and theoretical 

ramifications ensuing from this study were outlined for all the relevant 

stakeholders to be mindful of. It is hoped that these will be used to devise 

effective strategies and policies and to guide future researchers respectively.  

 

The findings of this study imply that a good research project often helps in 

guiding important decisions on certain practices and policies. It helps all 

stakeholders involved to make the best decisions as well as formulate the 

optimal strategies, policies and plans. Unquestionably, this awareness will 

create new opportunities and challenges for both policy makers and players 

in the prepaid card industry.  
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6.8 Conclusions 

 

Tests were conducted in order to address the study’s empirical objectives. 

Below are implications regarding objectives and findings. 

6.8.1 Conclusion on Deficient Prepaid Card Policy and Insufficient 

Customer Education  

The study’s first empirical objective is to investigate the influence of deficient 

prepaid card policy on insufficient customer education. The findings acquired 

after analysis revealed that deficient policy quality has a positive influence on 

insufficient customer education. It can therefore be concluded that the vague 

policy regulating prepaid cards will impact customer education programmes.  

Business will be uncertain on how to formulate effective programmes. 

Findings also revealed that the relationship between the two variables is 

significant. Therefore, it is now clear that if the South African government 

seeks to realise their goal of financial inclusion for all – they need to work 

with all stakeholders to formulate a comprehensible policy for prepaid cards 

which will guide and direct customer education programmes. 

6.8.2 Conclusion on Deficient Prepaid Card Policy and Risk-Based 

Issuance by Banks 

The study’s second empirical objective was to investigate the influence of 

deficient prepaid policy on risk-based issuance by banks. The findings 

revealed that deficient prepaid card policy has a negative impact on risk-

based issuance by banks. It can be concluded that this is an inverse 

relationship, ultimately concluding that banks tend to err on the side of 

caution with them having an inherently risk-averse culture. The fact that 

prepaid cards have more stringent take-up criteria can be attributed to banks 

being risk averse in general and not as prepaid card policy is vague. It is 

therefore submitted by the study that when compared to other constructs in 
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the conceptual model, DPG does not result in banks adopting risk-based 

issuance policies. 

6.8.3 Conclusion on Deficient Prepaid Card Policy and Inadequate 

Customer Support 

The study’s third empirical objective was to investigate the influence of 

deficient prepaid card policy on inadequate customer support. The findings 

obtained after analysis reveal that deficient card policy does have a positive 

and strong influence on inadequate customer support indeed the strongest of 

all relationships between the variables. It can therefore be concluded that 

deficient policy guidelines will have a profound effect on the design of 

customer support plans. It was also concluded from the findings that the 

relationship between the two variables is the most significant. It can 

therefore be interpreted that it would be in the interest of card associations 

like MasterCard and VISA to spearhead endeavours to improve and 

straighten out vague regulation on prepaid cards. This is more so since the 

VISA study (2011) states that South Africa has an annual prepaid market of 

US$30 billion. 

6.8.4 Conclusion on Insufficient Customer Education on Sluggish 

Product Performance  

The study’s next empirical objective was to investigate the influence of 

insufficient customer education on sluggish prepaid card performance. The 

findings identified that insufficient customer education has - to some extent - 

a direct effect on sluggish prepaid card performance. However, such 

influence is not as important as that of deficient prepaid card policy on 

inadequate customer support.  

 

It can therefore be concluded that customer education is an enabler in the 

take-up of the prepaid card product. However it is not a strong influencing 
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factor. From a South African perspective, it reaffirms the researcher’s belief 

that if the regulatory landscape had unambiguous policies around prepaid 

cards it would improve product take-up thereby facilitating financial inclusion 

for all.  

6.8.5 Conclusion on Risk-Based Issuance by Banks on Sluggish 

Product Performance  

The study’s fifth empirical objective was to investigate the influence of risk-

based issuance by banks on sluggish product performance. The finding 

revealed that risk-based issuance by banks on sluggish product performance 

has a relationship which is inverse. It can therefore be concluded that risk-

based issuance by banks does not lead to the sluggish performance of the 

prepaid card product.  

6.8.6 Conclusion on Inadequate Customer Support on Sluggish 

Product Performance  

The study’s sixth empirical objective was to investigate the influence of 

inadequate customer support on sluggish product performance. The findings 

obtained after analysis reveal that inadequate customer support does have a 

positive influence on sluggish product performance. It can therefore be 

concluded that inadequate customer support will have a considerable effect 

on the product take-up decision. 

 

In an attempt to gain market share in the untapped South African prepaid 

market, banks should be compelling the policy makers of the land to clarify 

the prepaid card policy as its benefit could be two-fold: capturing of the 

prepaid market and secondly a sleek customer support model which could 

become a differentiator in this highly competitive sector of the market. 

6.8.7 Overall Conclusion 
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It was identified that policy impacts the effectiveness of customer education 

programmes and the comprehensiveness of customer support models which 

in turn impacts the take-up of the prepaid card product in South Africa. 

However, what is evident is that the most significant relationship between 

the variables is the relationship between deficient policy guidelines and 

inadequate customer support.  

6.9 Limitations of this Study 

 

The current study leaves room for future research in the field of prepaid 

product performance. There are opportunities for researchers either to 

explore the same variables of this study in greater depth or to add new 

variables that could potentially increase prepaid card usage. 

 

 A lack of available South African usage data on prepaid cards can hinder the 

study and create an obstacle in finding trends. SARB’s non-disclosure policy 

could also prove to be a limitation.  

 

Another limitation is the scarcity of scholarly South African research on the 

topic. Citing prior research studies forms the basis of a literature review and 

helps to lay a foundation for understanding the research problem. This study 

and its theoretical supposition is supported by empirical evidence. Future 

studies should attempt to investigate the underlying factors influencing 

particular causal relationships and other outcomes otherwise not identified. 

 

 In light of the above, these limitations should be viewed as an opportunity to 

proceed with this research study and improve the prepaid card landscape in 

South Africa. 
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6.10 Scope of the Study 

 

In approaching this study to determine the scope of the present study, the 

researcher pondered on the following question (Hair et al., 2003): 

 Is the research going to be international, national, regional, or local? 

This research was primarily concerned with addressing the antecedents that 

affect the performance of prepaid cards within South Africa. Drawing from 

the research objectives and on account of the limited amount of time, the 

current study was restricted to local confines. Only South African business 

managers who issued prepaid cards as a payment mechanism were 

surveyed. The researcher hopes that, in future, a similar study will be 

extended to the rest of Africa chiefly because the prepaid card product can 

be the tool to improve financial literacy and inclusion in most African 

countries. In addition, a similar a cross-sectional study may be done by 

incorporating other BRICS countries like Brazil, Russia, China and India. 

6.11 Conclusions of the Study 

 

This study underscored the prominence of insufficient customer education 

along with inadequate customer support effectively predicting its effect on 

the sluggish performance of the prepaid card product. Premised on the 

identified research gap, the purpose of the present study was to determine – 

quantitatively - the key antecedents that impact the decision by South 

African business managers to issue prepaid cards as a payment mechanism.  

 

It became evident that this study is one of the few endeavours associated 

with prepaid cards in South Africa. Notably, available literature was 

constantly consulted and from preceding studies, a conceptual model was 

formulated, with the guidance the TOC outlined by Goldratt (1984). 

Businesses issuing prepaid cards were used as a sampling frame and from 

this frame primary data was gathered through the use of a structured survey 
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questionnaire from business managers who worked in these national 

companies.  

 

The data collected was later analysed descriptively through the use of SPSS 

22 statistical software. By means of SEM and through SmartPLS statistical 

software, inferential statistics were analysed. In addition, the results gained 

from the final best-fit model demonstrated that SEM is an efficacious and 

valuable statistical technique and can be effectively used to address a 

number of issues around sluggish growth of the prepaid card within South 

Africa. 

 

The study constructs were found to be reliable and valid: four of the six 

proposed hypotheses were supported: 

 

 The first hypothesis, not supported, is DPG => RBI, which showed 

similarities with the findings from previous research (Bhaumik, 1999) 

whereby the banking industry, is inherently risk averse as opposed to 

deficient policy being the basis for banks adopting low risk-tolerance 

policies.  

 The second hypothesis, not supported, is RBI => SPP. The researcher 

concluded that prepaid card business customers issue prepaid cards to 

their cardholders despite the general risk averse policies banks have 

on their products. It could be attributed to the convenience and safety 

offered by the product as opposed to disbursing cash or the cost-

effectiveness. This is in addition to the instantaneous nature of the 

product for their cardholder, in other words funds are immediately 

available. 

 

Noteworthy is business managers felt that poor customer support around 

prepaid cards was the main reason that impacted product take-up. As 



171 

 

expected, deficient policy guidelines impacted the quality of customer 

education initiatives.  

 

Furthermore, the results provided empirical evidence to validate the 

applicability of the Goldratt TOC with DPG being the point of constraint. It is 

expected that this study will provide a useful guide to all concerned 

stakeholders through its useful recommendations and implications for 

product practitioners, marketers, policy makers, and consumer associations 

among others.  

 

The importance of encouraging all prepaid card stakeholders to engage to 

formulate a robust policy should see an improvement in the take-up of the 

product and result in a more cohesive prepaid card value chain in South 

Africa.  

6.12 Ethical Considerations  

 

Cant et al. (2003) state that ethics is a concern with the development of 

moral standards by which situations can be judged and it applies to all 

situations in which there can be actual or potential harm of any kind to an 

individual or group.  

In this study the subjects are the business managers who were notified of 

the research study and it was ensured that all information will be kept 

confidential, if they so desired. Participation was on a voluntary basis for 

respondents and they were able to withdraw at any stage of research. They 

were ensured the data collected would be for academic and research 

purposes only and would not be given or sold to any third party. The 

research study includes ethical principles such as honesty, objectivity, 

integrity, transparency and respect for intellectual property. 
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6.13 Future Direction 

 

As with most studies of this nature, this study was not immune to certain 

limitations, which created opportunities for additional research. Therefore, 

the researcher brings to the fore the confines of this study, which necessitate 

follow-up research studies. Those prospective researchers ought to be aware 

of these so as to increase the generalisability of the findings. Thus, the 

researcher is of the view that forthcoming studies should address the 

limitations from previous studies and test comprehensive models of product 

take-up decisions for prepaid cards. 

 

Extending the present study to other settings - like the Southern African 

Development Community (SADC) or within Africa – is bound to have regional 

differences. This may possibly heighten the likelihood of getting improved 

conclusions and the current study can be used as a valuable guideline.  

 

In order for upcoming research endeavours on prepaid card performance to 

be applied to other contexts, researchers must increase the repertoire of 

such studies (or sample size) in order to obtain a balanced view from 

consumers of the products in different contexts and environments. Therefore, 

additional research is indispensable, particularly when using other methods 

which were not used in this study (qualitative methods) and other 

populations (business managers) in an attempt to confirm or reject the 

results of the present study.  

 

Qualitative research which, specially, studies the multidimensional interaction 

of varied individuals, social and situational characteristics may possibly be of 

great importance to upcoming research endeavours.  

 

The researcher is of the view that further studies could benefit by replicating 

the current study which also includes auxiliary variables like cost, brand 

affiliation and customer expectation. Therefore, forthcoming research efforts 
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must focus on other antecedents and their likely effect on the performance of 

the prepaid card.  

 

In addition, the study has been limited to businesses which are currently 

issuing prepaid cards. There is scope for further studies in this arena of 

businesses that issued prepaid cards as payment mechanism but have 

stopped using the product. The researcher believes that some good insights 

could be obtained. 

 

The results would have been more informative if data from complementary 

industries had been collected and compared. These industries include card 

production businesses, marketing activation companies and courier business 

as they are indirectly impacted by prepaid card legislation. 

 

Of all the card products available, prepaid cards are the newest card product, 

having only been introduced in the early 2000s; hence the level of awareness 

among typical consumers of the product is fairly low. It would be beneficial if 

upcoming studies in this area focus on creating more knowledge that would 

result in many businesses becoming ‘more aware’ of the product. It would 

also be interesting for upcoming research efforts to shed more light on how 

to increase stakeholder participation in the prepaid value chain.  

 

Therefore, the recommended future research efforts stand to contribute 

enormously to new and up-to-date information on the antecedents of prepaid 

card performance while also providing fresh insights into the existing body of 

knowledge.  

6.14 Chapter Summary 

 

The section provided a discussion of the results that were presented in the 

preceding chapter, which sought to provide meaning to the computed 

findings. A discussion on the findings from both descriptive and inferential 
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statistics was provided.   After this discussion, and based on the findings of 

the current study, the final best-fit model was presented. 

 
Thereafter, the researcher discussed the implications together with the 

contributions of this study.  This was followed with the constraints and some 

of the key limitations that pertain to the study were also outlined. Upon 

completion of the limitations, conclusions were drawn, with ethical 

considerations highlighted and lastly future research directions were 

discussed.  
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8.  APPENDIX 
 

8.1 Appendix 1 – Customer Questionnaire 
 

 
 

 

Dear Prepaid Card Customer 

In an attempt to improve the regulated prepaid card landscape and as part of a 

Master of Technology and Innovation (MSc) qualification, I will be researching 

the prepaid card industry.  

I hereby kindly request your assistance in completing the questionnaire below. 

Your response will be of great value to the research study and the larger prepaid 

card industry.  

Your responses are voluntary; obtaining feedback is vital to the review process 

and will be kept confidential. I thank you for your time and efforts in completing 

the questionnaire.  

If you have any questions or concerns, please contact me on 083 442 3970. 

 

Thank You 

 

Vanitha Padayachee 

Supervisor: Professor Richard Chinomona 

  

 

chris
Highlight
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PREPAID CARD QUESTIONNAIRE 
SECTION A 

GENERAL INFORMATION 

The section focuses on your background information. Please indicate your answer by ticking () on the 
appropriate box. 

A1    Please indicate your gender 

Male 1 
Female 2 
Other 3 
  

A2    Please indicate your employment term 

  

  

  

  

  

A3    Please indicate your position  

  

  

  

  

  

A4    Please indicate your level of education 

  

  

  

  

  

A5    Please indicate your income level per annum 

  

  

  

  

  

 

 

Less than 1 year 1 

1 to 4 years 2 

5 to 8 years 3 

9 to12 years 4 
13 years and above 5 

Executive 1 

Senior Management 2 

Middle Management 3 

Supervisor 4 
Admin & Support 5 

Matric 1 

Under graduate 2 

Honours  3 

Masters 4 
PhD 5 

<R500 000  1 

R500 001 – R750 000 2 

R750 001 – R1 000 000 3 

R1 000 001 – R1 250 000 4 
R1 250 000> 5 
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A6    Please indicate your department 

  

  

  

  

  

  

  

  

SECTION B 

Prepaid Card Policy 

Below are statements pertaining to prepaid card policy. You can indicate the extent to which you agree or 
disagree with the statement by ticking the corresponding number in the 5 point scale below: 

1= Strongly Disagree 2= Disagree 3=Neutral 4= Agree 5= Strongly Agree 

1 2 3 4 5 
Strongly Disagree Disagree Neutral Agree Strongly Agree 

  

Please tick only one number for each statement 

PCP01 The policy formulated for regulated prepaid 

card products facilitate easy business.  
Strongly Disagree 1 2 3 4 5 Strongly Agree 

PCP02 The prepaid card policy has negatively 

impacted my business. 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

PCPO3 As a card issuer, I find the prepaid card policy 

clear and easily understandable. 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

PCPO4 I believe the alignment of regulation on 

regulated and unregulated prepaid cards, 

would benefit the prepaid card industry.  

Strongly Disagree 1 2 3 4 5 Strongly Agree 

PCPO5 The prepaid card guidelines cover the key 

requirements in terms of legislation 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

  

  

SECTION C  

Customer Education 

Below are statements pertaining to customer education. You may agree or disagree with each statement by 
ticking the appropriate number provided below where: 

 1= Strongly Disagree 2= Disagree 3=Neutral 4= Agree 5= Strongly Agree 

1 2 3 4 5 
Strongly Disagree Disagree Neutral Agree Strongly Agree 

 Please tick only one number for each statement  

Finance 1 

Business Operations 2 

Marketing 3 

IT 4 
Customer Value Management 5 
Business Intelligence 6 
Call Centre Operations 7 
Other 8 
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CEO1 Current customer education initiatives are 

meeting my needs 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

CEO2 I am regularly updated on issues that impact the 

experience of my customers 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

CEO3 Customer education initiatives attract more 

customers for my company 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

CEO4 My customer queries do not pertain to customer 

education issues. 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

CEO5 My banks’ customer education initiatives on 

prepaid cards, helps minimise my company’s 

complaints. 

Strongly Disagree 1 2 3 4 5 Strongly Agree 

  

  

SECTION D 

 Card Issuance 

Below are statements pertaining to card issuance. You are required to indicate the extent to which you agree or 
disagree with the statements below by ticking the appropriate number where: 

1= Strongly Disagree 2= Disagree 3=Neutral 4= Agree 5= Strongly Agree 

1 2 3 4 5 
Strongly Disagree Disagree Neutral Agree Strongly Agree 

  

Please tick only one number for each statement. 

CIO1 During the sales process I was fully aware of 

what was expected of my company when 

issuing prepaid cards..  

Strongly Disagree 1 2 3 4 5 Strongly Agree 

CIO2 The risk appetite on prepaid cards is restricting 

my business from growing 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

CIO3 The prepaid card policy is not conducive to 

growing the prepaid card market. 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

CIO4 With more relaxed regulation on prepaid cards, 

I would have more uses for the prepaid card 

product. 

Strongly Disagree 1 2 3 4 5 Strongly Agree 

CI05 In my opinion, I believe that prepaid policy 

decisions need to be refined to cater for the 

South African community. 

Strongly Disagree 1 2 3 4 5 Strongly Agree 

  

  

SECTION E 

Customer Support 

Below are statements pertaining to customer support. You may agree or disagree with each statement by ticking 
the appropriate number provided where: 

1= Strongly Disagree 2= Disagree 3=Neutral 4= Agree 5= Strongly Agree 
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1 2 3 4 5 
Strongly Disagree Disagree Neutral Agree Strongly Agree 

  

Please tick only one number for each statement 

  

  

SECTION F  

Prepaid Card Product Take-Up 

Below are statements pertaining to prepaid card take-up. You may agree or disagree with each statement by 
ticking the appropriate number provided below where: 

1= Strongly Disagree 2= Disagree 3=Neutral 4= Agree 5= Strongly Agree 

1 2 3 4 5 
Strongly Disagree Disagree Neutral Agree Strongly Agree 

  

Please tick only one number for each statement  

CEO1 The prepaid card issuance platform is easy to 

use 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

CEO2 I am happy that the value I get for the prepaid 

card product, is aligned to the price my company 

incurs for the product. 

Strongly Disagree 1 2 3 4 5 Strongly Agree 

CEO3 I consider the prepaid card to be my first choice 

when I need to make a payment. 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

CEO4 In terms of the prepaid card product and my 

business, the Bank understands my business 

requirements. 

Strongly Disagree 1 2 3 4 5 Strongly Agree 

CEO5 My recipients/cardholders fully understand the 

product guidelines and benefits. 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

 

Thank you.  

CS01 Support to my recipients/cardholders is offered 

where and when it is required.  
Strongly Disagree 1 2 3 4 5 Strongly Agree 

CS02 Service and support strategies are differentiated 

between the banks  
Strongly Disagree 1 2 3 4 5 Strongly Agree 

CS03 The Bank’s prepaid card product functionality 

dovetails with it’s support processes. 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

CS04 There are times when I lost business/money 

because of poor support. 
Strongly Disagree 1 2 3 4 5 Strongly Agree 

CS05 The Bank’s support processes minimises my 

company’s exposure to fraud. 
Strongly Disagree 1 2 3 4 5 Strongly Agree 
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Your input has been extremely valuable; the research results will be applied to improve 

the prepaid card product. 

THE END 

  
 
 

 
 


