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Dynamics and Determinants of Portfolio Choice among Rural and Urban Households in South 
Africa 
 
Introduction 
Decisions about households’ portfolio choice depend on a number of factors ranging from age, income 
and the benefits associated with those decisions to mention just a few. For instance, in the case of 
savings and asset accumulation by households, economic theories according to Modigliani and Ando 
(1957) put primary emphasis on income and age as predictors. In the same vein, behavioral economists 
and economic psychologists have recognised the role of self-control, motives, and other personality 
characteristics on savings (Thaler and Shefrin, 1981; Warneryd, 1999). 
Although, the classical model of portfolio allocation has been known some decades ago (Markowitz, 
1952) however, Guiso et al (2002) and Campbell (2006) pointed out that household do not always 
follow the predictions of portfolio theory. They found that many households hold no risky financial 
assets, while of those that do, many hold only one or a very small number of stocks rather than a 
diversified portfolio. Households sometimes hold assets, such as savings because they generate returns 
that generally increase lifetime consumption and improve family’s well-being over several generations 
(Chowa, Masa, and Sherraden, 2012). Savings and assets also provide a cushion to fall back on during 
difficult times and emergencies (Hoddinott, 2006).   
Savings and assets accumulation are of particularly interest in this study because of their 
importance to individuals, households, and the economy. For individuals and households, 
economic security according to CGAP (2010) is inherently linked not only to income but also 
to asset ownership. Savings and assets are important because, unlike income, they are what 
individuals and families accumulate and hold over time. 
Apart from the aforementioned factors, Rajamohan (2006) found that financial knowledge and pension 
benefit status are significant in explaining the ownership of risky assets and the proportion of risky 
assets investment in the total wealth among the households. Again, in their study on heterogeneity of 
household portfolio in the United Kingdom, Bank and Smith (2000) found that the ownership of risky 
assets showed positive relationship with wealth and education, while age showed an inverted U-shaped 
profile. On the other hand, Yoon Geum Lee Jang et al (2000) found that among households in South 
Korea wealth was negatively associated and family income positively associated with the share of 
financial assets in total assets. 
From the foregoing it is clear that the decisions made by households regarding portfolio choice vary 
hence the need to unravel the dynamics and determinants of portfolio choice among rural and urban 
households in South Africa. This study therefore intends to provide answers to a number of questions 
which are considered to be important and these are:  

- What are the various portfolio choice(s) available and accessible to rural and urban households 
in South Africa? 

- Are the socioeconomic characteristics of these households in any way associated with their 
portfolio choice(s)? 

- What are the determinants/enablers of portfolio choice(s) made by these households? 
- Are there challenges associated with taking these decisions? 

 
Objectives of the study 
The main objective of this study is to investigate the dynamics and determinants of portfolio choice 
among rural and urban households in South Africa. Specifically, the objectives are to: 

1. Identify the various portfolio choice(s) available and accessible to rural and urban households 
in South Africa. 

2. Profile these households based on their socioeconomic characteristics and portfolio choices. 
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3. Examine the drivers/enablers of portfolio choices made by these households. 
4. Assess the challenges faced by these households in their choice of portfolio(s). 

 
Methodology 
Study Area, Data Source, Types and Collection Method 
The study will be conducted in South Africa. The study will use primary data and this will be collected 
with the aid of structured questionnaire using a multistage random sampling technique. South Africa is 
divided into nine Provinces and the first stage will be a random selection of three Provinces out of the 
nine Provinces in the study area. From The second stage will be selection of two districts each from the 
selected provinces and the third stage will be a random selection of three municipalities from each of 
the districts. The last stage will be a random selection of households based on probability proportionate 
to size A total of about 500 households will be covered in the survey. Information will be collected on 
variables such as age, education level, occupation, dependency ratio, the various expenditures, income 
from various sources, assets (liquid and non-liquid), land size owned, incomes, distance covered to 
reach financial institutions of saving, service charges by financial institutions, savings/deposits and 
credits/loans e.t.c. 
 
Methods of Data Analysis 
Analytical methods to be employed in this study will include both quantitative and qualitative 
methodology. While descriptive statistics will be used to analyse and profile households’ array of 
portfolios and socioeconomic characteristics, likert scale will be employed to assess some of the 
challenges and this will also be ranked in order of their importance. Multinomial logit model on the 
other hand will be used to analyse the determinants of portfolio choice made by the households.  The 
determinants of households’ portfolio choice will be modeled through a simple model of 
diversification.  
Taking into consideration these alternative portfolios j (j = 1,...J), the choice of the 
household/individual i between J alternatives is determined by the utility level Uij derived from 
choosing portfolio j such that: 

ijjiij vZU += γ  
Where, Z measures household/individual characteristics. The chosen (observed) activity J* is the one 
that maximizes the utility level: 
   }{max j

j
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We will then use a multinomial logit model to estimate the probability of choosing a particular 
portfolio. Within this framework, it can be shown that the probability to choose portfolio j is expressed 
as follows: 
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Research Budget 
 
Salary and Wages: 
a) Preparation of questionnaire pre-testing/pilot survey     $2,000 
b) Desk research - Library search (Literature Review)     $1,500  
c) Remuneration for 2 Research assistants @ $300 per/person/month for  

two months          $1,200 
Sub-total           $4,700 
 
Field Survey: 
a) Transportation of 6 field officers to study location, accommodation and feeding at  
$800 per person per month for two months       $8,400 
b) Data coding, input and analysis         $1,500 
Sub-total           $9,900  
 
Supplies and Materials: 

a) Supplies and Materials (Stationeries, Stapler, Binding sheets, Photocopying  
Sheets, CDs and other consumables)        $700 
 
Other Direct Cost: 

b) Preparation of Draft/Working Paper - Typing, editing and proof-reading   $500 
c) Preparation and submission of final report        $700 

Sub-total           $1,900 
 
Total Budget                                        $16,500 
 

Project Work Plan 

Activity                                                                        Time Schedule 

Questionnaire Preparation, pre-testing   1 month (July, 2014) 

Literature Search                   1 month (August, 2014) 

Data Collection                                                 2 months (September October, 2014) 

Data Coding, input and Analysis                             1 month (November, 2014) 

Writing/Submission of Working Paper                1 month (December, 2014) 

Correction and Submission of Final Report                 2 month (January March 2015) 

Total                                                                            8 Months  
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Technologies: Emerging Challenges and Prospects in Rural Nigeria, Obafemi Awolowo University 
Conference Centre, Ile-Ife, Nigeria, 25-29 January, 2010. 

 
36. Oluwatayo, I. B. (2009) Vulnerability and Adaptive Strategies of Staple Food Crop Farmers to Seasonal 

Fluctuations in Production and Marketing in Southwest Nigeria. Institute of Development Studies, 
United Kingdom, 8-9 July, 2009.  

 
37. Oluwatayo, I. B.  (2009) Poverty and Income Diversification among Households in Rural Nigeria: A 

Gender Analysis of Livelihood Patterns, IESE Conference Paper (CP No. 41) April 2009 at Maputo, 
Mozambique. 

 
38. Oluwatayo, I. B. (2006) Pro-poor Initiatives and Service Delivery in Rural Nigeria: Evidence from Ekiti 

State. Paper Presented at UNECA Workshop on Public Expenditure and Service Delivery in Africa: 
Managing public expenditure to improve service quality and access held between 9-11 October, 2006 
in Lusaka, Zambia. http://www.uneca.org/public 

 
39. Oluwatayo, I. B. and A. O. Awoniyi (2005) Household Beef Demand in Urban Centres: Case of Ado-Ekiti, 

Ekiti State, Nigeria. In Proceedings of 10th Annual Conference of Animal Science  Association of 
Nigeria (ASAN) held between 12th and 15th September, 2005 at the University of Ado-Ekiti, Ekiti 
State, Nigeria. 

 
40. Awoyemi T. T. and I. B. Oluwatayo (2003) Nutrition and Human Rights: Children in Rural Ogun State: A 

Test Case in Nigeria. In Proceedings of 32nd Annual Scientific Conference of Nutrition Society of 
Nigeria (NSN) held between 27th and 30th May 2002 at Lagos Sheraton Hotel and Towers. 

 
41. Oluwatayo, I. B., T. T. Awoyemi and A. B. Sekumade (2003) Economics of Palm Oil Marketing in Ibadan 

North Local government Area of Oyo State, Nigeria. In Proceedings of 26th Annual Conference of 
Horticultural Society of Nigeria (HORTSON) held between 15th-19th September, 2003 at School of 
Agriculture, Lagos State Polytechnic, Ikorodu, Lagos, Nigeria. 
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d) Published Research Papers: 
 
42. Oluwatayo, I. B. and T. B. Oluwatayo (2012) Small Ruminants as a Source of Financial Security: A case 

Study of Women in Rural Southwest Nigeria. IMTFI Working Paper Series, 2012, 27pp. 
 
e) Articles Recently Accepted for Publications: 
 
43) Oluwatayo, I. B. (2013) Health Care Delivery System and Households Welfare Status in Urban Southwest 

Nigeria: An Empirical Analysis: E3 Journal of Agricultural Research and Development. 
www.e3journals.org. 

 
44) Oluwatayo, I. B. and O. O. Olaniyi (2013) Economics of Small Holder Agriculture In Rural Nigeria: Ekiti 

State Experience with Cassava Production. International Journal of Agricultural Sciences. 
http://internationalscholarsjournals.org/ 

 
f) Recent Presentations at International Conferences/Workshops/Seminars/Trainings:  
 
45. Oluwatayo, I. B. and A. O. Ojo (2013) Socioeconomic Contributions of Neglected and Underutilized 

Species to Livelihood Security in Rural Southwest Nigeria: Thaumatococcus danielli as a Test Case, 
25-27 September, 2013 in Accra, Ghana. 

 
46. Oluwatayo, I. B. (2011) Information and Communication Technologies as Drivers of Growth: Experience 

from Selected Small and Medium Scale Enterprises (SMEs) in Rural Southwest Nigeria, 17pp. Paper 
Presented at the 4th European Conference on African Studies (ECAS 4) in Uppsala, Sweden between 
15-19 June, 2011. 

 
47. Oluwatayo, I. B. (2009) Gender Considerations in Decision-making among Rural Households in Nigeria: 

Implications on Food Security in Ekiti State (Poster Presentation – IFRES Project), 21-23 May, 2009 
at Accra, Ghana. 

 
48. Oluwatayo, I. B. (2007) Aging and Poverty in Nigeria: Concerns and Reactions for Policy Intervention, 

December, 2007 at Zomba, Malawi.  
 
49. Oluwatayo, I. B. (2007) Effect of HIV/AIDS on Households’ Productivity in Rural Nigeria: Evidence from 

Ekiti State, October, 2007 at Cotonou, Republic of Benin.  
 
International/Local Conferences and Workshops Attended within the Past Five Years: 
 

 International Training Workshop on ‘Field Experiments, Risk, and Uncertainty in Development’ 
Organised by CEAR and RUBEN held at the University of Cape town, South Africa between 3-7 February, 
2014. 

 
 International Training Workshop on ‘Poverty Measurement and Analysis’ Sponsored by African Growth 

and Development (AGRODEP) Modeling Consortium held between 8-10 January, 2014 in Dakar, Senegal. 
 

 Third International Conference on Neglected and Underutilized Species (NUS): For a Food-secure Africa 
held between 25 – 27 September 2013 at Mensvic Grand Hotel, Accra, Ghana. 
 

 International Training Workshop on Time Use Data Collection and Analysis Organised by the 
International Association of Time Use Research (IATUR), Australia between 5-9 November, 2012 at the 
National Academy of Statistical Administration (NASA), Greater Noida, New Delhi India. 
 



 15

 International Biennial Workshop Organised by the African Economic Research Consortium (AERC), 
between 2-9 June, 2012 at Mount Meru Hotel, Arusha, Tanzania. 
 

 International Research Workshop organised by the Institute for Money, Technology and Financial Inclusion 
(IMTFI), University of California, Irvine, USA for IMTFI Researchers held between 6-8 December, 2011 at 
the Student Centre, School of Social Sciences, University of California, Irvine, USA.  
 

 Fourth European Conference on African Studies (ECAS 4) on African Engagements: On Who’s Terms 
Organised by the Nordic-African Institute (NAI), between 15-19 June, 2011 in Uppsala, Sweden. 
 

 International Biennial Workshop Organised by African Economic Research Consortium (AERC) held 
between May 28 – 2 June, 2011 at the Safari Park Hotels, Nairobi, Kenya. 

 
 Alexander Humboldt International Conference on ‘’Agricultural Productivity and Food Security Problems 

in Sub-Saharan Africa: Prospects and Challenges’’ held at The Federal University of Technology, Akure, 
Ondo State, Nigeria between 7-9 June, 2010. 
 

 International Conference on ‘African Women and Rural Environment (AWARE)’ organised by the 
DelPHE Project 643 at the Obafemi Awolowo University Conference Centre, Ile-Ife, Osun State, Nigeria 
between 25-29 January, 2010. 
 

 CODESRIA Child and Youth Studies Institute on ‘‘Negotiating Child and Youth Livelihoods in Africa’s 
Urban Spaces’’ Organised by the Council for the Development of Social Research in Africa (CODESRIA), 
7th September-2nd October, 2009 at CODESRIA, Dakar, Senegal. 

 
 Humboldt International Conference on ‘’Biotechnology Development and Threat of Climate Change in 

Africa’’  held at Obafemi Awolowo University, Ile-Ife, Osun State, Nigeria between 6-10 September, 2009. 
 

 International Conference on ‘Seasonality Revisited: Perspectives on Seasonal Poverty’ Organised by 
Institute of Development Studies, University of Sussex, Brighton, United Kingdom, 8-10 July, 2009. 
 

 International Conference on ‘New Faces for African Development’ Organised in the Framework of The 
European Report on Development by Robert Schuman Centre for Advanced Studies, European University 
Institute at La-Palm Royal Beach Hotel, Accra, Ghana on 21-23 May, 2009. 
 

 International Conference on ‘Dynamics of Poverty and Patterns of Economic Accumulation in 
Mozambique’ Organised by Instituto de Estudos Sociais e Económicos (IESE) between 22-23 April, 2009 
in Maputo, Mozambique. 
 

 International Conference on Natural Resource Management and Climate Change in Africa Organised by 
African Economic Research Consortium (AERC) between 15-17 September, 2008 at the Hotel 
Intercontinental, Nairobi, Kenya. 
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