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Finance research in South Africa: 1949-1997

1. INTRODUCTION

This paper is a follow up to a study of the research
output of South African finance academics, which
extended froin the Second World War to the end of
1992. The past five years have seen an increase in
attendance and submission of papers to the Southern
African Finance Association Annual Conference, and it
was felt that a review of publication output during this
period would support the premise that academics in
this field are increasing their research output.

In addition feedback from the academic community
indicated that the summary in the paper of all
published research was of value to both students and
researchers. The present study was carried out to
update the earlier work with the substantial number of
publications that have appeared in the intervening five
years.

2 THE DATABASE

The original paper on finance research in South Africa
(Firer and Sandler, 1994) covered the publications
appearing in 10 focal journals for the period from their
inception until the end of 1992. In this update of the
original work, the journal contents through to the end of
1997 were scanned. Since the last survey, two new
journals have appeared. These are Management
Dynamics and Meditari first published in 1992 and 1993
respectively.

Over the period 3" quarter 1986 to 1% quarter 1990 a
journal entitled Securities Markets, was published by
Securities Research (Pty) Ltd, a subsidiary of
Securities Discount House Holdings Limited. Its
purpose was to promote a better understanding of the
operation of the financial system and its markets.
During its life 88 articles appeared in the journal.

Many of these articles had as their objective a
description of an aspect of the South African economy
that impacted upon the securities markets, for example
exchange rate policy, perspectives on the South
African anti-inflationary strategy and the Budget.
However 35 of the articles dealt in a more direct
manner with the financial markets. It was decided that

although these papers were not pure research
documents per se, they made an extremely valuable
contribution to the understanding of the South African
financial markets and should therefore form part of the
database upon which this paper is based. The journal
is available in some of the corporate libraries in the
country.

Table 1 shows the year of first publication of each
journal, the year during which the first finance paper
was published by the journal and the number of finance
papers published.

503 papers now appear in the list, an increase of nearly
62% over the total reported up to 1992. As before, we
have limited the selection of papers to those published
in the general area of finance. This broad
categorisation includes material published in the field of
accounting.

Figure 1 is a graph of all papers published each year for
the last 35 years together with the five-year moving
average publication rate. Prior to 1962, only two papers
appeared. The publication rate has levelled off over the
past 10 years, despite peaks of 44 and 38 papers in
1988 and 1994 respectively.

3. AUTHOR PRODUCTIVITY

Of the 503 papers, six had four authors, 46 were the
work of three authors, 156 had dual authorship and
295 were the work of a single author. There has been
littte change in the proportion of single authored
papers, which remained at approximately 60%.

To establish author productivity, a count was made of
the number of papers published by each individual
author. Authors were credited with a publication,
regardless of whether they were the sole authors or
not. The resulting distribution (Figure 2) is a long-tailed
j-shaped distribution. The most prolific author identified
in the previous study (who remains with the highest
publication count) has left South Africa, and did not
contribute to the local literature during the past 5
years.
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Table 1: Number of finance papers published by Journal

Investment Analysts Journal 191 1972
SA Journal of Business Management 96 1970 1970
Accountancy SA (formerly the SA Chartered Accountant) 53 1968 1965
De Ratione (now renamed the SA Journal of Accounting Research) 36 1987 1987
Studies in Economics and Econometrics 35 1982 1977
The Securities Market 35 1987 1986
SA Journal of Economics 20 1949 1948
Management Dynamics 14 1992 1992
SA Journal of Economic and Management Sciences 12 1988 1988
Meditari 6 1993 1993
Businessman’s Law 2 1991 1971
SA Journal of Entrepreneurship and Small Business 2 1991 1989
Journal of the SA Institute of Mining and Metallurgy 1 1980 1948
TOTAL 503
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Figure 1: Number of papers published per year

Investment Analysts Journal — No. 48 1998 45




Finance research in South Africa: 1949-1997

The next two most prolific authors in the earlier study
remained at the top of the list, growing their output
from 20 and 15 papers respectively to 31 each. The
fourth and fifth authors on the current list expanded
their outputs from 6 and 9 to 29 and 22 papers
respectively over the 5-year period. Since 1992 the top
four active authors have been responsible, in whole or
in part, for 38% of the new publications. This is a
surprisingly high figure and indicates that the published
research output in finance in South Africa lies in the

hands of a few academics.Table 2 compares the
theoretical and actual frequency of publications in the
finance literature. Once again it was shown that
Lotka’s Law was applicable to the South African data.
The calculated chi-square statistic was unchanged
from the level of 4.12 reported previously, compared to

the critical value (o = 0,05) of 11.1.
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Figure 2;: Number of appearances per author

Table 2: Authorship Frequency Distributions

SA 503 315 64,6% |153% |5,4% [3,5% (2,9% |8,3%
USA 10353 6270 62,2% (15,3% |7,1% |4,0% |2,9% |8,5%
LOTKA 60,8% [15,2% [6,8% |3,8% [2,4% |11,0%

Based on an empirical study, Lotka (1926) proposed
that the number of authors publishing n papers is
approximately 1/n* of those publishing one paper.
Lotka's Law turned out to be a specialise case of the
bibliometric distribution derived by Bookstein (1977)
which states that the number of authors publishing n
papers is approximately 1/n° of those publishing one
paper. Chung and Cox (1990) investigated the patterns
of productivity in the finance literature in the USA and
established that they conformed well to Lotka's inverse
square law.

Figure 3 shows, using logarithmic scales, the number
of authors plotted against the frequency of
publications. Using publication frequencies of five or
less (in order to make a comparison with Chung and
Cox’s 1990 study), the slope of the regression line was
calculated. The number of authors publishing n E)apers
was found to be represented by the function 1/n*° (R2
= 0,987). This was almost precisely the prediction
resulting from an application of Lotka’s Law.

The ‘publication life’ of an author was defined as the
difference between the last and first years in which
articles penned by the author were published. An
active author was defined as one who had published a
paper within the past 3 years.

A total of 316 authors were wholly or partially
responsible for the 503 publications. Five individuals
were involved in 25% of the articles. Of the 46 authors
with more than 3 papers to their credit, only 11 had a
publication rate of more than one article a year. Of
these eleven, seven are currently active.

Of the active authors, the highest publication rate was
2,64 papers per year over an 11 year life, followed by
2,21 per year over a 14 year life. A further seven have
a publication rate of greater than 1. Of the inactive
authors, four had publication rates of greater than 3
articles per annum, with a further sixteen having
produced between 2 and 2,6 per annum. All but one of
these authors had publication lives of less than 3
years.
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Figure 3: # Papers vs # Authors (non-weighted)

The overall publication rate was 1 paper per year. If
authors with one- and two-year publication lives are
excluded, the average drops to 0,95. If one compares
these results with those of the previous study, the
overall publication rate is the same but the publication
rate of the more prolific writers has improved from 0,77
to 0,95. The upper quartile of publication rates had a
lower bound of 1,2 papers per year for active authors
and 1,5 papers per year for all authors.

Figure 4 shows the average publication rate as a
function of ‘publication life’. Overall there seems to be
a downward trend. The authors with a publication life
of two years have the highest average rate. However,
only two of the twenty in this category are currently
active. Perhaps this is a case of new academics who
publish in order to get tenure, then stop publishing.
The figures for authors who have published for ten or
more years is biased upwards by two individuals with a
publication rate of over 2,5 papers per year. Generally
productivity seems to decrease with age.
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Figure 4: Avg/Year vs Publication Life
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A scattergram of the average number of publications
pere’ for all authors with more than one publication to
their credit (Figure 5) revealed a negative correlation of —
0,41 between these variables - a similar resuit to the
previous study. If the five most prolific authors (those
with over 20 publications to their name) are omitted, then
the correlation is —0,6.

Of the 72 currently active authors, 27 have produced
two or more papers. The distribution of their
“publication lives” is shown in Table 3.

Of these 27, 16 may be considered to be experienced
publishers with more than four publications to their
credit. Whilst this is an improvement on the previous
study where there were only nine authors with more
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Figure 5: Annual average output vs life

than four papers each, this highlights the fact that
finance publications in South Africa are essentially
dependant on a small minority of committed
academics.

Table 3: “Publication lives” of active authors

16-18 years
13-15 years
10-12 years
7-9 years
4-6 years
1-3 years
Total active authors 2

~Nib W[ w( N

All the analyses presented above were carried out
giving each author full credit for an article, regardless
of the number of authors. In order to take multiple
authorships into account, the analysis was redone
giving only fractional credit for papers written with co-
authors. The distribution of weighted appearances is
presented in Figure 6, rounding to the nearest whole
number. The graph is similar in appearance to Figure
1.

Adjusting the number of appearances resulted in
changes in some of the rankings. The most prolific
author fell to third position, and authors ranked

eleventh and twelfth fell to twentieth and twenty fifth
position respectively. However the Pearson correlation
coefficient between the two sets of rankings was 0.92,
indicating that the adjustment process did not lead to a
significant difference in ranks. For active authors, this
figure was 0,94.

4. THE CONTENTS OF FINANCE PAPERS

in the previous paper, the broad area of finance was
divided into two main sections, Corporate Finance and
Investments. These were in turn broken down into a
number of categories. The breakdown of material into
the two major categories has been discontinued as it
added little value to the analysis. The 29 categories
previously used were reviewed for appropriateness.
Some alterations were made to better reflect the range
of papers being aggregated together in each category,
leading to 32 categories. A full list of the papers appear
in the Appendix. The number of papers in each
category, together with the number of papers published
since 1992 are shown in Table 4.

The most “popular” areas of research over the past five
years have been studies on asset pricing models (11%
of the new publications), performance measurement
(9%) and market efficiency (8%). The latter two
categories made up the largest groupings of papers
reported in the previous study. Less than two papers
per year have appeared in the other categories. Overall,
the most highly researched areas are performance
measurement with a total of 41 papers (or 8% of the
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total), asset pricing models and derivatives with 34 and
32 papers respectively.

The Asset Pricing Models category incorporates studies
on the CAPM and APT on the JSE, together with
papers dealing with risk and with the measurement of
beta coefficients. Risk perceptions and accounting

based risk measures are also the subject of papers in
this category. Anomalies in asset pricing iS a new
category. Papers dealing with evidence on so-called
market anomalies such as the P/E effect and the
January effect are grouped here. Five of the eight
papers are new.
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Figure 6: Number of weighted appearances per author

Derivatives continue to be a well-studied area, with eight
new papers in print. No papers on options have
appeared during the past 10 years.

In the Annual Financial Statements group of 25
papers, issues relating to the nature and disclosure of
information, the availability and use of accounting data
by the investment community and the information
content of Annual Financial Statements are discussed.
Publication has been at the rate of about two papers a
year since 1992. Working Capital Management
remains an apparently under researched area, only
two new papers appearing since the last survey.

The four new papers in Capital Budgeting deal with
capital budgeting techniques and risk analysis in
capital budgeting. As before, the flow of material on the
subject of capital budgeting is low, with the 60% of the
published work appearing as far back as the 1970's.

The seven additions to Capital Structure deal with a
wide variety of topics within the broad area of
appropriate levels of corporate debt usage. In the
Dividends category, issues related to dividends, share
splits, capitalisation issues and secondary tax on
companies are dealt with in five new papers.

10 new studies on the efficiency of the JSE have
appeared and an additional two papers deal with a
review of previous studies on market efficiency.

The Financial Analysis and Planning category contains
five new studies on financial ratio analysis, financial
management criteria, sources of financial information
and their relative usefulness. Given the growing
importance of individual decision making in personal
investing, which is partly the consequence of the move
from defined benefits to defined contributions in the
retirement industry, the emergence of only two papers
on the subject of Personal Financial Planning is of note.
The three new papers on Foreign Exchange focused

50

Investment Analysts Journal — No. 48 1998



Finance research in South Africa: 1949-1997

on modelling the rand/dollar exchange rate and the
impact of seasonal effects on the rate. The effect of
inflation on the behaviour of share prices and on
required returns as well as the problems of inflation
accounting occupied the attention of researchers in the
past five years, resulting in six new papers.

Subjects such as the behaviour of share prices, market
indices, the nature of local markets, the impact of

Table 4: Categorisation of Published Papers

October 1987 on markets and the historical risk and
return on the JSE are dealt with in the category entitled
Markets.

The Money Market is a new category introduced as a
result of the inclusion of the papers from the Securities

| Agency Theory 0 3
Annual Financial Statements 8 25
Anomalies in Asset Pricing 5 8
Asset Pricing Models 16 34
Bankruptcy 3 6
Bonds and Fixed Interest Securities 2 18
Capital Budgeting 4 25
Capital Structure 7 14
Cost of Capital 2 13
Derivatives 8 32
Dividends 5 22
Efficient Market Hypothesis 12 28
Equity 2 10
Ethical Issues in Finance 2 6
Financial Analysis and Planning 5 14
Foreign Exchange 3 11
Inflation 6 16
Investment Basics 10 39
Leasing 0 2
Market Timing 2 4
Markets 6 20
Mergers and Acquisitions 1 15
Miscellaneous 4 14
Performance 13 41
Personal Financial Planning 1 2
Portfolio Management and Diversification 5 22
Property 1 4
Strategic Issues in Finance 3 14
The Money Market 1 14
Unit Trusts 4 8
Valuation 1 11
Working Capital Management 2 8
Totals 2136 503

Markets Journal. The only post 1992 article deals with
the potential for money market funds in SA. The
balance deal largely with money market instruments
and represent a valuable source of material on the
subject.

The effects of (particularly international) diversification
form the main study area in the papers grouped under
the heading of Portfolio Management and

Diversification. The papers contain an interesting
parallel to the political developments in South Africa
over the past decade. In the mid 1980’s papers on the
subject of boycotts of SA investments and the effects
of sanctions appeared. These were followed by studies
investigating what the benefits of international
diversification were for the local investor, and latterly
whether local managers were ready to invest abroad.
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International fund construction is amongst the latest
titles to appear.

Property remains a neglected area of research, with
one new paper being added to the three previously
published. Strategic Issues in Finance contains papers
that address questions such as the appropriateness of
the goals of the firm and the factors impacting the
creation of shareholder value. Three new papers
appeared since the previous study.

Four studies have appeared which are directly
concerned with issues of Market Timing. These have
been separated into a category of their own.

No papers on the subject matter of Agency Theory or
Leasing have appeared since 1992. Only one paper
under the heading of Mergers and Acquisitions has
appeared. Given the trend in the corporate environment
towards unbundling rather than conglomeration, the lack
of interest in this topic is understandable.

In the section entitled Bankruptcy, three new papers
looking at modelling corporate collapse have been
published. Of the 18 papers under the grouping Bonds
and Fixed Interest Securities, which deal with issues
related to the yield curve, asset securitisation, a
corporate bond market in SA and the equity linked
fixed interest securities, only two papers are new. The
narrowness of the South African bond markets (in terms
of numbers of issues traded regularly} may, in part, be
responsible for this.

Ethical issues in finance are not well represented in the
studies, although material on this subject may be found
in journals other than those searched to create the
database.

10 papers (two of them new) dealing with equity as a
source of funds, initial public offers and rights issues
are grouped under the heading of Equity. In Cost of
Capital, two new papers have appeared.

The 39 papers included in the database under the
heading of Investment Basics are largely devoted to
explanations of some of the more difficult concepts in
the field. They are included since they offer
educational opportunities for classroom use.

Finally, collected in a miscellaneous category are 14
papers that did not easily fit into any other category.

5. CONCLUSIONS

The publication rate of finance articles in terms of
number of papers per year has levelled out. On the
assumption that finance as a discipline may well be
growing in South Africa (an assumption that needs
testing), and the increasing numbers of students
attracted to the subject (if the experience at

undergraduate level in at least one major university is
anything to go by), it is disappointing that more research
is not finding its way into the light of day.

Only about 10% of the papers were written by more
than two authors. It is encouraging to note that a trend
toward multiple authorship is absent in the discipline.
The nature of the research in finance is such that high
levels of the phenomenon may well indicate a problem
associated with the “publish or perish® paradigm of
academia.

The impact of the “brain drain” from the country is
indicated by the observation that the most prolific
author identified in the previous study remained top of
the list five years later despite having not published in
South Africa in the interim.

A further worry is that four authors were responsible
(either as sole or as co-authors) for well over a third of
papers published since 1992. Of the 27 currently
active authors who have produced more than one
paper, 16 have more than four published papers to
their credit. It is hoped that these dominant players are
encouraging colleagues at their institutions to research
and publish.

We note that the observations of Lotka (1926) remain
as true now as they were found to be in 1992, namely
that there is a high probability that authors who publish
will do so only once, and that the inverse square law
still is a good predictor of future publication rates.

This study provides a useful benchmark in terms of
which Heads of Academic Departments can measure
their staff's research output. Over the active life of
authors, a top rate of just over two and a half papers
per year was observed. An average rate across the
country is one paper per year. Staff producing more
than one and a half papers paper per year will find
themselves in the top quartile of publishers in their
discipline, a meritorious achievement.

Weighting co-authorships according to the number of
authors did not significantly change any of the
conclusions drawn above.

The categorisation of papers according to their subject
matter highlighted areas where it appears that little
research is being published. It is hoped that this listing
of past research will be of value to current researchers
seeking to review the literature in areas in which they
want to work and will encourage studies in neglected
areas.
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APPENDIX

Journal abbreviations

ACCSA Accountancy SA = Rekeningkunde SA

BL Businessman's Law

DER De Ratione

IAJ Investment Analysts Journal

JESB SA Journal of Entrepreneuship & Small Business
MD Management Dynamics

MED Meditari

SAIMM Journal of the SA Institute of Mining & Metallurgy
SAJAR South African journal of Accounting Research
SAJBM SA Journal of Business management

SAJE SA Journal of Economics

SAJEM Journal of Economic & Management Sciences
SEE Journal for Studies in Economics & Econometrics
SM The Securities Markets
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Finance research in South Africa
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