
Information-Seeking Behavior of Securities Analysts:
Individual and Institutional Influences, Information
Sources and Channels, and Outcomes

Nancy Sadler Baldwin
Morgan Stanley and Co., Inc., 1585 Broadway, 38th Floor, New York, NY 10036-8293.
E-mail: nbaldwin@ms.com

Ronald E. Rice*
School of Communication, Information and Library Studies, Rutgers University, 4 Huntington St.,
New Brunswick, NJ 08903-5067. E-mail: rrice@scils.rutgers.edu

Information technology and the need for global informa- Street functions almost entirely on information. The U.S.
tion are constantly changing the way securities analysts, financial services industry underwent a revolution in the
one kind of knowledge worker, obtain, manipulate, and 1980s that has resulted in a dramatically restructured in-
disseminate information. This study develops and tests a

dustry in the 1990s. First, the nature of Wall Street’sgeneral model, with specific hypotheses, that individual
business changed considerably as commission rates fellcharacteristics and institutional resources influence the

information sources and communication channels that due to deregulation of the markets and fierce competition
individuals use, that use of these sources and channels within the industry. Second, the deregulation of London’s
influences the outcomes of analysts’ activities, and that, securities markets in 1986 and the current attempt to re-
therefore, individual characteristics and institutional re-

structure the European Economic Community, has gener-sources both directly and indirectly influence the out-
ated European interest in foreign investors. Emergingcomes. The data for this study were collected through

a telephone survey administered to a random sample of markets in Eastern Europe, Asia, and Latin America are
100 securities analysts from 40 of the largest investment also providing new opportunities for investments in for-
banking firms in the United States and the United King- eign stocks, project financings, and privatizations. Third,
dom. The results show that individual characteristics

the integration of new electronic systems into the market,have little influence on the information sources and com-
and across national markets, has increased both the qualitymunication channels used by analysts, and thereby do

not have a significant influence on the outcomes of ana- of information and the speed at which it is disseminated.
lysts’ information activities. Institutional resources do In addition, U.S. companies are rapidly globalizing
have a significant influence on the information sources and their international business operations are becoming
and communication channels analysts use, but also have

a large portion of their revenue and earnings. Investmenta direct influence on outcomes, and thereby play a sig-
firms are committing themselves to broad-based financialnificant role in analysts’ information activities. The con-

clusion discusses implications of these findings for services, such as global equity research, and sales and
securities analysts, institutional and retail investors, trading activities. New sources of information that cover
schools of library and information science, and practic- global economic trends, international production and mar-ing information professionals.

keting data, and international mergers and acquisitions
are needed. All these changes present Wall Street andIntroduction
securities analysts with new challenges.

On Wall Street and in the global marketplace of the Securities analysts form a distinctive group of informa-
1990s, information is power and money; indeed, Wall tion-seekers. Securities analysts are intelligent and moti-

vated users of information. Every year top graduates of
* To whom all correspondence should be addressed. M.B.A. programs are hired as securities analysts by Wall

Street firms. They are in the forefront in utilizing informa-
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tion systems that allow them to build forecasting models,1996.
create quantitative valuation models, and conduct ‘‘what-
if ’’ scenarios. These systems, in addition to improvingq 1997 John Wiley & Sons, Inc.
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the quality of investment research, are intended to in- those communication networks—our primary source for
mediated information (Grosser, 1991). These networkscrease an analyst’s effectiveness and productivity. These

systems are, to a degree, the predecessors of systems reduce information overload, overcome personal limits
on information acquisition and interpretation, and addwhich will be used by students and professionals in other

disciplines. The work of securities analysts is information value through intermediate evaluations and sense-making.
The related informal communication patterns are unregu-intensive. With timeliness being essential, securities ana-

lysts are willing to pay large sums of money for the lated and spontaneous, usually lateral, but often serving
as links among hierarchical levels or as gatekeepers torapid delivery of information. It therefore seems useful

to investigate the influences on, behavioral patterns of, other network groups, even external to the organization
(such as technological gatekeepers, boundary-spanners,and outcomes from, the information-seeking behaviors of

securities analysts. liaisons, and the ‘‘information rich’’) . These gatekeepers
keep up more with professional literature, have more pro-
fessional affiliations, more external oral contacts, and

User Studies
greater access to information sources in general, and can
translate terms and norms across networks. These com-We can better understand securities analysts’ informa-

tion-seeking behaviors by reviewing related research from munication-rich roles develop informally over time, and
generally foster greater innovativeness and performanceprior user studies. Modern day user studies were devel-

oped in response to the growth in science and technology (except for routine tasks) . Weak ties ( infrequent, but
bridging different networks) are valuable because theyfollowing World War II. They originated under the prem-

ise that effective information systems could be designed do not require as much cost to maintain, yet expose one
to new information. Network building is particularly im-by identifying the information needs of user groups. By

1978, Crawford estimated that over 1,000 user studies portant for managers, as it fosters more channels and
thus more information and opportunities for action, andhad already been published.
especially provides informal exposure to significant prob-
lems outside of formal channels (Katzer & Fletcher,

User Studies in the Sciences, Social Sciences,
1992).

and Humanities
Price (1963) identified the invisible college phenome-

non when he suggested that a small group of scientistsThe early studies on informal communication patterns
among scientists and researchers are particularly relevant within any given research area monitors the changes tak-

ing place in their field by staying in contact with oneto this study in that they identify the importance of ‘‘gate-
keepers’’ and informal communication within user groups another, both within and among groups (Crane, 1971;

Cronin, 1982). Invisible colleges influence the communi-(Ladendorf, 1970). Allen (1977) identified communica-
tion stars in work units in various technological organiza- cation of information before, during, and after meetings

of professional associations (Garvey & Griffith, 1968;tions, who serve as gatekeepers that facilitate the flow of
information from outside to their colleagues. Gatekeepers Johns Hopkins University, 1969). Scientists who work

for organizations that permit unrestricted travel are associ-read more journals, have more external contacts, generate
more ideas, and engage in more problem solving than ated with greater productivity and with greater success in

obtaining information (Shilling, Bernard & Tyson,non-gatekeepers. Gatekeepers not only provide profes-
sional information, but they also give practical and politi- 1964). Being a gatekeeper not only increases one’s status,

but that higher status in turn increases one’s likelihoodcal advice. Metoyer-Duran (1993) notes research that
concludes that ‘‘formal and informal ties to local and of being an academic gatekeeper. The research of scien-

tists of high rank is more likely to be initially selectednonlocal institutions, organizations, or associations have
higher rates of information use that do those who lack and then read because of their authors’ visibility in the

scientific community (APA, 1963; Cole & Cole, 1967;such affiliations’’ (p. 117). Thus they play important
roles, not the least of which is that they contribute to Menzel, 1966).
scientific performance by increasing the amount and vari-
ety of information consumed (Allen, 1969). Technologi-

User Studies of Public Libraries by Information-Seekers
cal gatekeepers mediate information flow between inter-
nal and external, domestic and international, through their Studies about the use of public libraries are indirectly

related to this study as securities analysts and otherlinks to various networks of information sources (Me-
toyer-Duran, 1993). They may perform that role only for knowledge workers have access to local libraries. Berel-

son’s 1949 study was one of the first to review majorspecific information categories, and perform two quite
different functions: Limiting access to or restricting scope aspects of public library usage, although by 1977 there

were still only a handful of public library studies thatof information, and/or fostering innovation, change, and
exchange or use of information (Metoyer-Duran, 1993). considered the characteristics of users (Zweizig & Der-

vin, 1977). The late 1970s and early 1980s saw a renewedAchieving effectiveness from information systems re-
quires understanding of the crucial information role of interest in how librarians provide reference service to the
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community. One such study showed that co-workers and p. 227). Organizational characteristics such as size, struc-
ture, goals, culture, production, politics, environment, or-professional journals are the most consulted information

sources, and that the individuals did not use a library to ganizational incentives for gathering information, empha-
sis on surveillance, risk aversion, and symbolic value ofobtain the information they need for their work (Prentice,

1980). Several studies found that people tend to use inter- information all influence managers’ use of information.
A number of studies during the past three decadespersonal sources—friend, relative, or neighbor—rather

than the public library (Chen & Hernon, 1982; Dervin, address how knowledge workers obtain information from
internal and external sources. Drott (1973) concluded that1976; Wilson, 1977). Durrance (1984) found that 64%

of her citizen group members used interpersonal sources, in information-rich environments, people decide for them-
selves how they will acquire information and what ser-although 50% of the members said they used libraries

when they needed to look for printed information. vices they will use, probably choosing whatever is most
convenient and accessible, regardless of cost. They should
also be better prepared to make decisions and write re-

User Studies of Knowledge Workers and Managers
ports. It also seems likely that they are more productive
and satisfied with their outcomes. In their studies on howKnowledge workers (including managers) continually

search for new information. They monitor, store, and dis- executives obtain information, Aguilar (1967), Collings
(1968), and Keegan (1967) reached conclusions similarseminate company and industry-related information.

Their information-seeking behavior may be influenced by to those of Hofer’s study of strategic planners: ‘‘In gen-
eral, personal sources of data greatly exceed impersonaltheir environment. Due to information processing limita-

tions and problem pressures, much organizational deci- sources in importance. In this regard, subordinates were
the greatest single source of information, while superiorssion-making is largely ‘‘muddling through,’’ satisficing

with limited information, succumbing to time limits and meetings were very poor sources of information’’
(Hofer, 1976, p. 264). It is important to note that these(Grosser, 1991, p. 385). The many bounds on rational

decision-making include: Ambiguous goals defined incre- studies do not include libraries or information systems as
information sources available to top management execu-mentally, need to satisfice, availability of possible solu-

tions and actions, and social, conflict, and political obsta- tives. In a study that examined how corporations acquired
information concerning their strengths and weaknesses,cles (Katzer & Fletcher, 1992).

Securities analysts, like scientists and engineers, have Stevenson (1969, p. 31) concluded that ‘‘formal sources
were clearly the major source of information on the inter-long uninterrupted segments of time to spend on one

study; CEOs and managers have only short segments of nal state of the organization, while personal sources were
the major source of external information.’’time to spend on any one issue. Most executives probably

have a support staff to provide the information they need Choo and Auster’s review (1993) proposed four pri-
mary stages in managerial use of information. First, orga-to make their decisions. On the other hand, securities

analysts and scientists spend most of their time obtaining nizational members need information to overcome mem-
bers’ cognitive limitations, and to reduce equivocality andinformation and writing reports. Therefore, knowledge

workers on opposite ends of the spectrum may exhibit uncertainty about perceived environmental conditions by
making sense of available information. Thus, the environ-different information-seeking behaviors.

Managers prefer oral, face-to-face communication, ment represents informational resources on which organi-
zations may be more or less dependent. Second, informa-quick resolution favoring access and speed to accuracy,

not necessarily rational decision-making because of the tion needs in general develop in social and work contexts,
such as managerial roles, as ways of making sense ofinstability, conflict, and uncertainty of situations. How-

ever, these situations are constrained and structured by one’s progress toward goals; require both formal and in-
formal information; and tend to place greater emphasismanagerial roles (such as Mintzberg’s interpersonal, in-

formational, and decisional) , managerial activities (such on source accessibility than quality. Third, these two pro-
cesses foster increasing information needs by managers,as Kotter’s agenda setting and network building), deci-

sion-making (problem finding, decision-making, problem motivated by immediate problems and preferably satisfied
by personal observations, individuals as sources, and ver-solving) and problem dimensions (or criteria for as-

sessing relevance of information) (Katzer & Fletcher, bal media. Fourth, to that end, managers proactively en-
gage in environmental scanning, especially market-re-1992). Individual managerial characteristics that influ-

ence information behaviors include tenure (greater use of lated environmental sectors, through both internal and
external, but preferably personal sources and rarely librar-intuition), cognitive style (affecting preference for and

processing of information), personal biases in identifying ies or online databases. This scanning is influenced by
firm size, managerial experience, and those perceptionsand analyzing information (illusion of control, overcon-

fidence in judgment, poor inferences, avoiding discon- of the environment, but not much by managerial job char-
acteristics.firming information) (Katzer & Fletcher, 1992).

Organizational ‘‘context effectively constrains a per- The knowledge workers of today must control informa-
tion in a global environment. Multinational corporationsson’s information behaviors’’ (Katzer & Fletcher, 1992,
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are utilizing computer-based information systems to man- position, accounting policies, and segment information—
in order of their importance as an information source.age and monitor their global information resources (Selig,

1982). Most knowledge workers are computer literate, These elements of information were determined to be
useful whether the investment decision was buy, sell, orand perform their own research instead of, or in addition

to, using an intermediary, such as a librarian. However, hold.
Securities analysts regularly meet with the manage-Hart and Rice (1991) found that foreign exchange trad-

ers’ use of full-text and reference or numeric databases ment of the companies they follow, and their reports tend
to reflect the positions of management, sometimes at theis different, and that using intermediaries may decrease

the perceived value of the retrieved information. expense of their own judgment. Securities analysts, there-
fore, should be aware of the reliability of company man-
agement as a source of information.

User Studies of Securities Analysts
One securities analyst sums up the information-seeking

process by saying that he divides information into fourSeveral studies within the securities industry focus on
analysts and their research. Opinion Research Corporation parts—the information he knows that nobody else knows,

what nobody knows, what he knows that everybody elseconducted a survey of securities analysts to determine
what information sources they used in evaluating compa- knows, and what he does not know that everybody else

knows. He says that most of his time is spent in an effortnies. Company reports were considered the most widely
used general communication source, and personal conver- to know what everybody else knows, and the future lies

in gaining the information that nobody knows (Kleinfield,sations with company officials were considered the most
valuable form of special communication. The written re- 1985).
ports of securities analysts at other firms, followed closely
by news, business, financial, and professional publications

Securities Analysts: Roles and Rankings
were the most frequently cited sources of non-company
communication (Latane & Tuttle, 1970).

The Changing Role of Securities Analysts
The staff at Wall Street Letter conducted a survey of

top securities analysts to determine what proportion of Investment banking firms are both users and producers
of information. They are structured like a three-leggedtheir time is spent on marketing and traveling to see cli-

ents, due to stiffer competition and the revenue needed stool, with research, portfolio management, and trading
each dependent upon the other two for information. Secu-to justify higher salaries. Although the survey found that

the amount of time varies from firm to firm (on average rities analysts, portfolio managers, and traders each pro-
vide advice and stock recommendations to clients basedtop analysts spend 45% of their time marketing to cli-

ents) , many of the analysts noted that excessive market- upon this information (Geyer, 1969). Almost 3,000 secu-
rities analysts work in investment banking firms preparinging can have a negative impact on their research (Top

Analysts, 1986, p. 1) . research reports for such large institutional clients as pen-
sion funds and insurance companies, as well as large retailRecent studies have discussed securities analysts’ use

of information in making forecasts. Other than stock rec- clients (Lamont, 1995).
A typical research department in the United States em-ommendations, earnings forecasts are the most important

work product of analysts. It has been shown that analysts ploys a few generalists, but most of the securities analysts
are specialists, often called sector analysts, who followpredict earnings forecasts more accurately than mechani-

cal prediction models (Givoly & Lakonishok, 1984). The companies within a specific industry or sector. In some
firms analysts cover more than one sector, and not allextent to which these forecasts reflect all available infor-

mation, however, has not been tested. sectors are covered by every firm. The October 1995
Institutional Investor All-America Research Team surveyMany studies have been performed on the usefulness

of financial statements to securities analysts in making included 76 industry categories covered by 311 securities
analysts from 26 investment firms (Meisler & Bent,investment recommendations. Chang (1981) sent ques-

tionnaires to 1,000 securities analysts in three countries— 1995). Within any one industry or sector, the analysts or
their firm select the companies that will receive coverage.the United States, the United Kingdom, and New Zealand.

The study concluded that financial statements are an ana- In 1988, only 7,000 of the 20,000 public companies were
listed on one of the three major stock exchanges, andlyst’s single most valuable source of information. In addi-

tion, securities analysts determined that annual and in- of these only 4,800 received research coverage (Nelson,
1989).terim financial reports, prospectuses and communications

with management are essentially equal as important Prior to May 1, 1975, when the demand was for back-
ground information on industries and companies, securi-sources of information. They considered news reports,

corporate press releases, and advisory services to be less ties analysts wrote monographic length ‘‘maintenance’’
research reports. Since brokerage commission rates wereimportant. The same study ranked elements of the finan-

cial statement within the annual report—income state- fixed, investment firms competed for institutional clients
by making research reports available to them. Analystsment, balance sheet, statement of changes in financial
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had time to produce these extensive reports because they Analysts Survey, Securities Week Semi-Annual Research
Survey, Nelson’s Survey of Investment Research (Nel-were not expected to advise money managers or forecast

stock recommendations (Kleinfield, 1985). May 5, 1975 son, 1995), and Greenwich Research Associates Institu-
tional Equity Survey. The studies rank individual securi-brought about an end to fixed commission rates for stock

and bond trading in the United States, as a result of a ties analysts and equity research departments in invest-
ment firms (Dorfman, 1995a, 1995b).ruling by the Securities and Exchange Commission

(SEC) (Gillis, 1985, p. 16). This forced clients to bargain To summarize just one of these surveys, one of the
oldest and most prestigious U.S. studies is the Institu-for the cheapest fees, and analysts to market their research

to institutions in an effort to bring in trades and justify tional Investor ranking, which is more often referred to as
the II ranking. Within industry categories and investmenttheir salaries.

Today, securities analysts have fewer hours to spend specialties, individual securities analysts are rated on their
performance in each of the following areas: Stock selec-on research, and the trend is to write shorter and more

frequent reports. Descriptive reports containing historical tion, earnings estimates, service and accessibility, and
written reports. The team for each industry category isdata have been replaced by reports formulating profitable

investment ideas. Their recommendations hold great comprised of first, second, and third place, and runners-
up. The October 1994 study ranked 444 securities analystspower, representing a substantial profit, or loss, to the

stockholder and to the company. from 34 firms in 79 industry categories, based on 3,000
mailed questionnaires, 600 of which were outside of theThe successful securities analyst must act as an econo-

mist, an accountant, and a legal expert, as well as an United States (Meisler & Bent, 1994). The earnings esti-
mates of the Institutional Investor All-American Researchindustry specialist (White, 1976). Analysts must under-

stand new accounting rules and laws in order to determine Teams outperformed the average analyst (summarized in
Dorfman, 1994b, 1994c). These surveys also report ontheir effect on the companies and industries they follow.

Securities analysts must also be versed in the disclosure many other industry topics. For example, the Securities
Week semi-annual survey also reports on trends in indus-requirements of securities laws and regulations.

The internationalization of business, along with the tries studied, related industry factors, and compensation
(Lamont, 1995).ongoing internationalization of the securities markets, has

added to the information needs of securities analysts. The There are several other significant annual surveys that
rank U.K. and European securities analysts on their re-‘‘Big Bang,’’ the deregulation of London’s securities

markets on October 27, 1986, contributed to the interna- search. They are the All-Europe Research Team, the Extel
Financial Survey of Investment Analysts, the MORI Fi-tionalization by making it easier to compete in the interna-

tional arena (Nicholas, Erbach, & Paalman, 1987a). The nancial Research Poll, and the Euromoney European Bro-
kers Survey (Extel Financial, 1993; Market & Opinionstock exchange abolished its system of minimum com-

missions and introduced its new computer-assisted deal- Research International, 1990; Meisler & Bent, 1992,
1994, 1995; Moore, 1992).ing system, Stock Exchange Automatic Quotations

(SEAQ). Transactions can now be executed through this These surveys are significant for several reasons. Sur-
veys and rankings are used by the financial communityautomated system which displays prices on a continuously

updated basis (Rider, 1987). to measure the outcomes discussed in this study. They
measure the income and ranking of securities analysts,New York, London, and Tokyo are the three key capi-

tal markets of the world. The movements of these three and to some extent their productivity and satisfaction.
These surveys are also widely used as benchmarks thatmarkets tend to be closely intertwined, as became evident

on Black Monday, October 19, 1987. The October 1987 determine the compensation of ranked analysts. Receiving
a high ranking in the All-America Research Team survey,stock market crash caused all three markets to lose a large

percent of their value. This interconnectedness and the for instance, can add $100,000 or more to an analyst’s
market value (Dorfman, 1994a). Analysts with the rightincreased activity within the capital markets has increased

the need for quick and accurate information. A key ele- credentials—those who cover a ‘‘hot’’ industry, or are
ranked in the Institutional Investor’s All-America Re-ment in the globalization of the financial markets is the

information systems available to traders and securities search Team—are always paid top dollar regardless of
the prevailing economic conditions (Wipperfurth, 1995).analysts (Lohr, 1986). This high technology environment

permits automated trading worldwide and the dissemina- But there is more to measuring the worth of securities
analysts than keeping track of their recommendations andtion of financial information to securities analysts via an

automated global communications network. their outcomes. Firms also measure analysts’ performance
by: Their ability to produce high quality research and
dependable reports; their ability to market their research

Industry Studies and Rankings
through phone calls and visits to clients; their understand-
ing of the investment process; their ability to come upSeveral frequently cited industry studies are conducted

regularly. These include the Institutional Investor All- with good investment ideas; their ability to cope with
adversity; the reputation they have acquired among cli-America Research Team, the Wall Street Journal All-Star
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ents, competitors, and associates; and their ability to keep pend on the data analysis and current statistics they
obtain from their own computerized resources. In turn,on top of the situations they have recommended (Mattlin,

1969). the time required to perform this research increases the
amount of hours they work.In 1995, analysts were still in demand and well com-

pensated, but the economic downturn on Wall Street
forced investment firms to stop expanding their research Individual Characteristics of Securities Analysts
departments. It is, therefore, even more crucial for ana- Influence Their Use of Information Sources and
lysts to have their track record measured against their Communication Channels
peers, and to be recognized for their achievements. Since
the top analysts are recognized for the accuracy of their

Greater age and experience lead to greater computerstock picking and earnings estimates, their research brings
usage.in business for the firm. Investment firms are interested

Male analysts have greater access to informal informa-in analysts who are ranked in surveys because they have
tion and external contacts than do female analysts.name recognition and can bring in money for the firm.

Analysts who are members of professional associa-
Good research reports lead to good investment decisions. tions have greater access to informal information and
These analysts can generate ideas for deals. Investment external contacts.
firms are often hired to lead or co-manage a deal on the As their experience increases, securities analysts’ use
strength of their research coverage. On the other hand, of library resources decreases.
investment firms have been left out of stock offerings Securities analysts who work longer hours make

greater use of media and computer resources.because of poor or no research coverage of a company.
Also important is the trading volume the firm does in
the stocks the analyst covers. Firms rely on the contacts It seems likely that the environment in which securities

analysts work influences their internal and external com-securities analysts have made to direct a large volume of
institutional trading to the firm. munication channels over and above, and possibly more

powerfully than, the individual influences. The securities
analysts who work in investment firms of varying size
and prestige have access to different staff and resources to

Model and Hypotheses
assist them in acquiring information and writing research
reports. They also have different budgetary support forFigure 1 presents the model of the proposed relation-

ships among individual, institutional, source/channel, and conferences, meetings, and visits to the companies they
cover, and use of printed and computerized resources.outcome variables, as summarized in five general hypoth-

eses. In addition to the general prior research on user Similarly, it also seems likely that securities analysts who
attend more annual meetings and trade shows have greaterinformation needs, the following sections refer to specific

individual, institutional, and information/communication access to contacts outside of their firm. These meetings
also present the analysts with an opportunity to exchangeinfluences.

Invisible colleges exist among workers in business and information with these contacts on an informal basis.
Securities analysts who work in regional firms areindustry as well as in academia. Campbell (1975) found

that businessmen consider the ‘‘old boy network’’ to be more likely than full-service firm analysts to cover com-
panies that are located in their local community. There-a valuable source of information, one which continues to

exist within the securities industry and influence the way fore, it would seem likely that regional firm analysts find
their local newspapers to be a valuable source of informa-securities analysts gather information. Men have the ad-

vantage of using the informal contacts they have acquired tion.
Analysts acquire information from external sourcesover the years, within a specific industry, to obtain infor-

mation. A study by Advertising Women of New York and disseminate information to others within their firm.
Sometimes they need to interpret the information priorshows that 65% of the women respondents believe the

‘‘old boy network’’ continues to exist, particularly at ad to its dissemination. Individuals within the firm, most
noticeably traders and investment bankers, are dependentagencies (Danzig & Wells, 1993).

Aguilar (1967) , Allen (1977) , and Rosenbloom on this information to perform their jobs. Securities ana-
lysts also interpret and distribute this information to insti-and Wolek (1967, 1970) found that experience is a

significant influence on the information /communica- tutional and retail clients of the firm. While the literature
states the importance of individual characteristics on thetion channels used by scientists and technologists. The

working habits of securities analysts also seem to con- use of information sources and communication channels,
the institutional resources provide the basic context thatfirm this hypothesis. When analysts begin coverage of

a new company, they spend a lot of time obtaining allows people to do things, so we would expect that the
institutional resources available to securities analysts in-historical information from the library. But as their cov-

erage of the company or industry continues, they have fluence their use of external information/communication
channels and, in doing so, their role as gatekeeper.less need for background-type information. They de-
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FIG. 1. Proposed theoretical model involving individual characteristics, institutional resources, information sources and communication channels,
and outcomes of securities analysts.

Institutional Resources Lead to Greater Use of Age and education are demographic variables that
Information Sources and Communication Channels seem likely to influence analysts’ outcomes. Older work-
by Securities Analysts ers are more likely to stay at their job for a longer period

of time than younger workers, and are as productive, ifGreater staff and budget lead to greater use of printed
not more so, than younger workers (Dychtwald, 1990).resources and computerized databases.
Studies reviewed by and conducted by Muchinsky (1978)Greater support for attendance at annual meetings and
and Rhodes (1983) show that older workers are moretrade shows leads to greater use of external contacts and

informal information. satisfied with their jobs and more committed to their firms
Securities analysts in regional firms make greater use than younger workers. Many of these studies focus on

of local newspapers than analysts in full-service firms. workers in large firms, but a study of older workers in
Analysts depend on personal contacts as a source of small businesses found that age is also positively corre-

information to a greater extent than on media and com- lated with job satisfaction (Smith & Hoy, 1992).
puter resources.

Employees who hold M.B.A.s or Ph.D.s experience
greater income (Jones, 1990) and place greater emphasisDemographic variables of user groups have received
on job satisfaction than on financial success (Berney,much attention in previous user studies. In particular, gen-
1990). It seems that membership in professional associa-der studies indicate that women in many male dominated
tions is an indication of professional interest and leads toprofessions are more likely to be passed over for promo-
higher productivity and satisfaction. It also provides antion and receive less recognition and lower pay than their
entree to contacts who can promote analysts in the rank-male counterparts (Cannings, 1988; Danzig & Wells,
ings. Ranking and other forms of professional visibility1993; Uchitelle, 1993). Although the number of female
such as membership in professional associations appearsecurities analysts has grown in the past decade, women
to lead to greater income (Nudell, 1992).still only make up about 19% of all analysts, and about

Another likely influence on outcomes, though not nec-15% of the analysts named to the All America Research
essarily as one might expect, is the amount of time work-Team (Lewis, 1989). Even though these studies show
ers spend at their job. One study found that althoughthat female executives do experience lower salaries and
managers are working more hours, it does not necessarilyfewer promotions, it seems likely that productivity and

satisfaction are not gender-specific. mean achieving greater productivity, because increased
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exhaustion decreases creativity and analytic abilities libraries. Findings of previous research indicate that li-
brary usage by various professional groups is low, and(Fisher, 1992). However, another study showed that the

number of hours worked is positively associated with that the use of libraries does not influence their work
(Ford, 1973; Friedlander, 1973; Nicholas, Erbach, &income (Bretz, 1989). Although nothing was found in

the literature to support this, it also seems logical that Paalman, 1987b).
analysts who work longer hours have more external con-
tacts. And although these contacts help analysts receive

Greater Institutional Resources (Staff and Budget Size;recognition and ranking, the long hours may eventually
Attendance at Meetings, Trade Shows, andresult in job dissatisfaction.
Conferences; Computer Usage; and Working in Full-
Service Firms) Lead to More Positive Outcomes.
However, Type of Firm Has No Association withIndividual Characteristics of Securities Analysts
Satisfaction, and Use of Libraries Has No AssociationInfluence the Outcomes of Their Information Activities
with More Positive Outcomes

Female analysts have lower incomes and rankings than
male analysts, but gender has no association with produc- Securities analysts who are ranked have an extensive
tivity and satisfaction. following, and therefore have a greater chance for their

Age is positively associated with income, ranking, research to be read by clients and other analysts. The
productivity, and satisfaction. research reports of securities analysts are often selected

Securities analysts who have an MBA have a higher on the same basis as that of significant and productive
income and ranking, and experience greater productivity

scientists.and satisfaction than those who do not have an M.B.A.
Securities analysts who are members of professional

associations experience greater productivity, satisfaction, Use of Information Sources and Communication
income, and ranking.

Channels Leads to More Positive OutcomesThe number of hours analysts work is positively asso-
ciated with income and ranking, but is negatively associ- Greater use of informal channels, external contacts,
ated with productivity and satisfaction. and computer usage leads to greater productivity, satis-

Greater job experience leads to higher income, rank- faction, income, and ranking.
ing, productivity, and satisfaction. Greater marketing and dissemination of research re-

ports leads to greater income and ranking, but lower pro-
ductivity and satisfaction.It has been documented, particularly in scientific and

academic communities, that people who attend or work
at prestigious and moneyed institutions have an advantage Method
over those who are associated with other institutions. For
example, a recent study concluded that although age and The investment banking firms included in the study

were selected from the 1990 Institutional Investor list ofexperience of plant engineers are highly correlated with
income, the size of the company is the main factor in the largest U.S. investment firms ranked by consolidated

capital (Bent & Halliday, 1990). The names of the securi-determining income (Dunn, 1993). This advantage for
those in university settings comes about partly as a result ties analysts working in the equity research departments

of the selected firms were obtained from the 1990 editionof their association with professors and scientists who
have established reputations and connections, and their of Nelson’s Directory of Investment Research. The ana-

lysts were stratified by type of firm: Regional, full-service,access to superior laboratories and libraries. Merton
(1968) named this phenomenon the Matthew Effect, after and foreign firms. A total of 1,084 securities analysts

worked in the top 40 investment firms ranked in the study.Matthew 13:12: ‘‘For unto every one that hath shall be
given, and he shall have abundance: But from him that Within these 40 firms, the top 13 full-service firms (ex-

cluding the one for which the first author was employed)hath not shall be taken away even that which he hath.’’
Additional studies depict how the Matthew Effect, or the had a total population of 743 analysts, and the top 27

regional firms had a total population of 341 analysts.‘‘principle of cumulative advantage,’’ works within insti-
tutions (Cartter, 1966). Three random number tables, one for each of the reports,

were generated to select a final overall total of 100 securitiesThe Matthew principle also explains the influence that
resources in investment firms have on the ranking, pro- analysts to be interviewed (i.e., taking into account non-

participants, discussed below). Thus the final sample isductivity, and income of securities analysts. Securities
analysts who work in information-rich firms have height- comprised of 50 domestic full-service analysts, 20 foreign

full-service analysts, and 30 regional analysts, each propor-ened visibility, stand a better chance of being ranked,
and receive higher pay as their research is more widely tional to the type of analysts in the whole population.

A questionnaire was developed with the assistance ofdistributed.
An exception to the theory that greater institutional five securities analysts in the Research Department of the

investment banking firm for which the first author wasresources lead to greater outcomes is the use of internal
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working and pretested by another five analysts in the On the other hand, one regional firm analyst commented
that he likes to read competitor’s research, as often asDepartment.

Telephone interviews were conducted with the securi- possible, because the more you know of what the competi-
tion knows, the better off you are. A domestic full-serviceties analysts selected by the random number tables. If the

analyst decided not to participate in the study, the tele- firm analyst responded that there is a benefit to reading
competitors’ research, as it improves your understandingphone call was terminated and the next number on the

random number table was used to choose another analyst. of how people in the investment community look at the
company or industry in question, and that it is just anotherA total of 166 analysts who were contacted did not partici-

pate in the study, with reasons consisting of being too check you can use on your own analysis. Those analysts
who responded were almost evenly divided as to the dif-busy, did not want to participate, had left the firm (34),

or could not be reached after several attempts (86). Of ficulty of obtaining competitors’ research. Twenty-four
percent responded that it is difficult, 23% felt it is notthe 46 analysts who declined to participate in the study,

38 were from domestic full-service firms, four were from difficult, while 53% said this question was too sensitive
to answer. Several of the regional firm analysts said theyforeign firms, and another four were regional firm ana-

lysts. Most of these 46 analysts said it was a busy time belong to a round table of regional firms and are allowed
to obtain reports written by analysts who work for thosefor them, but they would be happy to be interviewed in

a few weeks. Additional attempts to contact these analysts firms.
Just over half responded that there are no budgetarywere unsuccessful.

The consent agreement was read to each analyst who restrictions on journal and database usage. More analysts
in foreign firms and domestic regional firms have limitedagreed to participate in the study, and the interviews were

tape recorded. The interview tapes were transcribed and journal and database usage, due to budgetary constraints,
than do domestic full-service firm analysts. These analystscoded. The coded data was entered into a system file. The

proposed relationships among the quantitative variables said that subscriptions have been cut back and that it is
a battle to get any kind of electronic data. A domesticwere tested using bivariate correlation and multivariate

canonical correlation analysis. full-service firm analyst summed it up when he said that
when the market is hot and things are good, you buy a
lot more and when the market is not so hot and things

Results
are not so good, you buy a lot less.

Just over three-quarters of the analysts, especially
Descriptive Statistics with Comments

those in domestic full-service firms, responded that they
or their staff use commercial databases. Several of theTable 1 provides descriptive statistics on the variables.

Relevant comments from the analysts for some of the analysts commented on the problems they have with com-
mercial databases. One domestic full-service firm analystquestions follow.

Of the 37 analysts who responded that former employ- said that the databases contain a lot of errors and the
information is old; instead, he receives earnings informa-ment in the industry influences the way they obtain infor-

mation in their present position, 50% responded that it tion faxed directly from the companies. Another domestic
full-service firm analyst said he receives corporate newsinfluences their thinking. One of these stated that it gives

him a feel for how the real world works. Another said and press releases by E-mail and messenger. A regional
firm analyst said, ‘‘With data bases, the problem is notthat it makes him more cynical than other analysts. One

of the analysts responded that although previous industry so much that the information isn’t there, the problem is
how to define it narrowly enough so that you get exactlyexperience has no influence on the way he currently ob-

tains information, it influences what he does with the what you need.’’
Nearly two-thirds responded that they find analystinformation once he has it. Another replied that although

it has no influence on the way he obtains information, it meetings to be valuable, and 18% responded that they
are extremely valuable. One foreign firm analyst, whomakes him aware of the information he does not need

to look at, because it is not important to the business. was among those who find them valuable said, ‘‘The
companies are normally prepared to give out more infor-Approximately another 15% responded that their prior

experience in the industry provides them with a network mation at an analyst meeting than at any other time.’’ It
seems to be the consensus that one has to go to analystof personal contacts which they now use to obtain infor-

mation. meetings because all one’s competitors go and in the
event something important is said, ‘‘You don’t want toOf those analysts who responded, 34% said that they

do not want to read competitors’ research reports. Many miss it.’’ Several analysts also responded that it is helpful
to hear the questions the other analysts ask during theanalysts feel this is a sensitive question. They are afraid

that if they admit to reading their competitor’s research, Q&A period, as they might be things that you have not
thought of. A third benefit is seeing how managementthey will be accused of copying their work. It is also the

consensus of these analysts that they do not want to have gets along and how they treat each other.
Half of the analysts responded that they obtain valuabletheir judgment clouded by what someone else is saying.
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TABLE 1. Frequencies of response to questions.

Work related background

Years worked as a securities analyst.
33 2–5; 37 6–10; 9 11–15; 12 16–20; 7 More than 20

Years worked as a securities analyst at your present firm.
3 1 year or less; 65 2–5; 22 6–10; 9 11–15

Industries currently followed.
25 Financial services; 3 Defense; 8 Health; 13 Technology; 6 Transportation; 12 Natural Resources; 3 Media; 6 Generalist-European; 17

Manufacturing products; 1 Real Estate; 2 Utilities; 4 Pollution control
Covered any other industries while working either at your current firm or at previous firms?

58 Y
Number of companies covered.

4 Less than 10 companies; 42 10–15; 26 16–20; 20 21–30; 6 More than 20
Ever been employed in any of the industries and/or companies you have followed as a securities analyst?

37 Y
Has previous employment in the industries and/or companies you have followed as a securities analyst influenced the way you obtain

information in your present position?
22 Y 12 N

How has previous work experience in the industries and/or companies you have followed influenced the way you obtain information in
your present position?

12 No influence; 17 Influenced thinking; 5 Network of personal contacts
What was your job immediately before you became a securities analyst?

41 Student; 23 Worked in another capacity in industry now following; 14 Worked in another capacity in securities industry; 21 Other
What is your current position/job title?

66 Vice President; 1 President; 5 Managing Director; 8 Director of Research; 20 No title (Equity Analyst)
Are you an officer of your firm?

80 Y

Sources of information-print

Do you read any of the following newspapers, everyday, for general business new and information?
Financial Times: 40 Y; The New York Times: 64 Y; Wall Street Journal: 92 Y; London Times: 7 Y; Investor’s Daily: 20 Y; Barron’s: 25 Y;

Other 16 Y
Do you read any of the following periodicals, on a regular basis, for general business news and information?

The Economist: 29 Y; Institutional Investor: 17 Y; Business Week: 58 Y; Forbes: 39 Y, Fortune: 31 Y
How often do you obtain research reports written by other investment firms?

55 Occasionally, sometimes; 13 Regularly; 32 Never
Do you obtain research reports written by other investment firms?

32 Y
Do you want to obtain research reports written by other investment firms?

32 Y 34 N
Is it too difficult to obtain research reports written by other investment firms?

24 Y 23 N
What kind of personal files do you maintain?

SEC filings: 85 Y; Notes from telephone conversation, company visits: 45 Y; Press releases: 61 Y; Newspaper, journal clippings: 49 Y;
Company presentations, product literature: 33 Y

How often do you consult your personal files?
75 Daily; 16 1–2 times a week; 3 1–2 times a month; 5 Other

How often do you mail questionnaires to the companies you are covering?
19 Occasionally; 4 Frequently; 77 Never

Do you mail questionnaires to the companies you are covering?
23 Y

Sources of information-computerized

Do you use a personal computer. . .
At work: 96 Y 4 N; At home: 63 Y 35 N

Do you, or your staff, use any computer-driven quantitative tools or models when doing research on a company or industry?
96 Y

Who uses these models?
You: 93 Y 3 N; Research Assistant; 41 Y 15 N; Secretary: 13 Y 58 N

Do you, or your staff, use any commercial data bases when researching a company or industry?
74 Y 22 N

If yes, do you, or your staff, use any of the following commercial data bases when researching a company or industry?
Textline: 7 Y 71 N; Data Stream: 7 Y 71 N; Nexis: 17 Y 57 N; Others: 66 Y 8 N
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TABLE 1. (continued).

Sources of information-computerized

Who searches the commercial data bases?
You: 54 Y 24 N; Research Assistant: 36 Y 12 N; Secretary: 5 Y 53 N; Library Staff: 19 Y 51 N

Have you seen any changes in your information seeking patterns as a result of computers?
49 Yes; 31 Always used a computer; 1 Never use a computer; 19 No

Is there any information pertinent to your research that you would like to see computerized?
55 Y 42 N

Channels of communication

With whom in your firm (position) do you most frequently exchange information about a company or industry?
73 Salesforce; 16 Other analysts; 9 Brokers/Traders

Do you sit in a formal meeting, on a regular basis, to exchange information with anyone in your firm?
92 Y

If yes, who within your firm attends these meetings?
92 Salesforce; 8 Other

Are you ever called upon to help other securities analysts within your firm write reports or gather information?
61 Occasionally, sometimes; 4 Frequently; 34 Never, infrequently

Are you ever called upon to help other securities analysts within your firm write reports or gather information?
65 Y

Library usage

Does your firm have a library?
93 Y

How often do you or your staff use your firm’s library for research?
7 Never; 13 Less than once a month; 20 1–2 times a month; 41 1–2 times a week; 9 Daily

Who searches your firm’s library?
You: 61 Y 32 N; Secretary: 10 Y 60 N; Research Assistant: 33 Y 21 N; Library Staff: 66 Y 21 N

Do you use other libraries for research?
37 Y 63 N; Public libraries: 19 Y 18 N; University libraries: 11 Y 26 N; Trade assoc. libraries: 10 Y 27 N

Staff and budget

What kind of support staff do you have?
Secretary: 73 Y 26 N; Research assistant: 55 Y 43 N

Does cost or department budget size affect the way you currently go about obtaining information and the sources you use?
47 Y

Do budgetary restrictions limit your ability to travel and attend conferences?
19 Y 73 N

Research reports

What is the average amount of time you spend writing a research report?
11 Less than 1 day; 38 1–7 days; 15 2–4 weeks; 1 More than 1 month; 35 Varies greatly

Does that time differ when you are writing about a new company versus a company you are already covering?
100 Y

Who within your company (position) receives a copy of your report?
100 Salesforce/Brokers

Do you send your reports to:
Institutional clients? 100 Y; Retail clients? 80 Y 20 N; The companies? 94 Y; The press/news media? 70 Y 18 N

Have your written reports changed in terms of thoroughness, length, and time devoted to them during the past few years?
53 Tend to be shorter; 10 Tend to be longer; 7 Varies with report; 2 Others; 28 No change

Do you rely on the Editorial Department in the writing of your reports?
83 Y 9 N

Do you rely on the Compliance Department in the writing of your reports?
100 Yes

How many reports do you publish a month, on average?
3 Less than 1 report; 54 1–5 reports; 20 6–10 reports; 4 11–15 reports; 7 More than 15 reports; 12 Can not quantify

How has the ratio of time you spend on marketing versus the time you spend on primary research changed over the past few years?
38 More time on marketing; 14 More time on research; 19 N change

Has the ratio of time you spend on marketing versus the time you spend on primary research changed over the past few years?
52 Y 19 N
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TABLE 1. (continued).

Research reports

How has the marketing versus research change influenced the coverage of the companies you follow?
8 Work longer and harder; 14 Produce shorter and less frequent reports; 1 Research has benefited; 34 N effect

Do you ever employ industry experts to consult with you?
42 Y

Are you ever called upon by securities analysts outside your firm (other sell-side analysts) for information?
30 Occasionally, yes; 69 Never, infrequently

Do you sit, in a formal way, on any boards or hold any meetings outside your firm to exchange information about a company or
industry?

38 Y
As you continue to cover an industry or company how often, if ever, do you visit that company?

68 Once a Year; 18 Twice a year; 8 More than twice a year; 4 Less than once a year
Whom to you speak to within the company?

CEO, President, Chairman: 77 Y 21 N; CFO, Treasurer: 88 Y 10 N; Investor relations contact: 51 Y 43 N; Division/dept. heads: 33 Y 60 N
What percentage of companies allows you to speak with operating personnel?

49 90–100%; 17 50–89%; 3 11–49%; 9 0–10%; 10 Did not quantify by percentage
What is the reliability of the information obtained from operating personnel?

9 Excellent; 58 Fair, good, average; 3 Poor; 18 Varies, can’t quantify
What percentage of companies allow you to speak with senior corporate management?

84 90–100%; 10 50–89%; 1 11–49%; 5 Did not quantify by percentage
What kind of information do you obtain from senior corporate management?

60 Strategic; 13 Other
What is the reliability of the information obtained from senior corporate management?

9 Excellent; 76 Fair, good, average; 2 Poor; 13 Varies, can’t quantify
How many of the companies that you follow hold analyst meetings?

44 90–100%; 29 50–89%; 19 11–49%; 7 Did not quantify by percentage
What is the value of attending the analyst meetings?

59 Valuable; 17 Extremely valuable; 11 Value varies; 10 Limited to no value
Approximately how many days each year do you spend in annual meetings and trade shows?

35 1–5 days; 16 6–10 days; 16 11–20 days; 8 21–30 days; 6 More than 30 days; 19 N days
What is the value of the information you obtain from annual meetings?

14 Valuable; 15 Value varies; 48 Limited to no value
What is the value of the information you obtain from trade shows?

48 Valuable; 12 Value varies; 20 Limited to no value
Does cost play a factor in the number of annual meetings and trade shows you attend?

26 Y 52 N
Does time play a factor in the number of annual meetings and trade shows you attend?

51 Y 27 N
To what degree do you depend on the ‘‘informal’’ exchange of information?

85 High degree; 13 Low degree
Do you have any mechanism or routine you use to check the reliability of this ‘‘informal’’ exchange of information?

70 Cross check the reliability with other sources; 21 Don’t check it
Are you a member of any private club or country club?

31 Y
Do you talk business at the clubs?

13 Y 18 N
Has the marketing versus research change influenced the coverage of the companies you follow?

23 Y 34 N
How satisfied are you with the amount of information and research you are able to accumulate before you give advice or write reports

for your clients or firms?
72 Satisfied; 14 Sometimes satisfied; 13 Frequently not satisfied

Personal background

Age.
25 25–30; 21 31–35; 20 36–40; 17 41–45; 10 46–50; 4 51–55; 1 56–60; 1 61–65; 1 Older than 65

Marital status.
69 Married; 30 Single

Children?
49 Y 47 N

Sex.
68 Male; 32 Female

Education.
Undergraduate: 95 Y; Graduate: 75 Y; MBA: 59 Y; Ivy League degree: 38 Y
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TABLE 1. (continued).

Personal background

Into which of the following categories does your income level fall?
Regional firms:

1 Less than $50,000; 3 $50,000–74,999; 4 $75,000–99,999; 6 $100,000–149,999; 8 $150,000–200,000; 2 More than $200,000;
Full service firms:

5 Less than $100,000; 4 $100,000–149,999; 5 $150,000–199,999; 1 $200,000–249,999; 4 $250,000–300,000; 14 More than $300,000
Foreign firms:

0 Less than 50,000 pounds; 1 50,000–74,999 pounds; 5 75,000–99,9999 pounds; 2 100,000–149,999 pounds; 2 More than 150,000 pounds
Hours worked per week.

1 Less than 40; 19 40–50; 49 51–60; 20 61–70; 9 71–80; 1 More than 80
Are you a member of the Association of Investment Management and Research?

35 Y
Are you a member of your local society of security analysts?

40 Y
Are you a member of a splinter group of your local society?

39 Y
Are you currently ranked in the Institutional Investor All-American Research Team Survey? (Domestic Firm Analysts only)

22 Y 28 N
Are you currently ranked in the Extel Survey? (Foreign Firm Analysts only)

10 Y 7 N
Type of firm.

70 Full Service; 30 Regional
Location of firm.

80 Domestic; 20 Foreign
Size of firm ($million).

13 Less than 50.0; 10 50.0–99.0; 9 100.0–499.0; 26 500.0–3,999.0; 42 More than 4,000.0

‘‘Missing,’’ ‘‘not applicable,’’ or categories for which there were no responses, are not included. N Å 100, so only number of ‘‘Yes’’ responses
listed, except for questions that are result of a prior filter question. Values are frequencies and category label.

information from trade shows. They also find trade shows another analyst said, ‘‘I don’t get a lot of my information
on an informal basis, but I get my most important infor-a good place to network, gossip, and develop industry

contacts. It is also a good place to talk to competitors and mation on an informal basis.’’
Just over three-quarters responded that they check onsee how users are responding to a company’s products. One

foreign firm analyst said, ‘‘I use the trade shows to under- the reliability of the information they obtain informally.
The analysts tend to use two basic methods: One methodstand what is going on around the company. Very often,

you can see a line of new products, or you can see trends is to check it formally with someone at the company, and
the other is to confirm it with several different indepen-developing that the company’s a part of, or not a part of. It

is quite important to know what the trend of the industry is dent sources, such as their customers and competitors.
One analyst said, ‘‘If you have been an analyst longand whether the company’s deviating from the trend.’’

Two-thirds responded that time is a major factor in the enough, you pick up bits and pieces and almost intuitively
know what is right and what is wrong. There are somenumber of annual meetings and trade shows they attend.

As one regional firm analyst said, ‘‘Maybe you could use people who perhaps elaborate too much, and they are
considered promotional. You can regard that kind of in-the word opportunity—opportunity cost is more valuable

than financial cost. Distance plays a big factor. It is a lot formation with skepticism. But I think that it is experience
that gives you the ability to be able to judge that. Someeasier for me to go to meetings and trade shows that are

closer or more enjoyable.’’ people have a natural ability to do it, but I had to learn it.’’
Eighty percent of the analysts responded that they sendMost of the domestic analysts replied that they get

most of their information informally, that they depend copies of their research reports to the news media. One
domestic full-service firm analyst made the followingalmost entirely on informal information and that the infor-

mal part is probably the most important part. One foreign comment, ‘‘Analysts have a good reason to send their
reports to the news media, because it helps enhance theanalyst said, ‘‘If it is not the predominant source of infor-

mation, it is probably the most lucrative source of infor- distribution of the report and also creates media awareness
that the analyst exists. There is an individual ego involvedmation.’’ And another offered that ‘‘The best way to de-

scribe informal information is as the icing on the cake.’’ in this whole approach.’’
Half indicated that they are writing shorter reports,One analyst commented, ‘‘I would say that’s [ informal

information] probably more than half your daily flow.’’ while 10% indicated that they are writing longer reports.
The analysts seemed to be all across the board in theirAnother noted, ‘‘That’s [ informal information] probably

as much, or more, of the thing than anything else.’’ Still responses to this question. One reason for this is that the
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trend seems to move back and forth. Another reason is is tested for statistical significance. A partial canonical
correlation tests whether there is a direct influence be-that many of the analysts responded that they write long

and short pieces, depending upon the company and the tween two canonical variates controlling for the influence
of a third intervening variate. Tables 3A, B and 4 portraysituation. One domestic full-service firm analyst said,

‘‘There is probably more pressure from the industry to the following canonical correlation results.
write shorter reports. It is often said institutional investors
will not read long reports. But when they are going to Influences of Individual Characteristics and Institu-

tional Resources on Information Sources and Communi-buy a stock, they want to know there is a long report they
can refer to. So you have to have a mixture of both.’’ cation Channels. There are two significant canonical cor-

relations among individual characteristics and institutionalAnother analyst said that they are producing shorter day-
to-day pieces, which they fax or E-mail to their clients. resources, with information sources and communication

channels, explaining 58 and 46% of the variance, respec-Just over half of the analysts responded that they are
spending more time marketing their research. A foreign tively.

The first individual characteristics and institutional re-firm analyst summed up the situation when he said, ‘‘If
you are spending more time marketing, you are obviously sources variate is characterized by the influence cost and

time play on the number of annual meetings and tradespending less time keeping in touch with your companies
and your industry.’’ shows analysts attend, and the infrequent use analysts

make of their internal libraries (variate loadings of .73Almost three-quarters said that they are satisfied with
their research. As one said, ‘‘I always want more informa- and 0.39) .

The second individual characteristics and institutionaltion. No matter how much [information] I get, I always
want more. That is part of the nature of being an analyst.’’ resources variate is characterized by the influence of

fewer years of experience (variate loading of 0.34) ,Another said that you have to balance the amount of
information with giving a timely recommendation. ‘‘You membership in associations ( .35), greater staffing (.60),

type of firm (0.75; a negative number means that it is aalways have timeliness versus getting everything. By the
time you get every single little thing, the stock price has regional firm), and size of firm (.61).

The first information/communication channel variatealready moved, so it is of no value.’’ The most frequent
source of dissatisfaction seems to be management’s fail- is characterized by analysts’ frequent communication

with executives within the companies they covered (vari-ure to disclose enough information about the company.
ate loading of .30), and low attendance record at annual
meetings and trade shows (0.90) . And the second infor-

Bivariate Relationships
mation/communication channel variate is characterized
by the high number of newspapers analysts read (.52),Bivariate relationships were tested to see if statistically

significant correlations exist among the variables in each their frequent talks and meetings with company execu-
tives including the president, CEO, chairman, CFO, trea-of the four components of the model, as shown in Table

2. Because of space limitations, we do not discuss these surer, investor relations contact, and division and depart-
ment heads ( .48), and their frequent contact with industrycorrelational results. These bivariate relations can exag-

gerate the cross component relationships, because vari- experts, securities analysts from other firms, and atten-
dance at meetings outside the firm (.45).ables within independent sets or within dependent sets

are usually correlated with each other, so that multiple Overall, individual influences have little significant ca-
nonical influence on the use of information/communica-bivariate correlations are not independent. Therefore, ca-

nonical correlation analysis is used to analyze these cross tion channels. The first canonical correlation shows that
analysts who make little use of their internal libraries,component or multivariate relationships. Only those vari-

ables that were statistically significant in the bivariate and who are influenced by cost and time restrictions, tend
to communicate more frequently with company execu-correlations were included in the canonical analysis.
tives and attend fewer annual meetings and trade shows.
The second canonical correlation shows that analysts who

Canonical Correlation Relationships
have less experience, are members of analyst associations,
have a support staff, and work for large regional firms,Canonical correlation analysis attempts to find the

strongest correlations between two sets of variables. A tend to read more newspapers, communicate more fre-
quently with company executives, and make greater uselinear combination of variables or a canonical variate is

drawn from each set that maximizes the canonical correla- of external contacts.
tion between the two sets. The variable’s loading on the
variate shows how much each variable contributes to the Direct influences of individual characteristics and in-

stitutional resources on outcomes, controlling for influ-variate. The variable’s loading on the variate is called a
standardized structure coefficient. Several canonical cor- ence of information sources and communication channels.

A partial canonical correlation analysis tested whetherrelations may exist as a result of several linear combina-
tions of variables within each set, and each correlation there is any direct influence of the individual characteris-
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tics and institutional resources variables on the outcome and presenting information in a useful and timely man-
ner’’ (Katzer & Fletcher, 1992, p. 251). Thus, overall,variables, independent of and controlling for the interven-

ing information/communication channel variables. information support staff should focus on resolving prob-
lematic situations instead of retrieving information andThe partial canonical correlation is significant, ex-

plaining 40% of the variance. The individual characteris- answering questions. This implies a strong need for inter-
action over time to define organizational situations.tics and institutional resources variate is characterized by

years of experience (variate loading of .59), staffing Librarians can make information on CD-ROMs, com-
mercial on-line databases, and in-house databases avail-( .34), type of firm (.49; a positive number means that it is

a full-service firm), and infrequent use of internal libraries able to analysts and other users via LANs (Local Area
Networks) and WANs (Wide Area Networks) . Since an-(0.34) . The outcome variate is characterized by ranking

(.78), and number of published reports (0.37) . alysts work long hours, travel extensively to visit compa-
nies, and attend meetings and conferences, they need to beOverall, the partial canonical analysis shows that analysts

who are experienced, work for full-service firms, have ac- able to access information while at home and traveling. In
the interviews, the securities analysts indicated that theycess to a staff, and made infrequent use of their internal

libraries (individual characteristics and institutional re- depend heavily upon the filings that public corporations are
required to make to the Securities and Exchange Commis-sources variates), tend to publish fewer research reports,

and are more likely to be ranked (outcome variates) inde- sion. Since 1993, corporations have been filing these docu-
ments electronically via the EDGAR (Electronic Data Gath-pendent of the intervening influence (if any) of the use of

communication channels and information sources. ering, Analysis, and Retrieval) system. Several commercial
information systems, including LIVEDGAR and Federal

Influences of information sources and communication Filings, now make these documents available within minutes
channels on outcomes. The canonical correlation be- after they have been filed. The Internet also provides access
tween information/communication channels and out- to SEC documents, but at a considerable time delay. These
comes is not significant, although it explains 20% of the are examples of systems which the information professional
variance. The information/communication channels vari- should be making available and training securities analysts
ate is characterized by the influence of frequent external to access from their desk tops.
communication with company executives (variate loading In making information available to the end-user, librar-
of .82), and the infrequent use of personal files (0.57) ians can also make their own jobs more important and
on ranking and productivity. The outcome variate is char- more interesting. If the end-users do most of their own
acterized by analysts who are ranked in the polls ( .94), research, library professionals will have time to perform
and who publish a large number of research reports ( .43). research that requires more expertise. This research

should also be more interesting than performing ‘‘rou-
tine’’ searches. Information professionals are still in theDiscussion
best position to perform research in the shortest amount

Summary of Results of time and at the lowest cost to the firm. More time can
also be spent on constructing databases for the end-user.Some statistically significant correlations occurred
In addition to making commercial CDs and databasesamong the variables in each of the hypotheses. The results
available, information professionals must be able to cus-show that individual characteristics have little influence
tomize information systems to support the research needson the information source and communication channels
of analysts and other end-users. Librarians need to addused by securities analysts, and thereby do not have a
value to the information they are providing.significant indirect or direct influence (except for years

The findings show that securities analysts think ofworked as an analyst) on the outcomes of analysts’ infor-
themselves as gatekeepers in their organizations. Theymation activities. This finding rejects the first underlying
believe it is their role to obtain information from outsideargument found in information science literature, con-
the firm. Information professionals should also think ofcerning the importance of individual characteristics. On
themselves as gatekeepers. Librarians can serve as gate-the other hand, the results show that institutional re-
keepers by constructing databases of useful contacts andsources do have a significant influence on the information
valuable resources both inside and outside of the firm.source and communication channels analysts use, and
After all, information professionals have been trained inthus both an indirect and direct positive influence on some
collecting, accessing, and organizing information.of the analysts’ outcomes. This finding supports the sec-

It also seems that a ‘‘virtual library’’ could change theond underlying argument, concerning the importance of
working habits of information professionals. In additioninstitutional resources.
to making their jobs more interesting, and, hopefully,
more important, it could allow librarians to have more

Implications for Corporate Librarians flexible work schedules and allow them to work outside
of the office.‘‘What the managers need are the value-added services

of screening, summarizing, synthesizing, highlighting, The construction of a ‘‘virtual library’’ also necessi-
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TABLE 2. Part A: Correlations of Independent with intervening variables.

Information sources and communication channels

Newspap Mags Perfile Commfirm Speakmgt SpeakCEO Indexpt Clubs Comphome Vistoc Dissrept Trades

Individual characteristics .11 0.07 .04 0.02 .02 0.10 0.21 .11 0.11 0.35** .00 0.08
Years of analyst
No. companies covered 0.06 0.17 0.08 0.04 .12 0.08 .09 0.05 .08 0.02 .00 .18
Previous work exp. .05 .02 0.02 0.10 .11 0.05 0.10 0.01 0.13 0.13 .00 .12
Association member .18 .16 0.04 .20 0.26 .10 .26* 0.03 .19 .09 0.18 .18
Married w/children .05 0.04 0.02 0.03 .03 .06 0.02 .23 .07 0.10 .07 .21
Sex .03 .00 0.04 .09 0.09 .05 .03 .13 .02 0.07 .08 .11
Age .13 .00 .04 0.19 .02 0.07 0.15 .12 0.10 0.32** .00 .00
MBA degree .11 .16 .00 0.11 .07 .17 .04 .02 .08 0.08 .05 .11

Institutional resources .32** .12 0.05 .07 0.11 .29* .20 0.04 .07 0.15 .05 0.05
Have secy/asst
Time/budget conference 0.07 .00 .17 .16 0.06 .06 .08 .09 .22 .08 0.05 .09
Time/budget 0.18 0.07 .03 0.03 .24 .02 0.02 0.09 0.03 .01 0.02 0.59**

tradeshows
Full service/regional 0.16 0.28* .00 .12 .15 0.03 .07 0.17 0.09 .06 0.15 0.40**
Domestic/foreign firm .17 .39** .01 0.09 0.05 .05 .12 .06 .15 0.33** .21 .05
Firm’s capital size 0.13 0.35** .03 .10 .16 0.03 .09 0.21 0.11 .00 0.18 0.38**
Use external libraries .35 .39* .08 0.24 .03 .08 .19 .12 .09 .03 .13 .00
Staff use int library 0.11 .10 0.09 0.12 0.17 0.15 0.02 .11 .06 0.03 .04 .41**
You use int library 0.11 0.06 .30* .12 0.04 0.09 .06 0.03 .03 0.15 .19 .10
Staff use comm dbases 0.16 0.07 .12 0.18 0.17 .20 0.05 0.01 0.01 .05 .08 .02
You use comm dbases .25 .17 .01 .00 .19 .06 .20 .09 .22 0.05 .20 .11

* Å p õ .01; ** Å p õ .001.

Part B: Correlation of independent with dependent variables.

Outcomes

Income Ranked No. Reports/mo Satisfaction

Individual characteristics
Years as analyst .28 .21 0.25* 0.13
No. companies covered .03 .11 .04 0.13
Previous work exp. 0.01 .06 .08 0.07
Association member .11 .10 0.07 .08
Married w/children .00 .01 .09 0.02
Sex .10 .05 .07 .02
Age .07 .11 0.09 0.17
MBA .12 0.02 .18 .03

Institutional resources
Have secy/asst .27 .27* 0.01 0.03
Time/budget conference 0.16 0.15 0.08 .08
Time/budget tradeshows .10 .03 0.11 0.01
Full service/regional .51** .44** 0.10 .03
Domestic/foreign firm 0.12 0.19 .04 0.06
Firm’s capital size .47** .42** 0.16 .01
Use external libraries 0.07 0.20 .02 0.16
Staff use int library 0.23 0.32** 0.01 .00
You use int library 0.05 0.14 .02 .08
Staff use comm dbases .09 .11 0.04 0.07
You use comm dbases .13 .04 .05 .01

Information and communication
Newspapers read .12 .06 .08 0.13
Magazines read 0.22 0.16 .25* .06
Keep personal files 0.18 0.14 0.02 .00
Comm w/firm analysts .03 .09 .16 .11
Speak w/ops, mngt .13 .20 .02 0.26
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TABLE 2. (continued).

Outcomes

Income Ranked No. Reports/mo Satisfaction

Speak w/CEO, CFO .04 .18 .25* .13
Employ industry expert .06 .01 .02 0.02
Member private clubs .03 .00 0.01 .01
Use computer at home 0.03 0.02 .00 0.02
No. co. visits/year .04 0.01 .11 .00
Send reports 0.04 .01 .00 0.24
No. days tradeshows 0.16 0.11 .11 .03

* Å p õ .01; ** Å p õ .001.

tates the need to work more closely with other technology 12% wanted a connection to the Internet (Matarazzo &
Prusak, 1995, pp. 18–19). These are areas in which infor-professionals within the firm. Most corporations have an

Information Technology (IT) Department which is re- mation professionals should and can play a major role, if
they have adequate computer training. But 21% of thesponsible for implementing and maintaining the firm’s

technology. They have the responsibility for rolling out managers interviewed believed that information profes-
sionals needed more technological expertise.new hardware and software, providing training for new

systems and software applications, and maintaining ‘‘help Research collections are being replaced by on-line da-
tabases, CD-ROMs, and the Internet. These resources aredesks’’ to assist the users with technical problems. Since

library professionals are also interested in providing being made available to end-users via LANs and WANs.
Librarians not only need to learn how to select appropriate‘‘desk top’’ applications to users, it seems logical that

these two groups of information professionals could work computerized resources, but they need to be taught the
technical skills that are necessary to use these resources,closely together or even merge to form one department.

Together these two groups could implement technological and the communication and teaching skills necessary to
promote these services, and train the end-users. If librari-applications that provide securities analysts and other user

groups with the best and most timely information avail- ans have better technical skills, they may also be able to
work more closely, and improve their relations, with theirable. In reality this is not happening. The professional

culture of the two groups seems to clash. It appears that firm’s Information Technology Department.
Working librarians need to update their technologicallibrarians are trained to be ‘‘user-oriented’’ and provide

information to the user, while the IT professionals seem skills through continuing education courses and seminars
offered by library schools, programs and conferences pre-to be more interested in developing and implementing the

technology. Each group also appears to be very territorial. sented by professional associations, and frequent commu-
nication with publishers and vendors. Through this ongo-But if these two groups can work more closely, it would

be to their advantage and the benefit of their user groups. ing learning process, information professionals will be
able to use their technical knowledge and subject exper-
tise to bring timely information to securities analysts and

Implications for Library Schools other groups of information seekers.

The number of library schools closing in the past sev-
eral years is an indication that they may no longer under- Limitations
stand nor meet the needs of information professionals. In
many cases, their curricula have not kept up with the A question about the representativeness of the final

sample remains. A small number of the 166 analysts couldtechnology being used by knowledge workers. Technol-
ogy has changed the demands corporations make upon not be reached because they had left the firm. In most

instances, these analysts had been hired by another invest-their information centers. For example, corporate libraries
no longer have the need or the resources to develop large ment firm. It could be argued that these were the more

successful analysts because they had been hired away byresearch collections, nor do they want or need detailed
cataloguing. Library schools need to be teaching a new a competitor firm. This would leave the more successful

analysts under-represented in this sample. But consideringset of skills.
In The Value of Corporate Libraries Study, senior man- the large number of Institution Investor ranked analysts

included in the sample, this does not seem likely. Alterna-agers were asked what products and services they would
like to see provided by libraries. Fifty-three percent tively, it could be argued that the 166 analysts who did

not participate in the study were less successful analysts.wanted all workers to have access to on-line databases
via networks, 6% wanted more end-user training, and It could be argued that these analysts could not be both-
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TABLE 4. Standardized structure coefficients (variate loadings) andered to participate because they were lazy. Again, this
partial canonical correlations for the influence of individual characteris-does not seem likely, as most of these did not refuse, but
tics and institutional resources on outcomes, controlling for the influencedid not have the time at that moment, or were not avail-
of information sources and communication channels.

able. Although it is possible that the 100 analysts are not
a representative sample, there is no evidence that this is Independent variables Variate I
the case.

IndividualAnother question concerns a possible bias toward insti-
Analyst—years worked .59tutional resources due to their association with individual

Institutional
characteristics. As shown in the theoretical model, this Staff size .34
study separates individual influences from institutional Type of firm (full service) .49

Use of internal libraries by analyst and staff 0.34influences. The individual variables and the institutional
variables are measured in the same canonical correlations

Dependent variableswhich conceptually separates the two influences, but does

Outcomes
Ranked .78
Number reports published 0.37TABLE 3. Part A: Standardized structure coefficients (variate load-

ings) and canonical correlations for the influences of individual charac- Squared partial canonical correlation .40
teristics and institutional resources on information sources and commu- Wilks’ lambda F Å 1.53*
nication channels.

* Å p ° .05; N Å 33.
Independent variables Variate I Variate II

Individual
not preclude the influence of either. In retrospect, thereAnalyst—years experience 0.02 0.34

Membership in associations .11 .35 might be an argument that these variables are related in
Institutional various ways, such as that successful analysts seek out,

Staff .04 .60 or are sought out, by larger, domestic full-service firms
Costs—time and budget .73 .02

where, in turn, analysts gain the benefits of greater re-Type of firm (regional) .11 0.75
sources. We used correlations to test for any relation be-Size of firm .19 .61

Use of internal libraries by analyst 0.39 .05 tween the individual variables and the institutional vari-
ables in domestic full-service and regional firms. As it

Dependent variables turns out, there are few significant relations among indi-
vidual influences and institutional resources, except thatChannels
analysts who have a support staff work more hours (r ÅRead newspaper 0.19 .52

External communication .30 .48 .30, p õ .01) and analysts who work at domestic firms
External information .09 .45 belong to more associations (r Å .32, p õ .01) and are
Attend annual meetings & trade shows 0.90 0.13 more likely to have an M.B.A. (r Å .35, p õ .001).
Squared canonical correlation .58 .46 However, none of the individual variables is associated
Wilks’ lambda F Å 2.30* F Å 1.78* with type of firm.

* Å p ° .05; N Å 77.

Suggestions for Future Research
Part B: Standardized structure coefficients (variate loadings) and canoni-
cal correlation for the influence of information sources and communica- As this study only includes industry analysts in U.S.-
tion channels on outcomesa.

based firms, it would be valuable to explore the research
habits of other types of sell-side analysts. A similar studyIndependent variables Variate I
of country analysts and analysts who work for non-U.S.-

Internal communication based firms would make a useful comparison. This study
Keep personal files 0.57 should have a larger sample of foreign securities analysts,

External communication
including those working in Tokyo and Hong Kong. ASpeak with executives of companies .82
further extension of this study could compare the informa-

Dependent variables tion-seeking behavior of sell-side analysts with the buy-
side analysts who work as portfolio managers in institu-

Outcomes tions.
Ranked .94

The finding that institutional resources have a signifi-Number reports .43
cant influence on the information/communication chan-

Squared canonical correlation .20
nels analysts use, and thereby play a significant role inWilks’ lambda F Å 1.51ns

analysts’ information activities, deserves further explora-
a N Å 22. tion. In particular, the findings that securities analysts are
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and commentary with particular reference to the social sciences. Jour-not heavy users of their internal libraries, and that for
nal of Documentation, 38(3) , 212–236.those analysts who do use their internal libraries, library

Danzig, F., & Wells, M. (1993, May 24). ‘‘Old boys’ network’’ still
usage is not a guarantee of success, merit further investi- alive. Advertising Age, p. 40.
gation. A study of how information professionals can Dervin, B. (1976). The everyday information needs of the average

citizen: A taxonomy for analysis. In M. Kochen & J. Donahue (Eds.) ,provide support to this group of information-seekers, and
Information for the community (pp. 23–35). Chicago: American Li-in particular, how their support may help make securities
brary Association.analysts more successful, would be useful to analysts and

Dorfman, J. (1994a, June 29). Analysts’ pay set a record last year. Wall
information professionals. The study could focus on Street Journal, p. R9.
‘‘desk top’’ applications that can add ‘‘value’’ to analysts’ Dorfman, J. (1994b, June 29). Industry by industry, here is what the

All-Stars think now. Wall Street Journal, p. R3.research. Applications such as CD-ROMs, internal and
Dorfman, J. (1994c, June 29). Second helping of glory goes to moreexternal databases, the Internet, E-mail, and video-confer-

than 100 All-Stars. Wall Street Journal, p. R11.encing could be investigated.
Dorfman, J. (1995a, June 20). How the analysts are ranked. Wall Street

Journal, p. R6.
Dorfman, J. (1995b, June 20). How the survey is conducted. Wall Street

Journal, p. R7.References
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