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MESSAGE FROM THE CHAIR 

It is a great pleasure and an honour to extend to each one of you in 

attendance a warm welcome to the 2018 Southern African Accounting 

Association (SAAA) KZN Regional Teaching and Learning Conference 

hosted by the School of Accounting, Economics and Finance of the 

University of KwaZulu-Natal (UKZN).  

The Conference aims to contribute towards the achievement of SAAA’s 

vision of promoting excellence in higher education Accountancy 

research in Southern Africa. The organisation aims to support 

academics of Southern Africa in Accountancy, to meet the demand for quality accounting 

education and research, in order to play an active and leading role in the Accountancy 

Professions in a regional and global context. In hosting the conference, UKZN participates in 

the organisation’s mission by providing a platform for participants involved in the various 

Accountancy Professions to play a role in the regional research. 

In line with the aims of the Conference, the vision of the host University, UKZN, is to be the 

Premier University of African Scholarship which entails focus in research in all areas of the 

economy. Hence one of its core goals is to build a research ethos that acknowledges the 

responsibility of academic staff to nurture its postgraduate students, and to be a pre-eminent 

producer of new knowledge that is both local and global in context, and defines UKZN as the 

Premier University of African Scholarship.  

The theme of the 2018 Conference, ‘Accounting for a Changing World’, is very relevant given 

the recent attention on the Accountancy profession. Our theme will underpin the need for 

collaboration and cooperation of dedicated individuals from different sectors in the economy 

ensuring the Accountancy profession remains relevant in the midst of change. 

The 2018 SAAA KZN Regional Teaching and Learning Conference will provide a wonderful 

forum for you to refresh your knowledge base and explore the innovations that are possible in 

accounting research. The Conference will strive to offer plenty of networking opportunities, 

providing you with the opportunity to meet and interact with the esteemed guests and 

researchers, friends and colleagues as well as sponsors and exhibitors. 

We hope you will enjoy all the opportunities the conference has to offer and take a little extra 

time to enjoy the spectacular beauty of this region. 

Well wishes, 

Ms Zamanguni Gumede 

President: KZN Region, Southern African Accounting Association 

Taxation Lecturer: University of KwaZulu-Natal 
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KEYNOTE SPEAKER: PROFESSOR SIPHAMANDLA ZONDI 

 

Professor Siphamandla Zondi is the Head of the Department of 

Political Sciences, University of Pretoria, and coordinates the 

Department’s Institute for Strategic and Political Affairs, which 

analyses strategic dynamics in national, continental and 

international affairs including decision-making, leadership, norms, 

values, and agency. He also oversees the Centre for the Study of 

Governance Innovation and the Centre for Mediation in Africa. 

Between 2004 and 2016, he worked first as the head of the Africa 

programme of the Institute for Global Dialogue associated with UNISA and later as the Head 

of the Institute itself. He was previously employed to lead research on regional integration at 

the Africa Institute between 2000 and 2003. His intellectual interests lie in the area of Africa's 

international relations as well as theory building in relation to decolonization and 

transformation of the modern world and its systems. 

His recent published work focused on the diplomacy of common positions at the African Union, 

decolonising diplomatic theory and practice, south-south agency in global affairs, African 

voices in international relations and the paradigm of peace and dialogue. Zondi is the co-

editor (with Professor Sabelo Ndlovu-Gatsheni) of the recently published book 

entitled Decolonising the University, its Knowledge and Disciplines (Carolina Press) – available 

on Amazon. He is the current editor of the journal, Latin American Report, and is on editorial 

boards of several international journals.  

 

He serves on the National Planning Commission of South Africa with a special focus on regional 

and international partnerships. He is also on the Steering Committee of the Council on 

International Relations, which advises the Minister of International Relations and Cooperation 

on international affairs. He was appointed by the Minister of Arts and Culture as one of the 

Social Cohesion Advocates, promoting dialogue and activities designed to help the nation-

building and social cohesion endeavor. He recently submitted a book manuscript on NGOs, 

Africa and Global Power and is finalizing another on African Agency in World Affairs. He was 

recently appointed a mentor in the NIHSS doctoral mentorship programme. He is a passionate 

mentor of young thought leaders and committed activists in the cause for decolonial diversal 

futures. 
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07:45 - 08:30 REGISTRATION AND TEAS 

 
08:30 - 08:40 Introduction  

Ms Zamanguni Gumede  
President: KZN Region, Southern African Accounting Association 

Taxation Lecturer: University of KwaZulu-Natal 

 

08:40 - 08:55 Welcome Address  

Professor Mabutho Sibanda 
Dean and Head: School of Accounting, Economics and Finance, University of KwaZulu-Natal 

 

08:55 - 09:00 Introduction of Keynote Speaker  

Mr Brian Ngiba  
Vice-President: KZN Region, Southern African Accounting Association 

Acting Head of Department: Financial Accounting Department, Durban University of Technology 

 

09:00 - 09:25 Keynote Address 

Professor Siphamandla Zondi 
Head: Department of Political Sciences and Acting Head: Institute for Strategic and Political Affairs, University of Pretoria 

 

09:25 - 09:30 BREAK AWAY 
PELICAN SUITE 2 

 

Session Chair: Mary Mutanda 
University: Durban University of Technology 

PELICAN SUITE 3 

 

Session Chair: Alastair Marais 
University: University of KwaZulu-Natal 

 

09:30 - 09:45 Presenter: Siphiwe Mqadi 
University: University of KwaZulu-Natal 

 
“Exploring the Financial Sustainability of South African 

Municipalities” - Public sector 

Presenter: Carley Jane Cumming 
University: University of KwaZulu-Natal 

 
“Assessing the Implementation Impact of IFRS 16 on JSE 

Listed Companies Using a Constructive Capitalisation 

Model” – Financial accounting 
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09:45 - 10:00 Presenter: Kajal Ramnanun 
University: University of KwaZulu-Natal 

 
“The Impact of Post Commencement Finance on Business 

Rescue” – Business rescue 

Presenter: Siyanda Khuzwayo 
University: Durban University of Technology 

 

“Implementation of Kaizen Costing Towards Improving 

Cost Management at the Water and Sanitation and 

Electricity Departments of the eThekwini Municipality, 

KwaZulu-Natal” – Management accounting 

 

10:00 - 10:15 Presenter: Wale Henry Agbaje 
University: Adekunle Ajasin University 

 

“A Historical Review of Accounting as a Major Instrument for 

Fashioning State Economic Policies: A Study of Egypt 

Accounting (Origin and Development)” - Accounting history 

 

Presenter: Bhekikhaya Henry Nxumalo 
University: University of KwaZulu-Natal 

 

“An Assessment of Accounting Skills Among SMMEs in 

KwaZulu-Natal” - Financial accounting 

10:15 - 10:30 Presenter: Oladotun Larry Anifowose 
University: University of KwaZulu-Natal 

 

“Military Expenditure and Inclusive Growth In Mint Economies-

The Role of Institutions” - Public sector 

Presenter: Muyiwa Ezekiel Alade 

                 Olusola Esther Igbekoyi 
University: Adekunle Ajasin University 

 
“IFRS Adoption and Value Relevance of Accounting 

Information of the Nigerian Listed Manufacturing firms” - 
Financial accounting 

 

10:30 - 10:55 TEA BREAK 
 Session Chair: Vanessa Gregory 

University: University of KwaZulu-Natal 

 

Session Chair: Chanthal Ronald 
University: Durban University of Technology 

11:00- 11:15 Presenter: Lulu Jali 
University: Durban University of Technology 

 

“The Use of Internal Audit Function as a Control Mechanism in 

Higher Education” – Auditing 

 

 

Presenter: Shazia Essa 
University: University of KwaZulu-Natal 

 
“IFRS for SMEs: An Emperical Study of the KwaZulu-Natal 

SME Sector” – Financial accounting 
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11:30- 11:45 Presenter: Hlengiwe Ndlela 
University: University of KwaZulu-Natal 

“Examining Effects of an Audit Opinion on Municipality 

Operations: A Case Study of Mpofana Municipality” - Auditing 

Presenter: Odunayo Magret Olarewaju 
University: UKZN/Durban University of Technology 

“Causal Relationship Between Dividend Policies and 
Commercial Bank Performance: Evidence from 30 Sub-

Saharan Africa Countries” – Financial management 

11:45- 12:00 Presenter: Yoshin Chetty 
University: University of KwaZulu-Natal 

“Success Factors of Mandatory Audit Firm Rotation in 

KwaZulu-Natal” – Auditing 

Presenter: Rachel Khumalo  
University: Vaal University of Technology 

“Thin capitalisation: An Analysis of Section 31(3) of the 

Income Tax Act” – Taxation 

12:00- 12:15 Presenter: Olusola Esther Igbekoyi 
University: Adekunle Ajasin University 

“Corporate Social Responsibility And Financial Performance 

Of Listed Manufacturing Firms In Nigeria” – Corporate 

governance 

Presenter: Tasneem Rutgers 
University: UNISA 

“Facilitating Leadership Challenges During Disruptive 

Innovation In The South African Sport Media Industry” – 

Information systems 

12:15- 12:30 Presenter: Navitha Singh Sewpersadh 
University: University of KwaZulu-Natal 

“An Investigation into Financial Distress and Corporate 

Governance in JSE Listed Companies” – Corporate 

governance 

Presenter: Damilola Aboluwodi 
University: University of KwaZulu-Natal 

“Investment Literacy of Business Students and Behavioral 

Attitudes Toward Ponzi Schemes” – Investment behavior 

12:30- 12:45 Presenter: Gideon Akinleye, 

 Samson Fajuyagbe, and 

     Odunayo Magret Olarewaju 
University: Ekiti State University 

“Effect of Corporate Governance on Performance of 

Selected Multinational Firms in Nigeria” – Corporate 

governance 

Presenter: Tarish Jagwanth 
University: University of KwaZulu-Natal 

 “Financial Accounting: Will It Lead To Success in Manfin?” 

– Education
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12:45- 13:00 Presenter: Kalena Govender 
University: University of KwaZulu-Natal 

“Evaluating the Effectiveness of Clean Development 

Mechanism (CDM) Projects In KwaZulu-Natal, South Africa” – 

Auditing 

Presenter: Msizi Mkhize 
University: University of KwaZulu-Natal 

“Attitudes Toward Mathematics and Achievement 

Among Pre-service Teachers” – Education 

13:00-14:00 LUNCH 

PELICAN SUITE 2 

Session Chair: Msizi Gwala 
University: University of Zululand 

PELICAN SUITE 3 

Session Chair: John Chambers 
University: University of Zululand 

14:00 - 14:15 Presenter: Odunayo Magret Olarewaju 
University: University of KwaZulu-Natal 

“Loan Diversification (Impaired, Unimpaired Loan) and the 

Financial Performance of Selected SSA Banks” – Financial 

management 

Presenter: Sithembele Ndovela 
University: University of KwaZulu-Natal 

“Measuring the Readability Level of Prescribed 

Accounting Textbooks Used in Secondary Schools” – 

Education 

14:15 - 14:30 Presenter: Timothy Adesanmi Adegbayibi 
University: King’s University 

“Inventory Management Techniques and Financial 

Performance of Listed Nigerian Manufacturing Firms” – 

Management accounting 

Presenter: Oladotun Larry Anifowose 
University: University of KwaZulu-Natal 

“Impact of Bank Specific and Macroeconomic Factors on 

Bank’s Profitability” – Economics 

14:30 - 14:45 Presenter: Mziwendoda Cyprian Madwe 
University: University of Zululand 

“The Adoption of Activity Based Costing at Technical and 

Vocational Education and Training Colleges in KwaZulu-

Natal” – Management accounting 

Presenter: Vanessa Gregory 
University: University of KwaZulu-Natal 

 “JSE Listed Companies in the Food and Drug Retail 

Sector: An Evaluation of Company Purpose and 

Performance” – Financial accounting 
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14:45- 14:55 MOVEMENT TO THE MAIN VENUE  
14:55 – 15:05 General Accounting Research Advice 

Dr Rajendra Rajaram 
Acting Academic Leader: MAF, UKZN 

 

14:05 – 15:20 Auditor General Presentation 

Sithembile Thusi 
Business Unit Administration Manager, AGSA 

 

15:20 - 15:25 Lucky Draw   

Sponsored by LexisNexis 

 

 

15:25 - 15:35 Best Paper Presentation 

- Full Papers 

- Abstracts 

 

 

15:35 - 15:45 Vote of Thanks and Closure 

Professor Harold Ngalawa 
Acting Dean of Research: College of Law and Management Studies, 

UKZN 

 

 

15:45 -16:30 AFTERNOON TEA & NETWORKING 
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A COMPILATION OF ABSTRACTS 
Arranged in surname alphabetical order 

 

Author: Damilola Aboluwodi and Bomi Nomlala 

Title: Investment Literacy of Business Students and Behavioral Attitudes Toward Ponzi Schemes: 

A Study on Final Year Business Students at the University of KwaZulu-Natal 

 

The widespread of the MMM South Africa from 2015-2016, reverberated the 

prevalence of Ponzi schemes within South Africa. While several reactive measures 

were taken by financial institutions to curtail this menace, the intensity of the herd 

behavior among both the educated and uneducated masses, raises concerns about 

the investment literacy level of the average South African, and vulnerability to a Ponzi 

scheme. This study deemed it necessary to address these concerns from the context 

of Business students by considering several literary works on investment decision 

making. Behavioral finance theories of Bounded rationality and Dual-Process were 

adopted for the theoretical framework of the study.  

The proponents of the Bounded rationality theory have posited that errors in 

behavioral choices often emanate because of imperfect and misleading information, 

poor incentives, and the inability of individuals to make rational choices. These 

theorists have further affirmed that financial education can (to a large extent) reduce 

errors whilst improving decision making. Similarly, The Dual-Process Theories (DPT) are 

foundational theories in the field of psychology which were grafted into modern 

finance theory to elucidate questions bordering on rational decision making among 

individuals. The dual process theories provide a mechanism whereby individual 

decision making can be understood from two perspectives of being driven by intuition 

or by cognition.  

This study used logit models to assess the susceptibility of the final year business 

students at CLMS, UKZN to Ponzi schemes. A carefully constructed questionnaire was 

used to quantitatively assess the students’ investment literacy and investment 

behavior in rational investment decision making. This was done via a field survey with 

the participation of 344 final year business students registered for the 2017 academic 

session at UKZN. The collected data was analyzed using the SPSS software, and the 

results of the analysis showed variations in respondents’ investment literacy as well as 

behavioral attitudes toward Ponzi Schemes. 

Upon analysis, the study found that:  

 The final year business students are investment literate; the SAEF students are 

more literate than the Non-SAEF students. 

 The SAEF students more investment literate and less vulnerable to Ponzi 

schemes than their Non-SAEF peers. 

 There is a significant difference between the perceived investment literacy and 

the actual investment literacy of the students, especially the Non-SAEF. 
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 While no socio-demographic variable affects behavioral attitude, Age, MFS, 

Discipline, and Actual Investment literacy are major determinants of 

vulnerability to Ponzi schemes. 

 Investment literacy does not necessarily influence behavioral attitude but 

strongly influences students’ vulnerability to Ponzi scheme. 

Moreso, the implications of this study can be understood from the perspectives of: 

Contributions to the area of education:  

This study will avail learning institutions with insights and a better understanding of 

gaps/ weakness areas of students that can make them vulnerable to poor investment 

decisions such as Ponzi scheme in the near future. This will further afford learning 

institutions to prepare students ahead of possible susceptibilities that may arise via 

costly ignorance and lack of basic investment literacy. Also, having statistical records 

on investment literacy as a component of financial literacy of students will further add 

current information to existing statistical records on financial literacy in South Africa, 

and a fresh research perspective to existing literary works on financial literacy.   

Contributions to the area of policy formulation: 

Contributions to the area of policy formulation will help government and policy 

makers to evidently know groups that are most or least susceptible across socio-

demographic bandwidths. Hence, necessary measures and policies can be adopted 

to enlighten, and if need be, strategic policies can be used to regulate possible 

behavioral tendencies. 

 

Author: Timothy Adesanmi Adegbayibi and Olatunji Ibrahim Gbenga 

Title: Inventory Management Techniques and Financial Performance of Listed Nigerian 

Manufacturing Firms 

 

The aim of this paper is to examine the effect of inventory management techniques 

on financial performance of listed manufacturing firms in Nigeria between 2004 and 

2013. The study employed secondary source of data collection obtained from the 

published financial statements of selected companies and the Factbooks of Nigerian 

Stock Exchange. Multivariate regressions were employed in data analysis to examine 

the effect of inventory management techniques such as inventory turns (IT) and 

inventory conversion period (ICP) (proxy for IMT) and value added to operation 

activities (VAOA) (performance measure). Finding revealed that there is positive 

relationship between inventory management fair value and valued added to 

operation while inventory conversion period and valued added to operation were 

significant but negatively related. Finally, the study recommends that for firms to 

professionally reduce their cost, implementing efficient inventory management 

techniques become the necessary sacrifice as research showed significance 

relationship between inventory management and performance. 
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Author: Wale Henry Agbaje  

Title: A Historical Review of Accounting as a Major Instrument for fashioning State Economic 

Policies: A Study of Egypt Accounting (Origin and Development) 

The study examines an historical review of the evolution of accounting as a major 

instrument for fashioning state economic policies, using Egypt as a case study. The 

origin of accounting practices in Africa can be traced to ancient Egyptian civilization, 

and the temples exhibit paintings of early accounting records and activities. The 

purpose of the study is determine the effect of agrarian and pharaohnic era of Egypt 

accounting on mixed economic system. The researcher employed the purposive 

sampling technique in selecting participants for the study. The study adopted survey 

research design using structured questionnaire to set data from 95 professionals in 

academics and private sectors who are the respondents that form the sample size of 

the study. Data collected were analyzed using linear regression technique. The study 

found that evolution of accounting in Egypt demonstrates its ability to adapt in 

response to state economic policies. It was further revealed by the study that Egypt 

agrarian and pharaohnic era will help Nigeria to actually fashion out appropriate 

state economic policies especially the mixed economic system. The study therefore 

concludes that accounting has evolved from history and is much relevant in the 

present economic situation and government should focused on the provision of basic 

societal needs. It is recommended that the historical stages of the accounting 

profession should be upheld in fashioning economic policies such as socialist and 

capitalist system; and therefore promote full mixed economic system that will promote 

socialist economic to provide basic necessity of life. 

 

Author: Gideon Akinleye, Samson Fajuyagbe and Odunayo Magret Olarewaju  

Title: Effect of Corporate Governance on Performance of Selected Multinational Firms in Nigeria 

This study examines the effect of corporate governance on performance of selected 

Multinational firms in Nigeria. Specifically, the study examined the impact of board 

size, activism and committee activism on return on asset and firm growth rate. 

Secondary data were collected from five (5) multinational firms over a period of five 

years (2012-2016). The study made use of panel estimation techniques: Pooled OLS, 

fixed effect and random effect estimation, alongside post estimate tests: Restricted F-

test and Hausman test. Result revealed that board size exerts significant negative 

impact on return on asset, with coefficient estimate of -1.907539(p=0.013 < 0.05), 

board activism exerts significant negative impact on return on asset, -

2.579559(p=0.012 < 0.05), committee activism exerts insignificant impact on return on 

asset -.4061085(p=0.294 > 0.05). Result also showed that board size exerts insignificant 

negative impact on firm’s growth rate to the tune of -2.036613(p=0.094 > 0.05), board 

activism insignificantly reduces firm’s growth rate by about 2.2% (p=0.475 > 0.05), while 

committee activism spurs firm’s growth rate insignificantly by 1.05% (p=0.232 > 0.05). 

Discoveries made in the study reflect that corporate governance has negative 

significant impact on return on asset of multinational firms in Nigeria, but has 
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insignificant influence on growth rate. Hence, firms should ensure that what defines 

their corporate governance dynamics give credence to more than just numbers of 

person or meetings, as such except on occasion that it’s ultimately necessary, 

excessive increase in size and number of meetings held by board or committee should 

be avoided.  

 

 

Author: Muyiwa Ezekiel Alade and Olusola Esther Igbekoyi  

Title: IFRS Adoption and Value Relevance of Accounting Information of Nigerian Listed 

Manufacturing Firms 

 

The study examines value relevance of IFRS based accounting information of listed 

Nigerian manufacturing firms compare to the one issued under erstwhile Nigerian 

Accounting Standards. The essence of this study is to unveil informative nature of 

accounting information issued by the sector under IFRS with a view to strengthening 

stakeholders’ confidence about IFRS demands and its financial reporting regime. 

Existing studies have documented inconclusive findings using pool and/or separated 

sectors based accounting data, rendering information content theory uncertain in 

this regard. The survey was built on quantitative research paradigm, capturing four 

years pre- and post-IFRS period. Invariant Ohlson price model and its modified form 

were employed for the analysis using generalised least square. The study finds that 

both relatively earnings and book value of equity of the firms demonstrate positive 

association with share price but not significant for the latter for the eight-year period. 

Also, explanatory power of the joint variables using adjusted R2 increased from 71% to 

94% in the post-IFRS period. Earnings indicate positive relationship in the two periods 

but with increased rate of change during IFRS period which are statistically significant. 

Statistically insignificant and negatively related book value during pre-IFRS period 

became significant and positive in the post-IFRS regime while only book value is 

incrementally value relevant. The study concludes that IFRS based accounting 

information impound higher value on share value as it becomes more informative to 

the stock market participants. It is recommended that more efforts should be invested 

on issuance of more qualitative and informative IFRS. 
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Author: Oladotun Larry Anifowose   

Title: Impact of Bank Specific and Macroeconomic Factors on Bank’s Profitability 

 

The research was conducted to find out the impact of bank specific and 

macroeconomic factors on the profitability of seven (7) selected banks from Nigeria 

for a period of seven (7) years from 2005-2011.  A panel regression analysis was used 

to find  out  these relationships empirically. The estimation results indicated that 

management efficiency has been a driving force in determining the profitability of 

banks in Nigeria with respect to the short-run analysis. However, the study also 

indicated how macroeconomic factors such as GDP growth rate had a negative 

impact on the profitability of Nigerian banks, which is no surprise due to unsettled 

policy reformations during the last few years. The study concluded with some remarks 

on possible implementations of the findings. 

 

 

Author: Oladotun Larry Anifowose   

Title: Military Expenditure and Inclusive Growth in MINT Economies - The Role of Institutions 

 

The paper examined the relationship among military expenditure, institutions and 

inclusive growth MINT economies over the 1967 to 2016 using panel data analysis to 

determine the relationship among the variables with the aid of the new SIPIR 

database.  

 

Consequently, the study found that military expenditure, corruption, regulatory quality 

and voice and accountability are negatively and significantly affecting MINT 

economies inclusive growth. However, the MINT government effectiveness and rule of 

law was confined to be effective, positively and significantly having impact on the 

lives of the common man in their economies.  

 

In conclusion, it was recommended that MINT governments should direct its policy 

strategies on resolving the both the internal and external conflicts via dialogue and 

other non-force arrangement. Also, government should formulate and implement 

institutional strengthening policies in the area of fighting against corruption at public 

and private sectors of the country, property rights, and other life enhancing programs 

that can specifically help reduce inequality and poverty. 
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Author: Yoshin Chetty and Jagjith Deodutt 

Title: Success Factors of Mandatory Audit Firm Rotation in KwaZulu-Natal 

 

The Independent Regulatory Board of Auditors (IRBA) recently implemented 

mandatory audit firm rotation (MAFR) for all JSE listed companies.  The IRBA is of the 

opinion that MAFR will better aligning auditors’ interests with investors’ interests, the 

IRBA suggests three main benefits namely; greater audit quality, improved auditor 

independence and greater transformation in the industry. The auditing and 

accounting professions have met this announcement with sustained resistance, the 

charge being led by the South African Institute of Chartered Accountants (SAICA). 

Members of the profession have listed the large amount of costs that are incurred at 

the start of an audit as a limiting factor to progress, indicating that rotations will lead 

to decreased knowledge of the client by its auditors and lack of a strong working 

relationship between them. Also many believe that the larger audit firms stand to 

benefit significantly from the implementation of MAFR.  This study provides insights the 

success factors from the view point of auditing practitioners and academics alike.  The 

results will provide some evidence of what auditing practitioners think will lead to 

success once MAFR is implemented. Fifty practitioners will participate in the 

questionnaire phase. The questionnaire phase seeks to establish practitioners 

implementation plans for success. After analysing the first set of results the academics 

will be organized into a focus group to indicate expectations of success given the 

implementation plans of practitioners. The study seeks to contrast the implementation 

plans for success of practitioners with the best practise as indicated by academics. 

The study also seeks to shed light on the perceived challenges that are facing the 

auditing profession in relation to the implementation of MAFR, although these results 

are sensitive to sample size and thus may not be generalizable, it will indicate the 

possible alternatives for the position of practitioners. 

 

Author: Carley Jane Cumming and Harold Galt 

Title: Assessing the Implementation Impact of IFRS 16 on JSE Listed Companies Using a 

Constructive Capitalisation Model 

 

On 13 January 2016, the International Accounting Standards Board (IASB) issued the 

new lease standard, International Financial Reporting Standard 16: Leases (IFRS 16). 

The hotly debated and long anticipated IFRS 16 will become effective for all financial 

periods commencing on or after 1 January 2019 (IASB, 2016, p. 838). It is expected to 

have a far-reaching effect on companies both globally and in South Africa. For 

entities that have a significant amount of operating leases, IFRS 16 is anticipated to 

impact the figures in the financial statements, capital structure, as well as liquidity and 

profitability ratios. Numerous stakeholders including Investors and lenders depend on 

these reported figures and ratios to make entity related decisions. (Dillion, 2014) 

IFRS 16 is the outcome of a plan by the IASB and the Financial Accounting Standards 

Board (FASB) to enhance the accounting for leases in response to concerns over the 
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deficiency in transparency of information about lease obligations. IAS 17 has been 

used in the past by entities to accomplish ‘off-balance  sheet’ financing by a lessee, 

whereby the lessee can obtain the use of an asset and have an obligation for lease 

payments to the lessor, however is permitted under IAS 17 to not reflect these lease 

assets and liabilities in their financial statements (IASB, 2016, pp. 3-5). The Securities 

Exchange Commission (SEC) calculated that the United States had $1.25 trillion in off 

balance sheet financing resulting from operating leases in 2005 (SEC, 2005, p. 4) 

Therefore companies that reported material off balance sheet leases under IAS 17 will 

now be forced under IFRS 16 to capitalise a lease asset based on the present value 

of the lease payments and will recognise a financial liability if lease payments are 

made over time. (Koppeschaar, Rossouw, et al, 2016, pp. 825-828) 

The new lease standard has been the subject of much deliberation and debate over 

the past decade that has been researched globally in detail. The majority of research 

in South Africa has focused solely on a few key industries and has at times resulted in 

inconsistent findings. It is in this context that this research seeks to assess what the 

implementation impact of IFRS 16 will be on the financial statements and ratios on 

listed companies in South Africa using a constructive capitalisation model. The 

constructive capitalisation model was originally developed by Imhoff,Lipe and Wright 

however it has since been improved and adapted by Dillion. 

The population of the study will comprise all of the companies listed on the JSE that 

operate within the following sectors: telecommunications, mining & metals and oil & 

gas. These sectors were chosen specifically as they have material operating leases 

and prior research performed in South Africa using the constructive capitalisation 

model has not been performed on these industries. 

 

 

Author: Shazia Essa 

Title: IFRS for SMEs: An Emperical Study of the KwaZulu-Natal SME Sector 

 

The Companies Act of South Africa requires companies to comply with either full IFRS 

or IFRS for SMEs. International Financial Reporting Standards (IFRS) provide a single set 

of accounting principles and guidelines that different countries can apply to promote 

comparability and understanding of financial statements. In 2009, the IASB introduced 

IFRS for SMEs. The objective of the IASB was to provide the SME sector with an 

accounting framework that was more cost effective and less complex than full IFRS. 

SMEs play a fundamental role in the global economy. Hence, it becomes imperative 

that focus is directed at developing and sustaining SMEs. International studies have 

been conducted to determine the effectiveness and perception of IFRS for SMEs in 

other countries. In South Africa studies were conducted in the early stages of 

implementation. This warrants further research on the perceptions of IFRS for SMEs in 

the SME sector subsequent to the implementation of IFRS for SMEs in South Africa. This 

study was undertaken with the objective of establishing whether or not the IASB’s 

goals of IFRS for SMEs being less complex and more cost effective are met. The study 
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also focused on whether the SME sector has the relevant financial reporting skills to 

apply IFRS for SMEs. A survey was conducted with experts in the field of IFRS for SMEs. 

This constituted 15 academics and 15 accountants/auditors. The survey was issued to 

30 respondents and the response rate was 100%.  

 

The study established that while IFRS for SMEs meets the financial reporting 

requirements of internal and external users, there are still some challenges that exist. 

IFRS for SMEs is considered difficult to understand by SME owners/management and is 

therefore difficult to apply by them. Hence, there is still a need for the SME sector to 

outsource their financial reporting requirements to independent accountants, which 

may prove to be costly. Improving the financial reporting skills of the SME sector may 

assist in reducing the outsourced accounting costs. More practical hands on training 

may prove to be more beneficial than the online training that is currently available for 

the SME sector.  

 

The knowledge generated from this research will benefit the SME sector, as well as 

assist Government and Accounting Regulatory Bodies to provide the necessary IFRS 

for SMEs support to the SME sector. 

 

Author: Kalena Govender 

Title: Evaluating the Effectiveness of Clean Development Mechanism (CDM) Projects in 

KwaZulu-Natal, South Africa 

 

An increase in the earth’s surface temperature, caused by greenhouse gases such as, 

carbon dioxide, emissions from burning fossil fuels or from deforestation, which trap 

heat that would have escaped the earth’s surface, thus causing a penetration in the 

earth’s ozone layer, allowing harmful ultraviolet rays to penetrate earth, resulting in 

what is known as global warming. The Kyoto Protocol was developed in partnership 

with the United Nations Framework Convention on Climate Change (UNFCCC), as an 

international agreement. The main aim of the protocol is to set carbon dioxide and 

greenhouse gas emissions reduction targets.  

 

The Clean Development Mechanism (CDM), is the only international carbon offset 

program in the world. I would like to take a deeper look at some of the concerns of 

CDM. CDM projects are purported to be an instrument to reduce GHG’s however the 

effectiveness of such projects in reducing GHG’s have not been tested. 

Issuing CER’s through the CDM agreement is deemed to be a cost effective way of 

reducing GHG emissions based on targets. Based on a selected sample of South 

African CDM projects in KwaZulu-Natal I will review the effectiveness of CDM projects 

from an environmental perspective. Looking at the impact of CER’s and look at its 

impact on company profits, if traded. The effect of taxation on the CDM projects 

CER’s. CDM project disclosures and compliance with accounting standards. 
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Author: Vanessa Gregory 

Title: JSE Listed companies in the Food and Drug Retail Sector: An Evaluation of Company 

Purpose and Performance 

There has been an ongoing influx of research into what a company’s primary purpose 

is and how this purpose could impact on financial performance. Three models have 

been identified that represent the primary purpose of the company, namely: 

neoclassical, conscious capitalism and entity maximisation and sustainability. Each 

model has been compared and contrasted in the preliminary literature review 

(contained in section three below) as well as their links to performance. Dyllick and 

Hockerts (2002) indicated that “sustainability has become a mantra for the 21st 

century”. This was confirmed by Bistrova et al. (2014) when they performed an analysis 

of literature over forty years (1972 to 2012) that indicated a shift from the traditional 

neoclassical model to a focus that incorporated many stakeholders and long-term 

sustainability.  

 

During the review of literature, no studies were discovered investigating this 

assumption in relation to South African companies, therefore creating the first gap to 

be explored. It is evident from the reviewed literature that both the purpose and 

performance (determined through profitability) of a company are important to 

stakeholders. No literature has been identified that combines both such elements into 

a single diagram that can be accessed by stakeholders, therefore creating the 

second gap to be explored in the research. Our initial article, Gregory and Chasomeris 

(2016) confirmed that companies researched did follow a sustainability model, 

however, the degree of sustainability for each entity had not yet been quantified, 

creating a third gap for exploration.  

 

Following on from these gaps that have been identified, the ultimate goal of the 

research is to conclude on whether there is a link between the company purpose and 

company performance. This gap is present as results on this relationship have been 

inconclusive in the literature and particularly unexplored in the context of South 

African companies.  
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Author: Igbekoyi Olusola Esther and Akinlo Olayinka O 

Title: Corporate Social Responsibility and Financial Performance of Listed Manufacturing Firms 

in Nigeria 

 

The study determined the effect of social responsibility on financial performance of 

manufacturing firms listed on the Nigerian Stock Exchange. This is done to further 

demonstrate the significance of social factors to financial performance by 

incorporating board issues and employee relation. The study covered consumer 

goods, basic materials and industrial sectors because of their high dominance in the 

manufacturing sector. A total of 74 firms form the population; out of which 27 firms 

were selected using Purposive Sampling Technique. Data were collected from annual 

reports of selected firms and Nigerian Stock Exchange fact book for period of 2002-

2016. The study found that community relations, employee relation, board diversity 

and board size have significant positive relationship with return on assets in the short 

run while only community relation and board diversity are significant in the long run. 

The study concluded that social factors are significant in explaining financial 

performance. It is therefore recommended corporate social responsibility of firms 

should go beyond community relations alone but extend to other social factors in 

order to maximize financial performance. 

 

Author: Tarish Jagwanth and Raj Rajaram 

Title: Financial Accounting: Will it Lead to Success in Manfin? 

UKZN’s Bachelor of Commerce in Accounting degree structure was redesigned in 

2013, with the objective of addressing the poor pass rates achieved by students in the 

programme. One of the major changes implemented was the introduction of ManFin 

at the second year level. In the years after the redesign, continual change has been 

evident regarding the prerequisites of the programme’s third year modules. There is 

limited existing literature identifying whether prior performance in Financial 

Accounting can be utilised as a determinant of subsequent success in ManFin. A 

questionnaire was facilitated to the university’s fourth year students, with the purpose 

of testing their perceptions of UKZN’s Accounting programme. In addition, correlation 

analysis was performed on student marks, in an attempt to determine whether any 

significant relationships existed amongst the modules within the degree structure. The 

research indicates second year Financial Accounting was not a determinant of 

subsequent success in third year ManFin at UKZN, whilst indications were that a vast 

difference exists in the levels between second and third year ManFin. The study 

therefore recommends the university’s B.Com Accounting curriculum and prerequisite 

system to be re-evaluated, while the conclusions reached could also assist other 

SAICA accredited universities in curriculum design determination. 
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Author: Lulu Jali 

Title: The Use of Internal Audit Function as a Control Mechanism in Higher Education 

Internal audit is defined as an independent, objective assurance and consulting 

activity designed to add value and improve an organization’s operations.  It helps an 

organization accomplish its objectives by bringing a systematic, disciplined approach 

to evaluate and improve the effectiveness or risk management, control and 

governance processes. The introduction of internal audit function in businesses 

seemed to reduce the financial scandals that were taking place globally. Since 

higher education institutions do operate as corporates and they have systems which 

incorporate risks, the use of internal audit function could reduce the malfunctioning 

of certain areas in the institutions. The purpose of internal audit function is perceived 

to be to bring efficiency and effectiveness in the processes of an organizations. The 

use of internal audit function is found to be reducing the work to be performed by 

external auditors as these auditors are able to co-ordinate their work and compare 

their working papers.  The purpose of this paper is to review and evaluate the work of 

internal auditors in companies and assess if such performances could not be 

implemented in higher education institutions as they have systems which need to be 

evaluated and assessed continuously for its effectiveness. As some institutions in higher 

education had been under administrations, which could have been prevented if 

there was internal audit function. 

 

Author: Rachel Khumalo, L Jacobs, LH Harmse and P Locouw 

Title: Thin Capitalisation: An Analysis of Section 31(3) of the Income Tax Act  

 

The current Income Tax legislation, in relation to thin capitalisation, requires that South 

African based entities transact at arm’s length basis. This is in accordance to with the 

Draft Interpretation Note issued by the South African Revenue Service in April 2012. 

There remains uncertainty on the application of thin capitalisation. This paper aims to 

develop a benchmark that South African based entities can use to measure their thin 

capitalisation position. The study employed a quantitative research method, by 

collecting financial ratios on McGregor BFA. The financial ratios relevant to debt were 

reported for each JSE industry accept the financial sector. In total the study analysed 

17 sectors listed on JSE. The debt-to-equity ratio and debt-to-EBITDA ratio were drawn 

per sector from 2009-2012. Data analysed showed that all sectors except utility sector 

managed to curb their debt-to-equity ratio and debt-to-EBITDA ratio below 3:1. The 

sector further reported a negative debt-to-EBITDA ratio (-21:1) in 2013. The study found 

that the arm’s length basis may not in some instances meet the required criteria, such 

as having a comparable transaction within the same industry. Further the study found 

that there is no practical benchmark which South African based entities can use to 

measure arm’s length basis. 
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Author: Siyanda Khuzwayo 

Title: Implementation of Kaizen Costing Towards Improving Cost Management at the Water and 

Sanitation and Electricity Departments of the eThekwini Municipality, KwaZulu-Natal 

Little is known about kaizen costing opportunities and challenges in service 

organizations since little research has been conducted about its implementation in 

this sector. Kaizen costing is a management accounting technique that is mainly 

focused on improving the cost management of the organisation. Since the cost 

management performance of South African municipalities is very poor, the main aim 

of this study was to evaluate whether implementing kaizen costing will improve cost 

management at the water and electricity departments in eThekwini municipality. 

Studies have shown that there are a lot of unexploited benefits which can be gained 

by South African municipalities as well as other organisations by implementing kaizen 

costing.  

This is a quantitative descriptive case study of the Water and Sanitation and Electricity 

Departments in the eThekwini Municipality where data was collected from the target 

respondents using questionnaires. The 320 questionnaires, which consisted of 

predominantly closed-ended questions, were self-administered to the target 

respondents. The results were analysed using the IBM Statistical Package for Social 

Sciences (SPSS) version 22.0.  

The findings of this study revealed that the adoption of kaizen costing may be 

successful in improving the cost management inefficiencies faced by the South 

African municipalities. Based on the findings, the majority of the respondents 

indicated that they would embrace and support the application of a kaizen costing 

at the Water and Sanitation and Electricity Departments in the eThekwini Municipality.  

The study recommends that the Water and Sanitation and Electricity Departments in 

the eThekwini Municipality should consider implementing kaizen costing to improve its 

cost management.  

The recommendations for future research include the examination of the impact of 

kaizen costing in the Electricity and Water and Sanitation Departments in the 

eThekwini Municipality. Further research could be in a form of a longitudinal study to 

produce more reliable and accurate results. Similar research can even be expanded 

to entire municipalities in South Africa and service industries other than the 

municipalities. 
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Author: Mziwendoda Cyprian Madwe 

Title: The adoption of Activity Based Costing at Technical and Vocational Education and 

Training Colleges in KwaZulu-Natal 

Activity Based Costing (ABC), despite its importance and world-wide acceptance, is 

not used in Technical and Vocational Education and Training (TVET) colleges in 

KwaZulu-Natal (KZN) nor is there any consideration of its use in the future. 

The purpose of this study was to determine finance staff members’ perspectives on 

those factors affecting ABC adoption in TVET colleges and to develop a new ABC 

model for its successful adoption. 

A mixed method approach was adopted. Questionnaires were administered to thirty 

finance staff members from six TVET colleges in KZN. In addition, interviews were 

conducted with ten finance staff members in five different TVET colleges in KZN. The 

overall research question was: do specific factors such as behavioural and 

organisational variables and technical variables affect ABC adoption in TVET colleges 

in KZN?  

The findings of the study indicated that finance staff members’ perceive that size of 

the organisation, top management support, cost structure, and product diversity 

affect ABC adoption, and resistance to change, internal resources availability, and 

training are a barrier to its implementation in TVET colleges in KZN, together with the 

technical variables. Finance staff members’ supported the need for an internal 

champion for the introduction of ABC. The study also proposes a new model for the 

adoption of ABC. Future research could test and validate this new conceptual 

framework as a policy instrument to guide the implementation of ABC. 

 

Author: Msizi Mkhize 

Title: Attitudes Toward Mathematics and Achievement Among Pre-Service Teachers 

The purpose of the study was to investigate the impact that several components of 

attitudes toward mathematics have on mathematics achievement of pre-service 

accounting teachers at the University of KwaZulu-Natal. Eight of nine Fennema-

Sherman Mathematics Attitudes Scales was used for this study. A cross-sectional data 

set containing demographic details and attitudes towards mathematics was 

collected and quantitative responses of 255 first, second, and third year pre-service 

teachers were analysed using Statistical Package of Social Sciences. The results of the 

study revealed that English first language students, Indian and Suburban students 

reported more positive attitude towards success in mathematics, perception of their 

mother, father and teacher as sources of encouragement, support and affirmation of 

their efforts in mathematics, positive attitude towards effectance motivation in doing 

mathematics and positive overall attitudes towards mathematics, than isiZulu 

speaking, African, Township and Rural students. The differences in attitudes towards 

mathematics domains reflect a cultural racial split (English, Indian and Suburban 

students versus Zulu, African and Township and Rural students). This article concludes 
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with intervention strategies to positively affect attitude towards mathematics and 

achievement for pre-service accounting teachers. 

 

Author: Siphiwe Mqadi 

Title: Exploring the Financial Sustainability of South African Municipalities 

 

This paper aims to explore the financial sustainability of South African municipalities in 

order to stimulate debate in addressing problems and challenges confronting these 

municipalities. 

A fundamental question to be asked stems from the challenges of good corporate 

governance, municipal financial mismanagement and municipal service delivery. 

Why, in spite of the existence of regulatory and institutional frameworks, are 

municipalities still struggling to remain financially viable or sustainable in order to satisfy 

basic community needs such as water and electricity amongst others?  

All of government’s official documents and contemporary literature reviewed, 

including the summative record of historical facts and narrative data, are evidence 

of the qualitative research design employed in this study. It is clearly articulated in this 

paper that the existence of a local municipality with poor service delivery is, amongst 

others, a direct consequence or manifestation of lack of good corporate 

governance, municipal capacity constraints, financial viability problems, service 

delivery protests, convoluted political process, corruption and poor planning as well 

as monitoring and evaluation challenges. In the main, the paper accounts for why 

municipalities (why service delivery) has failed to meet the expectations of the 

communities and thereby provide some possible propositions for consideration to 

attempt to bring a resolve to critical issues raised. 

 

Author: Hlengiwe Ndlela and Mabutho Sibanda 

Title: Examining Effects of an Audit Opinion on Municipality Operations: A Case Study of 

Mpofana Municipality 

 

This study seeks to establish how audit opinions affect the operations of municipalities 

in South Africa. The study is premised on the principal-agent theory where the 

municipal council and management act as agents and the stakeholders as principals. 

Municipalities exist as part of the government hosts to execute national development 

plans of the government in power at a point in time. The main objective of a 

municipality is service delivery to the citizens residing within the area that municipality 

operates in. Thus, municipalities do not have a profit motive in their operations. The 

Municipal Council forms part of the management of the municipality and govern the 

municipality in line with the mandate as prescribed by Provincial and National 

Government of South Africa in line with the Constitution’s precepts. The study uses a 

self-administered questionnaire as a data collection tool supplemented by a follow 

up focus group interview. The focus group approach attempts to corroborate the 
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data collected from the questionnaires. A Likert scale was used to code the data. The 

study provides an insight and understanding of the services provided by the external 

auditors which is not necessarily to police them but to add value to their operations 

and to ensure proper governance, capturing of financial records and reporting 

thereof. In addition, the study will allow policy makers to understand that different 

organisations need an audit in a manner that is relevant for the objectives of the entity 

rather than a blanket standard, tick-box exercise that is applicable regardless of 

nature of business. 

 

Author: Sithembele Ndovela 

Title: Measuring the Readability Level of Prescribed Accounting Textbooks Used in Secondary 

Schools 

 

The paper presents the results from the study that investigated the readability of two 

Accounting textbooks.  The study followed the traditions of positivist paradigm. Using 

the Flesch reading ease and Gunning fog index, the study sought to investigate the 

readability level of two Accounting textbooks. Three sections from each textbook 

were analysed. These sections are introduction section of budgeting, analysis and 

interpretation section and section on General accepted accounting principles. The 

results showed that some textbooks are not readable. The recommendations for 

future research are discussed.  

Main aim and purpose of the study: The purpose of the study is to measure the 

readability level of prescribed Accounting textbooks used in secondary schools 

Previous research and theoretical background  

Readability is the concept of measuring the ease of reading content based on the 

structure of the writing (Schultz, 2014). Some scholars conceptualise readability as the 

extent to which the reader finds the written text understandable and comprehensible 

through the written style adopted (Najafi, 2010; Richard & Schmidt, 2010; Umuke & 

Nwafor, 2015). It is therefore believed that readability is about the reader’s 

understanding and comprehensibility of the written text. If the reader can read 

something fast, but not understanding anything about the text, it is futile 

(Widyaningrum, 2010). He further says readability is the study about the text and how 

it is suitable with the readers. This conceptualisation is in line with the phenomenon 

under investigation.  The study aims to measure and predict   the readability of grade 

12 accounting textbooks by grade 12 learners. 

Significant data and methodology used or planned to be used for ongoing research 

The study was employed the traditions of positivist. The aim of positivist paradigm is to 

prove or disprove the hypothesis (Mack, 2010). The positivist researchers use 

measurable data by using highly standardised tools such as questionnaire, 

psychological tests. This paradigm is used in this study because the aim is to measure 

the readability of prescribed accounting used in South African secondary schools.  
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Quantitative approach was used. Ontologically, the quantitative approach’s position 

is that the truth is one. It provides objective reality that exists independent of human 

perspectives. This suggests that the readability formulae used in the study provided 

the findings without the interference of the researcher. It is also believed that the data 

is available out there and it waiting for the researcher to collect it. Sale et al (2002) 

declares that the aim of the quantitative approach is to measure and predict the 

phenomenon. In this study, Accounting textbooks used in South African secondary 

schools were measured and the results were generalised.  Two readability evaluation 

methods were employed to measure the readability of Accounting textbooks.  These 

are Flesch reading ease and Gunning fog index. One grade 10 and one grade 11 

prescribed Accounting textbooks were analysed. The two analysed textbooks were 

randomly selected. Random sampling is a part of the sampling technique in which 

each sample has an equal probability of being chosen. A sample chosen randomly 

is meant to be an unbiased representation of the total population. Three sections from 

each textbooks were analysed. These sections are introduction section of budgeting, 

analysis and interpretation of financial statements and general accepted Accounting 

principles. 

The research results showed that some textbooks are not readable. 

 

Author: Bhekikhaya Henry Nxumalo 

Title: An Assessment of Accounting Skills Among SMMEs in KwaZulu-Natal 

 

This study seeks to determine the assessment of accounting skills among SMMEs in 

KwaZulu-Natal and to determine the benefits accruable to the firms who acquire 

those skills. 

Previous research and theoretical background 

According to a report issued by the South African Chamber of Commerce and 

Industry        (2013: 2 – 3), more than 30 % of the total gross domestic product of South 

Africa is attributed to a small and medium sized enterprises. Also, 20 % of all units 

exported by South Africa are produced by small and medium sized enterprises. It is 

impossible to grow South African national economy on a sustainable basis without 

simultaneously achieving sustainable growth and development in small and medium 

– sized enterprises (Saru, 2007: 36 – 38). Failure in small and medium sized enterprises 

amounts to failure in the national economy according to Zheng, O’ Neill and Morrison 

(2011: 175 – 176), Friedman, Miles and Adams (200: 325 – 327) and Nieman (2001: 445 

– 446). This particular study is essential for finding out the impact of the accounting 

skills as a performance factor on SMMEs that are conducting business in KwaZulu- 

Natal. For this reason, this study carries significant weight and importance. Future 

researchers can use findings from this study for conducting large scale studies in other 

provinces of South Africa. 
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Data and methodology to be used 

I will answer research problem and research questions using a quantitative research 

methodology. The data will be obtained from owners / operators of SMME’s. The 

empirical study will focus on determining fundamental accounting skills needed by 

SMMEs in KwaZulu Natal. Structured questionnaires will be used to collect the 

necessary data for the study.  

Expectations for ongoing research 

One would have to broaden this study to different localities to establish a more 

complete profile of accounting skills required by SMMEs in other provinces. The study 

is exploratory and utilized quantitative method. 

 

Author: Odunayo Magret Olarewaju 

Title: Causal Relationship between Dividend Policies and Commercial Bank Performance: 

Evidence from 30 Sub-Saharan Africa Countries 

Dividend policies issues have been continually debated around the world with mixed 

results, and yet to date, no definite conclusions have been reached. This paper aims 

to test for causality between two dividend policies (dividend payout and dividend 

reinvestment plans) and return on equity as a measure of financial performance. We 

employ the block exogeneity Wald test from the panel vector error correction model, 

and the pairwise Granger causality test. 250 commercial banks were studied from 30 

SSA countries over the period between 2006 and 2015. The results provide evidence 

that there is a unidirectional causality between return on equity and dividend payout 

ratio. This implies no causality between dividend payout ratio and banks’ return on 

equity over the study period. Hence, we conclude that the widely adopted model for 

the payment of dividends in the SSA banking market is a win-lose game, as there is no 

causality between dividend payment and bank performance. As such, we 

recommend that other dividend policies that can minimize future financing costs, 

increase bank assets, and improve the future growth prospects of the region be 

explored. 
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Author: Odunayo Magret Olarewaju 

Title: Loan Diversification (Impaired, Unimpaired Loan) and the Financial Performance of 

Selected SSA Banks 

 

This study investigates the effect of loan diversification (Impaired and Unimpaired 

Loan) on the financial performance of selected banks SSA from 2007 to 2016. A 

descriptive, correlation and panel regression technique was adopted on 250 sampled 

banks form 30 countries. The result revealed that impaired loan ratio (ILR) have a direct 

and significant relationship with the ROA while the unimpaired loan ratio (LCR) have 

an inverse relationship with ROA even though it is insignificant. The restricted F-test 

revealed that there is a cross-sectional uniqueness or heterogeneity effect of loan 

diversification on bank performance and the Hausman test shows that fixed effect 

model was the most efficient and consistent parameter estimation. Thus, commercial 

banks need to revisit their loan structure both in terms and repayment to ensure that 

all loan they disburse are impaired as this is positively and significantly related to 

enhance their performance level. Also, banks should carry out their loan diversification 

in line with the adequate considerations of human capital training, development and 

deployment so as to enable the attainment of the embedded benefit of 

diversification on the banks performance.  

 

 

Author: Kajal Ramnanun 

Title: The Impact of Post Commencement Finance on Business Rescue 

 

This study examines the impact of post commencement finance on business rescue 

in Kwa-Zulu Natal.  The 2011 South African Companies Act, No. 71 of 2008 (RSA, 2008), 

has been implemented with a new feature on Chapter Six detailing Business Rescue.  

Business rescue refers to measure that facilitated to rehabilitate a company that is 

financially distressed, with the goal of maximising its probabilities of continuing to exist 

as a solvent company. 

Post Commencement Finance is finance or credit approved to a company in Business 

Rescue, which is regulated by section 135 of the Companies Act (“the Act”).  This 

slightly contentious legislation was executed in South African company law on the 1st 

of May 2011 and redeveloped how regulation can perhaps protect financially 

distressed companies from distress and eventually liquidation proceedings.  

 

Once a company is placed in business rescue Section 135 of the Companies Act 71 

of 2008 (“the Act”) offers for a very innovative manner in which the company, which 

has filed for business rescue to obtain new finance and credit. This is termed post-

commencement finance (“PCF”). It can however be noted that banks and other 

financial institutions would therefore appear to be reluctant to get involved and it 

would appear that they do not necessarily believe that a company under financial 

distress and under business rescue could present an investment opportunity. It is 
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furthermore not sure as to whether commercial banks in South Africa are prepared to 

take over the security of another bank and to further get control by advancing PCF.   

 

The literature review has focused on the description of PCF in South Africa, and what 

the concept relates to.  The review details the concept of business rescue and 

examines the impact that PCF has on companies in distress in KZN.  The analysis also 

includes the different mechanisms utilised to fund the provision of the PCF within a 

company and explores each option. 

 

The aim of this study was to find substantive evidence that post-commencement 

finance has an impact on distressed companies in KZN, and confirmation of factors 

that result in the successful raising of post-commencement financing. To this end, 

qualitative research with an exploratory design was conducted. A questionnaire was 

completed by six leading South African business rescue experts in KZN, to reveal their 

distinctive insights regarding this dilemma. The ironic data that was extracted was 

analysed using content and narrative analysis against the propositions derived from 

the literature. The empirical findings confirmed that in procuring post commencement 

finance in KZN, numerous trials and lack of accessibility, appropriateness and even 

knowledge of it in business rescue. The global framework with respect to post 

commencement finance is still to prove to have an influence on South African 

business rescue. South Africa legislation should ideally supplement processes towards 

effective business rescue, by offering greater mechanisms for obtaining PCF.  Chapter 

6 of the Companies Act of 2008 requires a robust revision if businesses are to rely on it 

to offer fortuity to be successfully rescued in our country.  

 

The evidence from the research executed also reveal that due to the legislation being 

fairly novel and new, there has been ineffectual application and implementation of 

Chapter 6.  The lack of PCF is also attributed to the legislation being insufficiently 

understood and not applied to its maximum potential in practice.   

 

Author: Tasneem Rutgers and John A. van der Poll 

Title: Facilitating Leadership Challenges During Disruptive Innovation in the South African Sport 

Media Industry 

Disruptive innovation continues to impact the way organisations lead and strategise 

in their industries. Disruptive innovation in sport media industries includes on-field 

decisions, broadcasting, sports news sharing and more (Ratten, 2016). The literature 

reveals a number of main themes, namely, Stakeholder engagement, Producers, 

Opportunity, Challenges, Strategic direction, Information system development and 

Satisfaction. Armed with this information we developed a qualitative research 

instrument to conduct a survey among stakeholders in the industry, following an 

exploratory approach, based on a thematic analysis to offer the best opportunity for 

facilitating and mitigating company-based disruptive innovations (Cooper and 
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Schindler, 2014). Three (3) companies participated in twelve (12) face to face 

interviews, following a nonprobability and purposive approach to yield our findings. 

A third of the interviewees confirmed that South Africa’s economy is not favourable 

and the country is slow in seizing opportunities for disruptive innovation. Through 

triangulation of our literature review and the industry survey, we synthesised a number 

of recommendations. Amongst other, these are: the South African sport media 

industry should take smaller, manageable risks by setting up small teams internally 

using existing resources. Current staff and intellectual capital should be utilised to 

identify trends and look for opportunities, with the intention of growth and the creation 

of partnerships leveraged to maximise the brands and available resources. The linking 

of their information systems departments with their accounting function and internal 

auditing should be facilitated.   

 

Author: Navitha Singh Sewpersadh and Phocenah Nyatanga 

Title: An Investigation into Financial Distress and Corporate Governance in JSE Listed 

Companies 

 

The well-publicised international and South African corporate scandals have resulted 

in lower investment from domestic and foreign investors, hampering the economic 

growth of the country. The going concerns in South Africa’s JSE listed companies is a 

threat to the country and its economic environment. Furthermore, the recent 

publicised failure of the auditing firm, KPMG to exercise due care and diligence has 

placed the role of the audit committee under continuous scrutiny  

In light of the corporate governance breaches and high liquidations in South Africa, 

the purpose of this study was to contribute to the empirical literature by investigated 

the relationship between corporate governance and the probability of financial 

distress in JSE listed companies. The period of analysis was from 2011 to 2016, which 

encompassed King III adoption until its subsequent replacement. The econometric 

methodology used in this study was the GMM estimation model, and the robustness 

of the study was backed by the k-score as a dependent variable in both the 

difference and system GMM procedures. This study selected twelve endogenous 

explanatory corporate governance variables namely, ownership concentration, 

director ownership, CEO-Chairman duality, CEO professional skill, CEO tenure, CEO 

turnover, board size, board independence, board skill, board interlocks, audit size, 

and audit independence.  

The GMM results revealed that there is an endogenous relationship between 

corporate governance and financial distress. This was evidenced by seven of the 

independent variables namely, ownership concentration, CEO duality, CEO turnover, 

board skill, board size, board independence and audit committee size having a 

statistically significant relationship with financial distress.  
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