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Most undergraduate and masters’ students in finance (BS, MSF and MBA) are preparing for a
career in the world of finance. Oftentimes, jobs in finance have titles like financial analyst, credit analyst,
and assistant treasurer, with the possibilities of someday becoming a vice president of finance, chief
financial officer (CFO), treasurer or some other high-ranking position of responsibility. In addition, the
world of asset management, formerly called “investments,” offers many career possibilities, as does banking
and real estate. Finance is a prestigious degree. The subject is challenging, the world is complex, and
someone with a bachelor’s or master’s in finance is held in high esteem.

Finance is an important field to study because it deals with the management of money, a subject of
central concern to every business, government agency, or nonprofit organization, and indeed every
individual. Knowing how the financial world operates, the characteristics of securities and financial markets,
and how investment decisions should be made serves one well for many career paths. The study of finance
also helps to prepare a person to manage their own money and increase the likelihood of accruing significant
wealth over time through solid principles of money management. Having a finance degree is a strong plus
for one personally and for one’s family members, as they can benefit from the knowledge one gains from a
finance degree and career.

Few students consider another finance-related career option: becoming an academic in finance.
Most students know little about this career choice. Their experiences with finance academics are typically
limited to their familiarity with classes taken from their professors. But there is a lot more to it than this brief
exposure while a student. So it is probably worth learning a little about this career choice. Moreover, what
may surprise some is that many, perhaps even most finance academics, did not major in finance as an
undergraduate and maybe not even at the master’s level. The STEM fields (science, technology,
engineering, mathematics) are a fertile ground for learning the tools that serve one well as a finance
academic, though they are not the only backgrounds of professors of finance. Economics in particular is a
solid foundation for studying finance, and many finance professors have doctorates in economics and not

finance.



This essay provides some information on academic finance as a career. It cannot possibly answer all
of one’s questions, but it can give you some general information. Everyone contemplating a career in
academic finance must surely know a finance professor. You should endeavor to learn as much as you can
from that person, not only finance knowledge but about the field and careers. A good advisor or mentor is

valuable in any field. But there is much you can learn from the information provided herein.

1. Tenure and Rank

First let us identify some terminology related to tenure and rank. University faculty members are of
two general classifications: tenure track and non-tenure track. Tenure track faculty members either hold or
are eligible to receive tenure and are referred to as tenured and non-tenured, respectively. Let us start by

talking about tenure, what it means, and how one gets it.

1.1 Tenure and Tenure-track Faculty

Tenure is a privilege that provides job security. A tenured faculty member can speak out on
controversial issues and take positions that contrast with conventional views without fear of reprisal. Tenure
encourages independent thinking and creativity that go against the norm. Tenure is considered to be critical
for encouraging the best scholarship and research. A tenured faculty member can be terminated only for a
severe breach of university policy or for an ethical or legal violation. Tenure has its downside, however, as it
permits faculty members to choose a career of inactivity without much fear of any significant
consequences.!

Tenure grants a privilege often referred to as academic freedom, but this concept is frequently
misunderstood. Academic freedom is the right to investigate scholarly issues in one’s field and academia in
general. It is not the right to say anything that one wants. Racist or offensive comments against individuals
or groups, as well as foul language, are not generally supported within the domain of academic freedom. But
setting aside these extreme and fortunately quite rare instances academics are generally free to take whatever
positions they wish. One’s view might be questioned if the evidence does not support it, but the right to be
wrong is as protected as the right to be right.

A newly employed tenure-track faculty member is typically hired on a three-year contract as an
assistant professor. After three years that person is reviewed, and a decision is made on whether to extend

the contract another three years. The var for passing the three-year review is usually that the person is

IInactive and unproductive faculty members would normally be ineligible for further promotions and honors and would likely
receive the lowest salary increases. Some universities have instituted a procedure called post-tenure review, in which tenured faculty
members can be terminated for long periods of inactivity. It seems that most faculty members who choose to be relatively
unproductive do manage to get their classes taught and committee assignments done at the minimal level to maintain tenure. There
is, however, a big difference between doing the minimum and being very productive. Doing the minimum in a corporate
environment will often get one fired, but this does not happen in academia. One has to do far less than the minimum. Tenure can be
very hard to get, but once gotten, it is an extremely high level of job security.



making an effort to get their research published, is doing a good job in the classroom, and is being a good
colleague.2

The non-tenure track faculty member is usually evaluated for tenure in the sixth year. If tenure is
denied, the person is normally permitted to remain on the faculty for a seventh year, called a grace year,
during which they would normally search for a position elsewhere.

As noted, a newly hired faculty member in their first job after receiving their PhD starts off at the
rank of assistant professor. Upon being granted tenure, the person is normally promoted to associate
professor. Although there are a few exceptions of newly hired but experienced faculty at the associate
professor rank without tenure, one can usually assume all associate professors have tenure.

The promotion process takes about six months. A committee of tenured faculty members organizes
and oversees the process. Information is gathered on the assistant professor’s productivity, meaning
primarily publications. A group of experts outside of the university is asked to evaluate this research and
write letters. The committee evaluates the letters and combines this external input with its own assessment
of the person’s productivity. It then makes a recommendation, which could go to a department head, a dean,
or a higher committee. Although the procedure varies within universities, the dean of the business school is
responsible for taking the recommendation forward for approval by a university committee and the provost,
president, or chancellor of the university. Final approval is normally granted by the Board of Trustees,
sometimes known as the Board of Visitors, which is the highest governing body of the university. Of
course, at any stage of this process, the candidate could be denied promotion. Some limited opportunities for
appeal are usually possible.

Promotion from associate professor to professor requires further productivity and accomplishments
and is conducted in a manner similar to that described above for assistant professors. Promotion to full
professor usually requires substantial recognition as a well-known scholar in the profession. Candidates for
full professors also will have exhibited leadership within the department, college, and scholarly profession
and are expected to do even more of that after promotion.

Some tenured associate professors are never promoted to professor. Newly hired but experienced
faculty can come in at the rank of associate professor or professor. In some cases they are granted tenure,
and in some they are not, in which case they are reviewed for tenure during their first or second year.

Some full professors and a few associates hold positions called endowed professorships or endowed
chairs. An outside donor provides funds that go into an endowment. State universities typically match the
funds donated. Interest off of the endowment is used to supplement the salary of a faculty member, whose

position carries a title that includes the name of the donor. Usually there is also an account set aside to

2 Collegiality is indeed considered an important part of the tenure evaluation process. It is possible to be productive in scholarship
and teaching and be someone that nobody can stand to be around. This factor can count in the tenure decision, because a cooperative
and mutually supportive environment are important to building a strong academic department.



support the person’s research. The distinction between endowed professor and chaired professor is typically

just in the amount of money donated, with the latter requiring significantly more money.

1.2 Non-tenure track Faculty

Non-tenure track faculty have titles such as instructor, adjunct professor, lecturer, or clinical
professor. These faculty members are paid less than tenure-track faculty, typically do more teaching, little to
no research, and because they do not have tenure, they can be easily terminated. Some schools have non-
tenure-track professors with PhD’s in exclusively teaching positions. These faculty are sometimes called
clinical instructors or teaching fellows. There seems to be an increasing trend of creating these non-tenured
teaching positions to be filled by holders of PhDs. Although that person does not have 100% job security, in
almost all cases, their contracts are renewed so they almost de facto have tenure. In fact even those non-
tenure track faculty who do not have PhDs get their contracts routinely renewed.

Some instructors may hold higher level non-tenure track positions and may have titles like senior
instructor or distinguished instructor.

Sometimes people who are employed full-time in non-academic positions are hired to teach. These
people are called adjuncts or adjunct professors.

These non-tenured faculty may or may not hold PhDs. We are seeing more, and more schools hire
newly minted PhDs as instructors. Although these people would typically prefer tenure track positions with
more emphasis on research and less on teaching, they are often quite satisfied in these types of positions
and can often find jobs at much better schools if they are willing to hold non-tenure track positions.

An increasing trend we are seeing in finance is for financial practitioners to retire from the financial
world and join academia as non-tenure track faculty. These people are a great source of enthusiastic and

financially experienced teachers.

1.3 Visiting Faculty

One other type of professor we should mention is the visiting professor. A visiting professor or
visitor holds a temporary position, usually one year with an occasional opportunity for renewal. A visitor
usually holds a PhD and may engage in research. Some professors holding tenure track positions oftentimes
take visiting positions to increase the possibility for developing new contacts and to simply enjoy a change
of scenery. Visitors who do not hold tenure-track positions elsewhere use the visiting position as temporary
employment while they search for a permanent position. Some faculty members may be at a school on
sabbatical. Sabbaticals are discussed later. They are often referred to as visiting scholars.

The remaining material in this document focuses exclusively on tenure-track faculty.

2. What Finance Academics Do

Academic work is usually divided into three areas: teaching, research, and service.



2.1 Teaching

Naturally finance academics teach courses in finance. The number of courses one teaches depends
on several factors. Some schools place considerable emphasis on teaching and little if any emphasis on
research. If that is the case, professors at those schools would ordinarily have the highest teaching loads. The
typical teaching load at a school with some emphasis on research is probably four classes per year, which
reflects an interpretation that the person’s time is split about equally between teaching and research, with
service picking up a small residual.s Some professors and chairholders teach fewer than four classes a year,
which is very common in the most prestigious schools. Some professors obtain money from outside sources
to support their research and in that case, they often have reduced teaching loads, with the outside money
used to fund someone else to teach in their place. The teaching load is one of the negotiable factors in
recruiting and retention of faculty.

Some schools are considered teaching institutions. That is, they have very low to almost no research
requirements of their faculty. In that case, the standard teaching load is usually four courses per semester.
Some reductions may be allowed for research and administrative duties.

A reduction in one’s teaching load is called a download. Assistant professors are sometimes given
downloads to help them have time to do their research. Downloads may also be granted for other reasons,
such as teaching very large classes, directing doctoral programs, or other very time-consuming service.

The number of courses taught does not tell the entire picture with respect to the amount of teaching
one does. The number of distinct courses taught is referred to as preps, for preparations. One person
teaching two sections of the same class is considered to have one prep. Another person teaching a section
each of two different courses has two preps. The latter clearly has a heavier teaching load than the former,
even though they both teach the same number of classes.

Some professors teach very large sections of a particular class, usually an introductory class.* In
such cases, the professor often receives some dispensation in the form of a reduced teaching load or
additional graduate student assistance, as described in the next paragraph. Additional compensation is not
usually earned for teaching a large section.

If a school has a doctoral program, it will usually have a number of doctoral students on
assistantships. These students work 10-20 hours a week and are assigned to a professor. Thus, the professor
can use a doctoral student for some teaching work, such as grading papers, helping students, or filling in
during absences.

The number of courses, the number of preps, which courses are taught, and even the days and hours

on which one teaches are usually negotiated between the professor and the department head or dean. Most

3A load of four courses per year is usually referred to as “2-2” (“two-two”), meaning two courses each semester. Four courses a year
could be broken into three in one semester and one in another (3-1 or 1-3), but rarely 4-0 or 0-4.

4These classes are sometimes called mass sections.



schools are relatively flexible about giving the professor the teaching assignments they want. The professor

will likely do the best job when teaching under the circumstances with which they are most comfortable.

2.2 Research

From the perspective of an undergraduate, MS, or MBA student, teaching would seem to be the
primary activity of a professor. But in fact, the primary activity of most tenure-track professors is research.
Research is the systematic investigation of a theory, idea, or concept for the purpose of learning something
not already known. In finance, research is primarily of two general types: theoretical research and empirical
research. Theoretical research involves proposing new ideas, which typically involve the application of
economics and statistics to explain how individuals, companies, institutions, and markets operate in the
financial world. Empirical research involves the analysis of data to test an idea or theory. Empirical research
requires not only obtaining the data, but also applying the most appropriate statistical techniques to analyze
it.s Good finance researchers are extremely careful and follow, as closely as possible, scientific methods to
ensure that the conclusions they draw are as strongly supported by the data as possible. Research in finance
is dominated by empirical work.

Most professors are drawn to academia by their interest in research, not teaching. While teaching
can be enjoyable and quite stimulating, research involves discovery, which is finding out something that no
one else knew. It is an exciting intellectual and emotional activity. Good researchers are passionate about
their work and find that new discoveries by themselves and by others stimulate them to work ever harder.
Research is highly competitive, however, as evidenced by the fact that Nobel prizes are often awarded to
more than one person for the same discovery.s

After conducting the research project, the professor writes up the results in the form of a paper,
called a working paper, and then attempts to get the paper published in an academic journal, which is a
periodical that is usually sponsored by a professional organization or institution. Academic journals are
managed by editors, who are experienced and successful researchers who volunteer to take on this
responsibility. Articles undergo review by other members of the profession, usually in an anonymous
process in which the reviewer, called the referee, does not know the identity of the author and the author
does not know the identity of the reviewer.” This process is called peer-review. Although it is not perfect, it

is considered the gold-star, a form of certification that the paper has been examined by at least one other

5Some research requires the development of theory as well as conducting empirical work. Indeed, almost all empirical work is based
on some type of theory, which may or may not have been developed by the empirical researcher. But theoretical research is normally
much more advanced than simply proposing an idea that could be tested. It usually requires the fairly sophisticated application of
economic models that capture the behavior of individuals and companies and lead to predictions about effects that should be
observed in practice. Most researchers in finance do empirical work and some do theory as well. Finally, we should add that some
research is not strictly theory or empirical work, carrying elements of both.

6The Nobel Prizes are awarded in physics, chemistry, medicine, literature, peace, and economics. Finance researchers have won a
number of Nobel Prizes in economics.

7 When the author does not know the identity of the referee, it is called blind review. When in addition, the referee does not know
the identity of the author, it is called double-blind review.



expert. This is a form of due diligence that endorses the article as likely to be true. That said, there are many
peer-reviewed articles that are not true or severely flawed.s

Papers are submitted, reviewed, and a decision is made by the editor. Papers are either rejected,
accepted, or the author is asked to make revisions and resubmit the paper, a process called revise and
resubmit, or R&R.

Journals are ranked, somewhat informally, in a hierarchy based on perceived quality. Competition is
tremendously heavy for limited space in the best journals. The most successful researchers generally are the
highest paid faculty members in a department or college.

Although finance and all disciplines have notions of what are the top tier journals, the traditional
perception of journal quality has been highly subjective, often based on the schools where the editors and
associate editors reside.

But the power of the Internet has led to more concrete measures of scholarly productivity. Software
now has the capability to find journal articles and identify bibliographic entries. As such, it is possible to
measure how frequently a journal, article, or author is cited in the works of others. A high level of citations
is indicative of research that is being used, and, thus, has impact. The typical measure is a kind of figure
reflecting the average number of citations of articles in a journal over a given period. Comparisons are valid
only within a discipline, as some disciplines, such as finance, are actualy quite small in number of
researchers and journals, compared to , say chemistry.® The leading providers of this kind of information are
Clarivet, which operates a product called Web of Science and a measure called a Journal Impact Factor, and
Elsevier, which operates a product called SCOPUS, which produces a measure called a Cite Score. These
measures can be used to compare one journal against another to see which journal is producing articles that
are cited more often. Clarivet and Elsevier also produce many other measures of journal quality based on
citations.

For evaluating the citation record of a particular person, we normally use Google Scholar, a division
of Google, which captures all citations on any publication it can find on the Internet. The main factor it is
picking up in addition to journal articles is books. Although it cannot typically go inside a book, it can
capture whether a journal article cited a book. Google Scholar produces a number for the total citation count
of an author, as well as a handful of other widely-used measures.

Except in a few schools that emphasize teaching, research is normally the primary criterion on
which assistant professors are evaluated for tenure. Although standards vary, doctoral-granting institutions

usually require at least two articles published in top level journals for tenure. Standards tend to correlate

8 In recent years, much attention has been placed on verifying whether studies are true. One site, datacolada.org in particular has
received much attention for its work in trying to replicate studies. Another cite, retractionwach.org contains a database of retracted
articles. Some retractions occur due to fraud. Others occur due to mistakes. Some others occur simply because research is a sampling
process. Samples taken of other data over other time periods can fail to replicate the original study.

9 The first finance journal, The Journal of Finance, started right after World War I1. Journals in the sciences have been around for
several hundred years, and there are far more of them.



with the resources devoted to research. For example, non-tenured faculty could be granted higher salaries,
lower teaching loads, and additional graduate assistant help, with the expectation that these resources will
lead to greater research productivity.

In the sciences, research is expensive and there are many sources of funds to support one’s research.
Faculty members are evaluated, not only on their ability to conduct good research, but to acquire the funds
to support their research. Research in finance is far less expensive and external funding is limited. The costs
of finance research, such as research assistant salaries and data bases containing stock prices and financial
statements, are normally provided by a department. Some professors search for and occasionally find
outside sources of funding, which provides additional benefits, such as a reduction in teaching and more
money for travel. Generally, however, there is no pressure to find outside funding, because so little is
available to support finance research. Nonetheless, the acquisition of grants is typically considered a strong

plus when evaluating a candidate for promotion and tenure.

2.3 Service

Academics are also expected to devote some of their time to service. Within a department and
college are committees that study such matters as curricula, promotion and tenure, recruiting and hiring, and
other policy-related issues. There are also committees in the college and university that require faculty
participation. Committee work is not particularly stimulating, but most professors recognize its importance
and know that responsible individuals must do the work. Other forms of service include advising students
and writing letters of recommendation for jobs and graduate and professional schools.

Service is usually divided into service to the department, service to the college, and service to the
university. Most schools also give some credit for public service, or essentially volunteer work in the
community.

Another form of service is service to the profession, which could take the form of serving on a
committee or as an officer for a professional society such as the American Finance Association or Financial
Management Association. Professional service is never mandatory. Most people do it out of a sense of
wanting to help their profession and realizing that the decisions made by these societies affect all members
of the profession. Nonetheless, one can choose to do a lot or not much of this type of service. One of the
most common forms of service is journal refereeing. Once an academic becomes known as an expert in a
particular area of research, they will usually be called upon to referee papers. It is time-consuming and
challenging work, but refereeing is necessary work in order to establish standards for publication of
research. Being asked to be a referee is a compliment paid by a journal editor. Another common form of
service to the profession is writing letters for other schools to evaluate candidates for promotion and/or
tenure at those schools. These evaluations involve examining the research of a candidate and commenting

on its quality and significance.



3. The Training Required for Finance Academics

Becoming an academic in finance requires a PhD degree. The standard time required to complete a
program is four years beyond the masters. With a masters being one to two years, the total amount of time
required in graduate study is about six years. In reality, however, most students seem to require five years in

a PhD program.

3.1 PhD in Finance Coursework

A finance PhD program generally consists of two years of coursework, which normally includes
Courses in microeconomics, macroeconomics, econometrics, and a slate of finance seminars. These seminars
are extremely advanced courses that place considerable emphasis on learning the literature in the field. A
student may also take some masters’-level courses in finance to fill in gaps and perhaps some course in
statistics.

The finance seminars will generally be on the topical areas of corporate finance, asset pricing,
banking and financial institutions, and perhaps some other specialized areas. A finance PhD program almost
always also includes weekly meetings with faculty and seminar presentations of the faculty and doctoral
students. It is becoming increasingly common for students to write a paper during the summer after their
first year of course and present the paper in the fall at a seminar. This is called the first-year paper. There
will also likely be a second-year paper as well.

3.2 Comprehensive Exam

After the coursework is completed, the student must take a lengthy and comprehensive written exam
over the entire field of finance. This exam is sometimes called a comprehensive exam (a.k.a. “comps™), field
exam, qualifying exam, or general exam. 1o

Some schools use an alternative approach of requiring an extensive and original research paper
accompanied by a presentation or oral defense as this type of exam. This approach has the advantage of
placing more emphasis on research but the disadvantage of not fully certifying that the student has acquired

the foundational knowledge of the field.

3.3 The Dissertation
After successfully passing the exam, the student advances to the dissertation stage and is designated
as ABD (All but Dissertation). The student then undertakes an extensive and detailed work of original

research.!! The student finds a professor to be their advisor and also forms a committee of other professors

10A few schools also require an oral exam instead of or in addition to the written exam.

11The student writes the dissertation under the supervision of the faculty, led by a dissertation advisor or director and a committee of
at least four more professors. The student is responsible for developing a working relationship with a professor and convincing the
professor (and the committee members) to agree to oversee the dissertation. The actual idea for the project should come from the
student, but it is not uncommon for the dissertation director to give the student the idea or at least some direction that leads to an
idea.



in the department with usually at least one professor outside of the department. It is also possible to use a
professor outside of the university or even a retired professor.

For many decades in the history of academic finance, a dissertation was a single work with a title,
such as “The Effect of Capital Structure Decisions on Mergers and Acquisitions.” In the last couple of
decades, finance dissertations, and those in many other fields, have now taken the form of two to three
essay-type papers that can be on quite different topics. Thus, the title of a dissertation might be something
like “Three Essays in Corporate Hedging Practices.” The change to this form occurred out of a recognition
that the ultimate objective of a dissertation is not just to satisfy a committee and a university that the student
can conduct original research but to produce work that can be used to obtain a job and that will ultimately be
published. Under the old model, it was necessary for the student to carve out one or more articles from the
dissertation. In the essay model, the articles are simply written and then combined to form the dissertation.

One of the essays will typically be chosen as the student’s Job Market Paper or JMP. The essays
will later be further edited and evolve into research papers that would be submitted to journals.

After the dissertation is complete, the student takes a final oral exam involving the defense of the
research. While the idea of an oral exam may seem daunting, life as an academic heavily revolves around
undertaking and defending one’s original research. Moreover, by the time the dissertation is completed, the
student has already spent one to three years on the project and has responded to numerous questions from
the dissertation advisor, committee members, other faculty, and the faculty of schools at which he or she is
interviewing for a job. An oral defense of a dissertation, while seemingly a stressful event is actually almost

anticlimactic, as the student has already defended their work before prospective employers and their advisor.

3.4 Assistantships

As noted previously, most PhD students hold assistantships in which they work for a professor
assisting them in teaching and/or research. These assistantships pay small salaries but usually offer waivers
of some or all tuition.'2 These assistantship positions are sometimes called graduate assistants (GAS),
research assists (RAS), and teaching assistants (TAs), but the distinction is minor. In a given term a student

might assist in both teaching and research.

3.5 Post-Docs

In some fields, particularly the sciences, students are not considered eligible for a tenure track
position upon completion of the doctorate. These students then have to find temporary jobs, called post-
docs, as researchers at other institutions. While post-docs pay more than graduate assistantship salaries, they

pay less than that of assistant professors. Post-doc positions are used to further train the person and establish

12Tuition waivers are becoming increasingly common. Although PhD students usually pay university fees, which can be quite large,
most students can earn a PhD without paying any tuition.

10



some direction for their research program. In finance, however, holders of a doctorate are generally eligible

for tenure track positions.'s Post-docs are quite rare in this field.

4. The Risk of Getting a PhD

I would be remiss if | did not say a word or two about the risk of a Ph.D. program. We are, after all,
in the business of studying risk and such concepts as risk management. A prospective Ph.D. student should
be aware that there are two types of risks he or she will face. One is failure to complete the program, either
because the student voluntarily leaves the program or the student is required to leave the program. There are
quite a few students who do not complete the program, though | suspect it is probably not more than a
fourth. Some students simply find that the Ph.D. program is not what they expected. One of my fellow
students told me he had thought it was more of a super-MBA, which it clearly is not. Others just find that it
is too grueling. The time requirement and pressure, not only on oneself but also on the family, are
sometimes too much to bear. Of course, some students, as much as they want the degree and as hard as they
work, will not make it through the program. Sometimes that is just a case of taking on a program that is too
hard or one in which the other students in the program are so much better that it is difficult to keep up. In
that case, a student may leave or be forced to leave, but other schools may be better fits so leaving a program
does not mean never getting the degree. Sometimes there are just personality clashes with faculty or fellow
students. It is no disgrace to not finish a Ph.D. program, but it is certainly best to find out early if that’s
likely to occur.

The other risk is not finding a job. This is a huge risk in some fields but far less so in finance, as |

will discuss in some detail in the next section.

5. Job Prospects and Finding a Job

Job prospects in finance are generally quite good, though they may weaken when markets are down
and the economy is poor. Finance is an increasingly popular subject in business schools and requires a
growing contingent of professors. Because most holders of bachelors, and master’s degrees with finance
concentrations prefer to work in the financial world, few go on for a doctorate, and shortages of finance
faculty are common. As a result, there are numerous job opportunities, not only in academia but also in the
business world and government. Finance PhDs frequently work for Wall Street firms and for organizations
such as the Federal Reserve, the Securities and Exchange Commission, and the World Bank. Finance
professors do not often go to work for non-financial corporations. Most PhD programs train their students

with the intent of having the student go into academia. Non-academic opportunities for finance PhD students

13In some respects, the fifth year in a PhD program that is commonly taken by finance students is similar to a post-doc.
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are, however, growing in number, indicating that the skills learned in PhD programs are valuable beyond
academia.

Job openings are usually posted on the web site of the Financial Management Association (FMA),
and schools buy advertisements in the weekly Social Science Research Network’s email newsletter for
finance.'+ . Candidates can also place their curriculum vitae into an FMA-managed web site. In the pre-
Covid era, most job interviewing was done at the two main conferences the Financial Management
Association (FMA) meeting, held in October, and the American Finance Association (AFA), held in
January. Since Covid, however, more and more interviews are conducted outside of these meetings in a
virtual framework. Candidates read about openings and typically simply apply through a university’s
employment portal. The opportunity for virtual interviews is beneficial for the school and the candidate,
because in the past, the faculty of these schools and the candidates spent most of their time at conferences
doing interviews instead of availing themselves of the offerings of the conference.

Sometimes there is more than one round of virtual interviews. Candidates who make it through the
screening process are invited to campus for usually a two-day interview process. These trips used to be
called campus visits’ but are now known more as flyouts, But in any case, they are job interviews. The
candidate meets with the faculty and sometimes graduate students. The most important event is the seminar,
where the candidate presents a paper from their research. The presentation may seem like a grilling but in
fact, other scholars often come to campus at other times, meet with the faculty and present their research in a
similar manner.

Job offers begin to go out in February and the process may last several months. There is a game-
theoretic tension between candidates and employers. Employers have certain candidates they prioritize.
Candidates have certain schools they prioritize. Oftentimes these priorities do not intersect. A school may
want a candidate badly, but that candidate may have that school low down their list. And vice versa. There is
so much asymmetric information that neither knows exactly where they stand with the other.

Moreover, the market may not ever actually clear. That is, some schools may not fill a position, and
some candidates may not get jobs. This can occur simultaneously primarily because the remaining
candidates are not deemed a good fit for the school. So what happens then?

A school may declare a failed search meaning that they choose to re-enter the market the following
year. There is some risk here. The candidate pool may not be any better the next year, and the competition
may be challenging. Sometimes the school needs to fill the position for teaching purposes and may do so
with a visiting faculty member. Some visiting faculty members are looking for another position and might

find the opportunity to teach somewhere else a chance to prove themselves to another school. Sometimes a

14 The Social Science Research network (SSRN) was originally created as the Financial Economics Network(FEN) and primarily
serves as a repository for and means of distributing research papers that have not as yet been published. SSRN has expanded into
many other fields, including economics, management, humanities, medicine, etc.
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newly minted PhD who does not get a job is hired with the understanding that it is a visiting slot. That
person is likely hoping that they will be a serious candidate at that school the following year. Sometimes a
school hires its own PhD graduates who may have failed to get a job as short-term visitors.

Finance salaries are among the highest in academia and seem to rise rapidly. The salary covers one
academic year (nine months) of employment, but an offer also typically includes an additional 1/9 or 2/9 of
what is called summer research support. This is a salary supplement that pays the person for doing research
in the summer, which they would do anyway. It is simply a way for universities to be more competitive.
These grants are usually guaranteed for the first three years and may go longer. It is also reasonable for a
candidate to ask for an allowance for moving expenses.

6. Career Development Opportunities

Academia offers excellent opportunities for an exciting career. One of the great benefits of academic
life is the travel. In the corporate world, travel is usually mandatory. You go when, where, and as often as
the company wants you to. In the academic world, travel is mostly optional.

6.1 Travel and Conferences

There are numerous academic conferences in interesting locations in the U. S. and internationally.
You choose which ones you want to attend. Funding can be an issue, but most schools do provide some
funding for travel. Conversely, a person who does not like to travel can choose to travel little or none at all.
It should be noted, however, that faculty members, especially non-tenured ones are expected to present their
work at conferences.

Of course, for a university to justify covering expenses for a professor to attend a conference, that
person must get their paper accepted at the conference. Conferences vary widely in how difficult it can be to
get a paper accepted. The most prestigious conferences are extremely competitive, in some cases more so
than the journals. But for the most part, there are plenty of conferences in interesting locales that one can get
on the program and attend.

Conference participation is important in meeting other academics with similar interests which can
sometimes lead to sharing ideas and working together on projects. Conferences also are a great way to get
your research out to the rest of the world. A typical academic conference involves researchers making brief
(15-20 minutes) presentations summarizing their papers. Another expert, called a discussant, has been
identified in advance to read and evaluate the paper and give a short review. This process is sometimes
followed by a few minutes of discussion with the audience, which consists of other researchers.

On a personal level, being allowed to choose which conferences to attend affords an opportunity to
visit, see many interesting places, and take in the local culture. If one takes family members, one would have

to cover their costs themselves, but it is a great opportunity for a spouse and children to travel.
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6.2 Visting Positions

As noted above, many academics take occasional visiting positions, which offers an opportunity to
retain your current position, while working and drawing a salary from another school. The change of
scenery can be invigorating. Also, visiting positions can sometimes be arranged at very prestigious schools,
affording an opportunity to, at least temporarily, be on the faculty of a more renowned university. These

leaves of absence are also sometimes used to work in industry or in government.

6.3 Sabbaticals

Most universities offer professors the opportunity to take a paid leave of absence. The usual
arrangement is one semester off of teaching and other duties at full salary in exchange for a promise to
engage in scholarly activity, which is typically research. These opportunities are sometimes called
sabbaticals, which comes from a Latin word related to the number seven. In a few schools, these leaves
were automatically granted every seven years, but that is somewhat rare. Leaves are negotiated between
faculty member and school. Sabbaticals are fairly common in academia, but they are very costly to the
person’s department. Universities claim that they offer sabbaticals, but they rarely allocate additional
resources to a department to cover the classes and other work the faculty member is not engage din. Hence,
the cos of sabbaticals is born by students, through larger classes and less access to professors, and through

colleagues, who may have to fill in on committees.

6.4 Seminars

Most departments that have doctoral programs invite academics from other schools to visit for a day
or two and make a presentation of a research paper. These presentations are called seminars, are often held
on Fridays, and afford an excellent opportunity to meet with other academics who are oftentimes quite
distinguished scholars. Meeting other scholars can be an entry point for developing new collaborations.

Also, you yourself may have an opportunity to present a paper at another school.

6.5 Supervising Graduate Students
For schools with doctoral programs, a finance academic can nearly always work with and supervise
graduate students. These students are usually very talented and motivated. Teaching at a school with a

doctoral program is a great attraction and affords many benefits.

6.6 Journal Editorship
Some academics choose to become editors of journals. An editor receives submitted manuscripts,
selects referees, sends out the papers for review, receives and evaluates the referees’ reviews, makes

decisions on whether to publish the papers, and supervises the production of the journal. The work of an

14



editor is very demanding. Because of limited space, an editor must reject the majority of papers and

ultimately deal with frustrated authors.

6.7 Book writing

Some professors write books. Textbooks, especially in subjects that are taken by a large number of
students such as introductory corporate finance and investments, can be very successful and profitable, but
most textbooks offer a fairly low return on the amount of time spent. Textbook writing, however, is valuable
for increasing one’s name recognition. In contrast to the difficulty of getting published in high quality
journals, almost anyone who wants to write a textbook can find a publisher. Some professors write books for
a professional audience, where the purpose is almost exclusively to establish a reputation in the financial
world as an expert. Some professors write very short books, called monographs, which are usually less than
100 pages.

6.8 Consulting and Corporate Training Programs

The recognition a professor establishes can lead to opportunities for consulting, where businesses
and other organizations pay a professor to work on a particular project. A very common form of consulting
is expert witness testimony in lawsuits. Finance professors are frequently called upon to evaluate the
financial aspects of an arrangement or transaction that is in dispute. Some professors teach in training
programs for businesses and organizations. These programs can be done independently or in conjunction
with training programs offered by the university. Consulting and training programs offer opportunities to
significantly increase one’s income. But it takes special skills that many academics do not have, such as the
ability to see the world the way practitioners see it. Technical jargon and abstract concepts have no place in

practitioner teaching or consulting.

6.9 Academic Administration

Some academics choose to become administrators. There are normally many opportunities to go
into academic administration in the form of department head, associate dean, or dean. Opportunities also
exist to go into administration elsewhere in the university. The typical administrator is a tenured full

professor, but some tenured associates go into administration.s

7. The Downside of Academic Life

Warning: | am going to be quite candid in this section.
Probably one of the biggest complaints from finance academics is salary compression. While entry

level salaries are usually quite high, year-to-year raises are usually relatively small, especially in state-

15 An associate dean is a college administrator who is a tenured faculty member. Another position called assistant dean is a college
administrator who is not a tenured faculty member.
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controlled systems, where politicians have been known to balance state budgets by cutting funding to higher
education. As a result of the slow rate of growth of one’s salary, experienced faculty often find their salaries
lagging behind those of new faculty. This is true even for very productive senior faculty. Universities seem
willing and able to pay the necessary rate to hire new faculty, but salary adjustments to retain faculty are
more difficult to obtain.:s

Another disadvantage of academic life is that non-academics often believe that academics are paid-
full time salaries for what amounts to part-time work. This perception, of course, arises because most
academics teach only a few classes each week and have holiday breaks and summers free of teaching. Non-
academics do not recognize the other activities academics engage in and how hard many academics work.

Nonetheless, there are plenty of tenured faculty members who provide fodder for those arguments.
There are some tenured professors who do almost nothing but teach their classes. They are rarely available
for students and colleagues, do not write papers, attend conferences, and participate in departmental
seminars. They either rarely serve on committees or do such a poor job that no one wants them on a
committee if the committee is particularly important.

But academic life involves much more than just teaching and to those who want to be intellectually
stimulated, you can hardly find a better career. Those who criticize academics for having an apparently easy
life should also recognize that teaching is equivalent to being forced to stand up in front of a group of
reasonably intelligent people and give quality presentations several times a week. Given the average
person’s aversion to, if not fear of, public speaking, considerably more respect for the work of academics
would seem to be in order, though not likely forthcoming.”

For the most part, academia is a well-respected profession. Non-academics normally think that
professors are extremely intelligent and are experts in their field. But there are some who view professors as
disorganized egg-heads, living in a make-believe world.!s Our language even uses the idiom “it’s academic”
to refer to something that does not really matter on a practical level. It is up to the professor to make sure
that they do not lose touch with reality. And whether they do or do not lose touch with reality, academics

can live comfortably in their environment in spite of criticism from outside.

16]n all fairness to universities, it should be noted that, as in any labor market, salaries are paid that are sufficient to hire and retain
the necessary personnel. The hiring market is much more competitive than the retention market. There is considerably more
resistance to a faculty member leaving than there is to one merely deciding to come. Therefore, fewer inducements are needed to
retain than to acquire. This point is true in the real world as well. Getting an offer from another employer is the primary method of
demonstrating your value to your employer, whether in academia or the real world.

17Academia is not the only career that gives this impression. Some members of the clergy conduct religious services only once or
twice a week but spend extensive amounts of time doing related work that is not apparent to most people.

15The image of an academic is all too-often personified by the noted professor Albert Einstein. Perhaps one of the most brilliant
human beings of all time, Einstein gave the (highly accurate) impression of a man who could barely function at a practical level.
Because Einstein is so familiar to the general public, he has left an indelible mark on society’s image of professors. Just as there are
very few professors as brilliant as Einstein, there are very few that eccentric. Some individuals would say that professors as a whole
are people out of touch with reality who could not function in the “real world,” which is why they chose academia. There are those
who believe that academics, being associated with high intelligence, have large egos. But I suspect the majority of academics are
just like people in other professions. They have families, they work, and they have plenty of non-academic interests as well. And
while large egos are common in academia, professors hardly have a monopoly on this personal trait.
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Another common problem observed in academia is that it is a profession in which the younger and
less experienced you are, the more you are valued. Likewise, the older and more experienced you are, the
less you are valued. This characteristic of academia occurs because of tenure. Young, inexperienced,
untenured faculty members can be terminated if they do not produce. They are paid largely for what it is
hoped they will produce in the future. Older faculty members are usually viewed as having passed their
prime. They are paid for what they have produced, not what they will produce. Consequently, they are
viewed as expensive and not expected to contribute much to the research mission of the department.

In the real world, it is virtually the opposite. Age and experience are highly valued qualities, as they
should be. Someone who has performed well over a long career is likely to continue to perform well. An
unproven youngster may do well or may do poorly. In the real world, hiring decisions need to be right a lot
more often than wrong. Bad academic hiring decisions have few consequences.

Perhaps one of the reasons academia is like this is the obsession with publishing. In schools that
place a lot of emphasis on getting articles into top level journals, a scholar is a lot like a field goal kicker in
football. A field goal kicker is in the game for only a small fraction of the entire game. The kicker’s job is to
kick the ball through the uprights. Either he does or he does not. His reputation is completely determined by
his success ratio. And, most importantly, he is only as good as his last successful kick. A scholar is much the
same. Most schools reward you largely for your success in publishing in journals with high standards. As
soon as you get such an article published, your clock starts ticking again. If there is a long period between
such articles, you are like the field goal kicker whose last successful kick was, well, awhile back. It is
virtually impossible to pursue a career in which you diversify into a variety of challenges without greatly
jeopardizing your chances of changing jobs. The higher up you go and the most ticks on the clock, which
will occur unless you devote virtually all of your time to publishing in top journals, the fewer jobs there are.

The truly talented in academia will often find themselves bored. Their salaries will lag greatly
behind their worth in the real world. Disillusionment and monotony can easily set in. Teaching the same
courses year in and year out can get tiresome. But | suspect the academics who become bored are normally
those who would probably be bored with any job. Academic life allows so many opportunities to acquire
new knowledge, to revise and improve courses and develop new ones, to conduct research in new and
fascinating topics, and to travel and engage in other stimulating intellectual activities. Boredom is common
but will happen only if the person lets it happen.

Finally I must add that one other disadvantage of academia is something I find amusing. Hence, |
might view it as an advantage. Academics are frequently an extremely whiny group of people. They will
chronically complain and get their feelings hurt over the most insignificant issues. The faculty coalesce into
groups called faculty senates and spend much of their time complaining about administrators. There is a

humorous saying that goes, “In academia, the politics are so vicious because the stakes are so low.” | am not
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sure the stakes are that low. Certainly the monetary rewards are few, but these rewards can be large to the
individual.

I find their complaints amusing. Many academics would have a hard time functioning in the real
world, where tenure is nonexistent, there is a dress code, and freedom of speech is not a license to criticize
your employer. The entertainment value of working in this environment is not to be underestimated and the

amusement of observing such childish behavior over the most trivial things is not to be unappreciated.

8. A Few Final Words

The road to an academic career is long and demanding but what waits at the end can be worth it.
Academic life in general is a great career. Working conditions could not be better. You have tremendous
flexibility in your time. Though you do need to be in your academic office enough hours in a week that
people can meet with you, you can work at home a great deal. As long as you get your classes taught, your
grades turned in, and your committee work done responsibly, you can do your remaining work, which will
mostly be research, according to whatever hours, days, weeks, or months you desire. This flexibility means
that it is a great job for a family-oriented person, because you can oftentimes be available for your children
during the day, such as for events at their school. You have the freedom to work on whatever topics in your
field interest you. Academic life in finance is probably even greater. Job prospects are excellent, and entry-
level salaries are good. The field is exciting, dynamic, and extremely practical. Opportunities for growth as
an expert in your subject are never-ending.

While in some disciplines, there are people who invest considerable amounts of time and money to
obtain a doctorate from a prestigious university only to find few jobs available, finance academics are
generally a very satisfied group. | say this from only personal observation. While there is whining and

complaining, virtually no one that | know regrets this career choice.
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