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ABSTRACT
In recent decades, corporate net lending has been increasing in several developed countries.
This paper discusses the impact of financialisation and income distribution on the level of net
lending of listed non-financial corporations in G7 countries. We argue that financialisation
affects the level of corporate net lending through firms` re-organisation towards a model of
accumulation based on the maximisation of “shareholder value” and through its negative
impact on investment. Moreover, the reduction in the wage share can increase corporate
capacity for liquidity accumulation, thus increasing the gap between corporate savings and
investment, contributing to the rise in net lending. We test our hypotheses using panel data of
publicly listed non-financial corporations for the period 1990-2015. According to our findings
the process of financialisation has a positive impact on the level of net lending after 2001, while
the wage share at the firm level has a strong negative impact on the level of net lending
throughout the whole period.
Keywords: Corporate net lending, Financialisation, Functional income distribution, Firm-level
analysis
JEL codes: O16, E21, E22

1. Introduction
The private corporate sector is usually thought to be a net borrower from the rest of the
economy (Cesaroni et al. 2017, p. 5). However, in the last two decades, the corporate sector in
many developed countries has shifted from net borrowing to net lending positions. Corporate
net lending (net borrowing) is measured as the difference between corporate savings and
investment in physical capital. Broadly speaking, the increase in this gap is associated with
firms accumulating a huge amount of cash without a corresponding expansion in productive
investment. This quite unprecedented situation has attracted the attention of media around the
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globe.1 Despite this interest, however, the academic literature that has addressed the issue is
still limited.
The existing research on net lending has explored hypotheses based on factors such as
economic volatility, uncertainty and financial constraints (Brufman et al. 2013), deleveraging
(Saibene 2018), internationalisation of production (Cesaroni et al. 2017) and profitability
(André et al. 2007; Dao and Maggi 2018). Remarkably, some of these hypotheses are not
supported by empirical tests. This leaves the door open for the exploration of alternative
explanations for the rise of net lending.
This paper focuses on two alternative and largely unexplored hypotheses behind the rise of
corporate net lending. First, it evaluates the role played by financialisation in the rise of net
lending. Some authors (Gruber and Kamin 2015) have considered the possible link between
financial payouts and net lending. However, an exhaustive exploration of the link between
financialisation, financial payouts and net lending is still missing. This paper contributes to
filling this gap by analysing the rise of net lending through the lens of the financialisation
literature. It stresses that the maximisation of shareholder values contributed to a modification
of the firm's traditional role and functions (Lazonick and O’Sullivan 2000) and impacted
negatively on the accumulation of physical capital (Orhangazi 2008a). Consistent with this
approach, this paper appraises to what extent financial payouts (in the form of dividends and
share repurchases) affect the level of net lending. The rationale behind this hypothesis is that
the modification brought by the process of financialisation to the functioning of contemporary
firms, in particular with respect to the desire to increase financial payouts (Froud et al., 2006;
Lazonick, 2015) and the negative impact on investment (e.g. Stockhammer, 2004; Barradas,
2017), contributed to increasing the gap between savings and investment and hence resulting
in the rise of net lending.
The second aspect analysed in this paper is the role played by functional income distribution.
There is some evidence that the level of net lending for the whole corporate sector is positively
related to the profitability of the corporate sector (e.g. Cesaroni et al., 2017) and to profit share
(Behringer and van Treeck 2018) at the aggregate level. The paper extends this analysis by
focusing on the level of functional income distribution at the firm level. As is well known, in
the last four decades the share of wages over GDP decreased in all developed countries. The
shift in the distribution of income from labour to capital has implied a growth in profits and
corporate savings that, it is argued, has boosted the level of net lending.
To test these hypotheses, the paper employs non-financial corporations’ balance sheet data,
which have been extracted from the Worldscope database for the G7 countries during the
period 1990-2015. Our analysis shows that there was a widespread increase in both net lending
and financial payments among listed non-financial corporations (NFCs) in most countries,
especially after the dotcom crisis. At the same time, the wage share in our sample of firms
exhibits a generalised reduction in all countries. We further test our hypothesis through an
1

E.g. Krugman (2013) and Davidson (2016) in The New York Times.
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econometric exercise. According to our findings, both financialisation and the wage share
impact on the level of net lending. Financial payouts are positively related to the level of net
lending, while the wage share is negatively associated with it.
The remainder of the paper is organised as follows. Section 2 reviews the existing research on
net lending and relates it to the literature on financialisation and income distribution. Section 3
presents the dataset and provides a descriptive analysis of the variables of interest. Section 4
presents the econometric analysis, and section 5 summarises the main results, including some
policy implications.
2. The emergence of corporate net lending
Existing hypotheses for the rise of corporate net lending
The rise of corporate net lending is attracting the attention of an increasing number of scholars.
A first hypothesis to explain this phenomenon is based on the role played by uncertainty and
economic volatility. The idea behind this hypothesis is that firms hoard savings for
precautionary reasons. A more uncertain economic environment pushes firms to accumulate
cash if they fear they will have to face unpredictable economic downturns. This argument
originates in the literature on cash holding, where this hypothesis has been explored extensively
(e.g. Baum et al. 2006, Bates et al. 2009). This evidence may suggest that the findings could
be usefully extended to explain the rise of net lending. However, as noted by Gruber and Kamin
(2016, p. 786),
there is no direct relationship between corporate net lending and cash hoarding. For
example, if corporations desired to strengthen their liquidity positions, they could
issue long-term liabilities and acquire liquid assets, without any change in their net
lending positions. By the same token, if corporations boosted their saving relative
to investment but used these extra resources to repay debt, this would show up as a
rise in net lending but no change in their cash holdings.
Contrarily to the literature on cash holding, the literature on corporate net lending has mostly
rejected the validity of this hypothesis. Brufman et al. (2013) show that highly volatile firms in
five developed countries are negatively related to the level of excess saving, not positively as
would be expected. These authors also find that financially constrained firms record lower
levels of net lending. Gruber and Kamin (2015) test this hypothesis for the aggregate corporate
sector of G7 countries for the period 1995-2014. The authors conclude that the substantial
change in the path of investment was not a result of precautionary motives, but rather a
consequence of the low economic growth that followed the global financial crisis. Evidence
against the hypothesis is also found by Saibene (2018). Out of nine different indicators
considered by the author, only two are positively and significantly related to net lending, while
the others record a negative or non-significant relationship.
Another hypothesis explored by Saibene (2018) is that excess saving represents a reaction to
the level of indebtedness accumulated during the 1990s. The high levels of indebtedness
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recorded during this decade may have motivated a desire to reduce leverage ratios. The author
tests the deleveraging hypothesis using a sample of American listed firms. He shows that there
was a decline in the leverage ratio among smaller firms, but in aggregate the leverage level is
steady or increasing. Since the level of aggregate deleveraging maintained a constant level
(particularly for bigger firms) it is hard to associate it with the rise in net lending. The author
concludes that “there is no sign of deleveraging on aggregate so that the increase in net lending
does not seem to have much in common with the choice of the capital structure” (Saibene 2018,
p. 10).
Another group of contributions focuses on the role played in increasing profitability. The
rationale behind this hypothesis is that higher profits are likely to fuel corporate saving,
inducing a positive effect on net lending. Among the first authors to deal with this topic, André
et al. (2007) suggest that saving is connected to the evolution of profits and changes in income
distribution: “corporate saving was mainly driven by increasing profit shares in most countries,
possibly related to a degree of wage moderation, and lower interest rates” (André et al., 2007,
p. 5). An analogous approach is also pursued by Cardarelli and Ueda (2006), who report that
profitability has increased markedly in most G7 countries. The authors suggest that this trend
can be accredited to lower tax and interest payments and, to some extent, to profits originating
in other countries. Dao and Maggi (2018) find a positive link between profits (proxied by the
cash flow of the firm) and net lending.
In conclusion, while the existing literature offers evidence of the link between profits and net
lending, other hypotheses (deleveraging, uncertainty) find little or no empirical support,
leaving considerable space for exploring alternative hypotheses. The next subsection proposes
two alternative drivers of net lending: the process of financialisation and functional income
distribution. By drawing on these two streams of literature, we outline how financialisation
and income distribution could impact on the level of net lending

Alternative interpretations of the rise in net lending
Financialisation
Financial payouts are usually not included in the debate on corporate net lending. To the best
of our knowledge, the only exception is Gruber and Kamin (2015), who consider the role of
dividends and share repurchases to argue that the increase in financial payouts is inconsistent
with the precautionary motives mentioned in the previous section. However, these authors do
not posit a direct link between payouts and the rise of net lending. To discuss the theoretical
nexus between financial payouts and net lending we draw on the financialisation literature.
This stream of research argues that the crisis of accumulation in the 1970s, as well as the
subsequent deregulation of the economy and the financial market, had a profound impact on
several spheres of economic activity and on the modality in which firms operate. These changes
have attracted the attention of scholars who have studied this phenomenon from a variety of
angles (see van der Zwan 2014, Ioannou and Wójcik 2019). For the purpose of our paper, we
4

focus on two complementary channels through which the process of financialisation could
impact on the level of net lending: (1) changes in firm governance, and (2) changes in corporate
investment patterns.
The financialisation literature on firm governance, originating from the work of Lazonick and
O’Sullivan (2000), maintains that since the and of the 1970s there has been a major overall
change in the internal organisation and operation of the firm. Until then, firms were
characterised by a “retain and reinvest” business model in which earnings were mainly spent
on acquiring physical capital to expand production. With the process of liberalisation and
deregulation of the financial sector, firms progressively moved towards the so-called
“downsize and redistribute” regime. Within this paradigm, physical accumulation and output
growth ceased to be the firm's only aim. In order to satisfy shareholders’ interests “top
managers downsize the corporations they control, with a particular emphasis on cutting the size
of the labour forces they employ, in an attempt to increase the return on equity” (Lazonick and
O’Sullivan 2000, p. 18). As a result of this process, managers’ interests aligned with those of
shareholders (Froud et al. 2002). Under the downsize and redistribute regime, real growth of
production is considered subsidiary or complementary to financial well-being and shareholders'
satisfaction in the short-run (Orhangazi 2008b, p. 61). These mechanisms is reinforced by the
diffusion of stock-option pay for managers. Under such a scheme of remuneration, CEOs’
income depends strongly on share prices so that managers who have an interest in increasing
share performance (Gleadle et al. 2014).
These considerations are linked to the second channel through which financialisation can affect
net lending, i.e. the impact on investment. Orhangazi (2008b, chap. 5) highlights two main
modalities through which the financialisation of the economy impacts on capital accumulation.
The first one involves the crowding out effect on investment. If profit opportunities in financial
markets increase compared to those in productive activities, firms will have an incentive to
devote a larger share of their disposable funds to financial operations. The second modality is
linked to the desire of financialised-firms’ managers (whose compensation depends on the
share prices) to accrue financial payments in the form of dividends and share repurchases. On
this basis, Almeida (2019) finds evidence of the negative link between earnings-per-share
targets and physical investment.
As a consequence of the intensification of the process of financialisation and the consolidation
of shareholders’ power, the demand for distributed dividends and other financial instruments,
such as buybacks, was expected to rise (Hein and van Treeck 2010, p. 215). Eventually, this is
what happened in most developed countries. Between the beginning of the 1990s and 2007, the
amount of dividends paid in relation to the gross operating surplus more than doubled (Onaran
et al. 2011). At the same time, share buybacks became an important instrument, especially in
non-European countries. Although companies may wish to repurchase their share to modify
their capital structure, independently from the desire of affecting their price, the financialisation
literature stresses that share repurchases became a useful tool to manipulate share prices
(Lazonick 2017). Almeida et al. (2016) find that firms are more likely to repurchase their shares
5

if share prices fall below the earnings per share forecast. More importantly, the authors
mantains that it is not the lack of profitable investment projects that drives this behaviour, but
the will of firms to increase their earnings per share. Additionally, this process also affects real
variables, as it has a negative impact on investment, employment and R&D expenditure. It
should be noted that this reduction would not have occurred in the absence of share repurchases
since companies “are willing to trade off employment and investment for stock repurchase”
(Almeida et al., 2016, p. 184). Overall, the alignment of interests between managers and
shareholders pushes the former to nurture and maintain high the level of financial payments.
The negative link between financialisation and investment is corroborated by numerous studies
that explore the relationship between the rise of financialisation and capital expenditure
(Stockhammer 2004, Orhangazi 2008b, 2008a, Barradas 2017, Tori and Onaran 2018b among
others).
From our perspective, the changes in firms’ behaviour and investment patterns represent two
complementary channels through which the process of financialisation boosts firms' net
lending. In order to maximise shareholder value, the desire of firms to increase financial
payments should be reflected in higher disposable liquidity that is employed in the payment of
financial payouts. Additionally, it is possible to establish a negative relationship between
financialisation and investment. Since physical investment is one component of net lending,
the depressive role that financialisation has on investment contributes to the increase in net
lending. As previously mentioned, the process of financialisation is accompanied by higher
financial payouts. Therefore, a positive relationship is hypothesised between the process of
financialisation, that can be proxied by financial payouts, and net lending.
Functional income distribution
The second aspect considered in this paper is the role of functional income distribution. The
idea that changes in functional income distribution may influence the level of net lending is not
entirely new in the literature. Cesaroni et al. (2017) use fixed effects regressions based on
aggregate data for the whole corporate sector of 16 countries between 1995 and 2014 to test
the impact of the internationalisation of production on the level of net lending. They find that
the increase in net lending can be partly associated with firms that move production to third
countries in order to to exploit lower production costs, thus allowing firms to grow their profit
margin. Another relevant study was published by Behringer and van Treeck (2018). While
discussing the relationship between income distribution and current account, the authors
provide econometric support for the negative relationship between the wage share and
corporate net lending at the aggregate level for 20 countries. Despite these antecedents, no
study explores the link between functional income distribution and net lending at the firmlevel.
Looking at the broader picture, it is to ask how these distributive changes can impact on
corporate net lending. Considering our research focus, it may be expected that the rise in the
profit share may drive up profits, which translates into higher savings, with a final positive
effect on the level of net lending. As noted by Barkai (2016), the reduction in the wage share
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is consistent with the increase in profits recorded in the last 30 years. Therefore, it is to expect
a negative relationship between the level of wage share at the firm level and net lending.
The impact on profits and corporate savings is not the only way that income distribution can
affect net lending. Changes in income distribution could also impact on the process of capital
accumulation. The final impact on investment, however, can be ambiguous and depends on the
assumptions made regarding the mode of accumulation (Behringer and van Treeck 2018). For
some authors, higher profitability can drive up the level of investment and growth (Onaran and
Galanis 2014). If this is the case, a reduction in the wage share leads to higher investment, with
the result that the final effect on net lending is not necessarily negative. However, the positive
relationship between labour share and net lending is possible only if there is an inverse relationship
between accumulation and labour share and if this effect offsets the positive impact of lower wage
shares on corporate saving. On the other hand, if the increment in savings is not equally
translated into investment, firms experience an expansion in net lending. Hence, a fall in the
wage share could also negatively affect the rate of physical accumulation because of the lower
aggregate demand and consequent investment associated with it (Lavoie and Stockhammer
2013). To sum up, the reduction in the labour share can affect the level of net lending in
multiple ways, inducing a rise in the level of savings and changes in investment. One of the
objectives of this paper is to corroborate how these mechanisms work at the firm level, and
whether income distribution has played a significant role in the level of listed NFCs' net
lending.
In conclusion to this section, the possible impact on the level of net lending deriving from the
process of financialisation and the reduction in the wage share is summarised in Figure 1. Both
financialisation and income distribution changes can affect savings and investment. However,
as discussed above, the effects of distributive changes on investment (and net lending) depend
on the assumptions made about how investment reacts to the rise of the wage share at the
aggregate level. Figure 1 assumes a reduction of investment following the reduction in the
wage share, which is one of the possible outcomes (since this relationship is not univocal it is
represented by a dashed line).
Figure 1. Financialisation and income distribution as drivers of the rise in net lending
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Source: Author’s elaboration
3. Dataset and stylised facts
In order to test the link between net lending, financial payouts and income distribution, we use
yearly data based on balance sheets of listed NFCs in G7 countries. Data were collected from
the Worldscope database. The dataset includes information for active and inactive nonfinancial firms only (SIC codes 100-5999) for G7 countries between 1990 and 2015.
Net lending is defined as the difference between savings and physical investment. The
benchmark definition of savings followed in our empirical analysis measures savings as the
sum of net income and depreciation and amortisation (D&A):
𝑆𝑎𝑣𝑖𝑛𝑔𝑠 = 𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒 + 𝐷&𝐴

1

This definition is based on that employed by the existing literature (Brufman et al. 2013;
Saibene 2018) which, at the firm level, define savings as net income plus D&A and dividend
payments. In contrast to this definition of savings, our measure does not subtract dividend
payments from net income to obtain corporate savings. The reason for this decision rests on
the treatment given to financial payouts (dividend payments and share repurchases) in the
analytical framework followed here. Grullon and Michaely (2002) hold that share repurchases
can be used as substitutes for dividends. Hence, dividend payments and share repurchases can
be viewed as alternative ways of returning savings to shareholders, and, from our perspective,
both are constitutive elements of the financialisation narrative (Milberg 2008). Moreover,
grouping together dividends and share repurchases to constitute firms’ financial payouts is a
common practice in the literature (Floyd et al., 2015). Therefore, it is our intention to determine
savings before share repurchases and dividend payments are realised, as we consider dividend
payments and shares repurchases to be two constitutive elements of the same process, i.e.
financialisation. In line with the financialisation literature (Orhangazi 2008b), the growth
(reduction) of dividend payments largely reflects the decision of the firms to satisfy
8

shareholders’ interests. Accordingly, it would be inconsistent to let the dividends affect the
measure of savings (and net lending) since “a change in preference for buybacks vs. dividends
would somewhat arbitrarily increase measured corporate net lending. Grouping dividends and
buybacks into ‘payouts’ avoids this arbitrary distinction” (Gruber and Kamin 2015, p. 8).2
In the case of capital accumulation, the definition of investment is more straightforward.
Investment is defined here as the acquisition of fixed assets of the firms. It is now possible to
calculate net lending (NL) at the firm level by subtracting investment from savings:
𝑁𝐿 = 𝑆𝑎𝑣𝑖𝑛𝑔𝑠 − 𝐹𝑖𝑥𝑒𝑑 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡

2

After obtaining the level of net lending at the firm-level, it is possible to identify some
descriptive trends of our main variables. Figure 2 shows the evolution of savings, capital
expenditure and net lending for the G7 countries in our sample of firms.
Figure 2. Average savings, investment and net lending by firm in each country (millions of
US$)

2

In order to ensure that this definition of savings does not alter the econometric results, regression analysis has
been realised employing also the definition savings used by other studies on corporate net lending, such as
Brufman et al. (2013) and Dao and Maggi (2018).
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Source: Author’s calculations based on Worldscope data
It can be seen that savings exceed capital expenditure in all countries in the sample. There is a
clear rise in net lending starting from the beginning of the new century when average savings
started growing significantly faster than investment. The levels of net lending decrease during
the global financial crisis period mainly because of the collapse in savings. The aftermath of
the financial crisis produces a very diverse scenario among countries. In the US, Italy and
Japan, savings and investment increased at a similar pace and net lending remained stable. In
10

Germany, the recovery of savings was accompanied by a decline in capital expenditure, while
French firms show the opposite situation, with a mild recovery of the levels of average
investment compared to average savings. An exception is represented by Canada, where
savings and investment had similar magnitudes until 2011, which produced small fluctuations
between net lending and net borrowing positions.
The reason for the peculiar pattern evidenced in Japan is because data in Figure 2 reflect the
fact that the number of Japanese firms nearly tripled between 1995 and 1996. The new firms
that entered the sample in these years had lower volumes of savings and investment, which
produced the reduction in the average levels of savings and investment. Figure 1A in the
Appendix depicts the total values of savings, investment and net lending by country. In this
figure it can be appreciated that the anomalous Japanese pattern in figure 2 disappears. Overall,
our sample of firms records an average positive net lending for almost the entire period in all
countries. Importantly, the level of net lending increases during the period, so that it is
significantly higher in the second half of the period than it was in the nineties.
Table 1 shows that there is a positive relationship between firms size and net lending. The total
sample of firms was divided into quintiles based on the volume of sales.3 For each quintile and
country we calculated the average level of net lending (net borrowing) expressed in millions of
dollars and as a ratio of total assets. The gap between savings and capital expenditure clearly
increases with the size of the company. Firms in the lowest quintile (Qt. 1) tend to be net
borrowers while the biggest firms are, in all countries, net lenders. The table also shows that
there is a sizable gap between the 4th and 5th quintiles. In all countries the difference between
these two quintiles is more than twenty times. These trends are also valid when net lending is
expressed as share of total assets. This confirms that bigger firms tend to have higher levels of
net lending.

3

Sales is chosen as a proxy of firms’ size and it was preferred to the number of staff because the Worldscope does
not allow one to distinguish between full-time and part-time workers and because of the higher availability of
data. Moreover, sales are commonly employed to proxy firms size in corporate finance research (e.g. Grullon et
al. 2019, Autor et al. 2020) and net lending literature (e.g. Dao and Maggi 2018).
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Table 1. Net lending by quintiles of sales (1990-2105)

US

Qt. 1
-8.2

Qt. 2
-9.5

Qt. 3
-11.8

Qt. 4
-5.1

Qt. 5
326.9

Net Lending over Total Assets
(Average by quintile, %)
Qt. 1 Qt. 2 Qt. 3 Qt. 4 Qt. 5
-30.6
-6.1
-1.7
0.2
1.9

UK

-4.0

-3.0

1.3

8.3

400.8

-16.3

-1.2

1.1

1.8

2.5

DE
-1.5
-1.3
1.3
9.4 245.4
-10.8
IT
-7.3
-2.3
-2.4 11.2 276.9
-7.5
FR
-2.7
1.6
4.1 13.3 396.9
-10.3
JP
-2.5
0.1
2.1
7.9
86.2
-5.6
CN
-7.8 -16.1 -21.7 -20.6
23.4
-28.7
Source: Author's elaboration based on Worldscope data

-2.6
-1.6
0.5
0.3
-8.1

0.1
-0.3
1.6
0.9
-2.3

0.8
1.6
2.1
1.3
-0.4

1.6
1.4
2.3
1.2
0.3

Millions of US$

As mentioned in section 2, financial payments represent one of the key areas for our research.
Figure 3 displays the evolution of average payouts among firms with positive payouts between
1990 and 2015. The figure displays a remarkable increase in the sum of dividends and share
repurchases, which more than double during the period in most countries. The graphs also make
clear that payouts start to surge from the 2000s and drop during the financial crisis. After this
slowdown, payouts recovered in all countries except Germany and Italy. In the case of the US,
the UK and Canada, payouts even exceeded the peak of the pre-crisis years. The growth of
financial payouts is evident also when we compare the volume of payouts to that of sales. The
payouts over sales ratio closely follows the total payouts trend, which indicates that the average
expansion in payouts was not matched by a proportional swelling in sales.
The composition of payouts varies considerably depending on the country. The volume of share
repurchases is typically very low among continental European countries. The differences in
composition are partly due to differences between buyback regulations across the world. Until
the end of the 1990s companies in most European countries were legally prohibited or restricted
from buying their own shares (see Kim et al., 2005). In these countries, payouts are represented
in the great majority by dividends, as has been shown by other studies (ECB 2007). However,
even among continental European countries, buybacks are not negligible in the period 20002007 when in fact they record a rapid growth. The picture is quite different for the nonEuropean countries. In these countries, share repurchases form a significant proportion of total
payouts, particularly after 2000. In the case of the US, the level of share buybacks is above that
of dividends in several years, both in the years leading up to the crisis and those after, which is
consistent with what is reported in the literature (Lazonick 2015).
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Figure 3. Quantitative evolution of dividends, buybacks, payouts (dividends + buybacks) and
payouts over sales ratio (% - right axes) by country. Average values (in millions of dollars) of
firms with positive payouts

Source: Author’s calculations based on Worldscope data
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With respect to functional income distribution at the firm level, Figure 4 presents the evolution
of the median of the ratio of wages over sales and wages over total assets in our sample.4 The
figure shows that the decrease in the share of wages over sales is marked in most of the
countries in the sample, particularly before the financial crisis. However, the levels of wages
over sales are lower at the end of the period than in 1990, even in those countries where the
wages over sales ratio increased after the crisis (Italy, UK, France). It is important to emphasise
that these figures should be treated with caution. The availability of labour compensation data
is limited for some countries and periods, in particular for non-European countries.
Figure 4. Wages over sales and wages over total assets at the firm level. Median values by
country

Source: Author’s calculations based on Worldscope data

4

Figure 4 shows data only for those years in which there are at least 100 observations by country. For this reason,
Japan is not reported at all for wages over sales, and certain countries have an incomplete series of results in one
or both categories.
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These stylised facts reveal that net lending has been increasing considerably within firms in the
sample and that this trend is more pronounced in bigger firms than in smaller ones. The average
payouts paid by firms have grown too, especially in the new century. As to functional income
distribution, the wage share at the firm level has been decreasing in most countries in the
sample, particularly during the 1990s. The next section provides further analysis of the
relationship between net lending, income distribution and payout payments.

4. Econometric analysis
This section proposes an econometric exercise to test the impact of income distribution and
financialisation on net lending in listed firms across G7 countries during the period 1990-2015.
Drawing on the existing literature on corporate net lending (Brufman et al. 2013; Cesaroni et
al. 2017; Dao and Maggi 2018; Saibene 2018) and the theoretical discussion in section 2, we
adopt the following econometric models:

𝑁𝐿_𝑇𝐴𝑖𝑡 = 𝛽1 𝐹𝑖𝑡 + 𝛾𝑋𝑖𝑡 + 𝛼𝑖 + 𝜌𝑡 + 𝜀𝑖𝑡

3

𝑁𝐿_𝑇𝐴𝑖𝑡 = 𝛽1 𝐼𝐷𝑖𝑡 + 𝛾𝑋𝑖𝑡 + 𝛼𝑖 + 𝜌𝑡 + 𝜀𝑖𝑡

4

where 𝑁𝐿_𝑇𝐴𝑖𝑡 is the value of net lending, measured as the difference between savings and
investments in fixed capital over total assets of firm i in year t. The term 𝛽1 in equation 3 and
4 is the coeffient associated to 𝐹𝑖𝑡 and 𝐼𝐷𝑖𝑡 which represent, respectively, a set of variables of
interest proxying financialisation and income distribution at the firm level in year t. The term
𝑋𝑖𝑡 denotes a vector of control variables. The terms 𝛼𝑖 and 𝜌𝑡 are the fixed-effect coefficients the
year fixed-effect that account for the unobserved firm-specific characteristics and the business
cycle effects which are common to all firms in the panel. Finally, 𝜀𝑖𝑡 is the error residual.
According to the financialisation literature, dividend payments and share repurchases capture
the rise in the financially driven orientation of the firm (Milberg 2008). In accordance with this
perspective, we built three variables of interest aimed at measuring firms’ financial payouts.
The first one is payouts over total assets (PAYOUTS), which is equal to the sum of dividends
and share repurchases at the firm level in period t. This measure reflects a common practice in
economic and financial studies of grouping together dividends and share repurchases into
financial payouts (Brav et al. 2005, Haw et al. 2011). The second and third variables of interest
are represented by the decomposition of total payouts into, respectively, dividends paid
(DIVIDENDS) and shares repurchased (BUYBACKS) over total assets. This allows us to grasp
the specific role played by each of these variables in influencing the level of net lending.
According to the financialisation hypothesis, all these variables are expected to have a positive
sign.
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To test the role played by income distribution at the firm level we propose four variables. Even
though the majority of the studies that employ the wage share are performed at the country
level, in recent years several works have implemented estimations of the labour share at the
firm-level (Houngbonon and Da Costa 2017, Autor et al. 2020). The first variable is the ratio
of wages over total assets (W_TA). The second one is the ratio of wages over sales (W_SALES).
The third is the ratio of wages over value added (W_VA), where value added is defined as the
difference between sales and cost of goods sold plus the change in inventories. As mentioned
above, data on wages at the firm level is limited for non-European countries in some years. For
this reason, one of the econometric specifications uses the labour share at the country level
(LABSHARE). It is expected that all the income distribution variables are negatively associated
with the level of net lending.
In order to avoid omitted variable bias and exploit heterogeneity, we control for a set of
covariates that may influence the level of net lending. The control variables include current and
total liabilities (respectively, CURRLIAB and LEVERAGE) and Tobin’s Q (TOBINQ), similar
to the specification proposed by Brufman et al. (2013). Higher indebtedness levels are expected
to have a negative relationship to net lending, since debt repayment reduces the amount of the
firm's savings, while Tobin’s Q accounts for the firm's growth opportunities. The level of sales
over total assets (SALES) allows us to control for peaks in the firm's net revenues that may
positively influence the level of savings. Furthermore, research and development expenditure
(R&D) is included as a proxy of intangible capital, following the practice in a large strand of
the literature (Dao and Maggi 2018, Dottling et al. 2018). Recent literature focuses on the rise
of intangible capital (Shipman, 2015) and some authors argue that expenditure on physical
capital may be being replaced by that on intangible capital (Orhangazi, 2018). Therefore, net
lending may be the result of firms substituting physical capital for intangible capital. Finally,
the ratio of inventories over sales (LIQNEEDS) is added as a proxy of liquidity needs (Raddatz
2006). This variable accounts for the possible increase in savings due to changes in the process
of production requiring more liquidity for standard operations. All variables are normalised by
total assets unless specified.
For the sake of consistency, we exclude observations whose values for sales, capital
expenditure, current and total liabilities, R&D, dividends, wages and inventories stock are
negative. To deal with the presence of outliers, extreme values in the sample employed in the
regressions are removed from the dataset. Since the removal of the 1st and 99th percentile was
not enough to eliminate all the outliers, we opted to exclude the observations below 5% and
above 95% of the distribution. Finally, firms with less than four consecutive years of
observations were omitted. This procedure guarantees that all the firms experience a common
minimum duration in the sample.
Estimation results
Table 2 shows the outcomes of regression 3 and 4 employing different specifications, each one
using one of the variables of interest for our hypothesis. Standard errors were corrected for
heteroscedasticity and autocorrelation. To ensure that the fixed-effects model is the correct
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specification to employ, we performed the Hausman test, which indicated that the fixed-effects
model should be preferred over random-effects. Time effects were included to account for
shocks that may affect all firms each year and the significance of these variables was tested by
performing a Wald test. Columns (1)-(3) present the results for the financialisation variables.
Consistent with the hypothesis that higher financial payments may increase the level of net
lending, all three variables of interest have a positive and significant coefficient. The higher
the allocation of financial payments that the firm decides to incur, the higher the level of net
lending. It should be noted that these effects are slightly higher in the case of share repurchases
than in the case of dividends.
Columns (4)-(7) show the impact of income distribution variables on net lending. According
to our hypothesis, it is expected that a higher (lower) labour share is associated with lower
(higher) levels of net lending at the firm level. The findings confirm this hypothesis as the
coefficients associated with all variables measuring the labour share are negative and
statistically significant. This confirms the idea that firms that allocate a lower share of output
to wages also have a higher capacity to accumulate cash, which drives up savings and net
lending. The negative link between functional income distribution at the country level
(LABSHARE) and firms’ net lending supports the idea that higher profit shares have a greater
impact on corporate saving than they have on capital expenditure; this is in line with other tests
performed at the aggregate level (Behringer and van Treeck 2018). Finally, column (8) reports
the regression that includes both payouts and the ratio of wages over total assets. In this case
too, the effect of financialisation and income distribution variables (PAYOUTS and W_VA
respectively) impacts on the level of net lending.5
The coefficients associated with our control variables indicate that higher indebtedness is
associated with a lower level of net lending. This result can also be associated with the lower
capacity of more indebted firms to accumulate excess savings, and is consistent with the
findings of other studies (Brufman et al. 2013). As could be expected, the ratio of sales over
total assets (SALES) impacts positively on the level of net lending. R&D expenditure has a
strongly negative association with net lending. This may indicate that firms devote internal
funds to R&D expenditure, which has a negative effect on net lending by reducing the amount
of savings held by firms.

5

These outcomes are robust also when functional income distribution variables other than W_TA are employed in
specification (8).
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Table 2. Regression results; dependent variable NL_TA; estimation period 1990-2015
(1)
CURRLIAB
LEVERAGE
SALES
R&D
TOBINQ
LIQNEEDS
PAYOUTS

(2)

(3)

(4)

(5)

(6)

(7)

(8)

-0.125***

-0.128***

-0.149***

-0.0955***

-0.0938***

-0.0888***

-0.127***

-0.0960***

(0.00845)

(0.00857)

(0.00963)

(0.0127)

(0.0117)

(0.0233)

(0.00824)

(0.0131)

-0.149***

-0.148***

-0.151***

-0.138***

-0.155***

-0.162***

-0.145***

-0.138***

(0.00624)

(0.00632)

(0.00654)

(0.0114)

(0.0110)

(0.0222)

(0.00596)

(0.0119)

0.0568***

0.0571***

0.0600***

0.117***

0.0250***

0.0429***

0.0565***

0.118***

(0.00257)

(0.00261)

(0.00292)

(0.00700)

(0.00451)

(0.00860)

(0.00248)

(0.00716)

-0.610***

-0.605***

-0.639***

-0.292***

-0.329***

-0.379*

-0.612***

-0.302***

(0.0546)

(0.0553)

(0.0613)

(0.0686)

(0.0713)

(0.221)

(0.0541)

(0.0710)

-5.35e-05

-0.000157

0.000670

-0.000513

0.00273*

0.00555**

0.000334

-0.00139

(0.000726)

(0.000716)

(0.000756)

(0.00190)

(0.00155)

(0.00229)

(0.000693)

(0.00199)

-0.0540***

-0.0550***

-0.0711***

-0.0476**

-0.0417*

-0.0456

-0.0550***

-0.0392

(0.0138)

(0.0138)

(0.0160)

(0.0234)

(0.0224)

(0.0434)

(0.0135)

(0.0240)

0.311***

0.389***

(0.0337)
DIVIDENDS

(0.0644)
0.299***
(0.0665)

BUYBACKS

0.403***
(0.0513)

W_TA

-0.419***

-0.424***

(0.0262)

(0.0267)

W_SALES

-0.382***
(0.0215)

W_VA

-0.0888***
(0.0155)

LABSHARE

-0.262***
(0.0275)

Constant

0.0398***

0.0414***

0.0475***

0.0700***

0.171***

0.110***

0.198***

0.0626***

(0.00469)

(0.00476)

(0.00520)

(0.00882)

(0.0101)

(0.0156)

(0.0161)

(0.00916)

Observations

119,650

118,602

95,691

35,533

35,634

12,491

126,411

34,075

R-squared

0.071

0.070

0.076

0.104

0.121

0.087

0.070

0.110

Between R-sq.

0.607

0.608

0.607

0.671

0.633

0.720

0.604

0.677

No. of firms

13,918

13,777

12,692

6,037

5,808

3,422

14,014

5,973

Time effects
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
p-val. Wald
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
test time dum
Fixed-effects estimation. Robust corrected standard errors in parentheses. Coefficients for the year dummies not reported. * significant at
10%; ** significant at 5%; *** significant at 1%

As evidenced by the graphical inspection of Figure 2, the level of average net lending increases
remarkably after the dotcom crisis. For this reason, the dataset was further divided into two
sub-periods, 1990-2001 and 2002-2015. Table 3 displays interesting differences from the
regression at the aggregate level of analysis. The three financial payouts variables do not show
any statistically significant relationship to net lending between 1990 and 2001. These results
change in the following period. After 2002 all the variables of interest are significantly
correlated with the level of net lending, consistently with the evidence of Table 2. The strong
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increase in financial payouts from 2002 onwards is strictly connected with the boom in net
lending recorded during the same period. The increasing role of financial payouts during the
more recent period is also confirmed by the smaller size of the coefficients of the control
variables. With respect to the income distribution variables, the econometric analysis shows
that there are no significant differences between the first and second sub-period (hence, results
are not reported).
Table 3. Sub-periods analysis: Financialisation variables only; dependent variable NL_TA
1990-2001
(1)
CURRLIAB
LEVERAGE
SALES
R&D
TOBINQ
LIQNEEDS
PAYOUTS

(2)

2002-2015
(3)

(4)

(5)

-0.141***

-0.147***

-0.153***

-0.0969***

-0.0971***

-0.117***

(0.0120)

(0.0122)

(0.0133)

(0.0131)

(0.0132)

(0.0152)

-0.195***

-0.194***

-0.192***

-0.172***

-0.173***

-0.174***

(0.00989)

(0.00982)

(0.0102)

(0.00981)

(0.00970)

(0.0106)

0.0544***

0.0560***

0.0551***

0.0604***

0.0610***

0.0635***

(0.00396)

(0.00401)

(0.00422)

(0.00410)

(0.00411)

(0.00498)

-0.874***

-0.891***

-0.931***

-0.650***

-0.645***

-0.692***

(0.0878)

(0.0853)

(0.0931)

(0.0767)

(0.0764)

(0.0876)

0.00367***

0.00334**

0.00377***

-0.00265**

-0.00256**

-0.000833

(0.00135)

(0.00131)

(0.00139)

(0.00128)

(0.00129)

(0.00127)

0.00583

0.00941

0.00362

-0.0963***

-0.0965***

-0.147***

(0.0213)

(0.0215)

(0.0235)

(0.0209)

(0.0210)

(0.0252)

0.0244

0.271***

(0.0559)
DIVIDENDS

(0.0492)
-0.0288

0.211**

(0.115)
BUYBACKS

(0.0976)
0.125

0.339***

(0.0815)
Constant

(6)

(0.0727)

0.0656***

0.0632***

0.0654***

0.0302***

0.0307***

0.0378***

(0.00826)

(0.00846)

(0.00845)

(0.00739)

(0.00739)

(0.00865)

Observations

46,564

45,758

40,425

62,410

62,310

48,025

R-squared

0.103

0.104

0.104

0.077

0.077

0.082

Between R-sq.

0.655

0.658

0.654

0.683

0.687

0.698

N. of firms

9,121

9,007

7,596

10,863

10,734

9,794

Time effects
Yes
Yes
Yes
Yes
Yes
Yes
p-val. Wald test
0.000
0.000
0.000
0.000
0.000
0.000
time dum
Fixed-effects estimation. Robust corrected standard errors in parentheses. Coefficients for the year dummies not
reported. * significant at 10%; ** significant at 5%; *** significant at 1%

Finally, Table 4 shows country-level outcomes. For each country, we ran seven regressions,
each one including one variable of interest at a time. According to the table, total payouts have
a positive and significant impact in all countries, with the sole exception of Japan. It is worth
noting that there is some variation between countries with respect to dividends and share
repurchases. Dividends have a positive impact on the level of net lending in the US, UK and
Italy, while share repurchases have a positive impact in the US, UK, Germany, Italy and France.
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The US,the UK and Ialy are the only countries where both dividends and share repurchases
have a positive sign and are statistically significant. These results suggest that, while financial
payments have a positive impact on net lending in the great majority of the countries, not all
kinds of payouts are equally significant across G7 countries. Moreover, the findings for Japan
are consistent with the idea that NFCs in this country experienced only limited financialisation
during the period (Shabani and Toporowski 2013). Apart from this exception, the
financialisation hypothesis is generally confirmed at the country level.
Table 4. Country-level analysis. Dependent variable NL_TA.
PAYOUTS
DIVIDENDS
BUYBACKS
W_TA
W_SALES
W_VA
LABSHARE

USA

UK

Germany

Italy

France

Japan

Canada

0.281***

0.602***

0.327***

0.662***

0.269**

0.00724

0.562***

(0.045)

(0.108)

(0.104)

(0.144)

(0.112)

(0.0897)

(0.126)

0.282**

1.007***

0.208

0.815***

0.271

-0.298

0.583*

(0.109)

(0.152)

(0.170)

(0.201)

(0.183)

(0.164)

(0.287)

0.485***

0.862***

0.709**

0.719*

0.704***

0.0964

0.343

(0.0968)

(0.271)

(0.342)

(0.427)

(0.215)

(0.145)

(0.271)

-0.510***

-0.523***

-0.215***

-0.112**

-0.279***

-0.520***

-0.985***

(0.102)

(0.0456)

(0.0424)

(0.0453)

(0.0499)

(0.130)

(0.145)

-0.486***

-0.428***

-0.348***

-0.147***

-0.315***

-0.763***

-0.341***

(0.0928)

(0.0324)

(0.0419)

(0.0457)

(0.0488)

(0.130)

(0.0748)

-0.422***

-0.0830***

-0.0237

-0.0872***

-0.0382**

-0.155***

N/A

(0.0999)

(0.0304)

(0.0569)

(0.0207)

(0.0154)

(0.0361)

N/A

-0.596***

-0.0622

-0.493***

0.0769

0.0682

-0.117***

-0.229*

(0.0577)
(0.0713)
(0.0105)
(0.102)
(0.129)
(0.0318)
(0.126)
Note: The table shows the results of the coefficients of the variables of interest only. In every regression we included one variable
of interest at a time. Fixed-effects estimation. Control variables employed in each regression are: CURRLIAB, LEVERAGE, SALES,
R&D, TOBINQ, LIQNEEDS. Robust corrected standard errors in parentheses. Coefficients for the year dummies are not reported.
* significant at 10%; ** significant at 5%; *** significant at 1%

The negative relationship between wage share and net lending is confirmed for all countries
and variables of interest. Given data availability, firm-level measures of income distribution
are more representative among European countries than among non-European ones. In order
to deal with this issue, the last specification includes LABSHARE, the wage share at the country
level. The associated coefficient is negative and statistically significant in three countries (US,
Japan and Canada) and not significant for the other countries. Overall, findings on income
distribution at the country level confirm the results for the sample at the firm level.
In order to test the validity of the econometric analysis, we tested if the definition of corporate
net lending specified in section 3 may have influenced the econometric results. As discussed
above, the definition of net lending employed in this paper differs from that used in most firmlevel studies in the way that corporate savings are calculated. While the standard definition
subtracts dividend payments from net income and depreciation and amortisation to obtain
corporate savings, the definition of savings employed in this work does not discount dividends.
This decision rests on the conceptualisation of dividends followed in this research, and on the
fact that we are interested in obtaining the level of savings before financial payouts (dividends
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and buybacks) are realised. In order to provide results that are more readily comparable with
other studies on corporate net lending at the firm level, regressions 3 and 4 were estimated
employing the following definition of net lending:
𝑁𝐿_𝑇𝐴_2 =

(𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒 + 𝐷&𝐴 − 𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠 − 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒)
𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠

5

𝑁𝐿_𝑇𝐴_2 corresponds to the definition of net lending at the firm level that is employed by other
authors (e.g. Brufman 2013; Martinez and Pérez Artica, 2013; Saibene, 2018). Outcomes for
these estimations are presented in Table 1A in the Appendix. Notwithstanding the different
definition of the dependent variable, the results are in line with those presented in Table 2
above. No appreciable differences can be found between the values obtained employing the
two measures of net lending. All the variables of interest maintain the expected sign and no
apprecible difference can be found in the magnitude of the coefficients. Hence, it can be
concluded that the results presented above are not affected by the specific definition of net
lending employed in this research.

5. Conclusions
One of the most striking economic development observed in the last decades is the rise of
corporate net lending. This paper offers a contribution to this topic by proposing alternative
interpretations of net lending that draw on the existing literature on financialisation and income
distribution.
The analysis employed a dataset of listed NFCs for the period 1990-2015. Within our sample
of firms, net lending grew substantially between 1990 and 2015 across all G7 countries, the
only exception being Canada. Yet, this increase has not been linear. Until the beginning of the
century, net lending was positive in most of the countries, but it maintained at relatively low
and stable level. After 2002, net lending soared, with the exception of the global financial crisis
period when it fell, mostly because of the drop in savings. A closer look at the data highlights
the fact that the level of net lending is not uniform among firms. Larger firms tend to have
higher levels of net lending, while smaller firms are net borrowers.
This study contributes to the limited amount of literature that has considered the role played by
financial payouts (Gruber and Kamin 2015) and does so by providing an as yet unexplored key
of interpretation, i.e. financialisation. Following this framework of analysis, the desire to
expand financial payouts, in line with the “downsize and redistribute” model of accumulation
(Lazonick and O’Sullivan 2000), and the negative impact on investment contributed to the
increase of net lending. The econometric tests reveal that dividend payments and share
repurchases generally have a positive and significant impact on the level of net lending. This
is consistent with the already documented negative relationship of financial payouts to
investment highlighted by the financialisation literature (e.g. Orhangazi 2008b).
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Even though our evidence generally supports the financialisation motive, there are some
additional remarks to be made. During the 1990s, the relationship between financial payouts
and net lending is statistically non significant, suggesting that the link between financial
payouts and net lending was consolidated only this century with the intensification of
financialisation. Additionally, the role of financial payments is statistically significant in all
countries (except Japan) when we consider the joint role played by dividends and share
repurchases. These findings provide support for the argument of those authors that emphasise
the “variegated” nature of financialisation (Brown et al. 2017) stressing that financialisation
can manifest itself differently in each country and that it should not be viewed as a uniform
process. From this perspective, the econometric results highlight the general impact of financial
payouts on net lending but also indicate the need to be cautious when drawing general
conclusions.
The econometric outcomes also established that the level of the wage share at the firm level is
negatively related to the level of net lending. The estimations are robust to most specifications
and apply to all the countries in the sample. This provides support for the idea that swelling
profits contributed to the rise in savings accumulation (André et al. 2007; Dao and Maggi 2018)
and supports other studies performed at the aggregate (macro) level (Behringer and van Treeck
2018). In conclusion, the rise in net lending can be considered partly a consequence of the
distributive dispute between wage earners and capital earners. This implies that net lending
should not be viewed merely as the outcome of firms' technical features, but as the outcome of
power relations that take place within the firm and the rest of the economy.
Our findings have important implications in policy terms. As long as the financialised regime
of accumulation stays in force, the difference between savings and investment may well
continue to be positive. Cyclical economic slowdowns tend to reduce the level of net lending
(as occurred during the global crisis), but the more recent trend suggests that net lending is
becoming a permanent characteristic of large companies in developed countries (Dao and
Maggi 2018) and not a temporary anomaly that characterised the beginning of the century, as
argued by other authors (e.g. Gruber and Kamin, 2016). Furthermore, the results on income
distribution seem to corroborate the idea that a lower wage share tends to be hoarded rather
than reinvested (in the same proportion) into capital accumulation.
These findings do not exhaust the scope of the research. Further research is needed to explore
in more detail the role played by other factors that may impact on net lending, such as firm size
and concentration. On a more fundamental level, the rise of net lending poses crucial issues to
be faced, as it indicates that the corporate sector has ceased to be net demander of funds from
the rest of the economy, but is instead accumulating a huge amount of (unproductive) liquidity.
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Appendix
Figure 1A. Total corporate savings, investment and net lending by country (Billions of US$)

Source: Author’s calculations based on Worldscope database.
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Table 1A. Regression results; dependent variable NL_TA_2; estimation period 1990-2015

CURRLIAB
LEVERAGE
SALES
TOBIN_Q
R&D
LIQNEEDS
BUYBACKS
W_TA
W_SALES
W_VA
LABSHARE
Constant

(1)

(2)

-0.123***
(0.00897)
-0.146***
(0.00647)
0.0530***
(0.00274)
-0.00193**
(0.000790)
-0.608***
(0.0557)
-0.0278*
(0.0147)
0.395***
(0.0789)

-0.0912***
(0.0129)
-0.128***
(0.0115)
0.113***
(0.00725)
-0.00235
(0.00187)
-0.273***
(0.0689)
-0.0284
(0.0239)

(3)
-0.0901***
(0.0120)
-0.140***
(0.0111)
0.0200***
(0.00483)
0.000777
(0.00149)
-0.320***
(0.0700)
-0.0310
(0.0229)

(4)
-0.0837***
(0.0244)
-0.153***
(0.0226)
0.0349***
(0.0103)
0.00180
(0.00270)
-0.522**
(0.228)
-0.0179
(0.0434)

(5)
-0.130***
(0.00875)
-0.140***
(0.00621)
0.0516***
(0.00264)
-0.00123*
(0.000739)
-0.595***
(0.0553)
-0.0396***
(0.0141)

-0.422***
(0.0269)
-0.384***
(0.0226)
-0.0853***
(0.0182)
-0.00220***
(0.000267)
0.162***
(0.0157)
128,923
0.061
0.602
15,311
Yes

0.0185***
0.0185
0.129***
0.141***
(0.00550)
(0.0148)
(0.0159)
(0.0258)
Observations
120,567
36,641
36,747
12,803
R-squared
0.067
0.099
0.114
0.077
Areg-R-Squared
0.606
0.660
0.621
0.722
N. of Firms
15,237
6,414
6,181
3,539
Time effects
Yes
Yes
Yes
Yes
NL_TA_2 = 𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒 + 𝐷&𝐴 − 𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠 − 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒.
Fixed-effects estimation. Robust corrected standard errors in parentheses. Coefficients for the year
dummies not reported. * significant at 10%; ** significant at 5%; *** significant at 1%.
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