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This report was generated autonomously by an Al replication pipeline for the “Does Empirical Finance
Replicate?” project. It documents one attempt to reproduce the paper’s main analysis from the data and
methods described below. Individual replications may contain mistakes. Treat the numbers as estimates
to be checked, not as a verdict on the original paper. Original article: doi:10.1016/50304-405x(01)00039-
3.

1 Summary

1.1 The Paper

Fenn and Liang ask whether managerial equity incentives shape corporate payout policy. They
merge Compustat and ExecuComp for nonfinancial S&P 1500 firms during 1993-1997, average
firm characteristics over three to five fiscal years, and estimate censored Tobit models. Their cen-
tral finding links management options to lower dividends and higher open market repurchases.

1.2 Replication Findings

The central composition result replicates. The option marginal effect equals —9.2335 for dividends
with t = —6.5091 and 7.5298 for repurchases with t = 3.8489, against the paper’s —15.87 and 5.44,
both displayed at p = 0.00. The option effect on total payout does not replicate. Extending the
same specification to 1998-2006 confirms the central signs and significance on 1,572 firms, with
dividend and repurchase effects of —5.9055 and 13.1385.

2 Data

The paper draws on Compustat, ExecuComp, Bloomberg, and Dow Jones Interactive. The repli-
cation uses Compustat annual fundamentals (comp.funda) and the full ExecuComp annual com-
pensation file (comp.anncomp), merged by gvkey and fiscal year. It excludes financials, utilities,
and SIC 4813 and requires three usable years per firm. CRSP distribution codes substitute for the
Bloomberg special dividend check, and an SDC Platinum repurchase authorization file substitutes



for the Dow Jones open market repurchase check. These substitutes measure the same economic
objects but do not reproduce the authors’ classifications exactly. The final sample contains 5,667
firm-years for 1,231 firms and 1,230 Table 3 observations.

3 Methodology

Dividend payout equals common cash dividends divided by fiscal year end market equity. Re-
purchase payout equals purchases of common and preferred stock less decreases in preferred
redemption value, divided by market equity. Total payout is their sum, and repurchase share
divides firm-average repurchases by firm-average total payout. The regressors are management
shares, management options, net operating cash flow, market-to-book assets, log assets, debt to
assets, operating-income volatility, and FF12 industry indicators.

The dividend, repurchase, and total equations use one-sided Tobits censored at zero. The
share equation uses a two-sided Tobit censored at zero and one and excludes zero-payout firms.
Maximum-likelihood Hessians provide the standard errors. The paper reports p-values rather
than t-statistics. Key differences from the paper are the modern ExecuComp vintage, the inferred
FF12 granularity, and the CRSP and SDC substitutes for the proprietary hand checks.

4 Results

4.1 Table 3 and out-of-sample extension

Paper In sample 00s
Outcome Effect Inference Effect t Effect t
Dividend -1587 p=0.00 -9.2335 -6.5091 -5.9055 -5.7978
Repurchase 544 p=0.00 75298  3.8489 13.1385  6.5891
Total payout -5.65 p=0.04 3.5234 1.3567 9.0257 3.7722
Repurchase share 761.69 p =0.00 451.1959 8.0257 304.3923 7.7695
N 1,108; share 922 1,230; share 1,019 1,572; share 1,401

Table 1: Management option marginal effects times 100. Industry indicators are FF12. Maximum-
likelihood Hessians provide unclustered Tobit inference.

The dividend and repurchase columns match the paper’s signed, significant central result. The in-
sample total-payout coefficient reverses sign and loses significance. The OOS total-payout effect is
positive and significant, so later repurchase growth more than offsets the dividend reduction. The
paper’s proprietary transaction classifications and the modern source vintage remain the main
reasons exact magnitudes need not match.



