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This report was generated autonomously by an AI 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/j.jfineco.2007.06.006.

1 Summary

1.1 The Paper

Denis and Osobov study why firms pay dividends, using Worldscope firms from the United
States, Canada, the United Kingdom, Germany, France, and Japan from 1989 through 2002. Table
4 estimates annual logits of dividend payment on size, valuation, asset growth, profitability, and
retained earnings relative to book equity. The paper averages the annual coefficients and uses
their time series variation for Fama and MacBeth inference. Larger and more profitable firms, and
especially firms whose equity is largely earned, have a higher probability of paying dividends.

1.2 Replication Findings

The US proxy sample reproduces the headline result. The All firms coefficient on retained earn-
ings relative to book equity equals 1.3659 with a t statistic of 10.9037, compared with 1.15 and 12.57
in the paper. All five All firms slopes match the paper in sign and statistical significance, and the
Payer and Nonpayer estimates also remain positive. Two data limitations qualify the comparison.
Worldscope is unavailable, so Compustat and CRSP form a broader population proxy, and the
Compustat Global data cannot support the complete international table under the paper’s com-
mon dividend rule. The out of sample US test from 2003 through 2024 produces a positive RE/BE
coefficient of 0.2816 with a t statistic of 4.5053.
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2 Data

The paper uses Worldscope through Thomson One Banker, which this replication cannot reach.
The Worldscope data available here hold 1,832,506 quarterly observations from 1990 through 2022
but carry no retained earnings, interest expense, or dividend fields, and WRDS offers only a trial
Worldscope library. Compustat North America annual fundamentals (comp.funda) therefore sup-
ply the accounting variables and market value. GVKEY links to PERMNO through the CRSP and
Compustat link history (crsp.ccmxpf lnkhist), and the CRSP name history (crsp.msenames) retains
share codes 10 and 11 at each fiscal year end. The final sample covers fiscal years 1989 through
2002 and contains 58,654 firm years and 9,452 firms. It excludes financial firms and utilities, and it
requires positive book equity plus observed current and prior assets, net income, interest expense,
retained earnings, market value, and common dividends. Compustat covers substantially more
early period and microcap firms than Worldscope, so the data substitution affects the population
and the coefficient magnitudes.

3 Methodology

The dependent variable equals one when observed common dividends are positive and zero when
they are observed as zero. When common dividends are missing, the construction uses total div-
idends minus preferred dividends only if both fallback fields are observed. The regressors are
Size, V/A = (A − BE + ME)/A, dA/A = (At − At−1)/At, E/A = (NI + XINT + TXDI)/A,
and RE/BE. Size is the fraction of firms in the fixed 1989 through 1993 benchmark cohort with
smaller contemporaneous market capitalization in fiscal year t. Missing deferred taxes equal zero,
while missing net income and interest expense cause exclusion.

The estimation runs a separate logit in every year from 1989 through 2002 and reports the
arithmetic mean of the 14 coefficients. Each t statistic divides that mean by the time series standard
deviation and multiplies by the square root of 14. The reported specification has no fixed effects
and no clustered standard errors. Payers and Nonpayers are defined from observed dividend
status in the preceding fiscal year.

Key differences from the paper. Substituting Compustat and CRSP for Worldscope leaves the
separate Worldscope reporting method screen out of reach. CRSP common share codes implement
the paper’s primary common security restriction. The broader Compustat population yields more
early and small nonpaying firms. The estimates therefore stand as a same construct proxy rather
than exact Worldscope estimates.
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4 Results

4.1 Table 4 US annual logits

Table 1: Table 4 US All Firms
Paper Replication

Variable Coefficient t statistic Coefficient t statistic

Intercept -1.79 -17.02 -2.9548 -38.4401
Size 3.79 50.89 3.9150 24.1548
V/A -0.49 -13.94 -0.3428 -11.2017
dA/A -1.63 -5.39 -1.1427 -10.4456
E/A 3.86 7.28 1.9954 5.1761
RE/BE 1.15 12.57 1.3659 10.9037

Fama and MacBeth inference from 14 annual logits. No fixed effects or clustering.
Replication N 58,654 firm years. Firms 9,452.

Every All firms slope carries the paper’s sign and remains statistically significant. Size is 3.9150
compared with 3.79. The valuation coefficient is −0.3428 compared with −0.49. Scaling asset
growth by current assets gives −1.1427 compared with −1.63. Profitability is 1.9954 compared
with 3.86. The broader Compustat nonpayer population explains why these magnitudes need not
match the Worldscope estimates.

Table 2: Table 4 US Payer Status Subsamples
Payers Nonpayers

Paper Replication Paper Replication
Variable Coef. t Coef. t Coef. t Coef. t

Intercept 1.42 9.71 0.3281 3.3125 -3.90 -27.59 -4.4086 -49.7414
Size 4.27 9.27 3.5300 20.3586 1.39 10.66 1.8262 8.9184
V/A -0.39 -4.81 -0.1915 -4.2693 -0.28 -3.71 -0.2275 -2.0119
dA/A -0.74 -1.47 -1.4596 -5.1873 -0.34 -2.18 -0.0635 -0.4188
E/A 7.32 7.50 4.8046 7.3508 4.29 4.71 2.7481 6.8227
RE/BE 0.39 3.87 0.5050 4.8571 0.22 5.14 0.2121 3.1240

Fama and MacBeth inference from 14 annual logits. No fixed effects or clustering.
Payers N 15,959 and 2,673 firms. Nonpayers N 42,556 and 8,304 firms.

The earned equity relation survives in both lagged status groups. Payers produce 0.5050 with
a t statistic of 4.8571. Nonpayers produce 0.2121 with a t statistic of 3.1240. The Nonpayer asset
growth estimate loses significance, while the Payer estimate becomes more negative and signifi-
cant. These differences align with the proxy sample’s deeper coverage of small nonpaying firms.

3



4.2 Out of sample US test

Table 3: US Out of Sample Results from 2003 through 2024
All firms Payers Nonpayers

Variable Coef. t Coef. t Coef. t

Intercept -1.7326 -24.5536 1.2923 8.1913 -3.6549 -40.8923
Size 2.9813 35.1378 3.5937 15.9293 1.5315 6.6304
V/A -0.2777 -20.2334 -0.1528 -1.8972 -0.2168 -4.7034
dA/A -1.8586 -8.3682 -1.7807 -5.1187 -1.2079 -4.5941
E/A 4.9017 12.5138 5.9146 8.3482 3.7108 7.8224
RE/BE 0.2816 4.5053 0.1134 2.8267 0.0912 4.8053

Fama and MacBeth inference from 22 annual logits. No fixed effects or clustering.
All firms N 57,497 and 7,258 firms.

The positive earned equity relation persists in every OOS group. Its All firms magnitude falls
from 1.3659 in sample to 0.2816 after 2002, but the t statistic remains 4.5053. Size, profitability, and
valuation also retain their All firms signs and significance.
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