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1. Introduction



This paper investigates the relation between accounts payable and firm performance when a liquidity shock occurs. An important feature of trade credit is that lenders (suppliers) can closely monitor borrowers (customers) over the course of business, and thus information asymmetry between them is significantly reduced (Biais and Gollier, 1997; Petersen and Rajan, 1997). In addition, trade credit tends to build on long-term relations between suppliers and clients, and suppliers have an incentive to rescue financially distressed clients to prevent the violation of valuable relationships (Cuñat, 2007). These ideas imply that accounts payable creates significant value for borrowing companies through information production and insurance effects. However, most empirical studies focus on the determinants of firms’ reliance on accounts payable and the information content of trade credit. Aktas, de Bodt, Lobez, and Statnik (2012) find that increases in accounts payable usage are associated with next year improvements of firms’ investment quality (proxied by the Altman’s Z-score and return on assets) as well as with positive stock returns over the next three years. Goto, Xiao, and Xu (2015) show evidence that firms that rely more on trade credit relative to debt financing achieve higher subsequent sales growth and stock returns. Those results suggest that suppliers’ information, which is not incorporated in the current stock prices, diffuses gradually to outside investors.1 This research attempts to examine value effects of accounts payable by focusing on the relation between accounts payable and the value of non-US companies during the global financial crisis (GFC). It is not easy to investigate the value relevance of trade credit, since an inverse relation potentially exists between firm value and accounts payable (poorly performing



Meanwhile, Hill, Kelly, and Lockhart (2012) argue that accounts receivable creates shareholder value by showing a positive relation between stock returns and a change in accounts receivable. 1 1



companies with serious information asymmetry may rely on trade credit). In addition, previous studies commonly suggest that trade credit is more expensive than other financing sources, and therefore may offset their positive impacts on firm value (Ng, Smith, and Smith, 1999). Meanwhile, previous studies suggest that trade credit becomes beneficial, especially when liquidity shocks occur. Since the GFC brought an unexpected liquidity shock (firms are less likely to adjust the level of trade credit before a GFC), the analysis allows us to estimate the value effect of trade credit in a quasi-experimental setting, where the positive aspect of accounts payable likely becomes evident. We remove US companies from our main analysis, because their poor performance is potentially associated with the occurrence of the GFC. Trade credit may not create value uniformly across countries. It is well documented that long-term relations between banks and borrowing companies effectively mitigate information asymmetry in Japan (e.g., Hoshi, Kashyap, and Scharfstein, 1991). There are also many business groups in Continental Europe and East Asian countries, where problems arising from information asymmetry are likely reduced through long-term business relationships among affiliated companies. In contrast, outside investors are well protected in market-oriented countries such as the US and UK through legal protection and its enforcement by regulators and the courts (La Porta, Lopez-de-Silanes, Shleifer, and Vishny, 2000b). Corporate governance devices work well in those countries, and long-term relations may have only marginal effects in mitigating agency problems. Those ideas suggest that the value of trade credit may differ across countries. Suppliers will have a strong incentive to provide liquidity to borrowing companies during a financial crisis, especially in countries where long-term relations are beneficial. We address those issues by using the data of 136,783 firm-years involving 21,765 companies from 40 countries (11 common law and 29 civil law countries) between 2004 and 2014. We find that accounts payable is positively associated with Tobin’s Q for the years 2008 and 2009, 2



the period immediately after the GFC. We also examine whether the value effect of trade credit is pronounced for countries in which long-term relations are valuable, by using legal origin and Hofstede’s (2001) cultural indices. Remarkably, the positive relation between accounts payable and Tobin’s Q during the financial crisis is only evident for civil law, long-term orientated, and high uncertainty avoidance countries. Those results are robust to control for potential endogeneity problems and other various country-level characteristics, as well as to definitions of the global financial crisis period and accounts payable. This research makes significant contributions to the literature. We show novel evidence that accounts payable mitigates stock price reduction during a liquidity shock. Previous studies take advantage of unexpected liquidity shocks to address the endogeneity issue (Johnson, Boone, Breach, and Friedman, 2000; Mitton, 2002; Lemmon and Lins, 2003; Baek, Kang, and Park, 2004; Bharath, Jayaraman, and Nagar, 2013; Lins, Volpin, and Wagner, 2013), and we apply this approach to detect the value relevance of trade credit. By using international data, we also show novel evidence that trade credit has a significant value effect in countries where longterm business relations are valuable. The presented research is closely related to Levine, Lin, and Xie (2017), who find that liquidity-dependent firms in high trust countries receive more trade credit supply and experience smaller reductions in performance and employment during banking crises than similar firms do in low trust countries. Our research can be distinguished from Levine, Lin, and Xie (2017) in that we show direct evidence that trade credit has a positive value effect during a liquidity shock in countries with legal and cultural attributes that value long-term relations. Our findings are also related to the banking literature. Hoshi, Kashyap, and Scharfstein (1990, 1991) show evidence that bank-firm relations mitigate problems arising from information asymmetry; they also decrease the financial distress costs of borrowing companies. Our analyses detect similar effects for the relation between suppliers and client 3



companies. The remainder of this paper is organized as follows. Section 2 describes previous studies and hypotheses. Section 3 introduces our empirical methodology and data. Section 4 shows and interprets our main empirical results. Robustness checks and additional analyses are presented in Section 5. Finally, Section 6 offers a summary and the conclusion.



2. Literature review and hypotheses



Since suppliers can closely monitor clients over the course of business, trade credit serves as an important financing instrument, especially for firms that do not have access to bank debt (Petersen and Rajan, 1995; Biais and Gollier, 1997; Atanasova, 2007). Cuñat (2007) finds that liquidity and the availability of collateralized assets are negatively associated with the use of trade credit. Once constrained companies receive trade credit, the information of suppliers is transmitted to banks (Biais and Gollier, 1997) and outside investors (Aktas, de Bodt, Lobez, and Statnik, 2012; Goto, Xiao, and Xu, 2015). This nature of trade credit weakens the sensitivity of investments of constrained companies to internal funds (Guariglia and Mateut, 2006). Generally, monetary tightening decreases bank loan supply, especially to financially constrained companies. The literature has shown evidence that trade credit absorbs the reduction of bank loan supply during monetary tightening (Nilsen, 2002; Choi and Kim, 2005; Mateut, Bougheas, and Mizen, 2006, Atanasova, 2007). Although financially constrained firms are generally forced to curtail investments by monetary tightening, the substitution role of trade credit will absorb the negative impact (Biais and Gollier, 1997; De Blasio, 2005). A financial crisis also shrinks the monetary supply. Garcia-Appendini and Montoriol-Garriga (2013), Casey and O’Toole (2014), and Carbó-Valverde, Rodríguez-Fernández, and Udell (2016) show 4



evidence that credit constrained firms tend to increase trade credit, especially during a financial crisis, while less constrained firms use bank debt. Given that it takes time to build long-term business relationships, both creditors and suppliers desire to keep their relationship once it is established. Wilner (2000) postulates that trade credit suppliers can renegotiate with lenders on a less costly basis, and thus suppliers are likely to provide financially distressed clients with a moratorium to avoid violation of their relationships. Cuñat (2007) argues that suppliers provide clients with an insurance against liquidity shocks.2 In sum, trade credit is likely to generate benefits (information production and insurance) to borrowing companies, especially when liquidity shocks occur. However, it is not easy to detect the value effect of trade credit for several reasons. Firstly, there is likely a reverse causality problem that poorly performing firms with serious information asymmetry may rely on accounts payable. Secondly, trade credit is generally considered more costly than bank debt for borrowing companies (Petersen and Rajan, 1994; Ng, Smith, and Smith, 1999). Firms receiving trade credit incur high costs in exchange for the monitoring and insurance effects, which may offset the positive effects on shareholder value. This research attempts to examine the relation between firm value and accounts payable when an unpredicted negative liquidity shock (GFC) occurs. Although liquidity shocks significantly decrease firms’ availability of institutional financing (e.g., bank loans), trade credit may still be available due to reduced information asymmetry if the firm establishes longterm relations with suppliers. Besides, suppliers have an incentive to provide liquidity to avoid the violation of valuable long-term relations. We stress that the GFC of 2008 is an advantageous



Cuñat (2007) also finds that trade credit tends to increase when firms encounter unexpected liquidity shocks. By using survey data, Ng, Smith, and Smith (1999) find that firms adopting trade credit generally do not respond to fluctuations in market demands and interest rates. 5 2



event to examine the value effects of trade credit since it occurred in the US, but significantly damaged liquidity in many non-US countries. The GFC was an unpredictable exogenous shock, especially for non-US companies, which were unable to adjust the level of trade credit ex ante to absorb the deterioration of value. This setting enables us to examine the relation between firm performance and trade credit, with mitigating endogeneity problems. Bharath, Jayaraman, and Nagar (2013) adopt a similar approach to examine the effects of stock liquidity on blockholder governance. Specifically, they examine the relation between blockholder ownership and Tobin’s Q of US companies during the two foreign financial crises (the Russian default crisis and the Asian financial crisis). Lins, Volpin, and Wagner (2013) also examine stock returns of non-US companies during a GFC to evaluate the costs of family control.3 We also remove US companies from the analysis, given the concern that US firms’ behaviors are potentially associated with the occurrence of a GFC.



Hypothesis 1: Accounts payable is positively associated with firm value during a global financial crisis.



Our hypothesis stands on the view that supplier-customer relationships effectively mitigate information asymmetry and that suppliers are willing to provide liquidity to borrowing companies to avoid the violation of long-term relationships. Meanwhile, the value of long-term relationships likely differs, depending on business environments. Accordingly, we premise that the positive effect of trade credit is not evident homogeneously all around the word. We adopt three country-level variables as a proxy for the benefit of long-term relations to



Baek, Kang, and Park (2004), Johnson, Boone, Breach, and Friedman (2000), Mitton (2002), and Lemmon and Lins (2003) also examine firm performance during the East Asian financial crisis to examine the effects of corporate governance. 6 3



address the issue. Country-level variables are advantageous in this research, since individual firms cannot affect those variables, and thus we can view them as an exogenous setting. It is well documented that common law countries protect the rights of outside investors (both shareholders and creditors) well. Under strong investor protection and its effective enforcement by regulators and courts, corporate governance devices work well, and outside investors will be willing to finance firms (La Porta, Lopez-de-Silanes, Shleifer, and Vishny, 2000b). In contrast, when the legal system does not protect outside investors well, alternative devices such as long-term relations become beneficial to mitigate problems arising from information asymmetry. La Porta, Lopez-de-Silanes, Shleifer, and Vishny (1998) and La Porta, Lopez-deSilanes, and Shleifer (1999) also find that companies in civil law countries have more concentrated ownership structures than those in common law countries. In civil law countries, business groups are developed and affiliated companies are likely to keep long-term relations. Those discussions motivate us to adopt legal origin as a measure of the value of long-term relationships. El Ghoul and Zheng (2016) show evidence that national culture affects the level of trade credit supply. By using data of non-state Chinese firms during the period from 2003 to 2008, Wu, Firth, and Rui (2014) show evidence that private firms located in higher social trust regions use more trade credit. Since the value of long-term relations may depend on cultural characteristics, we extract two of Hofstede’s (2001) cultural indices to test our hypothesis. Hofstede’s long-term orientation index captures how people are willing to delay short-term success and gratification in order to prepare for the future. Put differently, people with a longterm orientation value patience, perseverance, and saving. We presume that firms in long-term oriented countries are willing to incur high interest rates of trade credit to receive liquidity supply during a liquidity shock. In contrast, people in short-term oriented countries consider the present and past to be more important than the future, and are likely to find trade credit 7



financing costly. El Ghoul and Zheng (2016) indicate that people in high uncertainty avoidance countries are willing to buy insurance to reduce their anxiety about possible financial losses resulting from future adverse outcomes. Being analogous to the discussion for long-term orientation, we premise that firms from countries with high uncertainty avoidance are likely to find trade credit beneficial since it provides them with insurance against liquidity shortage during a financial crisis.



Hypothesis 2: Accounts payable is more positively associated with firm value during a GFC (a) in civil law countries than in common law countries; (b) in long-term oriented countries than in short-term oriented countries; and (c) in countries with high uncertainty avoidance than in countries with low uncertainty avoidance.



3. Methodology, sample selection, and data



We conduct regression analyses of Tobin’s Q to examine the value effects of accounts payable during GFC (Bharath, Jayaraman, and Nagar, 2013). Accounts payable scaled by assets (AccPay) is adopted as our key independent variable to test the hypothesis (see Appendix for definition of variables). However, the value effects of trade credit might not be evident in normal situations. Besides, omitted variables, which are associated both with Tobin’s Q and accounts payable, may generate a biased relation between the two variables. To mitigate these concerns, we examine how liquidity shock (global financial crisis) affects the relation between trade credit and Tobin’s Q. Tobin’s Q is likely to decline during the global financial crisis because firms are forced to curb investments and face the increased probability of financial distress. We predict that firms can attenuate the reduction in value if they keep long-term 8



relations with suppliers ex ante through trade credit. To test this idea, the following analyses use one-year lagged AccPay as well as its interaction term of the global financial crisis dummy (GFC dummy). Given that Lehman Brothers collapsed in September 2008, and stock prices subsequently declined all around the world, we define the GFC period as year 2008 and 2009. Since firm characteristics associated with accounts payable usage (e.g., financial constraints) are likely related to firm’s value, firm-fixed effects models are used to mitigate endogeneity problems arising from time-unvarying omitted variables. Specifically, we estimate the following equation.



𝑻𝒐𝒃𝒊𝒏′ 𝒔 𝑸𝒊,𝒕 = 𝜶 + 𝜷𝟏 𝑨𝒄𝒄𝑷𝒂𝒚𝒊,𝒕−𝟏 + 𝜷𝟐 𝑨𝒄𝒄𝑷𝒂𝒚𝒊,𝒕−𝟏 × 𝑮𝑭𝑪 𝑫𝒖𝒎𝒎𝒚𝒕 + 𝝋𝑿 + 𝝁𝒊 + 𝜹𝒕 + 𝜺𝒊,𝒕



For the control variables (𝑿), we include accounts receivable scaled by assets (AccRec), which represents trade credit on the lender (supplier) side. To control for size effects on Tobin’s Q, we adopt the natural logarithm of assets (Ln(Assets)). Intangible assets over total assets (Intangibles) is included as a proxy for information asymmetry, which we predict to be negatively associated with firm value. To control for effects from concurrent operating performance, earnings before interest and tax scaled by assets (ROA) and sales growth rate (SGR) are adopted. Since Jensen (1986) suggests leverage mitigates free cash flow problems, we add leverage (total liabilities over total assets). Cash and equivalents scaled by assets (CASH) is also included as a measure of free cash flow problems. One-year lagged data are used for those control variables. All variables are winsorized at the top and bottom one percent value (except the dummy variables). We collected our sample companies from the OSIRIS database, provided by Bureau van Dijk. Firms were deleted from the analysis when the aforementioned financial data were not



9



available. Financial companies and real estate firms were also removed from the analysis.4 Besides, countries have been removed from the analysis when the database includes less than 10 firms. As a result, our sample consists of 136,783 firm-year observations involving 21,765 companies from 40 countries during the period 2004 to 2014. Table 1 presents country distribution of the sample. We extract the legal origin of sample countries mainly from La Porta, Lopez-de-Silanes, Shleifer, and Vishny (1997, 1998, 2000a, 2002) and Spamann (2010). Furthermore, we include three ex-socialist countries (China, Poland, and Russia) and one Islamic law (Saudi Arabia) country as civil law countries. After the collapse of the communist regime, ex-socialist (Soviet law) countries in Eastern Europe rapidly returned to their legal tradition (La Porta, Lopez-de-Silanes, Shleifer, and Vishny, 2000b). We follow Luney (1989) (for China), Rajski (2008) (for Poland), and The Robbins Collection5 (for Russia) to identify those three countries as being of German civil legal origin. Brand (1986) indicates that Saudi Arabia has a deep affinity to French civil law in terms of commercial transactions and related law. Our results on civil law countries are robust to the exclusion of those four countries. Out of the entire sample, 40,829 firm-years are from 11 common law countries, whereas 95,954 firm-years are from 29 civil law countries (see Table 1 for the legal origin of our sample countries). Table 1 also indicates that the degree of accounts payable usage, proxied by AccPay, varies widely across countries. Accounts payable is used extensively in countries such as Italy (16.3 percent of assets), South Africa (15.6 percent), and France (14.5 percent), whereas it is less common in Jordan (5.6 percent), Saudi Arabia (5.8 percent), and Egypt (6.5 percent). Table 1 indicates Hofstede’s (2001) long-term orientation and uncertainty avoidance scores for our sample countries. We divide the sample companies into two groups upon the long-term



According to Cuñat (2007), transactions of intermediate goods are scarce in those industries, and therefore trade credit is less likely to be actively used (See also Ng, Smith, and Smith, 1999; Love, Preve, and Sarria-Allende, 2007; Hill, Kelly, and Lockhart, 2012; Klapper, Laeven, and Rajan, 2012). 5 https://www.law.berkeley.edu/ 10 4



orientation score, and countries with a score of 75 or higher are defined as long-term oriented countries (the other countries are classified as short-term oriented countries). Similarly, the entire sample is divided into high and low uncertainty avoidance countries by the uncertainty avoidance score (countries with an uncertainty avoidance score of 69 or higher are identified as high uncertainty avoidance countries). We use those cut-off points throughout the following analysis to classify sample companies. The long-term orientation index is not available for 13 countries, including Chile and Indonesia. Accordingly, the following analyses that use longand short-term oriented countries have smaller sample size than the entire sample. [Insert Table 1 about here] Panel A of Table 2 presents summary statistics of the variables separately for subsamples (common law versus civil law countries; long-term versus short-term oriented countries; high versus low uncertainty avoidance countries). This indicates that accounts payable occupies around 10% of firms’ total assets. Importantly, firms from civil law countries, long-term oriented countries, and high uncertainty avoidance countries show significantly greater AccPay than do those from their counterpart countries (both the mean and median difference tests are significant at the 1% level). In a similar vein, accounts receivable shows a significant presence in balance sheets (AccRec) of companies from civil law, long-term orientated, and high uncertainty avoidance countries. These facts are consistent with our presumption that relationship-based financing is more important in these countries. [Insert Table 2 about here] Panel B shows the differences in mean Tobin’s Q, AccPay, and AccRec between the precrisis period (from year 2004 to 2007) and the years of the GFC (2008 or 2009). It clearly indicates that Tobin’s Q significantly declined during the GFC for all subsamples, probably because investors anticipated that firms suffered from poor financing conditions and financial distress as well as curtailed investments. Consistent with our presumption, the liquidity shock 11



significantly decreased the value of non-US companies. Our presumption also predicts that suppliers in civil law, long-term oriented, and uncertainty avoidance countries are more willing to provide trade credit during a GFC than firms in their counterpart countries. Consistent with this notion, we find that firms in those countries do not decrease AccPay for the first year of the GFC (2008). Although, those countries experienced a significant reduction in AccPay for the second year of GFC (2009), civil law and long-term oriented countries show a smaller shrinkage of trade credits than common law and short-term oriented countries do, respectively.



4. Empirical results



4.1 Baseline results Model (1) of Table 3 presents the results of regressions with firm- and year-fixed effects for the entire sample. AccPay has a positive and significant coefficient, suggesting that accounts payable is positively correlated with Tobin’s Q, even in normal situations. We do not derive any causal inferences from the result, since there are various alternative stories that drive the positive correlation. For instance, firms may increase accounts payable when they predict production increases, which may also boost stock prices. Although the estimation attempts to control for this endogeneity by including SGR, we cannot rule out the possibility that growth forecasts that are not sufficiently captured by the current sales growth affect both accounts payable and Tobin’s Q. [Insert Table 3 about here] As mentioned, we focus on the interaction term of AccPay and GFC dummy to test our hypotheses. We predict that value reduction due to the unexpected liquidity shock is attenuated for firms that have long-term relations with suppliers through trade credit. Consistent with 12



Hypothesis 1, Model (1) of Table 3 carries a positive and significant coefficient on the interaction term of AccPay and the GFC dummy. The result supports the view that suppliers can mitigate the value reduction of borrowing companies arising from the liquidity shock. With respect to the control variables, Ln(Assets) has a negative and significant coefficient, suggesting that small firms tend to have high Tobin’s Q. Consistent with our prediction, Intangibles has a negative and significant coefficient, suggesting that serious information asymmetry decreases firm value. Not surprisingly, the two accounting performance measures (ROA and SGR) are positively associated with Tobin’s Q. Table 3 presents mixed results on the free cash flow theory that both Leverage and CASH have a significantly positive coefficient. A possible interpretation of the results is that cash holdings and availability of debt financing for future investments create value in our international data setting. Accounts receivable is not significantly correlated with Tobin’s Q.



4.2. Value of long-term relation and accounts payable Table 2 indicates that trade credit is highly utilized in civil law countries, more so than in common law countries. We presume that firms operating in countries with weak legal protection need devices such as long-term relations to raise funds from outside investors. To the degree that relationship-based transactions are valuable, especially in civil law countries, suppliers in those countries are likely to provide liquidity to affiliated firms when liquidity shock occurs (Hypothesis 2). We estimate the regressions separately for common and civil law countries to address the issue. Consistent with Hypothesis 2, Models (2) and (3) of Table 3 suggest that accounts payable mitigates firm value reduction during GFC in civil law countries, whereas such an effect is not observed for common law countries. The effect of accounts payable is economically sizable in civil law countries: in Model (3) holding the other explanatory 13



variables constant, a one-standard-deviation increase in AccPay increases Tobin’s Q by 0.056 (0.095 * (0.218 + 0.373)) during the GFC, whereas Panel B of Table 2 suggests that Tobin’s Q declines by about 0.35 from the pre-crisis period. As a further test, Model (4) conducts a regression analysis for the entire sample by adding the three-way interaction term of AccPay, GFC dummy, and an indicator variable that takes on a value of one for firms in civil law countries (civil law dummy). In this estimation, the twoway interaction of AccPay and GFC dummy has an insignificant coefficient, suggesting that accounts payable does not significantly attenuate value deterioration during the GFC in common law countries. Importantly, a positive and significant coefficient is assigned to the three-way interaction term (AccPay*GFC dummy*Country dummy). The stabilization effect of trade credit is significantly strengthened in civil law countries. The estimated coefficient suggests that a one-standard deviation increase of AccPay in common law countries generates a value effect that is smaller by 0.034 than the equivalent increase in civil law countries (0.096 * (0.261 – 0.032) = 0.022 versus 0.056). Firms in long-term oriented and high uncertainty avoidance countries are also likely to find long-term relationships that provide beneficial insurance effects. Therefore, suppliers in those countries are likely to provide liquidity to customers during a GFC. Models (5) through (10) test the idea. Model (5) suggests that trade credit significantly mitigates value reduction during a GFC in long-term oriented countries. Although Model (6) carries a positive and marginally significant coefficient on the two-way interaction term (AccPay*GFC dummy) for short-term oriented countries, Model (7) indicates that trade credit provides firms with significantly greater value effects during GFC in long-term oriented countries than in short-term oriented countries. Models (8) through (10) present a similar result. Trade credit mitigates the deterioration of performance during GFC in countries with high uncertainty avoidance, whereas such a pattern is not observed in countries with low uncertainty avoidance. Overall, 14



Table 3 shows evidence supporting Hypothesis 2 that trade credit is positively associated with firm value during GFC in countries where long-term relations are valuable.



5. Robustness checks



5.1 Regression for matched sample We have used firm-fixed effects models that are advantageous to control for time-unvarying firm-specific characteristics. However, we cannot rule out the possibility that there are omitted time-varying variables that affect both Tobin’s Q and usage of accounts payable. An obstacle to addressing this concern is the difficulty in implementing instrumental variable (IV) regressions that have an interaction term (AccPay*GFC dummy) as an instrumented variable. Alternatively, we replicate the analyses for a subsample that consists of companies with similar characteristics but still has a wide variation in the usage of trade credit. Specifically, we firstly pick up firm-years whose AccPay falls in the range between the 60th and 85th percentile values for the entire sample. Those companies are labeled by high AccPay firms. Meanwhile, firmyears that have AccPay equal to its median or lower are denoted by low AccPay firms. Apart from these procedures, we implement yearly regressions of AccPay for the entire sample by using control variables in the previous section as independent variables to compute the predicted value of AccPay. For each high AccPay firm, the low AccPay firm from the same country and year that is closest in the predicted value is selected as a matched company. These procedures will substantially decrease the variation in firm characteristics associated with the level of accounts payable with keeping a certain variation in the actual level of accounts payable. The subsample can substantially reduce the concern that differences in firm characteristics across sample companies produce a seeming relation between Tobin’s Q and AccPay. Regression analyses for the subsample adopt the interaction term of High AccPay 15



dummy and GFC dummy as a key independent variable. The High AccPay dummy takes on a value of one for high AccPay firms, and zero for their matched firms. Table 4 indicates that accounts payable attenuates value reduction during GFC in civil law, long-term oriented, and high uncertainty avoidance countries, whereas such an effect is not evident in common law, short-term oriented, and low uncertainty avoidance countries. The three-way interaction term (High AccPay dummy*GFC dummy*Country dummy) has a positive and significant coefficient, irrespective of the choice of country dummy. The results are materially unchanged when we replace the High AccPay dummy by AccPay. We also replicate the analyses by selecting matched companies from the same geographic area (Africa, Asia, Europe, North America, South America, Oceania, and the Middle East) or of the same legal origin with the high AccPay firms. Again, the results are qualitatively unchanged (untabulated).These results provide additional support for our hypothesis, by mitigating sample selection biases. [Insert Table 4 about here]



5.2 Instrumental variable regression Our second approach to address endogeneity concerns is to implement instrumental variable (IV) regression analyses. To avoid treating the interaction term as an endogenous variable, we implement the regression for data from years 2008 and 2009 only (2007–2008 data are used for the independent variables). Generally, it is not easy to find appropriate IVs for corporate financial variables. After many preliminary estimations, we finally adopt three instrumental variables: (i) Accounts payable scaled by cost of goods sold (PAYTURN); (ii) long-term associated companies divided by assets (LONGREL); and (iii) Industry-standard deviation of



16



asset turnover (sales over assets) (SDAT).6 High PAYTURN suggests that the firm tends to take a long time to cash accounts payable. Those firms may need to continuously rely on accounts payable to procure materials (Giannetti, Burkart, and Ellingsen, 2011). Long-term associated companies represent investments in unconsolidated subsidiaries and associated firms in which the firm has a business relationship or exerts control. Firms with large LONGREL may be able to afford to provide financial resources to affiliated companies. We presume that those companies provide liquidity to their affiliated companies and borrow less during GFC. Industry-standard deviation of asset turnover represents market uncertainty. Suppliers tend to provide trade credit to stabilize demand uncertainty (Long, Malitz, and Ravid, 1993). Customers of those suppliers are also likely to use accounts payable to reduce business uncertainty (Atanasova, 2007; Hill, Kelly, and Lockhart, 2012). We predict that AccPay is positively associated with SDAT. IV regression results are presented in Table 5. These estimations include industry and country dummy variables instead of firm-fixed effects. Since the Pagan-Hall test is always significant, we adopt GMM IV rather than simple 2SLS regressions. The first-stage regression results commonly provide a positive and significant coefficient on PAYTURN and SDAT, while LONGREL has a negative coefficient (statistically significant in most estimations). F-values for excluded instrumental variables are reliably high, suggesting that our instrumental variables explain the variation in the AccPay well. [Insert Table 5 about here] The Hansen J test statistic is not statistically significant for Models (2), (3), (4), and (6),



We also use as IVs bank debt over assets, materials over assets, investments over assets, accounts receivable scaled by sales, the average AccPay in the country and industry (computed by excluding the firm under computation), legal origin dummy (common or civil law), Hofstede’s national culture scores, and so on. As for cultural scores, we also adopt residuals obtained from a regression of a cultural score against other dimensions’ cultural scores, following El Ghoul and Zheng (2016). Statistical tests reject the validity of those variables as IVs. 17 6



suggesting that the IVs are valid in those estimations. Models (3) and (4) carry a positive and significant coefficient on AccPay, suggesting that accounts payable is positively related to Tobin’s Q in civil law and long-term oriented countries. As with our previous regressions, the IV regression for common law countries (Model (2)) offers an insignificant coefficient on AccPay. Meanwhile, Model (6) engenders an insignificant coefficient on AccPay, differently from former regressions. However, the Hausman test of this estimation does not reject the null hypothesis that AccPay is exogenous. Overall, IV regression results offer some support for our hypotheses.



5.3 Alternative definition of GFC and trade credit variables We have defined the GFC period as years 2008 and 2009. One can criticize that the stock market should incorporate potential negative impacts of liquidity shock within a short period after the collapse of Lehman Brothers. To address the concern, we replicate the analysis by assigning one to the GFC dummy for the year 2008 observations only. The untabulated results are qualitatively unchanged. The main results are also materially the same when we assign one to the GFC dummy for the year 2009 observations only. The time at which the GFC inflicted serious damage may differ across countries (Lins, Volpin, and Wagner, 2013). To address this concern, we identify the specific year of the GFC (2008 or 2009) for every single country, when the average firm shows lower Tobin’s Q. In Models (1) to (4) of Table 6, we classify sample countries by the year of low Tobin’s Q (the worst GFC year) and a measure of benefits of longterm relations. In this analysis, the GFC dummy takes on a value of one for year 2008 (2009) only for firms from countries showing low Tobin’s Q in 2008 (2009). [Insert Table 6 about here] Models (1) to (4) in Panels A through C indicate that trade credit attenuates value deterioration for the worst GFC year in civil law, long-term oriented, and high uncertainty 18



avoidance countries. Model (2) of Panel B suggests that accounts payable has a positive stabilizing effect also for short-term oriented countries, if the worst GFC year is 2008. However, such an effect is not observed for short-term oriented countries whose worst GFC year is 2009 (Model (4) of Panel B). Another potential criticism is that the GFC started with the collapse of the sub-prime loan market in 2007. However, we argue that non-US stock markets did not show unfavorable movements in 2007, since our data indicate that the mean Tobin’s Q in 2007 is significantly greater than the mean for the rest of the sample period (except 2008 and 2009). We have used raw AccPay as a measure of trade credit. However, some firms may frequently use accounts receivable together with accounts payable in their business transactions. Indeed, our data show a highly positive correlation between AccPay and AccRec (the correlation coefficient is 0.526). To address potential multicollinearity problems, we implement the regression analysis by using the residual of AccPay, which is obtained from the OLS estimation of AccPay against AccRec. The results of the firm fixed-effects models are presented in Models (5) and (6) of Table 6. Those models in Panels A through C find that the interaction term of the residual AccPay and GFC dummy has a positive and significant coefficient for civil law, longterm oriented, and high uncertainty avoidance countries. Potential multicollinearity does not bias our main results. Tobin’s Q declines during the GFC probably due to liquidity shortage. We have related the deteriorated value to one-year lagged AccPay, given the presumption that firms keeping ex ante long-term relations with suppliers can mitigate value reduction. However, the GFC may substantially change trade credit supply as well (Panel B of Table 2), and AccPay during the crisis may reflect firms’ liquidity status. To address the concern, we replicate the analysis by using two- and three-year lagged AccPay, which is likely to capture the pre-GFC relationship with business suppliers. The results when we use those variables are presented in Models (7) to (10) of Table 6. Again, the interaction term of AccPay and the GFC dummy has a positive 19



and significant coefficient for civil law, long-term oriented, and high uncertainty avoidance countries. In contrast, the interaction term has an insignificant coefficient for common law, short-term oriented, and low uncertainty avoidance countries, except that the interaction term involving two-year lagged AccPay has an only a marginally significant coefficient for shortterm oriented countries (Model (8) of Panel B). We have treated ex-socialism (China, Poland, and Russia) and Islamic law (Saudi Arabia) countries as civil law countries. As a robustness check, we delete those countries from the civil law sample, and replicate the analysis. The untabulated results are qualitatively unchanged. We also replicate analyses for common law countries by adding US companies. The regression also offers an insignificant coefficient for the interaction term of AccPay and the GFC dummy. Therefore, our main finding on legal origin is robust to the exclusion of ex-socialism and Islamic law countries and the inclusion of US companies. It would also be noteworthy that both AccPay and its interaction term with the GFC dummy have an insignificant coefficient when we implement the regression only for US, where market-based transactions are prevailing.



5.4 Other country characteristics We have argued that trade credit creates value in civil law, long-term oriented, and high uncertainty avoidance countries where long-term relations are likely beneficial. However, those country characteristics may be correlated with other country attributes, and previous findings might be driven by other factors. To address this concern, we separate sample countries by various country-level variables, and replicate the analysis. Availability of external financing likely depends on the degree of capital market developments. Fisman and Love (2003) point out that in countries with less developed capital markets, firms use accounts payable as their alternative financing source. La Porta, Lopez-deSilanes, Shleifer, and Vishny (1997, 2000b) argue that legal investor protection is an important 20



factor associated with developments in financial markets. According to these arguments, the degree of capital market developments might be a factor underlying the value effects of trade credit. To address this issue, we replicate the analysis for subsamples created by the degree of capital market developments and the benefits of long-term relations. We use the ratio of stock market capitalization to GDP, the ratio of corporate bond issuance volume to GDP, and the ratio of private credit by deposit money banks and other financial institutions to GDP (available from the World Bank), as measures of capital market development. All the sample companies are divided into two groups by one of the measures of capital market developments. Then, each group is classified according to legal origin, degree of long-term orientation, or uncertainty avoidance by using the previous cut-off point. Results from firm fixed-effects models are materially unchanged (see Table S1 in the Supplementary Table section). Estimations for common law countries engender an insignificant coefficient on the interaction term of AccPay and the GFC dummy, irrespective of the degree of capital market developments. In contrast, all models for civil law countries suggest that trade credit mitigates value reduction during GFC, regardless of the capital market situation. This result rules out the possibility that the civil law countries show significantly greater value effects of trade credit because they tend to have less developed capital markets. Similarly, the AccPay*GFC dummy has a positive and significant coefficient for long-term oriented and high uncertainty avoidance countries, irrespective of the level of capital market developments. Although some models suggest that accounts payable significantly creates value during GFC even in short-term oriented countries when the capital market is less developed, we do not find robust evidence that capital market developments drive the significant value effect of trade credit. El Ghoul and Zheng (2016) show evidence that suppliers located in countries with higher collectivism, power distance, uncertainty avoidance, and masculinity scores tend to offer more 21



trade credit to their customers. Although we extract two cultural measures (long-term orientation and uncertainty avoidance) that are likely associated with the benefits of long-term relations, our results might arise from correlations among national culture variables. To address this concern, we replicate the analysis for subsamples created by Hofstede’s (2001) cultural measure, which has not been used in this study (collectivism; power distance; masculinity) as well as a measure of benefits of long-term relations (legal origin, long-term orientation, and uncertainty avoidance). Again, results show that the interaction term of AccPay and GFC dummy is insignificant for common law countries, regardless of the degree of collectivism, power distance, and masculinity (see Table S2 in the Supplementary Table section). In contrast, estimations for civil law countries carry a positive and significant coefficient on the AccPay*GFC dummy, except when power distance is high. The interaction term also has a positive and significant coefficient in all models for long-term oriented and high uncertainty avoidance countries, while ten of twelve estimations for short-term oriented and low uncertainty avoidance countries provide an insignificant coefficient to the interaction term. Overall, there is no strong evidence that collectivism, power distance, and masculinity are associated with the value effects of trade credits. Those results generally support our view that trade credit creates value in countries where long-term relations are beneficial.



5.5 Further analyses Carbó-Valverde, Rodríguez-Fernández, and Udell (2016) argue that small and medium-size firms use accounts payable, which provides insurance against financing difficulties, more frequently than large firms. This fact gives rise to the prediction that the value effect of accounts payable is especially evident for small companies. To test this notion, we split the entire sample of companies equally into two groups every year upon total assets, and then divide each group 22



by a proxy for benefits of long-term relations (using the cut-off points in the entire sample). The results for those subsamples suggest that both large and small companies receive significant benefits of trade credit during GFC in civil law, long-term oriented, and high uncertainty avoidance countries (see Table S3 in the Supplementary Table section). In contrast, the interaction term of AccPay and GFC dummy is not statistically significant in common law, short-term oriented, and low uncertainty avoidance countries, irrespective of firm size. This finding indicates that even large companies enjoy the value effect in countries where long-term relations are beneficial. Our data also indicate that large companies have significantly greater AccPay than small firms in those countries do. Given that trade credit is an important financing source for large companies in those countries, it is not contradictory with our hypothesis that the stabilization effect of trade credit is evident for large companies as well. The GFC had tremendous negative impacts around the world, and even large companies may have suffered from limited access to the external capital market. In such a situation, liquidity provided by suppliers should be advantageous even to large firms. Indeed, Abdulla, Dang, and Khurshed (2017) show evidence that private firms received significantly less trade credit during the GFC, whereas public firms experienced an economically insignificant change in their use of trade credit. Previous studies also argue that trade credit is an important financing source for financially constrained companies (Petersen and Rajan, 1997). Although firm size is a conventional proxy for financial constraints, we address the issue by using alternative measures such as the KZIndex, WW index, and dividend payment.7 Again, the results generally suggest that trade credit mitigates performance decline during GFC in civil law, long-term oriented, and high



We follow Lamont, Polk, and Saa-Requejo (2001) for computation of KZ-Index, and Whited and Wu (2006) and Hennessy and Whited (2007) for WW-Index. Dividend/assets is computed as cash dividend over assets. 23 7



uncertainty avoidance countries, regardless of firms’ financial status (see Table S3 in the Supplementary Table section). We have presumed that long-term relations are beneficial in civil law, long-term oriented, and high uncertainty avoidance countries. Meanwhile, long-term relations between suppliers and customers may take various forms. Generally, companies belonging to a family group are connected through pyramidal equity ownerships. Trade credit may provide an important financing channel in the internal capital market of family business groups. On the other hand, long-term business relations can be held among companies without significant ownership relations (e.g., Japanese keiretsu groups). La Porta, Lopez-de-Silanes, Shleifer, and Vishny (2000b) suggest that family control prevails in civil law countries. To examine whether our results come mainly from family business groups, we replicate the analysis by dividing sample countries by % family group (Masulis, Pham, and Zein, 2011) and our measures of benefits of long-term relations. The regression results suggest that in civil law countries trade credit has a positive and significant value effect during GFC, irrespective of the predominance of family groups (see Table S4 in the Supplementary Table section). Remarkably, civil law countries with a low percentage of family groups show a significantly greater coefficient of the AccPay*GFC dummy than those with a high percentage of family groups. In addition, we find no evidence that trade credit mitigates value reduction during GFC in common law countries, irrespective of the portion of family groups. These findings rule out the possibility that our findings on civil law countries come mainly from family business groups. Rather, trade credit is likely to generate a significant value effect in supplier-customer relationships outside a specific family group. Similarly, we find that trade credit has a positive and significant value effect during GFC in long-term oriented and high uncertainty avoidance countries, regardless of the predominance of family business. 24



In countries with weak creditor rights, borrowers may exhibit opportunistic behaviors, such as diversion of company assets, especially during a liquidity shock. Potential opportunistic behaviors may increase agency costs of debt and thereby decrease borrowers’ value. Meanwhile, trade credit can reduce borrower opportunism, since it involves goods and services, which cannot be more easily diverted than cash (Burkart and Ellingsen, 2004). To examine whether our results come from borrower opportunism, we divide sample countries by the creditor rights index (Djankov, McLiesh, and Shleifer, 2007) and then divide each group by a measure of benefits of long-term relations. Again, regression results for the subsamples indicate that trade credit has a positive and significant value effect during GFC in civil law, long-term oriented, and high uncertainty avoidance countries, irrespective of the level of legal creditor protection, whereas such a value effect is not evident in other countries (see Table S4 in the Supplementary Table section). The result rules out the possibility that our findings are attributable to borrowers’ opportunistic behaviors in countries with weak creditor protection. Finally, we examine whether bank debt has a similar effect with trade credit. The literature on trade credit argues that it substitutes for bank debt, of which the supply tends to decline during a liquidity shock (Atanasova, 2007). This idea raises a prediction that firms relying on bank debt suffer from deteriorating performance during GFC. Baek, Kang, and Park (2004) show evidence that bank debt was negatively associated with the performance of stock prices of Korean companies during the 1997 financial crisis. On the other hand, banks tend to keep long-term relations with borrowing firms and mitigate problems arising from information asymmetry. This idea gives rise to a prediction that banks provide liquidity to borrowing companies during a financial crisis. Hoshi, Kashyap, and Scharfstein (1990) show evidence that Japanese firms enjoying close relationships with their main banks invest and sell more after the onset of financial distress than companies without such a relationship. To test the idea, we replicate regression analyses by adding a bank debt variable (BankLoan) and its interaction 25



term with the GFC dummy. Regression results are presented in Table 7. Since two components of liabilities are included (AccPay and BankLoan), together with LEVERAGE, this analysis scales accounts payable and bank debt by total liabilities. It would be noteworthy that BankLoan has a negative and significant coefficient. This result suggests that firms relying on bank loans tend to have low Tobin’s Q in normal situations, even though endogeneity concerns prevent us from arguing causal relationships between the two variables. Model (1) carries a positive and significant coefficient on the interaction term between BankLoan and GFC Dummy, suggesting that the relation between bank loans and firm value becomes more positive during GFC. Although the result is consistent with the view that banks provide liquidity to borrowing companies during GFC, the estimated coefficients indicate that the marginal effect of bank loans on Tobin’s Q during GFC is 0.175 (-0.273 + 0.448), which is much smaller than that of accounts payable (0.243 + 0.307 = 0.550). The interaction term has a positive and significant coefficient in civil law, long-term oriented, and high uncertainty avoidance countries. However, negative and significant coefficients on BankLoan in those countries imply that the performance effect of bank loans is smaller than that of trade credits. [Insert Table 7 about here] In contrast, both AccPay and its interaction term with GFC dummy have positive and significant coefficients in countries where long-term relations are valuable, as well as for the entire sample. The result is materially unchanged when we exclude BankLoan and its interaction term with GFC Dummy (untabulated). The result suggests that our main findings are robust to the choice of denominator of the accounts payable variable.



6. Conclusion
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This paper investigates whether trade credit creates value for borrowing companies by focusing on non-US companies during the period of the global financial crisis. Given that a global financial crisis is an unexpected exogenous event for non-US companies, such an analysis is advantageous for mitigating endogeneity concerns. We also examine whether the effect of trade credit is evident in civil law, long-term oriented, and high uncertainty avoidance countries where long-term relations are likely valuable. We find that accounts payable is positively associated with firm performance during the global financial crisis in those countries. The result is robust to control for endogeneity problems and other country characteristics, as well as to definitions of the global financial crisis period and accounts payable variable. This research makes significant contributions to the literature. This paper shows novel evidence that accounts payable avoids stock price reduction during a liquidity shock. We obtain the evidence by applying the method of previous studies, which take advantage of liquidity shocks to examine the role of corporate governance (Johnson, Boone, Breach, and Friedman, 2000; Mitton, 2002; Lemmon and Lins, 2003; Baek, Kang, and Park, 2004; Bharath, Jayaraman, and Nagar, 2013; Lins, Volpin, and Wagner, 2013). By using international data, we also show novel evidence that trade credit has a significant effect on value in countries where long-term business relations are likely valuable due to their legal and cultural attributes.
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Appendix A Definition of variables Variable Tobin’s Q



Definition Tobin’s Q computed by PBR×(1-Leverage) + Leverage



AccPay



Accounts payable scaled by assets



GFC dummy



Dummy variable that takes on a value of one for observations from year 2008 and 2009.



Civil law dummy



Dummy variable that takes on a value of one for firms from civil law countries, and zero for firms from common law countries.



Long-term orientation dummy



Dummy variable that takes on a value of one for firms from long-term oriented countries, and zero for firms from shortterm oriented countries. Our sample firms are divided equally into long- and short-term oriented countries by Hofstede’s (2001) long-term orientation score.



High uncertainty avoidance dummy



Dummy variable that takes on a value of one for firms from high uncertainty avoidance countries, and zero for firms from low uncertainty avoidance countries. Our sample firms are divided equally into high and low uncertainty avoidance countries by Hofstede’s (2001) uncertainty avoidance score.



High AccPay dummy



Dummy variable that takes on a value of one for high AccPay firms, and zero for low AccPay firms. High AccPay firms are those with AccPay falling in the range between the 60th and 85th percentile values for the entire sample. Low AccPay firms are matched companies of High AccPay firms, and have AccPay equal to or lower than the entire sample median.



AccRec



Accounts receivable scaled by assets



Ln(assets)



Natural logarithm of assets



Intangibles



Intangible assets scaled by assets



ROA



Earnings before interest and tax scaled by assets



Leverage



Total liabilities scaled by assets



CASH



Cash and equivalents scaled by assets



SGR



Sales growth rate



PAYTURN



Accounts payable scaled by cost of goods sold



LONGREL



Long-term associated companies divided by assets



SDAT



Industry-standard deviation of asset turnover (sales over assets)



BankLoan



Bank loans scaled by total liabilities 33



Table 1 Country distribution This table depicts country distribution of our sample companies. Means of AccPay (accounts payable over assets) and AccRec (accounts receivable over assets), legal origin, Hofstede’s (2001) long-term orientation, and uncertainty avoidance scores are also presented. Country



N (firm-years)



N of firms



AccPay



AccRec



Legal origin



Long-term orientation



Uncertainty avoidance



5948 5483 1155 329 1871 7447 719 4644 1615 3632 7986



944 1238 134 49 338 902 104 617 256 468 1270



0.100 0.125 0.066 0.105 0.099 0.082 0.093 0.115 0.156 0.095 0.104



0.134 0.117 0.077 0.134 0.188 0.175 0.114 0.179 0.183 0.152 0.156



English English English English English English English English English English English



31 23 96 43 30 48 56 25



51 48 29 35 81 36 49 8 49 64 35



589 787 892 10960 961 642 1076 3885 4713 1773 2418 1765 29348 927 12837 684 791 1015 504 1005 589 418 1115 642 925 2286 1320 9313 1774



69 97 137 3629 111 139 111 659 679 232 352 256 3364 123 1730 100 209 129 95 153 176 60 234 99 115 353 185 1568 281



0.094 0.137 0.080 0.090 0.085 0.065 0.084 0.145 0.096 0.096 0.111 0.163 0.134 0.056 0.100 0.098 0.104 0.081 0.066 0.066 0.152 0.120 0.102 0.058 0.133 0.099 0.082 0.096 0.120



0.164 0.178 0.119 0.116 0.161 0.108 0.180 0.227 0.167 0.220 0.154 0.213 0.210 0.161 0.217 0.125 0.176 0.127 0.089 0.111 0.179 0.159 0.130 0.116 0.165 0.177 0.168 0.155 0.184



German French French Germana) Scandinavian French Scandinavian French German French French French German French German French French Scandinavian French French Germanb) French Germanc) Frenchd) French Scandinavian German German French



31 38 118 46 41 39 31 34 80 75 44 44 19 32 30 19 33 40 87 -



70 94 86 30 23 80 59 86 65 100 48 75 92 65 85 82 53 50 87 44 93 99 95 80 86 29 58 69 85



Common law countries Australia Canada Hong Kong Ireland Israel Malaysia New Zealand Singapore South Africa Thailand United Kingdom Civil law countries Austria Belgium Chile China Denmark Egypt Finland France Germany Greece Indonesia Italy Japan Jordan Korea Mexico Netherlands Norway Peru Philippines Poland Portugal Russia Saudi Arabia Spain Sweden Switzerland Taiwan Turkey



a) We follow Luney (1989) to identify China as being of German-civil law origin. b) We follow Rajski (2008) to identify Poland as being of German-civil law origin. c) We follow The Robbins Collection to identify Russia as being of German-civil law origin. d) We follow Brand (1986) to identify Saudi Arabia as being of French-civil law origin.
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Table 2 Summary statistics and changes in firm value and trade credits surrounding GFC Panel A of this table presents summary statistics of the variables separately for the subsamples. See Table 1 for the legal origin of our sample countries. Sample companies are equally divided into long- and short-term oriented countries by Hofstede’s (2001) long-term orientation score (see Table 1 for the long-term orientation scores of our sample countries). Similarly, the sample companies are equally divided into high and low uncertainty avoidance countries by Hofstede’s (2001) uncertainty avoidance score (see Table 1 for uncertainty avoidance scores of our sample countries). AccPay is accounts payable scaled by assets. AccRec is accounts receivable scaled by assets. Intangibles is intangible assets divided by assets. ROA is earnings before interest and tax scaled by assets. Leverage is total liabilities over assets. CASH is cash and equivalents divided by assets. SGR is sales growth ratio. See Appendix for the computation of Tobin’s Q. For each variable, the mean and median are presented above, and the standard deviation (with parenthesis) and number of observations (in brackets) are indicated below. Asterisks on mean/median are for the null hypothesis that the mean/median is identical between the two subsamples under comparison (common law countries versus civil law countries; long-term versus short-term orientation; high versus low uncertainty avoidance). Panel B shows the mean differences in Tobin’s Q, AccPay, and AccRec between the pre-crisis period (2004 to 2007) and a year of GFC (2008 or 2009). Asterisks in Panel B are for the null hypothesis that the mean value is identical between the pre-crisis period and a year of GFC (2008 or 2009). Panel A: Summary statistics Sample Tobin’s Q AccPay AccRec Total assets (million USD) Intangibles ROA Leverage CASH SGR PAYTURN LONGREL SDAT BankLoan



Common law versus Civil law Common law Countries Civil law countries Mean Median Mean Median (S.D.) [N] (S.D.) [N] 1.472*** 1.118*** 1.372 1.081 (1.112) [40829] (0.972) [95954] 0.103*** 0.075*** 0.111 0.085 (0.096) [40829] (0.095) [95954] 0.153*** 0.126*** 0.181 0.162 (0.128) [40829] (0.130) [95954] 1364.40*** 86.16*** 2137.68 221.60 (9034.34) [40829] (11278.75) [95954] 0.116*** 0.021*** 0.059 0.013 (0.178) [40829] (0.111) [95954] 0.020*** 0.059*** 0.044 0.048 (0.188) [40829] (0.107) [95954] 0.452*** 0.449*** 0.504 0.514 (0.220) [40829] (0.210) [95954] 0.143*** 0.091*** 0.134 0.096 (0.151) [40829] (0.128) [95954] 0.272*** 0.107*** 0.156 0.078 (0.772) [40829] (0.495) [95954] 0.326*** 0.172*** 0.219 0.154 (0.527) [37463] (0.306) [94806] 0.017*** 0.000*** 0.012 0.000 (0.052) [40829] (0.038) [95954] 0.929*** 0.698*** 0.639 0.585 (0.771) [40799] (0.377) [95711] 0.036*** 0.000*** 0.066 0.021 (0.083) [40829] (0.093) [95954]



Long-term versus Short-term orientation High versus Low uncertainty avoidance Long-term oriented countries Short-term oriented countries High uncertainty avoidance Low uncertainty avoidance Mean Median Mean Median Mean Median Mean Median (S.D.) [N] (S.D.) [N] (S.D.) [N] (S.D.) [N] 1.300*** 1.043*** 1.576 1.207 1.238*** 1.026*** 1.576 1.197 (0.881) [63613] (1.179) [50866] (0.782) [70353] (1.193) [66430] 0.113*** 0.087*** 0.109 0.083 0.118*** 0.092*** 0.098 0.073 (0.096) [63613] (0.095) [50866] (0.099) [70353] (0.090) [66430] 0.185*** 0.168*** 0.160 0.137 0.196*** 0.178*** 0.148 0.123 (0.129) [63613] (0.128) [50866] (0.131) [70353] (0.124) [66430] 1637.18*** 224.49*** 2598.83 129.91 2106.37*** 218.81*** 1695.57 130.97 (8162.582) [63613] (14066.09) [50866] (10681.02) [70353] (10642.44) [66430] 0.030*** 0.010*** 0.147 0.061 0.047*** 0.010*** 0.107 0.028 (0.056) [63613] (0.185) [50866] (0.096) [70353] (0.165) [66430] 0.040*** 0.043*** 0.021 0.058 0.044*** 0.046*** 0.030 0.057 (0.094) [63613] (0.182) [50866] (0.101) [70353] (0.166) [66430] 0.489*** 0.495*** 0.498 0.509 0.503*** 0.510*** 0.472 0.478 (0.208) [63613] (0.219) [50866] (0.210) [70353] (0.218) [66430] 0.152*** 0.116*** 0.133 0.080 0.130*** 0.094*** 0.144 0.096 (0.129) [63613] (0.147) [50866] (0.123) [70353] (0.146) [66430] 0.143*** 0.073*** 0.257 0.105 0.121*** 0.060*** 0.264 0.119 (0.453) [63613] (0.738) [50866] (0.432) [70353] (0.720) [66430] 0.181*** 0.143*** 0.356 0.191 0.201*** 0.150*** 0.305 0.169 (0.209) [63495] (0.537) [47112] (0.258) [69946] (0.484) [62323] 0.009*** 0.000*** 0.015 0.000 0.012*** 0.000*** 0.015 0.000 (0.032) [63613] (0.046) [50866] (0.038) [70353] (0.038) [66430] 0.610*** 0.586*** 0.873 0.685 0.639*** 0.586*** 0.817 0.643 (0.227) [63601] (0.698) [50699] (0.422) [70207] (0.634) [66303] 0.061*** 0.023*** 0.059 0.000 0.067*** 0.027*** 0.046 0.000 (0.085) [63613] (0.099) [50866] (0.091) [70353] (0.090) [66430]
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Table 2 (Continued) Panel B: Changes in Tobin’s Q and trade credits surrounding GFC Common law versus Civil law Sample



Difference in mean Tobin’s Q Pre-crisis versus 2008 Pre-crisis versus 2009 Difference in mean AccPay Pre-crisis versus 2008 Pre-crisis versus 2009 Difference in mean AccRec Pre-crisis versus 2008 Pre-crisis versus 2009



Long- versus Short-term orientation Long-term oriented Short-term oriented countries countries Mean Mean (p-value) (p-value)



High versus Low uncertainty avoidance High uncertainty avoidance Low uncertainty avoidance countries countries Mean Mean (p-value) (p-value)



Common law countries



Civil law countries



Mean (p-value)



Mean (p-value)



-0.392*** (0.000) -0.392*** (0.000)



-0.352*** (0.000) -0.348*** (0.000)



-0.304*** (0.000) -0.369*** (0.000)



-0.451*** (0.000) -0.363*** (0.000)



-0.338*** (0.000) -0.286*** (0.000)



-0.388*** (0.000) -0.388*** (0.000)



-0.007*** (0.000) -0.013*** (0.000)



0.000 (0.803) -0.008*** (0.000)



0.000 (0.907) -0.007*** (0.000)



-0.006*** (0.000) -0.016*** (0.000)



-0.001 (0.385) -0.016*** (0.000)



-0.002** (0.046) -0.008*** (0.000)



-0.009*** (0.000) -0.015*** (0.000)



-0.003* (0.090) -0.003* (0.097)



-0.004** (0.028) 0.003 (0.200)



-0.010*** (0.000) -0.025*** (0.000)



-0.001 (0.489) -0.017*** (0.000)



-0.008*** (0.000) -0.006*** (0.005)



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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Table 3 Regression results This table presents results of regressions with firm- and year-fixed effects of Tobin’s Q. Model (1) is for the entire sample, while Models (2) through (10) are for subsamples. Models (2) to (4) compare the effect of accounts payable between common law and civil law countries: Model (4) includes the interaction terms involving the civil law dummy that takes on a value of one for civil law countries, and zero for common law countries (see Table 1 for the legal origin of our sample countries). Models (5) to (7) compare the effect between long- and short-term oriented countries: Model (7) includes the interaction terms involving the long-term orientation dummy that takes on a value of one for long-term oriented countries, and zero for short-term oriented countries. The entire sample of companies is equally divided into long- and short-term oriented countries by Hofstede’s (2001) long-term orientation score (see Table 1 for the long-term orientation score for our sample countries). Finally, Models (8) to (10) compare the effect of accounts payable between high and low uncertainty avoidance countries: Model (10) adopts the interaction terms involving the high uncertainty avoidance dummy that takes on a value of one for high uncertainty avoidance countries, and zero for low uncertainty avoidance countries. The entire sample of companies is equally divided into high and low uncertainty avoidance countries by Hofstede’s (2001) uncertainty avoidance score (see Table 1 for the uncertainty avoidance scores of our sample countries). AccPay is accounts payable scaled by assets. The GFC dummy takes on a value of one for observations from year 2008 and 2009. AccRec is accounts receivable scaled by assets. Ln(Assets) is the natural logarithm of assets. Intangibles is intangible assets divided by assets. ROA is earnings before interest and tax scaled by assets. Leverage is total liabilities over assets. CASH is cash and equivalents divided by assets. SGR is sales growth ratio. See Appendix A for computation of Tobin’s Q. T-statistics computed by using robust standard errors are reported in parentheses.
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Table 3 (Continued)



Sample



(1)



(2)



(3) (4) Common law versus Civil law



Entire



Common law



Civil law



Civil law dummy



Country dummy used AccPay AccPay × GFC dummy



0.280*** (3.52) 0.269*** (6.05)



0.261* (1.83) -0.032 (-0.31)



0.218** (2.44) 0.373*** (8.08)



0.052 (0.87) -0.278*** (-25.87) -0.228*** (-3.40) 0.479*** (10.52) 0.487*** (13.05) 0.548*** (10.81) 0.032*** (5.52) 4.352*** (34.95) YES YES 136783 0.084



0.152 (1.34) -0.277*** (-16.08) -0.209** (-2.13) 0.211*** (3.21) 0.459*** (7.90) 0.791*** (9.87) 0.035*** (4.13) 4.333*** (22.85) YES YES 40829 0.097



0.016 (0.24) -0.277*** (-19.92) -0.148* (-1.67) 0.802*** (13.27) 0.545*** (11.20) 0.350*** (5.52) 0.028*** (3.56) 4.325*** (26.44) YES YES 95954 0.085



AccPay × Country dummy AccPay × GFC dummy × Country dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



Entire



0.302** (2.19) -0.031 (-0.39) -0.029 (-0.18) 0.404*** (5.55) 0.054 (0.91) -0.278*** (-25.76) -0.226*** (-3.37) 0.478*** (10.51) 0.487*** (13.09) 0.551*** (10.86) 0.033*** (5.55) 4.345*** (34.81) YES YES 136783 0.085



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(5) (6) (7) Long- versus Short-term orientation Long-term Short-term Entire orientation orientation Long-term orientation dummy 0.368*** 0.251* 0.182 (3.48) (1.78) (1.35) 0.374*** 0.182* -0.002 (7.23) (1.92) (-0.03) 0.349** (2.12) 0.528*** (8.27) -0.059 0.109 0.014 (-0.70) (0.96) (0.19) -0.308*** -0.277*** -0.291*** (-17.38) (-17.62) (-24.48) 0.164 -0.229*** -0.202*** (0.89) (-2.81) (-2.73) 0.823*** 0.270*** 0.431*** (11.38) (4.28) (8.74) 0.710*** 0.394*** 0.504*** (11.59) (6.83) (11.89) 0.254*** 0.756*** 0.553*** (3.60) (9.47) (9.86) 0.021** 0.045*** 0.033*** (2.30) (5.13) (4.94) 4.565*** 4.523*** 4.524*** (21.77) (24.84) (32.45) YES YES YES YES YES YES 63613 50866 114479 0.117 0.085 0.089



(8) (9) (10) High versus Low uncertainty avoidance High uncertainty Low uncertainty Entire avoidance avoidance High uncertainty avoidance dummy 0.117 0.333*** 0.284** (1.39) (2.64) (2.32) 0.362*** -0.004 -0.121* (7.74) (-0.04) (-1.76) 0.024 (0.17) 0.588*** (9.67) 0.117* 0.016 0.054 (1.72) (0.17) (0.90) -0.273*** -0.304*** -0.277*** (-17.56) (-20.83) (-25.69) -0.275*** -0.216** -0.225*** (-2.93) (-2.52) (-3.35) 0.753*** 0.350*** 0.479*** (11.94) (5.90) (10.53) 0.594*** 0.434*** 0.490*** (11.77) (8.35) (13.14) 0.419*** 0.628*** 0.552*** (6.28) (9.01) (10.87) 0.043*** 0.036*** 0.032*** (5.13) (4.71) (5.54) 4.198*** 4.700*** 4.337*** (22.81) (28.57) (34.67) YES YES YES YES YES YES 70353 66430 136783 0.124 0.088 0.085



Table 4 Regression for matched sample This table presents results of regressions with firm- and year-fixed effects of Tobin’s Q for the matched sample. The matched sample was created by choosing a matching firm for each firm-year, in which the AccPay falls in the range between the 60th and 85th percentile values in the entire sample (high AccPay firms). Firm-years, of which AccPay is equal to the entire sample median or lower are labeled by low AccPay firm. For each high AccPay firm, we select the low AccPay firm from the same country and year that is closest in the predicted value of AccPay as a matching firm. The high AccPay dummy takes on a value of one for High AccPay firms, and zero for their matched low AccPay firms. The GFC dummy takes on a value of one for observations from year 2008 and 2009. The civil law dummy takes on a value of one for civil law countries, and zero for common law countries (see Table 1 for the legal origin of our sample countries). The long-term orientation dummy takes on a value of one for long-term oriented countries, and zero for short-term oriented countries. The entire sample of companies is equally divided to long- and short-term oriented countries by Hofstede’s (2001) long-term orientation score (see Table 1 for long-term orientation score for our sample countries). The high uncertainty avoidance dummy takes on a value of one for high uncertainty avoidance countries, and zero for low uncertainty avoidance countries. The entire sample of companies is equally divided between high and low uncertainty avoidance countries by Hofstede’s (2001) uncertainty avoidance score (see Table 1 for the uncertainty avoidance score for our sample countries). AccRec is accounts receivable scaled by assets. Ln(Assets) is the natural logarithm of assets. Intangibles is intangible assets divided by assets. ROA is earnings before interest and tax scaled by assets. Leverage is total liabilities over assets. CASH is cash and equivalents divided by assets. SGR is the sales growth ratio. See Appendix A for a computation of Tobin’s Q. T-statistics computed by using robust standard errors are reported in parentheses.
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Table 4 (Continued) Panel B: Use High AccPay dummy as a proxy for accounts payable (1) Sample



Entire



(2) (3) (4) Common law versus Civil law Common law



Civil law



Civil law dummy



Country dummy used High AccPay dummy High AccPay dummy × GFC dummy



0.012 (0.92) 0.049*** (3.77)



0.010 (0.40) 0.033 (1.15)



0.012 (0.76) 0.053*** (3.76)



0.068 (0.83) -0.283*** (-18.55) -0.264*** (-3.05) 0.469*** (7.76) 0.457*** (8.97) 0.535*** (7.14) 0.035*** (3.85) 4.438*** (24.80) YES YES 67747 0.091



0.165 (1.10) -0.262*** (-10.74) -0.248* (-1.86) 0.182** (2.08) 0.367*** (4.75) 0.773*** (6.28) 0.045*** (3.45) 4.177*** (15.42) YES YES 18875 0.100



0.024 (0.25) -0.302*** (-15.15) -0.230** (-2.05) 0.785*** (9.74) 0.563*** (8.24) 0.375*** (4.08) 0.023* (1.91) 4.630*** (19.65) YES YES 48872 0.093



High AccPay dummy × Country dummy High AccPay dummy × GFC dummy × Country dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



Entire



0.016 (0.67) 0.003 (0.15) -0.004 (-0.14) 0.062*** (3.14) 0.069 (0.84) -0.283*** (-18.52) -0.263*** (-3.04) 0.468*** (7.77) 0.457*** (8.97) 0.537*** (7.16) 0.035*** (3.86) 4.433*** (24.77) YES YES 67747 0.091



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(5) (6) (7) Long- versus Short-term orientation Long-term Short-term Entire orientation orientation Long-term orientation dummy 0.013 0.005 0.002 (0.71) (0.19) (0.08) 0.076*** 0.037 0.007 (4.71) (1.51) (0.35) 0.016 (0.55) 0.093*** (5.31) 0.012 0.079 0.041 (0.10) (0.51) (0.43) -0.345*** -0.266*** -0.298*** (-13.99) (-12.00) (-18.09) -0.248 -0.301*** -0.281*** (-1.03) (-2.95) (-3.06) 0.904*** 0.207** 0.440*** (9.16) (2.43) (6.70) 0.776*** 0.318*** 0.476*** (8.82) (4.20) (8.33) 0.291*** 0.743*** 0.548*** (2.61) (6.37) (6.68) 0.010 0.054*** 0.034*** (0.74) (3.99) (3.45) 5.007*** 4.472*** 4.654*** (17.03) (17.30) (23.85) YES YES YES YES YES YES 33607 25051 58658 0.124 0.090 0.096



(8) (9) (10) High versus Low uncertainty avoidance High uncertainty Low uncertainty Entire avoidance avoidance High uncertainty avoidance dummy 0.018 0.007 0.014 (1.18) (0.31) (0.64) 0.078*** 0.008 -0.041** (5.61) (0.35) (-2.20) 0.003 (0.11) 0.150*** (8.87) 0.070 0.082 0.069 (0.72) (0.61) (0.84) -0.293*** -0.303*** -0.282*** (-13.01) (-14.35) (-18.44) -0.318*** -0.266** -0.260*** (-2.70) (-2.24) (-3.00) 0.711*** 0.315*** 0.471*** (8.00) (3.95) (7.81) 0.601*** 0.373*** 0.460*** (8.50) (5.15) (9.04) 0.500*** 0.579*** 0.542*** (5.18) (5.27) (7.22) 0.037*** 0.043*** 0.035*** (3.26) (3.48) (3.85) 4.433*** 4.731*** 4.414*** (16.57) (19.62) (24.65) YES YES YES YES YES YES 37804 29943 67747 0.132 0.094 0.092



Table 5 Instrumental variable regression This table presents results of GMM IV regressions with country-, industry- and year-fixed effects of Tobin’s Q during the GFC (2008 – 2009) (see Table 1 for countries categorized as common and civil law countries). AccPay is accounts payable scaled by assets. AccRec is accounts receivable scaled by assets. Intangibles is intangible assets divided by assets. ROA is earnings before interest and tax scaled by assets. Leverage is total liabilities over assets. CASH is cash and equivalents divided by assets. SGR is sales growth ratio. See Appendix A for a computation of Tobin’s Q. PAYTURN, LONGREL, and SDAT are adopted in the 1st stage regressions as instrumental variables. PAYTURN is accounts payable scaled by the cost of goods sold. LONGREL is long-term associated companies scaled by assets. SDAT is industry-standard deviation of asset turnover (sales over assets). T-statistics for 1st stage (Z-statistics for 2nd) estimation computed by using robust standard errors are reported in parentheses.
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Table 5 (Continued) (1)



Sample Estimation period AccPay AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR PAYTURN LONGREL SDAT Constant Partial 𝑅 2 F-test of excluded instruments Hansen J test of overidentification (p-value) Pagan-Hall general test Hausman endogeneity test Country FE Industry FE Year FE Observations Centered 𝑅 2



(2)



(3)



(4)



(6) (7) High uncertainty Low uncertainty Entire Common Law Civil Law Long-term orientation Short-term orientation avoidance avoidance 1st 2nd 1st 2nd 1st 2nd 1st 2nd 1st 2nd 1st 2nd 1st 2nd 2008 – 2009 2008 – 2009 2008 – 2009 2008 – 2009 2008 – 2009 2008 – 2009 2008 – 2009 1.374** 1.603 1.334** 1.088** 0.584 0.329 2.419** (2.37) (1.35) (2.27) (2.51) (0.40) (0.82) (2.02) 0.374*** -0.701*** 0.316*** -0.650* 0.390*** -0.716*** 0.411*** -0.659*** 0.335*** -0.325 0.402*** -0.355** 0.315*** -0.911** (48.93) (-3.08) (22.38) (-1.66) (43.29) (-2.93) (37.32) (-3.21) (26.02) (-0.65) (39.88) (-1.97) (27.85) (-2.34) 0.002*** -0.023*** -0.002*** 0.008 0.004*** -0.035*** 0.004*** -0.025*** -0.001* -0.017** 0.004*** -0.013*** -0.001 -0.027*** (4.87) (-5.63) (-2.67) (1.00) (7.32) (-7.10) (6.88) (-4.30) (-1.95) (-2.34) (7.16) (-2.91) (-1.54) (-3.83) -0.056*** 0.093 -0.045*** -0.000 -0.071*** 0.245*** -0.133*** 1.436*** -0.046*** -0.120 -0.084*** 0.366*** -0.047*** 0.063 (-11.86) (1.41) (-6.94) (-0.00) (-10.15) (3.03) (-8.97) (8.08) (-8.63) (-1.30) (-8.35) (3.91) (-8.90) (0.69) -0.022*** 0.597*** -0.032*** 0.198 -0.005 0.969*** 0.017** 0.827*** -0.054*** 0.341** 0.020** 0.848*** -0.039*** 0.559*** (-4.39) (6.72) (-4.70) (1.42) (-0.65) (8.51) (2.03) (6.84) (-8.61) (2.22) (2.37) (7.29) (-6.70) (4.32) 0.127*** 0.057 0.142*** 0.058 0.124*** 0.049 0.116*** 0.090 0.133*** 0.129 0.125*** 0.221*** 0.136*** -0.121 (35.38) (0.69) (20.14) (0.30) (29.71) (0.58) (25.22) (1.47) (21.02) (0.61) (27.19) (3.52) (24.35) (-0.67) 0.037*** 1.103*** 0.025*** 1.367*** 0.044*** 0.879*** 0.049*** 0.735*** 0.022*** 1.419*** 0.046*** 0.755*** 0.032*** 1.322*** (6.92) (14.11) (2.97) (10.27) (6.50) (9.38) (6.33) (7.22) (2.79) (11.24) (5.51) (7.81) (4.73) (11.43) 0.001 0.030** -0.001 0.030* 0.004*** 0.021 0.004** 0.055*** 0.000 0.014 0.001 0.050*** 0.001 0.015 (1.59) (2.43) (-0.98 (1.78) (2.73) (1.18) (2.15) (2.76) (-0.42) (0.81) (0.70) (3.44) (0.90) (0.91) 0.037*** 0.023*** 0.054*** 0.162*** 0.015*** 0.084*** 0.020*** (16.76) (9.16) (11.97) (10.70) (7.09) (10.76) (9.69) -0.030** -0.023 -0.037** -0.086*** -0.037** -0.096*** -0.009 (-2.46) (-1.40) (-1.96) (-2.59) (-2.02) (-3.67) (-0.60) 0.010*** 0.010*** 0.011*** 0.018*** 0.008*** 0.011*** 0.009*** (6.85) (4.37) (4.86) (2.81) (3.85) (4.61) (4.42) -0.028*** 1.035*** 0.031** 0.482*** -0.097*** 1.893*** -0.108*** 1.239*** 0.032*** 0.911*** -0.109*** 0.981*** 0.023** 0.915*** (-3.90) (16.74) (2.27) (3.54) (-9.85) (10.14) (-11.38) (13.95) (2.77) (6.90) (-11.03) (11.31) (1.97) (7.64) 0.034 0.028 0.041 0.124 0.014 0.066 0.020 110.60*** 34.89*** 56.42*** 40.36*** 23.53*** 48.39*** 37.79*** 15.146*** 4.089 4.562 3.360 11.662*** 0.825 7.630** (0.001) (0.130) (0.102) (0.186) (0.003) (0.662) (0.022) 1444.49*** 578.62*** 853.82*** 544.30*** 798.28*** 382.26*** 832.27*** 14.614*** 3.974** 10.749*** 10.922*** 2.896* 2.199 9.816*** YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES 23026 23026 6874 6874 16152 16152 10836 10836 8324 8324 12313 12313 10713 10713 0.432 0.123 0.407 0.122 0.450 0.136 0.541 0.164 0.406 0.124 0.481 0.113 0.386 0.100



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.



42



(5)



Table 6 Alternative GFC definitions and accounts payable variables This table presents results of regressions with the firm- and year-fixed effects of Tobin’s Q when using alternative GFC definitions and accounts payable variables. Models (1) and (2) of each panel limit the analysis to countries that show lower average Tobin’s Q in 2008 than in 2009, and in those models in which the GFC dummy takes on a value of one only for year 2008 observations. Similarly, Models (3) and (4) of each panel limit the analysis to countries that show lower average Tobin’s Q in 2009 compared to 2008, and in those models where the GFC dummy takes on a value of one only for year 2009 observations. Models (5) and (6) adopt the residual of AccPay (accounts payable scaled by assets) as a proxy for accounts payable, which is estimated from a regression of AccPay against AccRec (accounts receivable scaled by assets). Models (7) and (8) use twoyear lagged AccPay, while Models (9) and (10) adopt three-year lagged AccPay. Panel A compares the value effect of accounts payable between common law and civil law countries (see Table 1 for the legal origin of our sample countries). Panel B compares the effect between long- and short-term oriented countries. The entire sample of companies is equally divided into long- and short-term oriented countries by Hofstede’s (2001) long-term orientation score (see Table 1 for long-term orientation score for our sample countries). Finally, Panel C compares the effect between high and low uncertainty avoidance countries. The entire sample of companies is equally divided into high and low uncertainty avoidance countries by Hofstede’s (2001) uncertainty avoidance score (see Table 1 for the uncertainty avoidance score of our sample countries). Ln(Assets) is the natural logarithm of assets. Intangibles is intangible assets divided by assets. ROA is earnings before interest and tax scaled by assets. Leverage is total liabilities over assets. CASH is cash and equivalents divided by assets. SGR is sales growth ratio. See Appendix A for a computation of Tobin’s Q. T-statistics computed by using robust standard errors are in parentheses.
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Table 6 (Continued) Panel A: Common law versus Civil law countries (1) (2) 8 Common law 25 Civil law countries that countries that Sample show low show low Tobin’s Q in Tobin’s Q in 2008 2008 AccPay GFC dummy AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



(3)



(4)



(5)



3 Common law 4 Civil law countries that countries that All Common law show low Tobin’s show low Tobin’s countries Q in 2009 Q in 2009



Raw



Raw



Raw



Raw



2008 0.345** (2.19) -0.016 (-0.12) 0.099 (0.82) -0.277*** (-13.82) -0.192* (-1.83) 0.191** (2.48) 0.500*** (7.96) 0.735*** (8.36) 0.040*** (4.14) 4.285*** (19.43) YES YES 32547 0.099



2008 0.141 (1.38) 0.408*** (5.28) -0.110 (-1.43) -0.281*** (-17.85) -0.261*** (-2.82) 0.632*** (9.29) 0.394*** (7.20) 0.201*** (2.68) 0.029*** (3.36) 4.446*** (24.64) YES YES 64076 0.088



2009 -0.114 (-0.38) 0.249 (1.05) 0.502* (1.73) -0.241*** (-6.78) -0.251 (-1.20) 0.204* (1.68) 0.296** (2.18) 0.934*** (5.23) 0.016 (0.93) 4.138*** (10.77) YES YES 8282 0.123



2009 0.120 (0.69) 0.409*** (6.21) 0.436*** (3.15) -0.428*** (-12.51) -0.229 (-0.82) 1.209*** (9.57) 0.929*** (9.32) 0.715*** (6.47) 0.079*** (4.43) 5.896*** (13.90) YES YES 31878 0.202



Residual against AccRec 2008 – 2009 0.280* (1.94) -0.161 (-1.30) 0.251** (2.27) -0.277*** (-16.06) -0.209** (-2.13) 0.210*** (3.20) 0.458*** (7.88) 0.791*** (9.88) 0.035*** (4.13) 4.342*** (23.00) YES YES 40829 0.097



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(6)



(7)



(8)



(9)



(10)



All Civil law countries



All Common law countries



All Civil law countries



All Common law countries



All Civil law countries



2-year lagged



2-year lagged



3-year lagged



3-year lagged



2008 – 2009 0.242* (1.92) 0.012 (0.11) 0.189* (1.73) -0.278*** (-16.15) -0.212** (-2.16) 0.194*** (2.92) 0.475*** (8.13) 0.784*** (9.78) 0.037*** (4.34) 4.326*** (22.89) YES YES 40829 0.097



2008 – 2009 0.287*** (3.45) 0.310*** (6.61) 0.041 (0.62) -0.277*** (-19.96) -0.148* (-1.66) 0.787*** (13.01) 0.552*** (11.55) 0.343*** (5.40) 0.031*** (3.92) 4.312*** (26.38) YES YES 95954 0.085



2008 – 2009 0.006 (0.05) -0.016 (-0.16) 0.220** (1.96) -0.278*** (-14.90) -0.203** (-1.97) 0.193*** (2.84) 0.492*** (7.92) 0.763*** (9.11) 0.037*** (3.65) 4.335*** (20.97) YES YES 38070 0.092



2008 – 2009 0.255*** (3.22) 0.251*** (5.18) 0.066 (0.96) -0.275*** (-18.83) -0.152 (-1.63) 0.771*** (12.43) 0.588*** (11.72) 0.387*** (5.84) 0.034*** (3.82) 4.246*** (24.76) YES YES 89176 0.082



Residual against AccRec 2008 – 2009 0.211** (2.33) 0.404*** (6.83) 0.126* (1.85) -0.278*** (-19.94) -0.147* (-1.66) 0.802*** (13.26) 0.545*** (11.19) 0.349*** (5.50) 0.028*** (3.57) 4.332*** (26.50) YES YES 95954 0.085



Table 6 (Continued) Panel B: Long-term versus short-term oriented countries (1) (2) 4 Long-term 19 Short-term oriented oriented countries that countries that Sample show low show low Tobin’s Q in Tobin’s Q in 2008 2008 AccPay GFC dummy AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



(3)



(4)



1 Long-term 3 Short-term oriented country oriented countries that shows low that show low Tobin’s Q in 2009 Tobin’s Q in 2009



Raw



Raw



Raw



Raw



2008 0.263** (2.22) 0.228** (2.11) -0.244** (-2.55) -0.321*** (-15.60) 0.363* (1.80) 0.622*** (8.03) 0.429*** (6.30) -0.076 (-0.93) 0.019* (1.94) 4.745*** (20.39) YES YES 34265 0.166



2008 0.286* (1.89) 0.326*** (3.07) 0.088 (0.72) -0.276*** (-15.33) -0.226*** (-2.68) 0.280*** (3.83) 0.398*** (6.37) 0.679*** (7.83) 0.053*** (5.17) 4.505*** (21.54) YES YES 43238 0.082



2009 0.151 (0.80) 0.465*** (6.96) 0.437*** (2.80) -0.489*** (-12.63) -0.232 (-0.67) 1.187*** (8.38) 1.036*** (9.53) 0.654*** (5.88) 0.112*** (4.97) 6.634*** (13.71) YES YES 29348 0.216



2009 0.081 (0.23) 0.266 (0.81) 0.298 (1.01) -0.235*** (-6.85) -0.244 (-1.15) 0.216* (1.76) 0.334** (2.37) 0.994*** (5.29) 0.015 (0.87) 4.116*** (10.90) YES YES 7628 0.131



(5)



(6)



All Long-term oriented countries



All Short-term oriented countries



Residual against AccRec 2008 – 2009 0.354*** (3.30) 0.441*** (6.32) 0.109 (1.33) -0.308*** (-17.40) 0.164 (0.89) 0.823*** (11.37) 0.710*** (11.60) 0.254*** (3.60) 0.021** (2.31) 4.579*** (21.81) YES YES 63613 0.117



Residual against AccRec 2008 – 2009 0.256* (1.80) 0.148 (1.28) 0.217* (1.93) -0.277*** (-17.61) -0.229*** (-2.81) 0.270*** (4.28) 0.394*** (6.82) 0.755*** (9.46) 0.045*** (5.13) 4.532*** (25.01) YES YES 50866 0.085



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(7)



(8)



(9)



(10)



All Long-term All Short-term All Long-term All Short-term oriented countries oriented countries oriented countries oriented countries



2-year lagged



2-year lagged



3-year lagged



3-year lagged



2008 – 2009 0.345*** (3.60) 0.326*** (6.31) -0.001 (-0.01) -0.309*** (-17.42) 0.155 (0.84) 0.809*** (11.16) 0.728*** (12.09) 0.243*** (3.45) 0.027*** (2.86) 4.556*** (21.75) YES YES 63613 0.117



2008 – 2009 0.304** (2.47) 0.174* (1.76) 0.144 (1.30) -0.276*** (-17.63) -0.230*** (-2.82) 0.248*** (3.89) 0.405*** (7.10) 0.746*** (9.35) 0.047*** (5.35) 4.496*** (24.73) YES YES 50866 0.085



2008 – 2009 0.307*** (3.10) 0.272*** (5.06) -0.032 (-0.38) -0.303*** (-16.48) 0.160 (0.83) 0.796*** (10.88) 0.751*** (11.91) 0.303*** (4.07) 0.033*** (3.18) 4.453*** (20.58) YES YES 59046 0.116



2008 – 2009 0.051 (0.43) 0.136 (1.40) 0.243** (2.12) -0.276*** (-16.25) -0.209** (-2.45) 0.252*** (3.83) 0.431*** (7.12) 0.760*** (8.98) 0.047*** (4.65) 4.494*** (22.62) YES YES 47416 0.080



Table 6 (Continued) Panel C: High versus low uncertainty avoidance countries (1) (2) 17 High 16 Low uncertainty uncertainty avoidance avoidance Sample countries that countries that show low show low Tobin’s Q in Tobin’s Q in 2008 2008 AccPay GFC dummy AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



(3)



(4)



2 High uncertainty 5 Low uncertainty avoidance avoidance countries that countries that show low Tobin’s show low Tobin’s Q in 2009 Q in 2009



Raw



Raw



Raw



Raw



2008 0.076 (0.86) 0.339*** (4.14) -0.014 (-0.20) -0.226*** (-13.46) -0.366*** (-3.96) 0.528*** (8.04) 0.378*** (7.00) 0.280*** (3.48) 0.040*** (4.43) 3.714*** (19.27) YES YES 40363 0.101



2008 0.381*** (2.74) 0.099 (0.95) -0.053 (-0.51) -0.315*** (-19.00) -0.195** (-2.13) 0.350*** (5.08) 0.468*** (8.23) 0.525*** (6.99) 0.036*** (4.25) 4.815*** (25.70) YES YES 56260 0.090



2009 0.140 (0.78) 0.461*** (6.97) 0.432*** (2.86) -0.488*** (-12.91) -0.245 (-0.73) 1.200*** (8.58) 1.026*** (9.65) 0.632*** (5.83) 0.098*** (4.71) 6.634*** (14.07) YES YES 29990 0.214



2009 -0.074 (-0.27) 0.096 (0.43) 0.438* (1.86) -0.235*** (-7.48) -0.249 (-1.27) 0.279** (2.44) 0.314** (2.56) 0.975*** (5.78) 0.017 (1.06) 4.024*** (11.69) YES YES 10170 0.122



(5)



(6)



(7)



(8)



(9)



(10)



All High uncertainty avoidance countries



All Low uncertainty avoidance countries



All High uncertainty avoidance countries



All Low uncertainty avoidance countries



All High uncertainty avoidance countries



All Low uncertainty avoidance countries



Residual against AccRec 2008 – 2009 0.102 (1.19) 0.435*** (7.16) 0.187*** (2.89) -0.273*** (-17.56) -0.274*** (-2.92) 0.753*** (11.93) 0.594*** (11.77) 0.418*** (6.28) 0.042*** (5.12) 4.197*** (22.81) YES YES 70353 0.124



Residual against AccRec 2008 – 2009 0.344*** (2.70) -0.077 (-0.76) 0.144 (1.51) -0.304*** (-20.82) -0.216** (-2.52) 0.350*** (5.90) 0.433*** (8.35) 0.628*** (9.01) 0.035*** (4.71) 4.713*** (28.76) YES YES 66430 0.088



2-year lagged



2-year lagged



3-year lagged



3-year lagged



2008 – 2009 0.171** (2.30) 0.333*** (7.13) 0.133** (2.08) -0.273*** (-17.60) -0.275*** (-2.93) 0.744*** (11.77) 0.598*** (12.04) 0.416*** (6.24) 0.045*** (5.39) 4.189*** (22.81) YES YES 70353 0.124



2008 – 2009 0.328*** (2.87) -0.003 (-0.03) 0.056 (0.60) -0.304*** (-20.89) -0.220** (-2.57) 0.328*** (5.48) 0.451*** (8.77) 0.616*** (8.85) 0.038*** (5.00) 4.689*** (28.55) YES YES 66430 0.088



2008 – 2009 0.211*** (2.70) 0.262*** (5.42) 0.138** (2.09) -0.261*** (-16.62) -0.305*** (-3.07) 0.715*** (11.35) 0.608*** (11.85) 0.373*** (5.50) 0.047*** (5.23) 4.037*** (21.79) YES YES 66909 0.119



2008 – 2009 0.109 (0.99) -0.027 (-0.30) 0.095 (0.98) -0.305*** (-19.29) -0.196** (-2.20) 0.327*** (5.27) 0.488*** (8.90) 0.663*** (8.95) 0.036*** (4.14) 4.677*** (26.12) YES YES 60337 0.086



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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Table 7 Bank loan effects This table presents the results of regressions with firm- and year-fixed effects of Tobin’s Q for the subsamples, when bank loans scaled by total liabilities (BankLoan) is added. In this table, AccPay is accounts payable scaled by total liabilities. Model (1) is for the entire sample, while Models (2) through (10) are for the subsamples. Models (2) to (4) compare the effects of accounts payable and bank debt between common law and civil law countries: Model (4) includes the interaction terms involving the Civil law dummy that takes on a value of one for civil law countries, and zero for common law countries (see Table 1 for the legal origins of our sample countries). Models (5) to (7) compare the effects between long- and short-term oriented countries: Model (7) includes the interaction terms involving the long-term orientation dummy that takes on a value of one for long-term oriented countries, and zero for short-term oriented countries. All the sample companies are equally divided into long- and short-term oriented countries by Hofstede’s (2001) long-term orientation score (see Table 1 for the long-term orientation scores of our sample countries). Finally, Models (8) to (10) compare the effects of accounts payable between high and low uncertainty avoidance countries: Model (10) adopts the interaction terms involving the high uncertainty avoidance dummy, which takes on a value of one for high uncertainty avoidance countries, and zero for low uncertainty avoidance countries. All the sample companies are equally divided into high and low uncertainty avoidance countries by Hofstede’s (2001) uncertainty avoidance score (see Table 1 for the uncertainty avoidance scores of our sample countries). The GFC dummy takes on a value of one for observations from year 2008 and 2009. AccRec is accounts receivable scaled by assets. Ln(Assets) is the natural logarithm of assets. Intangibles is intangible assets divided by assets. ROA is earnings before interest and tax scaled by assets. Leverage is total liabilities over assets. CASH is cash and equivalents divided by assets. SGR is the sales growth ratio. See Appendix A for a computation of Tobin’s Q, and see Table 1 for legal origin, long-term orientation score, and uncertainty avoidance scores for each country. T-statistics computed by using robust standard errors are reported in parentheses.
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Table 7 (Continued) (1) Sample



Entire



(2) (3) (4) Common law versus Civil law Common law



Civil law



Civil law dummy



Country dummy used AccPay and BankLoan are scaled by total liabilities. AccPay 0.243*** (3.04) BankLoan -0.273*** (-5.85) AccPay × GFC 0.307*** (6.81) BankLoan × GFC 0.448*** (10.54) AccPay × Country dummy BankLoan × Country dummy AccPay × GFC× Country dummy BankLoan × GFC× Country dummy



Entire



0.230 (1.60) -0.314*** (-3.33) -0.021 (-0.20) 0.148 (1.62)



0.182** (2.02) -0.240*** (-4.47) 0.426*** (8.99) 0.519*** (10.84)



0.252* (1.82) -0.377*** (-4.11) 0.098 (1.18) 0.199** (2.37) -0.007 (-0.04) 0.158 (1.52) 0.273*** (3.54) 0.295*** (3.35)
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(5) (6) (7) Long- versus Short-term orientation Long-term Short-term Entire orientation orientation Long-term orientation dummy 0.321*** (3.00) -0.330*** (-4.22) 0.435*** (8.22) 0.599*** (10.31)



0.208 (1.47) -0.306*** (-4.23) 0.225** (2.35) 0.421*** (5.92)



0.126 (0.93) -0.357*** (-5.05) 0.111 (1.46) 0.356*** (5.68) 0.376** (2.27) 0.124 (1.23) 0.427*** (6.07) 0.317*** (4.37)



(8) (9) (10) High versus Low uncertainty avoidance High uncertainty Low uncertainty Entire avoidance avoidance High uncertainty avoidance dummy 0.089 (1.04) -0.189*** (-3.46) 0.419*** (8.77) 0.583*** (12.21)



0.302** (2.39) -0.252*** (-3.37) 0.013 (0.15) 0.155** (2.18)



0.230* (1.88) -0.353*** (-4.81) 0.007 (0.09) 0.175*** (2.70) 0.062 (0.43) 0.189** (2.11) 0.426*** (6.52) 0.419*** (6.02)



Table 7 (Continued) AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



0.044 (0.72) -0.277*** (-25.70) -0.224*** (-3.34) 0.480*** (10.55) 0.518*** (13.47) 0.547*** (10.79) 0.032*** (5.49) 4.340*** (34.81) YES YES 136783 0.085



0.143 (1.26) -0.275*** (-15.89) -0.205** (-2.09) 0.212*** (3.23) 0.490*** (8.27) 0.787*** (9.82) 0.035*** (4.11) 4.308*** (22.67) YES YES 40829 0.098



0.008 (0.12) -0.276*** (-19.84) -0.145 (-1.62) 0.803*** (13.29) 0.573*** (11.37) 0.347*** (5.48) 0.028*** (3.50) 4.319*** (26.38) YES YES 95954 0.086



0.047 (0.78) -0.276*** (-25.59) -0.221*** (-3.30) 0.480*** (10.56) 0.518*** (13.49) 0.548*** (10.81) 0.032*** (5.51) 4.330*** (34.65) YES YES 136783 0.085



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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-0.073 (-0.86) -0.306*** (-17.29) 0.162 (0.88) 0.823*** (11.39) 0.751*** (11.66) 0.247*** (3.51) 0.020** (2.19) 4.553*** (21.71) YES YES 63613 0.118



0.094 (0.82) -0.275*** (-17.43) -0.224*** (-2.74) 0.271*** (4.30) 0.429*** (7.23) 0.755*** (9.45) 0.045*** (5.14) 4.506*** (24.69) YES YES 50866 0.085



0.003 (0.04) -0.288*** (-24.27) -0.196*** (-2.65) 0.433*** (8.77) 0.538*** (12.23) 0.550*** (9.82) 0.033*** (4.92) 4.505*** (32.26) YES YES 114479 0.090



0.116* (1.72) -0.273*** (-17.55) -0.269*** (-2.87) 0.753*** (11.95) 0.612*** (11.83) 0.417*** (6.27) 0.041*** (5.00) 4.204*** (22.84) YES YES 70353 0.126



0.005 (0.05) -0.302*** (-20.61) -0.213** (-2.48) 0.351*** (5.92) 0.463*** (8.68) 0.624*** (8.96) 0.035*** (4.71) 4.677*** (28.35) YES YES 66430 0.089



0.047 (0.78) -0.275*** (-25.49) -0.219*** (-3.27) 0.481*** (10.58) 0.520*** (13.55) 0.549*** (10.80) 0.032*** (5.50) 4.317*** (34.48) YES YES 136783 0.086



[Supplementary Table] Table S1 Capital market developments and value effects of trade credit This table presents results of regressions with firm- and year-fixed effects of Tobin’s Q for subsamples. The entire sample of companies is equally divided into two groups by a measure of capital market developments (the ratio of stock market capitalization to GDP and the ratio of bond issuance volume to GDP, obtained from the World Bank (http://data.worldbank.org/)). Then, each sample is further divided into common and civil law countries (Panel A), long-and short-term oriented countries (Panel B), or high and low uncertainty avoidance countries (Panel C). See Table 1 for the legal origin of our sample countries. The entire sample of companies is equally divided into long- and shortterm oriented countries by Hofstede’s (2001) long-term orientation score (see Table 1 for long-term orientation score for our sample countries). Similarly, the entire sample of companies is equally divided into high and low uncertainty avoidance countries by Hofstede’s (2001) uncertainty avoidance score (see Table 1 for the uncertainty avoidance score for our sample countries). AccPay is accounts payable scaled by assets. GFC dummy takes on a value of one for observations from year 2008 and 2009. AccRec is accounts receivable scaled by assets. Ln(Assets) is the natural logarithm of assets. Intangibles is intangible assets divided by assets. ROA is earnings before interest and tax scaled by assets. Leverage is total liabilities over assets. CASH is cash and equivalents divided by assets. SGR is sales growth ratio. See Appendix A for a computation of Tobin’s Q. Tstatistics computed by using robust standard errors are reported in parentheses.
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[Supplementary Table] Table S1 (Continued) Panel A: Common law versus Civil law countries (1) Country classification measure Sample AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



(2) (3) (4) Common law countries Stock Market Cap. to GDP Bond Issuance to GDP Low High Low High 0.126 0.249 -0.090 0.380** (0.41) (1.54) (-0.32) (2.32) 0.150 -0.058 0.166 -0.116 (0.95) (-0.45) (0.82) (-0.96) 0.199 0.121 0.398 0.112 (0.75) (0.97) (1.55) (0.90) -0.258*** -0.278*** -0.250*** -0.281*** (-4.86) (-15.30) (-7.76) (-13.55) -0.334 -0.175* -0.218 -0.212** (-1.10) (-1.70) (-1.13) (-1.96) 0.673*** 0.157** 0.218* 0.185** (3.63) (2.25) (1.94) (2.31) 0.158 0.527*** 0.306** 0.512*** (1.22) (8.24) (2.55) (7.85) 0.492** 0.841*** 0.793*** 0.779*** (2.50) (9.71) (4.92) (8.58) 0.057** 0.031*** 0.022 0.040*** (2.21) (3.47) (1.38) (4.04) 4.142*** 4.328*** 4.235*** 4.300*** (6.97) (21.77) (12.04) (18.87) YES YES YES YES YES YES YES YES 8166 32663 10482 30347 0.082 0.110 0.099 0.105



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(5)



(6)



(7) (8) Civil law countries Stock Market Cap. to GDP Bond Issuance to GDP Low High Low High 0.310** 0.044 0.212* 0.120 (2.26) (0.33) (1.80) (0.76) 0.267*** 0.494*** 0.443*** 0.393*** (2.87) (8.63) (8.07) (3.66) -0.221** 0.256*** 0.220** -0.190* (-2.11) (2.65) (2.37) (-1.72) -0.309*** -0.265*** -0.286*** -0.322*** (-14.70) (-12.46) (-14.29) (-14.02) -0.413*** 0.125 -0.308*** 0.009 (-3.98) (0.79) (-3.18) (0.06) 0.821*** 0.737*** 0.994*** 0.530*** (8.54) (8.93) (11.42) (5.82) 0.482*** 0.555*** 0.648*** 0.427*** (6.63) (7.72) (9.88) (5.27) 0.137 0.570*** 0.592*** 0.020 (1.44) (5.80) (7.00) (0.17) 0.022** 0.038*** 0.055*** 0.025* (2.02) (2.85) (5.13) (1.96) 4.871*** 4.069*** 4.371*** 4.919*** (19.76) (15.97) (18.16) (18.51) YES YES YES YES YES YES YES YES 36239 50402 52743 32971 0.144 0.085 0.136 0.127



[Supplementary Table] Table S1 (Continued) Panel B: Long-term versus Short-term oriented countries (1) Country classification measure Sample AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



(2) (3) (4) Long-term oriented countries Stock Market Cap. to GDP Bond Issuance to GDP Low High Low High -0.406 0.136 0.084 0.215 (-1.13) (1.13) (0.44) (1.58) 0.643** 0.432*** 0.459*** 0.334*** (2.40) (7.61) (7.13) (2.74) -0.683** 0.171* 0.442*** -0.254** (-2.49) (1.90) (2.83) (-2.41) -0.542*** -0.283*** -0.491*** -0.341*** (-10.47) (-12.98) (-12.66) (-14.13) 0.584 -0.171 -0.225 0.341 (1.39) (-0.88) (-0.65) (1.59) 0.579** 0.723*** 1.192*** 0.536*** (2.45) (9.03) (8.42) (6.23) 0.229 0.718*** 1.035*** 0.417*** (1.49) (10.06) (9.52) (5.26) -0.251 0.484*** 0.652*** -0.132 (-1.62) (5.54) (5.86) (-1.32) 0.021 0.056*** 0.112*** 0.021* (1.20) (4.86) (4.96) (1.86) 8.000*** 4.163*** 6.661*** 5.020*** (13.32) (15.86) (13.74) (18.06) YES YES YES YES YES YES YES YES 10960 43340 29348 24952 0.392 0.134 0.217 0.194



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(5)



(6) (7) (8) Short-term oriented countries Stock Market Cap. to GDP Bond Issuance to GDP Low High Low High 0.331 0.170 0.154 0.294 (1.61) (0.91) (0.73) (1.57) 0.242** 0.103 0.298** 0.137 (2.14) (0.73) (2.10) (1.10) 0.039 0.141 0.155 0.086 (0.26) (0.88) (0.96) (0.56) -0.247*** -0.285*** -0.254*** -0.298*** (-9.51) (-14.45) (-11.79) (-13.37) -0.449*** -0.119 -0.267** -0.155 (-3.90) (-1.13) (-2.23) (-1.41) 0.673*** 0.146** 0.357*** 0.201** (5.79) (1.99) (3.81) (2.37) 0.362*** 0.423*** 0.369*** 0.421*** (4.06) (5.70) (4.27) (5.49) 0.569*** 0.804*** 0.851*** 0.677*** (4.74) (8.04) (6.86) (6.53) 0.062*** 0.035*** 0.032** 0.049*** (3.79) (3.36) (2.53) (4.02) 4.126*** 4.647*** 4.288*** 4.732*** (13.32) (20.66) (16.88) (18.57) YES YES YES YES YES YES YES YES 20407 30459 20839 30027 0.103 0.094 0.108 0.088



[Supplementary Table] Table S1 (Continued) Panel C: High versus Low uncertainty avoidance countries (1) Country classification measure Sample AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



(2) (3) (4) High uncertainty avoidance countries Stock Market Cap. to GDP Bond Issuance to GDP Low High Low High 0.076 0.099 0.099 0.063 (0.54) (0.85) (0.84) (0.48) 0.318*** 0.431*** 0.482*** 0.208* (2.93) (7.63) (8.54) (1.84) -0.062 0.213** 0.240** 0.002 (-0.53) (2.38) (2.39) (0.02) -0.256*** -0.273*** -0.343*** -0.210*** (-9.30) (-12.60) (-14.42) (-8.66) -0.384*** -0.199 -0.203* -0.378** (-3.88) (-1.06) (-1.77) (-2.19) 0.678*** 0.729*** 0.978*** 0.409*** (5.72) (8.96) (9.77) (4.88) 0.427*** 0.705*** 0.711*** 0.425*** (5.43) (9.75) (10.08) (5.13) 0.176 0.531*** 0.505*** 0.273** (1.42) (5.82) (5.58) (2.35) 0.039*** 0.055*** 0.055*** 0.053*** (2.68) (4.76) (4.68) (3.65) 4.311*** 4.059*** 5.088*** 3.336*** (13.04) (15.62) (17.36) (12.12) YES YES YES YES YES YES YES YES 17038 44002 43426 17614 0.138 0.134 0.165 0.093



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level
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(5)



(6) (7) (8) Low uncertainty avoidance countries Stock Market Cap. to GDP Bond Issuance to GDP Low High Low High 0.221 0.245 0.073 0.457*** (1.11) (1.51) (0.34) (2.90) 0.147 -0.080 0.117 -0.018 (1.26) (-0.67) (0.82) (-0.17) -0.161 0.141 0.292* -0.109 (-1.08) (1.16) (1.71) (-0.92) -0.348*** -0.279*** -0.266*** -0.331*** (-13.24) (-15.94) (-11.40) (-17.50) -0.308* -0.133 -0.309** -0.136 (-1.80) (-1.36) (-2.13) (-1.30) 0.862*** 0.198*** 0.454*** 0.261*** (7.51) (2.91) (4.76) (3.44) 0.460*** 0.450*** 0.413*** 0.459*** (5.13) (7.13) (4.53) (7.25) 0.280** 0.809*** 0.867*** 0.496*** (2.49) (9.41) (6.79) (5.98) 0.026* 0.034*** 0.040*** 0.031*** (1.95) (3.80) (3.04) (3.30) 5.215*** 4.403*** 4.275*** 5.009*** (17.31) (22.65) (16.24) (23.44) YES YES YES YES YES YES YES YES 27367 39063 19799 45704 0.153 0.086 0.092 0.099



[Supplementary Table] Table S2 National culture and value effects of trade credit This table presents results of regressions with firm- and year-fixed effects of Tobin’s Q for subsamples. The entire sample of companies is equally divided into two groups by Hofstede’s (2001) national cultural index, which is not adopted in our main analysis (Collectivism for Models (1), (2), (7), and (8), Power distance for Models (3), (4), (9), and (10), and Masculinity for Models (5), (6), (11), and (12)). The Collectivism index is computed by 100 minus Hofstede’s individualism, following El Ghoul and Zheng (2016). Then, each sample is further divided into common and civil law countries (Panel A), long- and short-term oriented countries (Panel B), or high and low uncertainty avoidance countries (Panel C). See Table 1 for the legal origin of our sample countries. The entire sample of companies is equally divided into long- and short-term oriented countries by Hofstede’s (2001) long-term orientation score (see Table 1 for the long-term orientation score of our sample countries). Similarly, the entire sample of companies is equally divided into high and low uncertainty avoidance countries by Hofstede’s (2001) uncertainty avoidance score (see Table 1 for the uncertainty avoidance score of our sample countries). AccPay is accounts payable scaled by assets. GFC dummy takes on a value of one for observations from year 2008 and 2009. Ln(Assets) is the natural logarithm of assets. AccRec is accounts receivable scaled by assets. Intangibles is intangible assets divided by assets. ROA is earnings before interest and tax scaled by assets. Leverage is total liabilities over assets. CASH is cash and equivalents divided by assets. SGR is the sales growth ratio. See Appendix A for a computation of Tobin’s Q. T-statistics computed by using robust standard errors are in parentheses.
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[Supplementary Table] Table S2 (Continued) Panel A: Common law versus Civil law countries (1) (2) Country classification Sample AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



Collectivism Low High 0.192 0.176 (0.94) (0.97) 0.047 0.015 (0.31) (0.13) 0.236 0.214 (1.25) (1.64) -0.269*** -0.294*** (-12.90) (-9.49) -0.164 -0.088 (-1.43) (-0.51) 0.148* 0.461*** (1.91) (4.07) 0.422*** 0.585*** (5.37) (7.32) 0.831*** 0.643*** (7.64) (6.10) 0.029*** 0.036*** (2.62) (3.19) 4.515*** 4.081*** (19.04) (12.36) YES YES YES YES 23951 16878 0.105 0.107



(3) (4) Common law countries Power Distance Low High 0.192 0.176 (0.94) (0.97) 0.047 0.015 (0.31) (0.13) 0.236 0.214 (1.25) (1.64) -0.269*** -0.294*** (-12.90) (-9.49) -0.164 -0.088 (-1.43) (-0.51) 0.148* 0.461*** (1.91) (4.07) 0.422*** 0.585*** (5.37) (7.32) 0.831*** 0.643*** (7.64) (6.10) 0.029*** 0.036*** (2.62) (3.19) 4.515*** 4.081*** (19.04) (12.36) YES YES YES YES 23951 16878 0.105 0.107



(5)



(6)



Masculinity Low High 0.293* 0.139 (1.72) (0.57) -0.065 0.033 (-0.49) (0.20) 0.199 0.182 (1.54) (0.85) -0.282*** -0.278*** (-11.37) (-11.67) -0.054 -0.201 (-0.41) (-1.49) 0.316*** 0.145 (3.61) (1.58) 0.490*** 0.426*** (6.67) (4.69) 0.674*** 0.840*** (6.86) (6.48) 0.031*** 0.033** (2.91) (2.52) 4.121*** 4.671*** (15.46) (17.13) YES YES YES YES 23077 17752 0.096 0.112



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(7)



(8)



Collectivism Low High -0.038 0.281*** (-0.16) (3.09) 0.611*** 0.315*** (5.00) (6.40) 0.083 -0.002 (0.48) (-0.02) -0.256*** -0.281*** (-9.61) (-17.06) -0.289*** 0.027 (-2.58) (0.19) 0.628*** 0.874*** (5.36) (12.75) 0.357*** 0.620*** (3.55) (11.25) 0.609*** 0.254*** (4.29) (3.70) 0.087*** 0.022*** (4.77) (2.69) 4.419*** 4.265*** (13.53) (22.24) YES YES YES YES 20702 75252 0.109 0.103



(9) (10) Civil law countries Power Distance Low High 0.171 0.200** (0.95) (2.16) 0.608*** 0.116 (9.84) (1.61) 0.337** -0.140* (2.48) (-1.86) -0.329*** -0.283*** (-13.51) (-16.08) 0.085 -0.172 (0.65) (-1.43) 0.916*** 0.709*** (9.25) (10.19) 0.641*** 0.410*** (7.67) (7.10) 0.681*** 0.045 (6.71) (0.59) 0.060*** 0.024*** (3.65) (2.81) 4.911*** 4.371*** (16.18) (22.02) YES YES YES YES 43864 52090 0.107 0.121



(11)



(12)



Masculinity Low High -0.047 0.452*** (-0.43) (3.14) 0.223*** 0.451*** (2.90) (7.80) 0.073 -0.068 (0.88) (-0.61) -0.239*** -0.331*** (-13.11) (-15.29) -0.273** -0.064 (-2.23) (-0.51) 0.635*** 0.957*** (8.15) (10.24) 0.357*** 0.756*** (5.48) (10.42) 0.477*** 0.301*** (4.94) (3.66) 0.031*** 0.033*** (2.85) (2.90) 3.842*** 4.965*** (19.00) (18.60) YES YES YES YES 42566 53388 0.067 0.134



[Supplementary Table] Table S2 (Continued) Panel B: Long-term versus Short-term oriented countries (1) (2) Country classification Sample AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



Collectivism Low High 0.368*** (3.48) 0.374*** (7.23) -0.059 (-0.70) -0.308*** (-17.38) 0.164 (0.89) 0.823*** (11.38) 0.710*** (11.59) 0.254*** (3.60) 0.021** (2.30) 4.565*** (21.77) YES YES 63613 0.117



(3) (4) Long-term oriented countries Power Distance Low High 0.084 0.252** (0.44) (2.12) 0.459*** 0.212** (7.13) (2.23) 0.442*** -0.242** (2.83) (-2.55) -0.491*** -0.320*** (-12.66) (-15.60) -0.225 0.364* (-0.65) (1.80) 1.192*** 0.621*** (8.42) (8.02) 1.035*** 0.430*** (9.52) (6.31) 0.652*** -0.076 (5.86) (-0.92) 0.112*** 0.019* (4.96) (1.94) 6.661*** 4.745*** (13.74) (20.39) YES YES YES YES 29348 34265 0.217 0.166



(5)



(6)



Masculinity Low High 0.080 0.555*** (0.68) (3.28) 0.177* 0.472*** (1.80) (7.66) -0.002 -0.108 (-0.02) (-0.75) -0.217*** -0.374*** (-10.24) (-14.07) 0.157 0.156 (0.68) (0.58) 0.478*** 1.122*** (6.03) (9.23) 0.353*** 0.943*** (4.76) (10.29) 0.279*** 0.275*** (2.79) (2.96) 0.035*** 0.021 (3.06) (1.52) 3.349*** 5.405*** (14.55) (16.39) YES YES YES YES 22150 41463 0.085 0.152



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(7)



(8)



Collectivism Low High 0.240 0.184 (1.42) (0.76) 0.237** -0.006 (2.14) (-0.04) 0.116 0.192 (0.84) (0.98) -0.272*** -0.331*** (-16.18) (-7.86) -0.210** -0.068 (-2.41) (-0.31) 0.269*** 0.423*** (3.95) (2.77) 0.390*** 0.515*** (5.96) (4.52) 0.796*** 0.501*** (8.70) (3.30) 0.044*** 0.051*** (4.51) (2.68) 4.584*** 4.574*** (22.90) (10.03) YES YES YES YES 41167 9699 0.091 0.109



(9) (10) Short-term oriented countries Power Distance Low High 0.268 0.235 (1.39) (1.26) 0.160 0.105 (1.20) (0.93) 0.160 0.098 (1.02) (0.63) -0.272*** -0.288*** (-15.16) (-8.86) -0.162* -0.407*** (-1.70) (-2.89) 0.236*** 0.454*** (3.34) (3.51) 0.396*** 0.422*** (5.61) (4.48) 0.846*** 0.474*** (8.63) (3.81) 0.042*** 0.054*** (4.19) (3.17) 4.555*** 4.404*** (21.41) (12.09) YES YES YES YES 34981 15885 0.089 0.112



(11)



(12)



Masculinity Low High 0.282 0.275 (1.55) (1.26) 0.339*** 0.090 (2.78) (0.62) 0.114 0.093 (0.74) (0.55) -0.274*** -0.293*** (-12.05) (-13.70) -0.160 -0.209* (-1.38) (-1.90) 0.405*** 0.202** (4.37) (2.39) 0.384*** 0.400*** (4.64) (5.03) 0.694*** 0.765*** (6.21) (6.74) 0.041*** 0.044*** (3.18) (3.69) 4.391*** 4.808*** (16.85) (19.15) YES YES YES YES 25903 24963 0.089 0.108



[Supplementary Table] Table S2 (Continued) Panel C:High versus low uncertainty avoidance countries (1) (2) (3) (4) (5) (6) High uncertainty avoidance countries Country classification Collectivism Power Distance Masculinity Sample Low High Low High Low High AccPay 0.071 0.146 0.089 0.065 0.043 0.114 (0.35) (1.58) (0.54) (0.71) (0.46) (0.74) AccPay × GFC dummy 0.410*** 0.361*** 0.497*** 0.162** 0.171** 0.462*** (2.91) (7.28) (8.03) (2.20) (2.23) (7.63) AccRec -0.212 0.158** 0.322** -0.007 -0.001 0.336*** (-1.23) (2.13) (2.35) (-0.09) (-0.02) (2.72) Ln(Assets) -0.249*** -0.281*** -0.417*** -0.234*** -0.241*** -0.389*** (-6.94) (-16.12) (-13.06) (-13.19) (-12.80) (-13.17) Intangibles -0.438*** -0.148 -0.140 -0.337*** -0.339*** -0.193 (-4.08) (-1.03) (-0.81) (-3.04) (-2.95) (-1.23) ROA 0.610*** 0.792*** 1.046*** 0.559*** 0.545*** 1.063*** (4.21) (11.28) (8.87) (8.07) (7.94) (8.67) Leverage 0.306*** 0.662*** 0.839*** 0.412*** 0.415*** 0.844*** (2.83) (11.63) (9.15) (7.14) (6.97) (9.74) CASH 0.180 0.468*** 0.526*** 0.298*** 0.211*** 0.658*** (1.23) (6.31) (5.17) (3.53) (2.59) (6.39) SGR 0.059*** 0.036*** 0.092*** 0.036*** 0.035*** 0.093*** (2.72) (4.02) (5.52) (3.72) (3.55) (6.05) Constant 4.467*** 4.192*** 5.895*** 3.742*** 3.822*** 5.523*** (10.31) (20.43) (14.88) (18.55) (18.03) (15.04) Firm FE YES YES YES YES YES YES Year FE YES YES YES YES YES YES Observations 10411 59942 33573 36780 34963 35390 0.177 0.117 0.196 0.100 0.099 0.195 𝑅2



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(7)



(8)



(9) (10) (11) (12) Low uncertainty avoidance countries Collectivism Power Distance Masculinity Low High Low High Low High 0.219 0.289* 0.219 0.289* 0.267 0.359* (1.14) (1.92) (1.14) (1.92) (1.64) (1.86) 0.098 -0.015 0.098 -0.015 -0.040 0.041 (0.75) (-0.15) (0.75) (-0.15) (-0.35) (0.33) 0.226 -0.049 0.226 -0.049 0.222* -0.189 (1.41) (-0.43) (1.41) (-0.43) (1.83) (-1.26) -0.275*** -0.348*** -0.275*** -0.348*** -0.274*** -0.335*** (-15.01) (-14.31) (-15.01) (-14.31) (-12.95) (-16.90) -0.139 0.131 -0.139 0.131 -0.044 -0.301*** (-1.40) (0.79) (-1.40) (0.79) (-0.35) (-2.67) 0.253*** 0.669*** 0.253*** 0.669*** 0.459*** 0.283*** (3.59) (6.63) (3.59) (6.63) (5.29) (3.56) 0.413*** 0.511*** 0.413*** 0.511*** 0.414*** 0.417*** (5.77) (7.10) (5.77) (7.10) (5.65) (5.73) 0.862*** 0.268*** 0.862*** 0.268*** 0.782*** 0.446*** (8.77) (3.01) (8.77) (3.01) (7.78) (4.65) 0.041*** 0.022** 0.041*** 0.022** 0.034*** 0.032*** (4.05) (2.29) (4.05) (2.29) (3.19) (3.11) 4.553*** 4.949*** 4.553*** 4.949*** 4.127*** 5.314*** (21.17) (18.55) (21.17) (18.55) (18.01) (22.95) YES YES YES YES YES YES YES YES YES YES YES YES 34242 32188 34242 32188 30680 35750 0.088 0.153 0.088 0.153 0.079 0.133



[Supplementary Table] Table S3 Financial constraints and the value effect of accounts payable This table presents the results of regressions with firm- and year-fixed effects of Tobin’s Q for subsamples (see Table 1 for countries categorized as common and civil law countries). The entire sample is divided into two groups by a financial constraints measure (asset size, KZ-Index, or dividend payments). We follow Lamont, Polk, and SaaRequejo (2001) for computation of the KZ-Index. Then, each sample is divided into common and civil law countries (Panel A), long- and short-term oriented countries (Panel B), or high and low uncertainty avoidance countries (Panel C). See Table 1 for the legal origin of our sample countries. The entire sample of companies is equally divided into long- and short-term oriented countries by Hofstede’s (2001) long-term orientation score (see Table 1 for the long-term orientation scores of our sample countries). Similarly, the entire sample of companies is equally divided into high and low uncertainty avoidance countries by Hofstede’s (2001) uncertainty avoidance score (see Table 1 for the uncertainty avoidance scores of our sample countries). AccPay is accounts payable scaled by assets. The GFC dummy takes on a value of one for observations from year 2008 and 2009. Ln(Assets) is the natural logarithm of assets. AccRec is accounts receivable scaled by assets. Intangibles is intangible assets divided by assets. ROA is earnings before interest and tax scaled by assets. Leverage is total liabilities over assets. CASH is cash and equivalents divided by assets. SGR is sales growth ratio. See Appendix A for a computation of Tobin’s Q. T-statistics computed by using robust standard errors are reported in parentheses.
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[Supplementary Table] Table S3 (Continued) Panel A: Common law versus civil law countries (1) Financial constraints measure Sample AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Industry FE Year FE Observations 𝑅2



(2)



Size Small 0.300* (1.71) 0.047 (0.30) 0.183 (1.40) -0.302*** (-12.60) -0.228* (-1.82) 0.042 (0.58) 0.405*** (5.59) 0.750*** (7.95) 0.029*** (2.64) 4.367*** (18.14) YES YES 26100 0.090



Large 0.009 (0.04) -0.130 (-1.15) 0.084 (0.45) -0.251*** (-9.32) -0.105 (-0.73) 1.326*** (11.63) 0.540*** (6.17) 0.594*** (4.73) 0.039*** (3.32) 4.317*** (12.47) YES YES 14729 0.124



(3) (4) Common law countries KZ-Index Low High 0.455** 0.160 (2.06) (0.72) -0.274* -0.079 (-1.86) (-0.50) 0.351** -0.182 (2.25) (-1.08) -0.269*** -0.293*** (-12.43) (-9.92) -0.406*** -0.081 (-3.47) (-0.55) 0.748*** -0.075 (9.21) (-0.78) 0.592*** 0.343*** (7.71) (3.62) 0.669*** 0.933*** (7.99) (5.95) 0.030*** 0.016 (3.03) (1.16) 4.121*** 4.638*** (17.15) (13.47) YES YES YES YES 22031 16048 0.150 0.088



(5)



(6)



Dividend payer No Yes 0.065 0.206 (0.28) (1.15) 0.084 -0.049 (0.37) (-0.50) 0.043 0.197 (0.26) (1.37) -0.297*** -0.227*** (-11.79) (-9.76) -0.094 -0.512*** (-0.71) (-3.88) -0.122 1.641*** (-1.59) (13.85) 0.472*** 0.540*** (5.58) (7.05) 0.669*** 0.711*** (5.85) (6.79) 0.023** 0.034*** (2.03) (3.40) 4.489*** 3.690*** (16.91) (13.95) YES YES YES YES 17186 20893 0.095 0.160



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(7)



(8) Size



Small 0.042 (0.29) 0.533*** (5.30) 0.047 (0.48) -0.345*** (-13.98) -0.131 (-0.90) 0.619*** (8.13) 0.619*** (8.26) 0.378*** (4.05) 0.042*** (3.30) 4.733*** (18.26) YES YES 42288 0.076



Large 0.411*** (4.13) 0.258*** (6.26) -0.037 (-0.45) -0.181*** (-10.74) -0.160 (-1.59) 1.301*** (14.12) 0.388*** (6.74) 0.343*** (4.28) 0.008 (1.08) 3.319*** (15.32) YES YES 53666 0.104



(9) (10) Civil law countries KZ-Index Low High 0.696*** 0.204 (3.94) (1.55) 0.168* 0.296*** (1.80) (4.98) 0.076 -0.062 (0.56) (-0.59) -0.261*** -0.321*** (-10.54) (-15.11) -0.185 -0.087 (-1.42) (-0.66) 1.607*** 0.574*** (13.88) (6.05) 0.456*** 0.351*** (6.01) (4.22) 0.371*** 0.610*** (4.52) (5.08) 0.022 0.021* (1.59) (1.74) 4.201*** 5.038*** (14.18) (19.15) YES YES YES YES 35543 41530 0.159 0.079



(11)



(12)



Dividend payer No Yes -0.318 0.658*** (-1.42) (5.50) 0.315** 0.420*** (2.20) (8.64) 0.169 -0.240** (1.10) (-2.39) -0.334*** -0.266*** (-11.89) (-12.44) -0.221 -0.072 (-1.24) (-0.67) 0.355*** 1.827*** (3.60) (14.73) 0.616*** 0.635*** (6.20) (9.05) 0.453*** 0.252*** (3.24) (3.04) 0.050*** 0.012 (3.36) (0.97) 4.907*** 4.240*** (15.59) (16.07) YES YES YES YES 23832 53241 0.079 0.121



[Supplementary Table] Table S3 (Continued) Panel B: Long-term versus short-term oriented countries (1) (2) Financial constraints measure Sample AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Industry FE Year FE Observations 𝑅2



Size Small 0.422** (2.36) 0.636*** (5.03) -0.090 (-0.73) -0.416*** (-12.69) 0.293 (1.08) 0.613*** (6.81) 0.697*** (7.10) 0.299*** (2.84) 0.038** (2.52) 5.446*** (15.48) YES YES 27436 0.110



Large 0.324*** (2.98) 0.150*** (3.48) 0.008 (0.09) -0.185*** (-8.54) -0.016 (-0.07) 1.352*** (12.61) 0.687*** (10.88) 0.173** (2.02) -0.001 (-0.07) 3.158*** (11.38) YES YES 36177 0.148



(3) (4) Long-term oriented countries KZ-Index Low High 0.656*** 0.623*** (2.91) (3.38) 0.194* 0.274*** (1.83) (3.92) 0.102 -0.232 (0.55) (-1.35) -0.310*** -0.421*** (-8.53) (-12.77) 0.298 -0.302 (1.00) (-0.85) 1.544*** 0.784*** (9.42) (5.98) 0.692*** 0.730*** (6.42) (5.60) 0.332*** 0.503*** (3.36) (3.43) 0.030 0.000 (1.53) (0.01) 4.688*** 6.057*** (10.81) (14.35) YES YES YES YES 22839 23552 0.182 0.126



(5)



(6)



Dividend payer No Yes 0.460 0.554*** (1.06) (3.71) 0.320 0.339*** (1.54) (6.20) 0.381 -0.375*** (1.18) (-2.95) -0.499*** -0.334*** (-9.60) (-11.65) -0.039 0.231 (-0.08) (0.98) 0.394*** 1.771*** (2.63) (12.54) 0.714*** 0.978*** (4.27) (10.90) 0.487*** 0.192* (2.83) (1.92) 0.011 0.014 (0.47) (0.92) 6.918*** 4.919*** (11.56) (13.98) YES YES YES YES 10148 36243 0.153 0.174



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(7)



(8) Size



Small 0.150 (0.81) 0.228 (1.46) 0.163 (1.15) -0.303*** (-13.18) -0.269** (-2.37) 0.109 (1.53) 0.436*** (5.74) 0.726*** (7.42) 0.042*** (3.60) 4.474*** (19.10) YES YES 27930 0.078



Large 0.251 (1.53) 0.150* (1.65) 0.001 (0.00) -0.224*** (-9.90) -0.111 (-1.14) 1.186*** (11.55) 0.204** (2.50) 0.666*** (5.60) 0.039*** (3.88) 4.233*** (13.79) YES YES 22936 0.096



(9) (10) Short-term oriented countries KZ-Index Low High 0.608*** 0.143 (2.77) (0.69) -0.112 0.151 (-0.78) (1.14) 0.222 -0.141 (1.35) (-0.88) -0.271*** -0.283*** (-12.99) (-11.52) -0.461*** -0.080 (-4.46) (-0.70) 0.803*** 0.000 (9.87) (0.00) 0.429*** 0.251*** (5.64) (2.80) 0.622*** 0.900*** (7.18) (6.43) 0.034*** 0.034** (3.18) (2.48) 4.395*** 4.724*** (18.05) (15.58) YES YES YES YES 23899 23551 0.162 0.082



(11)



(12)



Dividend payer No Yes -0.151 0.316** (-0.64) (2.02) 0.148 0.227*** (0.68) (2.73) 0.102 0.129 (0.57) (0.95) -0.289*** -0.225*** (-12.59) (-10.32) -0.139 -0.414*** (-1.13) (-4.19) -0.065 1.610*** (-0.88) (12.68) 0.549*** 0.306*** (6.33) (4.03) 0.673*** 0.668*** (5.91) (6.43) 0.039*** 0.050*** (3.35) (4.08) 4.495*** 3.973*** (18.01) (14.95) YES YES YES YES 20590 26860 0.087 0.119



[Supplementary Table] Table S3 (Continued) Panel C: High versus low uncertainty avoidance countries (1) (2) Financial constraints measure Sample AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Industry FE Year FE Observations 𝑅2



(3) (4) (5) (6) High uncertainty avoidance countries Size KZ-Index Dividend payer Small Large Low High No Yes 0.021 0.241*** 0.390** 0.119 -0.118 0.211* (0.15) (2.77) (2.07) (0.99) (-0.51) (1.94) 0.627*** 0.146*** 0.244** 0.194*** 0.468*** 0.331*** (5.78) (3.73) (2.52) (3.48) (3.07) (6.73) 0.076 0.129* 0.553*** -0.012 0.115 0.120 (0.76) (1.71) (3.73) (-0.11) (0.67) (1.22) -0.336*** -0.203*** -0.362*** -0.292*** -0.381*** -0.315*** (-12.63) (-10.87) (-9.37) (-12.72) (-10.89) (-11.37) -0.210 -0.236** -0.080 -0.427*** -0.305 -0.128 (-1.22) (-2.38) (-0.43) (-3.85) (-1.49) (-1.12) 0.559*** 1.264*** 1.535*** 0.545*** 0.410*** 1.826*** (7.10) (14.15) (10.72) (5.36) (3.65) (13.83) 0.647*** 0.495*** 0.450*** 0.594*** 0.702*** 0.687*** (8.18) (8.89) (4.63) (7.27) (6.35) (9.31) 0.371*** 0.480*** 0.587*** 0.609*** 0.324** 0.572*** (3.85) (5.64) (5.86) (4.77) (2.27) (5.85) 0.041*** 0.034*** 0.052*** 0.038*** 0.048*** 0.063*** (3.14) (4.25) (2.61) (3.16) (2.80) (4.22) 4.589*** 3.494*** 5.348*** 4.501*** 5.485*** 4.755*** (16.16) (14.59) (11.50) (15.64) (13.71) (13.82) YES YES YES YES YES YES YES YES YES YES YES YES 31219 39134 22778 29054 15577 36255 0.110 0.165 0.214 0.136 0.136 0.206



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(7)



(8)



(9) (10) (11) (12) Low uncertainty avoidance countries Size KZ-Index Dividend payer Small Large Low High No Yes 0.267 0.292* 0.658*** 0.237 -0.094 0.632*** (1.64) (1.67) (3.46) (1.26) (-0.45) (4.06) 0.067 -0.060 -0.272** 0.057 0.042 0.025 (0.50) (-0.64) (-2.10) (0.45) (0.22) (0.29) 0.104 -0.086 0.080 -0.133 0.087 -0.187 (0.90) (-0.55) (0.61) (-0.99) (0.60) (-1.55) -0.334*** -0.246*** -0.275*** -0.349*** -0.305*** -0.288*** (-15.19) (-11.39) (-14.99) (-14.73) (-13.88) (-14.33) -0.232** -0.158 -0.464*** -0.005 -0.117 -0.428*** (-2.06) (-1.26) (-4.60) (-0.04) (-0.96) (-3.95) 0.162** 1.362*** 0.919*** 0.069 -0.058 1.679*** (2.42) (12.69) (12.24) (0.82) (-0.82) (15.15) 0.434*** 0.375*** 0.530*** 0.169** 0.490*** 0.524*** (6.40) (4.82) (8.22) (2.00) (6.32) (7.48) 0.652*** 0.399*** 0.506*** 0.856*** 0.655*** 0.359*** (7.50) (3.83) (6.97) (6.56) (6.17) (4.17) 0.041*** 0.015* 0.026*** 0.022* 0.033*** 0.014 (4.05) (1.67) (2.88) (1.94) (3.24) (1.42) 4.709*** 4.298*** 4.299*** 5.388*** 4.596*** 4.533*** (21.16) (15.48) (20.59) (19.16) (19.54) (19.18) YES YES YES YES YES YES YES YES YES YES YES YES 37169 29261 34796 28524 25441 37879 0.078 0.111 0.142 0.092 0.077 0.136



[Supplementary Table] Table S4 Predominance of family business, creditor rights, and the value effect of accounts payable This table presents results of the regressions with firm- and year-fixed effects of Tobin’s Q for subsamples. The sample companies are equally divided into two groups by the Masulis, Pham, and Zein’s (2011) % Family group (Models (1), (2), (5), and (6)) or the creditor rights index of Djankov, McLiesh, and Shleifer (2007) (Models (3), (4), (7), and (8)). Then, each sample is divided into common and civil law countries (Panel A), long- and short-term oriented countries (Panel B), or high and low uncertainty avoidance countries (Panel C). See Table 1 for the legal origins of our sample countries. All the sample companies are equally divided into long- and short-term oriented countries by Hofstede’s (2001) long-term orientation score (see Table 1 for the long-term orientation scores of our sample countries). Similarly, all the sample companies are equally divided into high and low uncertainty avoidance countries by Hofstede’s (2001) uncertainty avoidance score (see Table 1 for the uncertainty avoidance scores of our sample countries). AccPay is accounts payable scaled by assets. The GFC dummy takes on a value of one for observations from years 2008 and 2009. AccRec is accounts receivable scaled by assets. Ln(Assets) is the natural logarithm of assets. Intangibles is intangible assets divided by assets. ROA is earnings before interest and tax scaled by assets. Leverage is total liabilities over assets. CASH is cash and equivalents divided by assets. SGR is sales growth ratio. See Appendix A for a computation of Tobin’s Q. T-statistics computed by using robust standard errors are in parentheses.
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[Supplementary Table] Table S4 (Continued) Panel A: Common law versus Civil law countries (1) Country classification measure Sample AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



(2) (3) (4) Common law countries % Family group Creditor rights index Low High Low High 0.208 0.152 0.430* 0.171 (0.98) (0.87) (1.90) (0.92) -0.011 0.071 -0.119 0.049 (-0.07) (0.61) (-0.61) (0.43) 0.275 0.189 0.268 0.070 (1.37) (1.50) (1.23) (0.54) -0.270*** -0.284*** -0.294*** -0.272*** (-12.54) (-9.84) (-10.92) (-11.76) -0.170 -0.033 -0.067 -0.300** (-1.43) (-0.20) (-0.42) (-2.45) 0.140* 0.435*** 0.209** 0.219** (1.75) (4.23) (2.18) (2.46) 0.431*** 0.546*** 0.304*** 0.570*** (5.20) (7.25) (3.03) (8.41) 0.888*** 0.569*** 0.950*** 0.670*** (7.80) (5.59) (7.20) (6.83) 0.027** 0.036*** 0.024* 0.053*** (2.40) (3.29) (1.85) (4.69) 4.532*** 4.058*** 4.560*** 4.236*** (18.42) (13.13) (15.45) (16.66) YES YES YES YES YES YES YES YES 21751 19078 15392 25437 0.111 0.092 0.088 0.113
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(5)



(6)



(7)



(8)



Civil law countries % Family group Low High 0.213 0.039 (1.21) (0.36) 0.507*** 0.166** (8.20) (2.31) 0.305** 0.068 (2.33) (0.84) -0.382*** -0.210*** (-14.20) (-11.81) -0.079 -0.284*** (-0.56) (-2.66) 0.960*** 0.613*** (9.68) (7.64) 0.812*** 0.296*** (9.32) (4.66) 0.690*** 0.341*** (7.17) (3.64) 0.079*** 0.036*** (5.05) (3.32) 5.455*** 3.510*** (16.21) (17.80) YES YES YES YES 38737 42931 0.180 0.059



Creditor rights index Low High 0.172 -0.065 (1.42) (-0.46) 0.417*** 0.299*** (8.17) (2.67) 0.180* 0.074 (1.84) (0.78) -0.306*** -0.218*** (-16.23) (-8.85) -0.090 -0.338** (-0.81) (-2.37) 0.973*** 0.539*** (11.08) (6.36) 0.595*** 0.441*** (9.28) (5.22) 0.512*** 0.535*** (6.33) (4.32) 0.033*** 0.053*** (2.72) (4.42) 4.679*** 3.390*** (20.61) (12.65) YES YES YES YES 60340 22496 0.094 0.081



[Supplementary Table] Table S4 (Continued) Panel B: Long-term versus Short-term oriented countries (1) Country classification measure Sample AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



(2) (3) (4) Long-term oriented countries % Family group Creditor rights index Low High Low High 0.084 0.083 0.228 0.031 (0.44) (0.72) (1.48) (0.23) 0.459*** 0.178* 0.377*** 0.344*** (7.13) (1.88) (6.59) (2.67) 0.442*** -0.024 0.353*** -0.024 (2.83) (-0.25) (2.71) (-0.24) -0.491*** -0.224*** -0.434*** -0.200*** (-12.66) (-10.70) (-15.07) (-7.96) -0.225 0.017 -0.150 -0.056 (-0.65) (0.08) (-0.50) (-0.26) 1.192*** 0.499*** 1.205*** 0.344*** (8.42) (6.52) (10.48) (4.06) 1.035*** 0.375*** 0.942*** 0.353*** (9.52) (5.34) (10.77) (4.19) 0.652*** 0.257*** 0.627*** 0.332*** (5.86) (2.78) (6.89) (2.73) 0.112*** 0.035*** 0.045*** 0.040*** (4.96) (3.10) (2.97) (2.91) 6.661*** 3.452*** 5.980*** 3.075*** (13.74) (14.98) (17.31) (10.97) YES YES YES YES YES YES YES YES 29348 23305 38661 13992 0.217 0.086 0.178 0.080



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(5)



(6) (7) (8) Short-term oriented countries % Family group Creditor rights index Low High Low High 0.283 0.199 0.353* 0.169 (1.41) (1.06) (1.95) (0.73) 0.050 0.412*** 0.173 0.228 (0.34) (3.79) (1.38) (1.54) 0.152 0.158 0.134 -0.001 (0.93) (1.02) (0.84) (-0.01) -0.290*** -0.253*** -0.275*** -0.296*** (-15.09) (-9.43) (-13.72) (-11.37) -0.177* -0.233* -0.200* -0.248* (-1.75) (-1.78) (-1.87) (-1.93) 0.219*** 0.478*** 0.314*** 0.221** (3.03) (3.83) (3.82) (2.25) 0.447*** 0.300*** 0.275*** 0.578*** (6.08) (3.29) (3.48) (7.04) 0.861*** 0.482*** 0.765*** 0.737*** (8.59) (3.73) (7.10) (6.17) 0.036*** 0.056*** 0.036*** 0.066*** (3.48) (3.25) (3.22) (4.59) 4.734*** 4.159*** 4.533*** 4.686*** (20.96) (13.57) (19.39) (15.68) YES YES YES YES YES YES YES YES 29525 21341 30329 19948 0.117 0.079 0.082 0.132



[Supplementary Table] Table S4 (Continued) Panel C: High versus Low uncertainty avoidance countries (1) Country classification measure Sample AccPay AccPay × GFC dummy AccRec Ln(Assets) Intangibles ROA Leverage CASH SGR Constant Firm FE Year FE Observations 𝑅2



(2) (3) (4) High uncertainty avoidance countries % Family group Creditor rights index Low High Low High 0.121 0.085 0.181* -0.055 (0.64) (0.93) (1.67) (-0.46) 0.462*** 0.130* 0.321*** 0.415*** (7.22) (1.85) (6.41) (3.33) 0.419*** 0.018 0.172* 0.010 (2.74) (0.26) (1.95) (0.10) -0.477*** -0.219*** -0.330*** -0.196*** (-12.68) (-13.05) (-16.31) (-8.03) -0.151 -0.353*** -0.264** -0.227 (-0.48) (-3.86) (-2.39) (-1.28) 1.153*** 0.544*** 1.083*** 0.317*** (8.35) (8.15) (12.15) (3.79) 1.003*** 0.379*** 0.744*** 0.326*** (9.36) (6.88) (11.84) (3.98) 0.656*** 0.264*** 0.508*** 0.286** (5.96) (3.34) (6.79) (2.18) 0.104*** 0.042*** 0.040*** 0.042*** (4.84) (4.41) (3.55) (3.39) 6.514*** 3.584*** 4.874*** 3.139*** (13.85) (18.85) (19.95) (11.70) YES YES YES YES YES YES YES YES 29937 38017 52847 16275 0.213 0.098 0.159 0.076



***: Significant at the 1% level; **: Significant at the 5% level; *: Significant at the 10% level.
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(6) (7) (8) Low uncertainty avoidance countries % Family group Creditor rights index Low High Low High 0.208 0.126 0.396* 0.195 (1.09) (0.70) (1.81) (1.15) 0.069 -0.025 -0.087 0.054 (0.51) (-0.23) (-0.52) (0.53) 0.218 0.238* 0.199 0.128 (1.35) (1.84) (1.01) (1.11) -0.286*** -0.275*** -0.294*** -0.269*** (-14.97) (-10.82) (-12.75) (-12.88) -0.185* 0.033 -0.067 -0.335*** (-1.86) (0.21) (-0.50) (-3.03) 0.241*** 0.567*** 0.271*** 0.362*** (3.39) (5.05) (3.07) (4.36) 0.454*** 0.433*** 0.270*** 0.573*** (6.29) (5.21) (2.99) (8.69) 0.862*** 0.567*** 0.849*** 0.727*** (8.76) (5.09) (7.02) (7.90) 0.035*** 0.033** 0.033*** 0.057*** (3.48) (2.42) (2.77) (5.39) 4.661*** 4.060*** 4.670*** 4.154*** (20.87) (14.94) (17.81) (18.01) YES YES YES YES YES YES YES YES 30551 23992 22885 31658 0.115 0.076 0.088 0.105
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