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[1] Leverage Target and Payout Policy

Journal of Financial Research, 44(1), 53-79. https://doi.org/10.1111/jfir.12234

Depending on whether existing debt is below or above target debt level, some firms are more willing to raise debt
(if needed) than others are. In this paper, I show that firms are more likely to both increase dividends and smooth
dividends when they have below-target debt after controlling for access to debt. Additionally, I show that when
firms have below-target debt, they use a greater fraction of proceeds from net debt issues to finance dividends. I
obtain similar results when I repeat the tests with total payouts (dividends plus repurchases) instead of dividends
only.

[2] Leverage Target and Firm Innovation

Studies on capital structure show that firms with below-target debt are more willing to raise debt (if needed)
compared to firms with above-target debt. In this paper, I examine how capital structure decisions affect R&D
investment policies and firm innovation. I show that firms with below-target debt are more likely to innovate and
have better quality innovations. Additionally, I show that when firms have below-target debt, they use a greater
fraction of proceeds from net debt issuance to finance R&D expenses (directly or indirectly) and show higher level
of R&D smoothing.

[3] Payout Flexibility and Firm Innovation

This paper investigates how flexibility in payout decisions affects firm innovation. Firms that make payout mainly
in the form of share repurchase have greater flexibility in making payouts compared to firms that make payout
mainly in the form of dividends. I show that firms with greater payout flexibility have higher levels of innovation
and have better quality innovations. Using a Granger-Causality framework, I show that firm innovation has no
significant effect on payout flexibility while payout flexibility results in firm innovation. Additionally, I show that
firms with greater payout flexibility show higher levels of R&D smoothing and their R&D smoothing is less affected
by financing deficits.
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