

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
				
			
		
			
		
			
		
			
		
			
				
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Capital Share Dynamics When Firms Insure Workers

	
    
        
            
            







    
    










    
    
    
    











			
                    Journal of Finance, Forthcoming
 
                    Stanford University Graduate School of Business Research Paper No. 16-35
 
        

    
	

	
	
		
		
			70 Pages
		
		

		Posted: 9 Jul 2016
		
			Last revised: 17 Dec 2018
		
		
	

	
		
			
			




	See all articles by Barney Hartman-GlaserBarney Hartman-Glaser
University of California, Los Angeles (UCLA) - Anderson School of Management
Hanno N. Lustig
Stanford Graduate School of Business; National Bureau of Economic Research (NBER)
Mindy Z. Xiaolan
University of Texas, Austin - Department of Finance


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Capital Share Dynamics When Firms Insure Workers

								
							
							
							
								Journal of Finance, Forthcoming, Stanford University Graduate School of Business Research Paper No. 16-35
							

							
							
								
									Number of pages: 70
								
								
									Posted: 09 Jul 2016
								
								
									Last Revised: 17 Dec 2018
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  713
							
						

					

					
					

					
						
							
						

						
							
								
									Capital Share Dynamics When Firms Insure Workers
									

								
							
							
							
								NBER Working Paper No. w22651
							

							
							
								
									Number of pages: 71
								
								
									Posted: 20 Sep 2016
								
								
									Last Revised: 24 May 2023
								
							

							
						

						
							
							Downloads
							   30
							
						

					

					
				

			

		

	

	


	
	
	
	
		
	
	
		
			Date Written: October 1, 2017

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Although the aggregate capital share of U.S. firms has increased, the firm-level capital share of a typical U.S. firm has decreased. This divergence is due to mega-firms that now produce a larger output share without a proportionate increase in labor compensation. We develop a model in which firms insure workers against firm-specific shocks, where more productive firms allocate more rents to shareholders, while less productive firms endogenously exit. Increasing firm-level risk delays exit and increases the measure of mega-firms, which raises the aggregate capital share while lowering the average firm's capital share. An increase in the level of rents quantitatively magnifies this effect. We present evidence supporting this mechanism. 
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