

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	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
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Debt and Taxes: Evidence from the Real Estate Industry

	
    
        
            
            







    
    










    
    
    
    











			
                    Simon School Working Paper No. FR 12-08
 
        

    
	

	
	
		
		
			48 Pages
		
		

		Posted: 7 Apr 2012
		
		
		
	

	
		
			
			




	See all articles by Michael BarclayMichael Barclay
affiliation not provided to SSRN (deceased)
Shane Heitzman
University of Southern California - Marshall School of Business
Clifford W. Smith
Simon Graduate School of Business, University of Rochester


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: April 6, 2012

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Compelling empirical evidence documenting a material effect of corporate taxes on leverage decisions is limited, in part because of difficulties in constructing an effective proxy for the firmâ€™s tax benefit of debt. We examine leverage decisions across taxable and nontaxable real estate firms â€” firms for which we can measure the relative tax benefit of debt with little error. The tax hypothesis implies that for firms with similar asset portfolios, taxable firms should have more debt than their nontaxable counterparts. We find that leverage ratios of taxable real estate firms are about 5% higher than their nontaxable counterparts, but this estimate is only one-third what would be expected given recent evidence using simulated marginal tax rates. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Capital structure, taxes, marginal tax rates, organizational form

	
	

	
    

    
	

	
	
		JEL Classification: G32, H25, M41

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Barclay,  Michael and Heitzman,  Shane and Smith,  Clifford W., Debt and Taxes: Evidence from the Real Estate Industry (April 6, 2012). Simon School Working Paper No. FR 12-08,  Available at SSRN: https://ssrn.com/abstract=2035650 or http://dx.doi.org/10.2139/ssrn.2035650 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Michael Barclay

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				affiliation not provided to SSRN (deceased) 

			

			
			
				
				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Shane Heitzman (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: University of Southern California - Marshall School of Business]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Southern California - Marshall School of Business  ( email )

			

			
			
				
				
				
					701 Exposition Blvd
Los Angeles, CA California 90089
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Clifford W. Smith

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Simon Graduate School of Business, University of Rochester]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Simon Graduate School of Business, University of Rochester  ( email )

			

			
			
				
				
				
					Carol Simon Hall 3-202C
Rochester, NY  14627
United States
585-275-3217 (Phone)
585-442-6323 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      325

			

		
		
		
			Abstract Views

			    2,271

		

		
		 
		
			Rank

			  170,835

		

		
	


	
		
            
            	        5 Citations
		

	

	
		
			
				       55 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Corporate Finance: Capital Structure & Payout Policies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Finance: Capital Structure & Payout Policies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,644

                                    

                                    
                                        PAPERS

                                           15,037

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,899

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Real Estate eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Real Estate eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,196

                                    

                                    
                                        PAPERS

                                            9,859

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Dennis R. Capozza at Ross School of Business, University of Michigan, William N. Goetzmann at Yale School of Management - International Center for Finance

                                    

                                
                            

                        

                    

                
	
                    IO: Empirical Studies of Firms & Markets eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Empirical Studies of Firms & Markets eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,175

                                    

                                    
                                        PAPERS

                                           14,586

                                    

                                

                                
                            

                        

                    

                
	
                    Political Economy: Taxation, Subsidies, & Revenue eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Economy: Taxation, Subsidies, & Revenue eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,174

                                    

                                    
                                        PAPERS

                                           13,483

                                    

                                

                                
                            

                        

                    

                
	
                    Organizations & Markets: Formal & Informal Structures eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Organizations & Markets: Formal & Informal Structures eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              704

                                    

                                    
                                        PAPERS

                                            8,962

                                    

                                

                                
                            

                        

                    

                
	
                    Econometric Modeling: Corporate Finance & Governance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Corporate Finance & Governance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              653

                                    

                                    
                                        PAPERS

                                           13,434

                                    

                                

                                
                            

                        

                    

                
	
                    Microeconomics: Intertemporal Firm Choice & Growth, Investment, Financing, & Capacity eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Intertemporal Firm Choice & Growth, Investment, Financing, & Capacity eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              571

                                    

                                    
                                        PAPERS

                                            6,927

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Effect of Corporate Governance on Investment: Evidence from Real Estate Investment Trusts (Reits)

                        
                            By
                                
                                
                                    
                                    Jay C. Hartzell, 
                                    
                                
                                    
                                    Libo Sun, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Role of Corporate Governance in Initial Public Offerings: Evidence from Real Estate Investment Trusts

                        
                            By
                                
                                
                                    
                                    Jay C. Hartzell, 
                                    
                                
                                    
                                    Crocker H. Liu, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Insider Ownership and Firm Value: Evidences from Real Estate Investment Trusts

                        
                            By
                                
                                
                                    
                                    Bing Han
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Why Do Reits Repurchase Stock? Extricating the Effect of Managerial Signaling in Open Market Share Repurchase Announcements

                            
                                By
                                    
                                    
                                        
                                        James C. Brau
                                         and 
                                    
                                        
                                        Andrew M. Holmes
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Explaining the Variation in Reit Capital Structure: The Role of Asset Liquidation Value

                            
                                By
                                    
                                    
                                        
                                        Erasmo Giambona, 
                                        
                                    
                                        
                                        John P. Harding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Role of the Underlying Real Asset Market in REIT Ipos

                            
                                By
                                    
                                    
                                        
                                        Jay C. Hartzell, 
                                        
                                    
                                        
                                        Crocker H. Liu, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
