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Abstract

One of the dangers of the growth of markets, institutions and financial instruments is their
lack of support for investment in the real sector, which is referred to as the phenomenon
of financialization, and since the early 1980s, there is growing evidence of its prevalence.
The phenomenon has been reported in different countries. The purpose of this study is to
evaluate the effect of financial financing on the real investment of non-financial corporations.
Given the growth of financial markets in recent years on the one hand, and the significant
difference in returns in this market compared to other markets on the other hand, the study
of financial development in the Iranian economy and its impact on capital formation is very
important. To assess this issue, the changes in real investment of non-financial companies
listed on the Tehran Stock Exchange in the period 2009-2019 have been studied and its
impact on financing indicators are estimated including cash dividends paid and non-
operating income of the company. The strategy of this study in estimating the model is to
use a multi-level panel data model and companies are divided into 4 levels and groups. One
of the innovations of this study, in addition to the novelty of the subject, is the use of models
based on multilevel panel data. In addition, by using the multi-level panel data model and
dividing companies into 4 levels and groups, the effect of independent variables on the
dependent variable of the model, means the real investment of non-financial companies is
confirmed in each economic sectors and its subgroups as well as the type of ownership of
listed companies.
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According to macroeconomic theories, the accumulation of physical capital is one of the
necessary conditions for the growth of the national economy. (Roemer 1986, Lucas 1988
and Ribello 1991) In other words, the optimal use of labor in the production process
depends to a large extent on the amount of available capital and capital accumulation plays
a key role in determining the rate of increase in total output and per capita output of labor.

1. Introduction

The question is, what is the reason for the mismatch between the growth of the capital
market and the growth of the real sector of the economy? And why have capital markets
and other financial markets grown so much when the real sector of the economy has been
volatile and declining? In other words, why is there no necessary correlation between the
growth of the financial sector and the growth of the real sector of the economy?
Specifically, if we consider the main task of the capital market to be the financing of
economic activities and the duty of the money market to be the short-term financing of
companies and productive enterprises, why in the periods when these financial markets are
in the economy? Iran has grown rapidly, the growth of the real sector of the economy has
been slow and has been negative in some years?

The term "financializtion" is used in the economic literature to describe such
disproportion; financialization means the desire of economic actors to invest in financial
markets instead of investing in the real sector of the economy. Taxation can be examined
in the micro and macro dimensions of the economy. In this study, the occurrence of the
phenomenon of "financializtion" and "lack of relationship between the financial and real
sectors of the economy" is evaluated based on evidence at the level of enterprises
(companies listed on the Tehran Stock Exchange).

This study evaluates the growing gap between the financial sector and the real sector of
the economy, influenced by the theoretical literature of "financializtion", to assess the
extent to which strengthening incentives, institutions and financial markets increases /
decreases capital. The placement of enterprises in physical assets has become. The
approach that the present study has taken to deal with this issue is a micro-level approach,
and for this purpose, it uses the data of non-financial companies listed on the Tehran Stock
Exchange.

The rest of the article is organized as follows: first, the theoretical literature and
empirical background of the subject are reviewed, then, the model, data and model
estimation method are described, and in the fourth part, the findings of the article are
reported. Finally, the contents of the article are summarized and concluded.

2. Model (Specify the template)

In post-Keynesian theory, capital accumulation is an inherently dynamic process (Kalsky
1954; Lopez and Matt 1998). Physical investment is an irreversible phenomenon. Different
financing processes in investment programs overlap at different time intervals and link past
and future capital accumulation to evidence from previous empirical research (Ford & Port
1991; Kopek & Brauman 2001; Orhangazi 2008; Aristis et al. 2012). Therefore, in all
evaluated models, the effect of independent and control variables on real investment is not
immediate and occurs over time. Because there is a time lag between the investment
decision and the investment costs and their role in shaping expectations. To analyze the
potential effects of taxation in the Iranian capital market, the model of this research is based
on the investment model of Tori Daniel and Onaran (2018) and instead of inter-country
data, the data of companies operating in the non-financial sector of Tehran Stock Exchange
are used. And the impact of financial activities on the investment of these companies has
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been micro-assessed. In addition, other interdepartmental and macro-level variables that
affect actual investment have been added to the model in the form of a multi-level panel
data model. (Described model refer to Persian paper)

3. Model estimation results

In this section, we will first deal with the results of random effects of different levels and
interpret its results, and then we will interpret the results of estimating the main model and
the effect of independent model variables on the dependent variable.

In the table above, for each of the sentences id1, id2, id3, id4, which represent 4 different
levels in the model, we considered a sentence with random effects, which according to the
significance of each of the 4 sentences at a significance level of 95%, Indicates the necessity
of leveling the model, otherwise variables with positive or negative effects can be
incorrectly identified in the model and vice versa. Therefore, it can be concluded that the
multi-level panel data model has been selected correctly and, in this model, the effect of
independent model variables at different levels, including economic sectors and subsectors
and the type of corporate ownership, will have different effects on the real investment of
non-financial listed companies. Had. In other words, the effects of taxation on mining
companies are different from this effect on service or agricultural companies.

In the coefficients of id in the above table, the coefficient of id is estimated to be 0.019,
the non-zero of which indicates the existence of a random effect related to id or the desired
level. As a result, the leveling of the model dependent variable or the actual investment will
be different according to the id estimation of its path, and the leveling is effective on the
model dependent variable. In this regard, as described below, the random effect of all 4
levels on the dependent variable is confirmed. Also, id4, which represents the level of
ownership of the company of private, public and public non-governmental type, its
coefficient is 0.018 and non-zero, thus indicating the random effect of this group on
physical investment.

As can be seen from the results of the table above, the research hypothesis that the
negative impact of financial expenses and financial income as variables of financing
representative in non-financial companies of the stock exchange on investment was
confirmed. To justify the negative impact of the above coefficients on real investment, in
terms of financial income; Increasing the share of financial income strengthens the
motivation of owners and managers of the company to reduce real investment and gradually
shifts them from high-risk and uncertain investment to safe or low-risk investment.
Especially when the profit opportunities in the financial markets are better than the
production-oriented markets, this creates more incentive to invest in financial assets and
less incentive to invest in real assets. Due to the boom period of the market in the period
under review, this incentive has increased by companies.

4. Conclusion

Studies emphasize the role of physical capital accumulation in the economic growth of
countries as well as the impact of financial markets on the creation and development of
physical capital in some countries. Unprecedented growth in financial markets and negative
GDP growth in some of the years under review indicate growth independent of the real
sector of financial markets. The impact of financing is directly on indicators of the economy
such as equitable distribution of resources and wealth, labor wages and real investment of
companies and ... In this study, we seek to answer the question of what effect taxation has
on the real investment of enterprises. In this regard, our sample is for researching stock
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exchange companies, and because stock exchange companies operating in the financial
field, the study of financing in those companies due to their inherent activity, we make an
error in analysis. The sample studied is only active companies. In the non-financial field,
so sampling is a systematic removal method. To estimate the model, we used the multi-
level panel data method because the surveyed companies were hierarchically active in
different sectors of the economy and each was in different categories and groupings, and
since the effects of independent variables on the dependent variable in each group and the
level should be considered separately. The multi-level panel data model was used, and
according to the results, the leveling was selected correctly, otherwise the coefficients and
confidence intervals of the variables were incorrectly estimated and detected. As a result,
the effects of independent variables on real investment have been different in different
groups, and with this model, in addition to the effects at the same level, inter-level effects
have also been considered.

Based on the results obtained in this study, the answer to the main research question is
positive, ie taxation has had a negative effect on the real investment of non-financial
companies of the stock exchange. As a result, the variables of tax representative (income
and cost of financialization) along with real interest rate by sectors, net capital stock by
sectors, corporate tax ratio to total income and international economic sanctions have a
negative effect on physical investment of non-financial companies. They had securities,
and accumulated profits, sales, GDP growth by segments, exchange rates, and loan
balances were positively correlated with actual investment.
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of 2015 (percent)), (source: Central Bank website, time series data bank and research
calculations).
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Fig. 1. Financialization and income distribution (Pali, 2013).
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Tab. 2. Random effect results of multilevel model estimation
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Tab. 3. The results related to the significance of the variables of the research model
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