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Business Investment and Output  

 

Figure 1: USA: tangible fixed produced capital/output ratios 
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Figure 2: UK: PNFCs’ % of total tangible investment 
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Figure 3: UK: PNFCs’ and other sectors’ investment as % NDP 
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Figure 4: UK: PNFCs’ gross tangible investment as % net output 
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Figure 5: UK: PNFCs’ net tangible investment as % net output 
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Reasons Why Business Investment Falls 
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RoE for PNFCs’ UK Investment 
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Figure 6: UK: RoE on produced tangible capital 
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Figure 7: UK: PNFCs’ land as % total tangible assets 

 

 

23.0

25.0

27.0

29.0

31.0

33.0

35.0

37.0

39.0

41.0

La
nd

 a
s 

%
 o

f t
ot

al
 ta

ng
ib

le
 a

ss
et

s.

Land as % of total tangible assets



 

World Economics • Vol. 21 • No. 3 • July–September 2020 

Figure 8: UK: PNFCs’ RoE on total tangible assets including land 
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Figure 9: UK: PNFCs’ tangible investment and RoE 
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Table 1: R2 correlations between PNFCs’ investment and RoE, including land 

 

  
RoE, 

contemporary 
RoE 1 year 

earlier 
RoE 2 years 

earlier 
RoE 3 years 

earlier 
RoE 4 years 

earlier 

1995 to 2018 0.164 0.285 0.462 0.517 0.59 
2000 to 2017  0.064 0.014 0.282 0.591 0.591 



 

World Economics • Vol. 21 • No. 3 • July–September 2020 

The Supply of Labour 

Table 2: Changes in RoE and investment  

 

  Investment RoE   RoE 
2000 5.83% 14.57% 1997 10.70% 
2018 0.84% 13.10% 2015 8.35% 
Difference  –4.98% –1.48%   –2.35% 
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Investment and Leverage 

 

Figure 10: UK: changes in hours worked and numbers employed 
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Figure 11: UK: PNFCs’ debt ratios 
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http://smithers.co.uk/news_article.php?id=152&o=0
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Figure 12: UK: PNFCs’ investment and leverage 

 

 

10

11

12

13

14

15

16

17

18

40

45

50

55

60

65

70

75

80

G
ro

ss
 ta

ng
ib

le
 in

ve
st

m
en

t 
as

 lo
g.

 %
 n

et
 o

ut
pu

t

N
et

 in
te

re
st

-b
ea

rin
g 

lia
bi

lit
ie

s 
as

 lo
g.

 %
 n

et
 o

ut
pu

t

Interest-bearing liabilities as % of net output
Gross tangible investment as % of net output



 

World Economics • Vol. 21 • No. 3 • July–September 2020 

Figure 13: UK: PNFCs’ cash distributed to shareholders 
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Figure 14: UK: PNFCs’ dividends as % output 
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Monopoly Power  
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The Change in Incentives 

Figure 15: UK: labour share of corporate output 
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Figure 16: UK and USA: non-financial companies’ net tangible investment 
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Figure 17: UK and USA: incentive payments to CEOs 
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Conclusion and Policy Implications 
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http://smithers.co.uk/news_article.php?id=152&o=0
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Appendix 1  

The Data Used in the Charts 
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Appendix 2  

The UK Hurdle Rate 

 

Table A1: Real log. % p.a. returns to equity shareholders 

 

  US $ £ 
1899 to 1945 3.21% 3.37% 
1945 to 2019 5.54% 5.73% 
1899 to 2019 4.66% 4.84% 
1947 to 2012 7.71% 6.44% 
1947 to 2019 6.50% 5.68% 
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