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TAi,t/Ai,t-1 = )0 + ) 1 (1 / Ai,t-1) + ) 2 [(*Si,t - *ARi,t) / Ai,t-1]  
+ ) 3 PPEi,t / Ai,t-1 + ) 4 ROAi,t + +i,t           2*3�

 

TAi,t = Net income - cash flow from operating activities;  
Ai,t-1 = Total assets; 
�Si,t = Change in sales; 
�ARi,t = Change in accounts receivable; 
PPEi,t = Tangible assets – land - construction in progress;  
ROAi,t = Net income/total assets; 
� = Residuals; and 
i,t = firm, year 
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