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American Economic Review 2015, 105(7): 2086-2119
http:fdx.dot.org/10.1257faer 20140150

Acquisitions, Productivity. and Profitability:
Evidence from the Japanese Cotton Spinning Industry’

By SERGUEY BRAGUINSKY, ATSUSHI OHYAMA, TETSUJI OKAZAKI,
AND CHAD SYVERSON?

We explore how changes in ownership affect the productivity and
profitability of producers. Using detailed data from the Japanese
cotton spinning industry at the turn of the last century, we find
that acquired firms’ production facilities were not on average less
physically productive than the plants of the acquiring firms before
acquisition. They were much less profitable, however, due to higher
inventory levels and lower capacity utilization—differences that
reflected problems in managing the uncertainties of demand. After
acquisitions, less profitable acquired plants saw drops in inventories
and gains in capacity utilization that raised both their productivity
and profitability levels. (JEL D24, G32, G34, L11, L25, L66, N65)
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TaBLE 2—WiTHIN-ACQUIRED-PLANTS CoMPARISONS OF PrODUCTIVITY, PROFITABILITY, AND PRICES

All acquisitions

By senal acquirer

Plant log price Plant log price
TFPQ ROCE residuals TFPQ ROCE residuals
Late pre-acquisition —0.003 0.020 0.011 —0.016 0.025 0.018
dummy (0.019) (0.013) (0.013) (0.030) (0.016) (0.030]
Early post-acquisition 0.045% 0.060)%** 0.036 0.053 0.106%** 0.065
dummy (0.026) (0.022) (0.027) (0.046) (0.023) (0.063)
Late post-acquisition 0.126%%* 0.08Q%#** 0.044 0.159%* 0.140%#** 0.089
dummy (0.033) (0.025) (0.034) (0.062) (0.032) (0.068)
Constant 0.603%% 0.102%** 0.020%++ 0.356%+* 0.079%+ 0.04 ] ##%
(0.032) (0.013) (0.010) (0.025) —0.031 (0.008)
Acquisition fixed effects Yes Yes Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes Yes Yes
Observations 1.078 301 1.118 512 472 521
Adjusted R 0.734 0.639 0.097 0.605 0.625 0.082
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Within-acquired plants estimations

Dependent

variable TFPR TFPQU TFPQ)

Late pre- 0.020 —0.027 —0.003
acquisition (0.051) (0.044) (0.019)
dummy

Early post- 0.168%x () 104*%* () 045*
acquisition (0.038) (0.038) (0.026)
dummy

Late post- 0.200%%% () 2]]1*%* (), ]26%**
acquisition (0.080) (0.050) (0.033)
dummy

Constant 0.750%%% () 304*%% () 603***

Acquisition
fixed effects

Year fixed effects

Observations

Adjusted R*

(0.065)  (0.053)  (0.032)

Yes Yes Yes
Yes Yes Yes
1.047 1.077 1,078

0.824 0.478 0.734

la

(2)
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American Economic Review 2021, 111(12): 3795-3826
hitps://doi.org/10.1257/aer.20201656

Product Innovation, Product Diversification, and Firm

Growth: Evidence from Japan’s Early Industrialization’

By SERGUEY BRAGUINSKY, ATSUSHI OHYAMA,
TETSUJT OKAZAKI, AND CHAD SYVERSON™
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BRI REED [347]  (trial)
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All (1) Fraction in total Never scaled (2) Ratio: (2)/(1)
Panel A. Product lines
New product lines 685 1.000 271 0.396
Of which: nontrial 246 (0.359
initially trial 439 0.641 271 0.617

Of which: upgrade lines 76 0.111 33 0.43324
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Firms with
All firms high-end machines
(1) (2) (3) (4) (5) (6)
Panel A. Product upgrade trials
Dummy equal to 1 if had high-end 1.066
machines in period t (0.378)
Dummy equal to 1 if high-end machine 1.387 0.700 0.943 0.295
expansion during period t (0.313) (0.379) (0.343) (0.362)
Interaction term between high-end machines 1.111 1.846
expansion and mandated output cuts dummies (0.588) (0.603)
during period £
Dummy equal to 1 if low-end machine —0.002 —0.132 —0.039  —0.045
expansion during period t (0.335) (0.374) (0.420) (0.431)
Dummy equal to 1 if university-educated 0.715 0.565 0.485
engineer employed at ¢ (0.408) (0.421) (0.494)
Dummy equal to 1 if merchant a member of board 1.521 1.455 1.662
at t (0.432) (0.416) (0.547)
Firm age 0.007 0.017  —0.009 -0.012 0.002 —0.036
(0.026) (0.023) (0.030) (0.031) (0.028) (0.032)
Constant —2396 2251 3501 —3.437 —1.602 —3.097
(0.485) (0.410) (0.580) (0.547) (0.487) (0.815)
Semiannual time dummies Included Included Included Included Included Included

Observations 1,618 1.618 1.618 1,618 701 701
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[EJERT] EERE )
« $RZEISHE X high-endi&M OB REZ & L 7-2EXFEH#HETE

Number of In{output) at 1+1,
upgrade trials started at minus In(output) at
First stage  “Placebo test” Second stage
(1) (2) (3) (4)
Cumulative number of upgrade trials 0.012 —0.014
(0.007)  (0.000)
Fraction of low-end products in total number of products 2371 2.360 0.029 0.080
(0.463) (0.461) (0.027) (0.034)
Cumulative number of upgrade trials = fraction 0.081
of low-end products [0_020)
Fraction of output cuts enforced at 1 » logged installed 2539
high-end spindles in f + 1. minus logged installed (0.647)
high-end spindles in ¢
Fraction of output cuts enforced at 1 x logged installed 0.040
low-end spindles in t + 1, minus logged installed (0.565)
low-end spindles in ¢
Logged installed high-end spindles in 1 + 1, minus -0.132 0.039 0.019 0.019
logged installed high-end spindles in ¢ (0.005) (0.092) (0.007) (0.007)
Logged installed low-end spindles in f + 1, minus 0.121 0.103 0.014 0.012
logged installed low-end spindles in 7 (0.065) (0.078) (0.016)  (0.016)
Dummy = 1 if university-educated engineer at 0.682 0.627 0.064 0.071
{0.524) (0.513) (0.025) (0.025)
Dummy = 1 if merchant board member at 1 0978 1.025 0.025 0.022
{0.385) (0.385) (0.018) (0.019)
Logged total firm output at ¢ 0.578 0.519 —0.030 —0.046
(0.180) (0.185) (0014)  (0.015)
Firm age 0.051 0.053 —0.006 —0.009
{0.032) (0.033) (0.002) {0.002)
Constant —4.920 —4.568 0.503 0.681
(1.534) (1.550) (0122)  (0.136)
Semiannual time dummies Included Included Included  Included
Observations 1,608 1,608 1,608 1,608
log pseudolikelihood (R?) —273.2 —2713 0.195 0.202

Estimation Poisson Poisson v v
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[EENEIT] PEERREDT=OTADZXL (2)
 [BEMRT] . KPHRT) CEEDTLISEY T4 —
R

Portfolio rebalancing

Within-count Across-count
Panel A. Product upgrade trials and production system flexibility
Cumulative number of upgrade trials at f — 1 0.241 0.153
(0.083) (0.085)
Cumulative number of diversification trials at r — 1 0.022 0.012
(0.016) (0.024)
Dummy equal to 1 if university-educated engineer at f 0.190 —0.091
(0.152) (0.293)
Dummy equal to 1 if merchant board member at ¢ 0.084 0.154
(0.098) (0.170)
Dummy equal to 1 if high-end machine expansion during period f 0.184 0.258
(0.141) (0.122)
Dummy equal to 1 if low-end machine expansion during period ¢ 0.171 0.003
(0.127) (0.111)
Total output (thousands of tons, adjusted to 20-count) during period ¢ —0.033 —0.138
(0.035) (0.038)
Constant 0.447 1.122
(0.250) (0.310)
Observations 1.605 1,605
Semiannual time dummies and firm dummies Included Included
Number of firms 99 99

R? 0.085 0.068



Panel B. Porifolio rebalancing and growth

[EENFHIT] FOERREBEST AN XL ()
EEOD7L 72T 4 —EhERROER

In(output) at r + 1
minus In(output) at ¢

Change in the number of within-count portfolio rebalancing from fto t + 1 0.010
(0.004)
Change in the number of across-count portfolio rebalancing from f to t + 1 0.012
( 0 mdj
Dummy equal to 1 if university-educated engineer at f 0.103 0.103
(0.041) (0.041)
Dummy equal to 1 if merchant board member at ¢ 0.011 0.008
(0.026) (0.025)
Logged installed high-end spindles in f, minus logged 0.014 0.014
installed high-end spindles in r —1 (0.007) (0.007)
Logged installed low-end spindles in f, minus logged 0.001 0.001
installed low-end spindles in t — 1 (0.015) (0.015)
Logged total output at ¢ —0.208 —0.296
(0.048) (0.047)
Constant 2.409 2.400
(0.340) (0.335)
Observations 1.608 1.608
Semiannual time dummies and firm dummies Included Included
Number of firms 99 99
R 0.324 0.326

Notes: Fixed-effect panel estimations. Robust standard errors in parentheses.
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