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1994 2000
33.4% 33.4%
/—\
13,731 13,536 ( 195) 13,486 13,250 236
(250,000)| (238,000) (12,200)| /(265,000)| (241,000) (23,700)
1994 2000 4,207
(34,044)
4,145 62
(31,900) (2,124)
1994 2000 3,962
(32,300)
3,889 73
(31,000) (1,221)
1994 2000 9,524 9,524
(216,000) (233,000)
9,330 9,330
(192,200) (205,700)
102 102
(6,785)
61 61
(13,800) (14,100)
31 31
(3,215) (4,300)
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Z3a. NEREREAREREDLLE

TF

0.0773 *** 2.7577 *** 0.0065 *** 1.4956 ***
(18.35) (4.00) (5.80) (9.79)
-0.0524 *** 8.5831 *** 0.0038 *** 0.6475 ***
(-21.29) (51.93) (20.53) (18.76)
Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes
Yes No No No No
93,880 70,332 93,880 93,880 93,880
0.0192 *** 12754 *** 16.2696 ***
(6.36) (18.52) (7.91)
0.0169 ***  0.047/511 *** 34736 *** . 31.9526 *** 0.0379 ***
(20.13) (12.79) (178.78) (-2.13) (73.06) (17.51)
Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes
No No No No No No
93,880 70,332 93,880 70,332 93,880 70,332
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N o ==
F5a. TFPLARNJLDREER
. TFP
0.0488 *** 0.0031 0.0031
(17.26) (0.96) (0.96)
334 0.0480 *** 0.0426 *** -0.0038 -0.0038
(11.73) : (-0.76) (-0.76)
0.0377 *** 0.0379 *** 0.0003 0.0003
(29.79) (29.89) (0.24) (0.24)
0.2067 *** 0.1518 *** 0.2107 *** 0.1556 *** -0.1208 *** -0.1208 *** -0.1207 *** -0.1207 ***
(7.02) (5.96) (7.07) (6.04) (-7.69) (-7.70) (-7.69) (-7.69)
-0.0007 *** -0.0008 *** -0.0007 *** -0.0007 *** 0.0004 **+ 0.0004 *** 0.0004 *** 0.0004 ***
(-9.43) (-10.45) (-9.30) (-10.34) (344) (344) (3.45) (3.45)
( 2 0.0000 *** 0.0000 *** 0.0000 *** 0.0000 *** 0.0000 ** 0.0000 ** 0.0000 ** 0.0000 **
(5.82) (6.37) (5.46) (6.04) (-211) (-2.11) (-212) (-212)
0.0087 *** 0.0064 *** 0.0083 *** 0.0060 *** -0.0030 -0.0030 -0.0030 -0.0030
(4.14) (3.14) (3.96) (2.96) (-158) (1.58) (-158) (-1.58)
0.1339 *x* 0.1282 *** 0.1330 *** 0.1273 *** 0.2418 *** 0.2418 *** 0.2417 *** 0.2417 ***
(66.71) (63.96) (66.45) (63.71) (35.21) (35.20) (35.20) (35.19)
( "2 -0.0056 *** -0.0053 *** -0.0055 *** -0.0053 *** -0.0073 #*** -0.0073 *** -0.0073 *** -0.0073 ***
(-51.26) (-49.00) (-50.86) (-48.62) (-18.20) (-18.20) (-18.19) (-18.19)
-0.7592 *** -0.7419 *** -0.7561 *** -0.7390 *** -15198 *** -15199 *** -15195 *** -15196 ***
(-80.81) (-79.25) (-80.65) (-79.10) (-50.53) (-50.53) (-50.52) (-50.52)
Yes Yes Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes Yes Yes
TESI— No No No No Yes Yes Yes Yes
93,880 93,880 93,880 93,880 93,880 93,880 93,880 93,880
- - - - 19,652 19,652 19,652 19,652
June 20, 2005 Kwon Fukao and Ito 10



%5c. TFPRIREDREER

. TFP
TFP -0.2817 *** -0.2792 *** -0.2825 *** -0.2800 *** -0.8325 *** -0.8324 *** -0.8325 *** -0.8324 ***
(-86.60) (-86.52) (-86.69) (-86.62) (-223.08) (-222.94) (-223.08) (-222.94)
B 0.0155 *** -0.0072 -0.0076
(4.56) (4.92) (-1.15) (-1.21)
334 0.0173 *** 0.0180 *** 0.0027 0.0026
(8.10) . (0.72) (0.70)
0.0074 *** 0.0073 *** 0.0021 0.0021
(7.58) (752 (1.30) (137)
0.0234 * 0.0224 * -0.1276 *** -0.1278 ***
(1.81) (1.74) (-1.37) (-7.38)
-0.0004 *** -0.0004 *** -0.0004 *** -0.0004 *** 0.0006 *** 0.0006 *** 0.0006 *** 0.0006 ***
(-7.24) (-6.89) (-7.24) (-6.83) (4.72) (4.72) (4.71) (4.72)
2 0.0000 *** 0.0000 *** 0.0000 *** 0.0000 *** 0.0000 *** 0.0000 *** 0.0000 *** 0.0000 ***
(4.57) (4.37) (4.69) (4.49) (-3.09) (-3.07) (-3.08) (-3.06)
-0.0006 -0.0002 -0.0005 -0.0001 -0.0076 *** -0.0079 *** -0.0076 *** -0.0079 ***
(-041) (-0.17) (-0.31) (-0.06) (-3.30) (-3.46) (-3.36) (-3.46)
0.0421 *** 0.0426 *** 0.0425 *** 0.0431 *** 0.2369 *** 0.2361 *** 0.2369 *** 0.2361 ***
(21.92) (28.34) (28.14) (28.57) (29.16) (29.06) (29.16) (29.05)
)2 -0.0017 *** -0.0017 *** -0.0017 *** -0.0018 *** -0.0063 *** -0.0063 *** -0.0063 *** -0.0063 ***
(-21.82) (-22.16) (-22.10) (-22.46) (-13.40) (-13.26) (-13.40) (-13.26)
-0.2250 *** -0.2263 *** -0.2268 *** -0.2282 *** -1.5209 *** -15192 *** -1.5209 *** -1.5192 ***
(-31.16) (-31.34) (-31.36) (-31.56) (-42.13) (-42.06) (-42.13) (-42.06)
Yes Yes Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes Yes Yes
No No No No No No No No
No No No No Yes Yes Yes Yes
70,332 70,332 70,332 70,332 70,332 70,332 70,332 70,332
- - - - 16,471 16,471 16,471 16,471
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6. ¥t H (out-in) EEA (in-in) M&A L

1994-1995
1995-1996
1996-1997
199/-1998
1998-1999
1999-2000
20002001

M&A

33.4

>
5
13
63
29
9
1/
143

12

14

11

10
6/

M&A

228
218
291
169
177
119
160
1,362
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*=7.

ED &5

TENE

INXF R ETLHD D ?

ME&A ( 334 ) ME&A ( M&A
/——7
In(TFP t-1 < 1.466 0.956 1.053 1930 1525 1542 )0.027 0129 0.195
~R3_*** | (247) ** (222) ** | (405) *** | (3.28) *** _W (-0.23) (1.05) (1.24)
, 1 ] -0.863 -0.172 -0.233
TFP  IN(TFPt-L-In(TFP)t-2 129 019 0%
In( -1 0.082 0.085 0.094 0.006 0.007 0.042 -0.064 -0.055 -0.047
(316) *** | (323) *** [ (320) *** [ (0.20) (0.23) (1.25) (-5.19) *** | (-442) *** | (-3.28) ***
( -1 1631 1576 1.250 1836 -0.065 -0.058
(229) ** (197) ** (143 (L74) * (-1.26) (-1.17)
( / -1 -0.038 -0.065 -0.013 0.005 0271 0.291
(-0.31) (-0.44) (-0.08) (0.03) 9.27) *** | (837) ***
-3.901 -3932 -4.457 -3.29 -3.336 -4.201 -1.680 -1.929 -2.046
(-16.19) *** | (-14.97) *** | (1322) *** | (1220) *** | (10.33) *** | (-952) *** |(-21.82) *** | (-2328) *** | (-21.22) ***
(30 ) Yes Yes Yes Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes Yes Yes Yes
78,167 78,165 58,333 67,242 67,240 49204 81,549 81,547 62,802
L og pseudo-likelihood -922.34 -918.15 -128.55 -485.76 -484.40 -339.65 -6834.39 -6802.75 -4905.44

June 20, 2005
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MEATIREED/NTA—IVRITHET HM?

8. 2 M&A
TFP CIN(TFP)t+1-In(TFP)t- i1 41 tt-1
1 t+1
M&A ( 334 0.011 -0.004 0.007
) (1.56) (-0.17) (1.34)
M&A ( -0.013
) (-0.44)
M&A 0.004 0.004 0.004 0.001 0.001
(1.78) * (175 * (0.56) (0.56) (0.54) (0.51)
In(TFP)t-1 -0.316 -0.316 0.148 0.148 0.071 0.071
(-60.79) *** (-60.78) *** (8.27) *** (8.27) *** (4.31) *** (4.31) ***
In( )n-1 0.007 0.007 -0.022 -0.022 -0.001 -0.001
(23.65) **=* (23.67) *** (-27.98) *** (-28.00) **=* (-3.35) **=* (-3.34) **=*
( n-1 -0.042 -0.042 0.111 0.111 -0.871 -0.871
(-2.30) ** (-2.30) ** (1.54) (1.54) (-10.67) *** (-10.67) ***
( n-1 0.216 0.216 0.089 0.089 0.140 0.140
(9.66) *** (9.67) *** (1.99) ** (1.99) ** (7.92) **=* (7.92) **=*
t-1 -0.003 -0.003 0.004 0.004 0.000 0.000
(-3.72) *** (-3.73) *** (2.36) ** (2.37) ** (-0.18) (-0.19)
( / -1 -0.002 -0.002 -0.015 -0.015 -0.038 -0.038
(-1.36) (-1.36) (-3.16) *** (-3.16) *** (-7.01) **=* (-7.01) **=*
( / -1 0.000 0.000
(6.44) *** (6.44) ***
-0.026 -0.026 0.127 0.127 0.061 0.061
(-9.36) **=* (-9.37) **=* (15.20) **=* (15.21) **=* (8.09) **=* (8.09) **=*
30 Yes Yes Yes
Yes Yes Yes
62,804 62,804 62,804

June 20, 2005
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Our Definition of M& As

» Basic Survey of Japanese Business Structure and Activities

1) We define out-in M& As as caseswhere afirm that did not have a parent
firm abroad with majority ownership at timet—1 comesto have aforeign
parent firm with majority ownership at timet.

2) The definition of in-in M& Asissimilar to the one of out-in M& As.

e RECOF database

Thisdatabase provides infor mation on publicly announced mergers and
acquisitions.

 TheKankel Kaisha database of Toyo Keizai

We define M& As as conducted within a group if, before the acquisition,
between 20 to 50% of the paid-in capital of the acquired firm was held by
arelated company.

We have 264 cases of out-in M& As, 3,205 cases of in-in M& Asinvolving
outsiders, and 663 cases of in-in within-group M & As.

June 20, 2005 Kwon Fukao and Ito 21



Table2: Number of Out-in and I n-in Acquisition Cases, by | ndustry (1995-2002)

Industry Out-in In-in (by outsiders) In-in (withingroup)  Number of Observations
Food 6 213 40 13,131
Textiles 1 96 23 6,494
Printing and publishing 3 73 4 6,554
Chemicals 41 93 56 7,616
Petroleum and coal products 2 5 5 448
Ceramics 4 59 26 4,668
Iron, sted and non-ferrous metals 6 80 35 5,925
Fabricated metal products 2 109 21 8,098
General machinery 23 172 41 13,123
Electrical and €ectronic equipment 26 243 64 16,349
Transport equipment 23 134 72 9,275
Precision instruments 9 42 5 2,894
Other manufacturing 14 247 58 15,766
Wholesale 91 862 139 53,353
Retall 13 777 74 28,785
Total 264 3,205 663 192,479

June 20, 2005 Kwon Fukao and Ito 22



Table4 What Frmsare Chosan as Acuistion Targets? Prdoit Andlys's

Depadat vaidide Inin Acuistios Qu-in Acouistios
@ 2 C) @ ©) ©
Whdesape Manufaduring Rdalmhdede Whdesnde Manfaduring Rdalhdede

Codfidat zvdue Codfidat zvdue Codfidat zvdue Codfidat zvdue Codfidat zvdue Codfidat zvdue
Labor Proddtivity(t-1) | 0018 127 000 114 002 051 0210 766 *** 0127 270 *** 0406 874 ¥+ |
ROA(t-1) 026 290* 0160 211 * 030 29 | 0137 234 ** 0083 136 0261 189 *
logBEp)(t-2) 0023 271 ** 0000 0oL 0045 38&% ¥ 0114 470 ** 0156 546 ** 006 14
loypetetsand regdraiastl)(t-1) 0047 083 S 01071 R 0157] 0167 146 03 247 05O 3R 018 063
A1) 0007 -137/** 0006 -8&%* 0008 -1066**| -0011 -68** 000 4&** 0013 A48 ***
WeggEp)(t-2) 0023 545 ¥+ 005 415 #0022 363 ¥ 00456 872 ¥ 004 5@ ** 008 6.03 ***
R&D intergity(t-1) 010 145 012 14 0151 053 0281 391 ¥+ 0180 26L ** 0578 0%
Bqat inadty(t-1) Q3L 2 ¥ 0236 1B * 040 220 * 0612 424 = (0813 48 *** 0119 oA
Codat -l70  -2187 ¥ 1671 -1 7/3 Yt 1980 -1486 Y| 7990 -840 Mt 7948 1955 v 402 1139
Oxs 171373 eile 72181 136249 7857 5142
PR 00227 0019 00226 01223 0162 0152

June 20, 2005
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Table 5. Dynamic Effects of Domestic and Foreign Acquisitions. Effects Three Years L ater

Whole sample

Variable ) &) 3)

Labor pgr%(iljt:c(;[tll\illlttyy((t:i;Labor Change of Rt?é: fromt-1to log(Emp)(t+2)-log(Emp) (t-1)

Coefficient  t-value Coefficient  t-value Coefficient  t-value
Out-in 0.161 3.84 *** 0.030 436 *** -0.043 -1.64
In-in -0.027 -2.36 ** -0.001 -0.55 0.014 2.28 **
Labor productivity(t-1) -0.440 -75.01 *** 0.009 12.80 *** 0.041 21.54 ***
log(Emp)(t-1) 0.042 25.29 **x -0.001 -3.88 ** -0.031  -35.04 ***
ROA(t-1) -0.030 -1.49 -0.916 -40.35 *** 0.115 3.66 ***
(Wage/Emp)(t-1) 0.045 21.32 *** -0.001 -6.93 *** -0.001 -0.87
(Tangible fixed assets Emp)(t-1) 0.004 .78 **x 0.000 22,32 ** 0.000 1.58
(Total liabilities/Total assets)(t-1) 0.005 0.92 -0.015 -4.69 *** -0.036 -10.31 ***
R&D intensity(t-1) 0.648 10.36 *** 0.009 1.41 0.103 4.42 ***
Export intensity(t-1) 0.143 6.45 *** 0.012 4.95 *** -0.045 QT4 Fx*
Constant 0.636 28.72 *** 0.039 8.42 *** 0.079 8.55 ***
Obs. 110400 110392 110400
R-squared 0.2371 0.6833 0.0612

June 20, 2005
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Table5 Dynanic Effedtsd Daregicand Fareign Acguistions EffedsThreeYearsLae

Menufaduring Retalmbhdesde

Vaicie @ ©] ©® @ ® 9

Lan;;c;jﬁl\\nntg((t:gm Oﬁmgethigfrant-lto | E M E(ED) mzﬂxﬂt&%m Gﬂmd%frmt-lto | Ep) 2N g E(LD)

Codfidat  tvdue Codfidat  tvdue Codfidat  tvdue Oodfidat  tvdue Oodfidat  tvdue Codfidat  tvdue
Qu-in 0113 260 *** 0019 2850 ** -0040 -115 024 257 *** 0045 371 *** -008 -147
IrHin -0080 2 -00® 084 00m™ 119 0001 007 -0001 017 0020 18 *
Labor pradudtivity(t-1) 0471 6063 *** 00 831 *** 0027 1271 *** 0309 4160 *** 0011 Q29 *** 0070 17.33 ***
logB)(t-1) 0046 1973 *** -0001 =372 003  -BHA *** 006 1663 *** 0.000 097 008  -1678 ***
ROA(t-2) 0016 0% 098 -2407 *** 0131 257 *** -0083 -322 *** 090  -AR *** 002 230 **
WeggEm)(t-1) 0049 1618 *** -0001 4 F** 0000 060 00% 1243 *** -0001 413 *** 002 -160 *
(TagHefixedasddEp(t-l) | 0006 623 ** 0000 44l ** | 0000 467 %% | 002 = 994 000 014 0000 317 **
(Tad lictlitesTotd et ()| 0014 201 ** 006 1% 08 71| ool 1% 008 7B | QL 744
R&Dintendty(t-1) 0508 7.83 *** 003 046 0104 404 *** 1081 88 *x* 006 317 *x* 0089 1277
Bat intendty(t-1) 0102 385 *x* 0015 493 *** -003 026 0264 6.62 *** 0008 18 * 010 -7.85 ***
Condant 0638 B0 *** (01077 684 *** 0157 1575 *** 0521 208 *** 0038 742 *** 0100 496 ***
Cxs 64772 4763 eA772 45528 45624 45528
Rpadd 0267 07047 00602 0.1696 06561 00539
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Table 6: Dynamic Effects of Domestic Acquisitions (Within Group and by Outsiders) and Acquisitions by Foreigners. Effects Three Years L ater

Variable @ &) (©)
Labor gﬁjﬂ\cgjg ig-Labor Change of ROA: fromt-1 to t+2 log(Emp)(t+2)-log(Emp)(t-1)
Coefficient  t-value Coefficient  t-value Coefficient  t-value
Out-in 0.161 3.84 *** 0.030 4,38 *** -0.042 -1.64
In-in (within group) -0.040 -1.84 * -0.008 -2.53 ** 0.008 0.50
In-in (by outsiders) -0.024 -1.86 * 0.000 -0.04 0.016 2.30 **
Labor productivity(t-1) -0.440 -75.91 *** 0.009 12.81 *** 0.041 21.54 ***
log(Emp)(t-1) 0.042 25.29 *** -0.001 -3.87 *** -0.031 -35.04 ***
ROA(t-1) -0.030 -1.49 -0.916 -40.35 *** 0.115 3.66 ***
(Wage/Emp)(t-1) 0.045 21.32 **x* -0.001 -6.93 *** -0.001 -0.87
(Tangible fixed assets/Emp)(t-1) 0.004 9.78 *** 0.000 -2.31 ** 0.000 159
(Total liabilities/Total assets)(t-1) 0.005 0.92 -0.015 -4.69 *** -0.036 -10.31 ***
R&D intensity(t-1) 0.648 10.36 *** 0.009 141 0.103 4.42 ***
Export intensity(t-1) 0.143 6.46 *** 0.012 4.96 *** -0.045 -4.73 ***
Constant 0.622 28.01 *** 0.043 8.72 *** 0.119 12.76 ***
Obs. 110400 110392 110400
R-squared 0.2371 0.6833 0.0612
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