Bank Consolidation and Soft Information Acquisition in
Small Business Lending

Yoshiaki Ogura Hirofumi Uchida
Institute of Economic Research Faculty of Economics
Hitotsubashi University Wakayama University
2-1 Naka, Kunitachi, 930 Sakaedani, Wakayama
Tokyo 186-8603, Japan Wakayama 640-8510, Japan
ogura@ier.hit-u.ac.jp uchida@eco.wakayama-u.ac.jp
ABSTRACT

We empirically examine the impact of bank consolidation on bankers’ acquisition of soft
information about borrowers. Using a dataset of small businesses, we found that bank mergers
have a negative impact on soft information acquisition by small banks while those by large banks
that have less interest in acquiring soft information irrespective of mergers have no impact.
Detailed analyses of the post-merger organizational restructuring show that the measures of an
increase in organizational complexity have a negative and significant impact on soft information
acquisition by small banks, while the measures of cost-cut do not have any significant impact on
soft information acquisition.  This result implies that the increase in organizational complexity by
bank mergers hindered soft information acquisition, which is consistent with Stein’s prediction
[2002, J. Fin.] on the comparative advantage of simple and flat organizations in acquiring and

processing soft information.
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