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Figure 2 plots the time series of quarterly aggregate profit margin and total capacity utilization from 1967 to 2008. The aggregate profit margin 
(PM) is measured by the ratio of aggregate pre-tax income over aggregate sales for all the firms in the Compustat North America sample. The 
quarterly total capacity utilization is from Federal Reserve Statistical Release,  available at 
http://www.federalreserve.gov/releases/G17/Current/default.htm 

 

 

http://www.federalreserve.gov/releases/G17/Current/default.htm�


20 
 

 

Table 1 
Industry Definition and NAICS codes 

 
 Industry  NAICS 
 Oil and gas extraction  211 
 Mining (except oil and gas)    212 
 Support activities for mining   213 
 Electric power generation, transmission and distribution 2211 

 Natural gas distribution   2222 
 Food    311 
 Beverage and tobacco product   312 
 Textile mills   313 
 Textile product mills   314 
 Apparel    315 
 Leather and allied product   316 
 Wood product    321 
 Paper    322 
 Printing and related support activities   323 
 Petroleum and coal products   324 
 Chemical    325 
 Plastics and rubber products   326 
 Nonmetallic mineral product   327 
 Primary metal    331 
 Fabricated metal product   332 
 Machinery   333 
 Computer and electronic product  334 
 Electrical equipment, appliance, and component   335 
 Transportation equipment  336 
 Furniture and related product   337 
 Miscellaneous    339 

The industry capacity utilization data and classification codes in this table are obtained from Federal 
Reserve Statistical Release at http://www.federalreserve.gov/releases/G17/g17caputl.txt 
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Table 2  
Descriptive Statistics 

 
This table presents the descriptive statistics of key variables. The sample includes 44,958 firm-year 
observations from 1977 to 2008. PMt is the profit margin, defined as Pretax Income/Sales in year t for 
each firm;  SALEG1t is the last year's sales growth, defined as SALESt-1 /SALESt-2; SALEG2t is the 
compounded last two years’ sales growth, defined as SALESt-1 /SALESt-2* SALESt-2/SALESt-3; SALEG3t 
is the compounded sales growth in last three years, defined as SALESt-1 /SALESt-2* SALESt-2/SALESt-

3*SALESt-3 /SALESt-4; SALEG4t is the compounded sales growth in last four years, defined as SALESt-

1/SALESt-2*SALESt-2/SALESt-3*SALESt-3/SALESt-4*SALESt-4/SALESt-5; CAPGt is the growth in capital 
expenditure in year t, defined as CAPXt/CAPXt-1; TCUt is the average total capacity utilization for the 
industry in year t. 
 
 Mean Median Std Minimum Maximum 
PM t 0.058 0.068 0.118 -3.245 0.273 
SALEG1 t 1.087 1.070 0.176 0.631 2.149 
SALEG2 t 1.207 1.156 0.318 0.420 4.219 
SALEG3 t 1.347 1.251 0.484 0.301 7.160 
SALEG4 t 1.522 1.364 0.711 0.232 13.801 
CAPG t 1.183 1.068 0.603 0.214 4.417 
TCU t 80.19% 80.74% 7.02% 37.41% 97.84% 
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Table 3 
Profit Margin and Capacity Constraint 

 
This table reports the pooled regressions of profit margin on capacity constraint. The sample includes 
44,958 firm-year observations from 1977 to 2008. PMt is the profit margin, defined as Pretax 
Income/Sales in year t for each firm;  SALEG1t is the last year's sales growth, defined as SALESt-1 
/SALESt-2; SALEG2t is the compounded last two years’ sales growth, defined as SALESt-1 /SALESt-2* 
SALESt-2/SALESt-3; SALEG3t is the compounded sales growth in last three years, defined as SALESt-1 
/SALESt-2* SALESt-2/SALESt-3*SALESt-3 /SALESt-4; SALEG4t is the compounded sales growth in last 
four years, defined as SALESt-1/SALESt-2*SALESt-2/SALESt-3*SALESt-3/SALESt-4*SALESt-4/SALESt-5; 
CAPGt is the growth in capital expenditure in year t, defined as CAPXt/CAPXt-1; TCUt is the average total 
capacity utilization for the industry in year t. t-statistic reported in parenthesis is the robust standard error 
with the year fixed effect and clustered standard error by firm. 
 
 Dependent Variable: PMt 
INTERCEPT -0.092 -0.082 -0.046 -0.074 
 (-2.09) (-2.92) -(2.05) (-1.92) 
PMt-1 0.654 0.657 0.657 0.657 
 (29.98) (29.97) (30.10) (30.30) 
CAPXG t-1 -0.007 -0.006 -0.006 -0.006 
 (-6.86) (-6.05) (-6.08) (-6.02) 
TCUt-1 0.144 0.144 0.098 0.087 
 (2.62) (4.09) (3.46) (3.64) 
SALEG1t  0.072    
 (1.81)    
SALEG1t*TCUt-1 -0.087    
 (-1.75)    
SALEG2t  0.057   
  (2.45)   
SALEG2t*TCUt-1   -0.079   
  (-2.76)   
SALEG3t   0.023  
   (1.41)  
SALEG3t*TCUt-1   -0.036  
   (-1.75)  
SALEG4t    0.015 
    (1.18) 
SALEG4t*TCUt-1    -0.024 
    (-1.61) 

_ADJRSQ_ 0.397 0.397 0.397 0.398 
 

 Dependent Variable: GPMt 
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