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Mo4va4on	
  
•  Recent	
  surge	
  of	
  FDI	
  ouPlows	
  

from	
  emerging	
  countries	
  taking	
  
the	
  form	
  of	
  cross-­‐border	
  
acquisi/ons	
  (CBAs);	
  

•  Examples	
  are:	
  Tata	
  which	
  
acquired	
  Corus	
  Steel,	
  Tetley	
  Tea	
  
and	
  Jaguar	
  Land	
  Rover;	
  Geely	
  
which	
  has	
  bought	
  Volvo;	
  	
  
Mahindra	
  bought	
  Pininfarina;	
  
ChemChina	
  acquired	
  Pirelli	
  and	
  
Syngenta;	
  	
  

•  How	
  do	
  these	
  acquisi4ons	
  
affect	
  the	
  innova4on	
  capacity	
  
of	
  the	
  acquiring	
  emerging	
  
market	
  mul4na4onal	
  
enterprises	
  (EMNEs)?	
  



Aim	
  of	
  the	
  study	
  
•  Do	
  EMNEs	
  benefit	
  –	
  in	
  terms	
  of	
  their	
  innova/ve	
  
output	
  –	
  from	
  their	
  acquisi/ons	
  in	
  advanced	
  
economies?	
  	
  

•  What	
  are	
  the	
  factors	
  modera/ng	
  this	
  impact?	
  
	
  
– Focus	
  on	
  the	
  acquisi/ons	
  of	
  EU28,	
  Japanese	
  and	
  US	
  
companies	
  (466	
  deals)	
  made	
  by	
  301	
  Chinese	
  and	
  Indian	
  
mul/na/onals	
  in	
  the	
  period	
  2003-­‐2011;	
  	
  

– Focus	
  on	
  post	
  acquisi/on	
  innova/on,	
  by	
  measuring	
  the	
  
patent	
  outputs	
  of	
  the	
  acquiring	
  EMNEs.	
  



Background	
  literature	
  on	
  CBAs	
  and	
  innova4on	
  
•  Mainly	
  focused	
  on	
  advanced	
  economies;	
  
•  Theory	
  and	
  evidence	
  point	
  at	
  both	
  posi/ve	
  and	
  nega/ve	
  impacts:	
  

Ø Posi/ve	
  impact:	
  complementarity	
  of	
  knowledge	
  (Makri	
  et	
  al,	
  SMJ	
  
2010)	
  and	
  economies	
  of	
  scale	
  and	
  scope	
  in	
  R&D	
  processes	
  
(Valen/ni,	
  SMJ	
  2012);	
  

Ø Nega/ve	
  impact:	
  costs	
  of	
  integra/on	
  and	
  reduced	
  mo/va/ons	
  of	
  
R&D	
  personnel	
  (Colombo	
  and	
  Rabbiosi,	
  RP	
  2014);	
  

•  Factors	
  playing	
  a	
  role	
  on	
  the	
  innova/ve	
  outcome	
  of	
  acquisi/ons:	
  	
  
Ø Absolute	
  (and	
  rela/ve)	
  knowledge	
  base	
  of	
  the	
  target	
  (Ahuja	
  and	
  
Ka/la,	
  2001;	
  Cloodt,	
  Hagedoorn,	
  and	
  Van	
  Kranenburg,	
  2006);	
  

Ø Ins/tu/onal	
  distance	
  between	
  the	
  target	
  and	
  the	
  acquirer	
  (Cloodt	
  
et	
  al,	
  2006;	
  	
  Björkman,	
  Stahl,	
  and	
  Vaara,	
  2007);	
  

Ø Past	
  investment	
  experience	
  of	
  the	
  acquirer.	
  

	
  
	
  



EMNEs	
  inves4ng	
  in	
  the	
  North	
  

•  Investments	
  in	
  the	
  ‘North’	
  for	
  “strategic	
  asset	
  seeking”	
  
mo/va/ons;	
  

•  Some	
  recent	
  studies	
  on	
  the	
  impact	
  of	
  FDI	
  on	
  EMNEs	
  
economic	
  performance	
  (Cozza,	
  Rabellom	
  &	
  Sanfilippo,	
  CER	
  
2015;	
  	
  Chen	
  and	
  Tang,	
  ADR	
  2014;	
  Edamura	
  et	
  al,	
  CER	
  2014	
  
and	
  with	
  a	
  focus	
  on	
  acquisi/ons	
  Buckley	
  et	
  al,	
  JWB	
  2014;	
  
Lebedev	
  et	
  al,	
  JWB	
  2015;	
  Nicholson	
  and	
  Salaber,	
  IBR	
  2013);	
  

•  Few	
  case	
  studies	
  inves/gate	
  the	
  impact	
  on	
  EMNEs	
  
innova/on	
  capacity	
  (Bonaglia	
  et	
  al,	
  JWB	
  2007;	
  Duysters	
  et	
  
al,	
  IIC	
  2009;	
  Awate	
  et	
  al,	
  GSJ	
  2012;	
  Hansen	
  et	
  al,	
  JEG	
  2014;	
  
Kedron	
  and	
  Bagchi-­‐Sen,	
  JEG	
  2012).	
  	
  



Our	
  hypotheses	
  (1)	
  
•  Liability	
  of	
  emergingness	
  (LOE)	
  (Madhok	
  &	
  Kayhani,	
  
2012;	
  Ramachandran	
  &	
  Pant,	
  2001)	
  and	
  social	
  status	
  
theory:	
  
–  The	
  more	
  innova/ve	
  acquired	
  firms	
  perceive	
  a	
  stronger	
  
distance	
  from	
  their	
  acquiring	
  companies	
  and	
  they	
  are	
  likely	
  
to	
  resist	
  more	
  to	
  EMNEs	
  sourcing	
  of	
  knowledge	
  
	
  Hypothesis	
  1:	
  All	
  else	
  constant,	
  the	
  more	
  innova6ve	
  the	
  
	
  acquired	
  firm,	
  the	
  less	
  innova6ve	
  the	
  	
  acquiring	
  EMNE	
  	
  a?er	
  
	
  the	
  deal.	
  	
  

–  In	
  the	
  more	
  innova/ve	
  regions	
  the	
  EMNEs	
  opportunity	
  to	
  tap	
  
into	
  the	
  local	
  knowledge	
  is	
  affected	
  by	
  a	
  possible	
  disrup/on	
  
of	
  the	
  pre-­‐exis/ng	
  networks	
  
Hypothesis	
  2:	
  All	
  else	
  constant,	
  the	
  more	
  innova6ve	
  the	
  target	
  region,	
  
the	
  less	
  innova6ve	
  the	
  acquiring	
  EMNE	
  a?er	
  the	
  deal.	
  	
  



Our	
  hypotheses	
  (2)	
  
•  EMNEs’	
  knowledge	
  base	
  prior	
  to	
  the	
  acquisi/on	
  acts	
  
as	
  a	
  modera/ng	
  factor:	
  a)	
  it	
  enhances	
  the	
  EMNE	
  
absorp/ve	
  capacity	
  of	
  local	
  knowledge	
  and	
  b)	
  it	
  
signals	
  about	
  EMNEs’	
  capabili/es,	
  contribu/ng	
  to	
  
reduce	
  LOE.	
  	
  

	
  
– Hypothesis	
  3:	
  All	
  else	
  constant,	
  the	
  rela6onship	
  between	
  
the	
  innova6veness	
  of	
  the	
  acquired	
  firm	
  and	
  the	
  post-­‐deal	
  
innova6on	
  output	
  of	
  the	
  acquiring	
  EMNE	
  is	
  posi6vely	
  
moderated	
  by	
  the	
  acquiring	
  EMNE’s	
  knowledge	
  base;	
  

	
  
– Hypothesis	
  4:	
  All	
  else	
  constant,	
  the	
  rela6onship	
  between	
  
the	
  innova6veness	
  of	
  the	
  target	
  region	
  and	
  the	
  post-­‐deal	
  
innova6on	
  output	
  of	
  the	
  acquiring	
  EMNE	
  is	
  posi6vely	
  
moderated	
  by	
  the	
  acquiring	
  EMNE’s	
  knowledge	
  base.	
  



Data	
  	
  
•  All	
  completed	
  majority	
  stake	
  cross-­‐border	
  
acquisi/ons	
  by	
  Indian	
  and	
  Chinese	
  MNEs	
  in	
  
EU27,	
  Japan	
  and	
  USA	
  from	
  2003	
  to	
  2011:	
  466	
  
deals;	
  

•  The	
  data	
  sources	
  are	
  Zephyr	
  and	
  SDC	
  Pla/num	
  
(28%	
  of	
  the	
  acquisi/ons	
  are	
  only	
  reported	
  in	
  
Zephyr	
  	
  and	
  31%	
  are	
  only	
  in	
  SDC	
  Pla/num);	
  	
  

•  Medium	
  and	
  high-­‐tech	
  sectors	
  (Ahuja	
  and	
  Ka/la,	
  
2001;	
  Cloodt,	
  Hagedoorn,	
  and	
  Van	
  Kranenburg,	
  
2006;	
  Valen/ni	
  and	
  Di	
  Guardo,	
  2012).	
  



Time	
  evolu4on	
  of	
  CBAs	
  



Sectoral	
  and	
  geographical	
  distribu4on	
  









Dependent	
  Variable	
  
•  EMNE_POST_INNOV:	
  #	
  of	
  INPADOC	
  (Interna/onal	
  
Patent	
  Documenta/on)	
  families	
  filed	
  by	
  the	
  
acquirers	
  at	
  any	
  patent	
  office	
  in	
  the	
  3	
  years	
  auer	
  
the	
  acquisi/on	
  (EPO-­‐PATSTAT	
  Database	
  and	
  ORBIS);	
  

•  INPADOC	
  families:	
  group	
  of	
  patents	
  covering	
  the	
  same	
  
inven/on	
  in	
  different	
  legisla/ons	
  with	
  the	
  same	
  priority	
  
dates;	
  
– Easier	
  to	
  compare	
  the	
  innova/ve	
  performance	
  of	
  firms	
  
of	
  different	
  na/onality;	
  

•  Robustness	
  check:	
  #	
  of	
  USPTO	
  patents.	
  



Main	
  independent	
  variables	
  
•  TARGET_FIRM_INNOV:	
  #	
  of	
  INPADOC	
  families	
  of	
  
the	
  target	
  company	
  filed	
  in	
  the	
  5	
  years	
  before	
  the	
  
acquisi4on	
  (HYPOTHESIS	
  1)	
  

•  TARGET_REGION_INNOV:	
  Log	
  of	
  the	
  cumulated	
  #	
  
of	
  PCT	
  patents	
  per	
  capita	
  in	
  the	
  region	
  (TL2)	
  where	
  
the	
  target	
  company	
  is	
  located	
  in	
  the	
  5	
  years	
  before	
  
the	
  acquisi4on	
  (HYPOTHESIS	
  2);	
  	
  

•  EMNE_KB:	
  #	
  of	
  INPADOC	
  families	
  of	
  the	
  acquired	
  
company	
  filed	
  in	
  the	
  5	
  years	
  before	
  the	
  acquisi4on	
  
augmented	
  with	
  the	
  number	
  of	
  their	
  cited	
  patents	
  
(HYPOTHESES	
  3	
  &	
  4).	
  

	
  



Control	
  variables	
  
•  FDI_	
  EXPERIENCE:	
  cumula/ve	
  #	
  of	
  majority	
  
acquisi/ons	
  and	
  greenfield	
  of	
  the	
  acquirer	
  before	
  the	
  
deal;	
  

•  HORIZONTAL_MA:	
  dummy	
  equal	
  to	
  1	
  when	
  the	
  
acquisi/on	
  is	
  horizontal	
  (both	
  the	
  target	
  and	
  the	
  
acquirer	
  belong	
  to	
  the	
  same	
  SIC	
  2	
  digit);	
  

•  INSTITUTIONAL_DIST:	
  indicator	
  of	
  cross-­‐country	
  
distance	
  (Berry,	
  Guillen,	
  and	
  Zhou,	
  2010);	
  	
  

•  SIZE:	
  dummy	
  equal	
  to	
  1	
  if	
  the	
  acquirer	
  is	
  classified	
  
“small”	
  or	
  “medium”	
  size	
  by	
  the	
  ORBIS	
  database;	
  

•  CHINA;	
  JP;	
  US	
  dummy	
  equal	
  to	
  1	
  if	
  the	
  acquirer	
  is	
  
Chinese,	
  Japanese	
  or	
  from	
  United	
  States;	
  

•  YEAR	
  DUMMY	
  and	
  macro-­‐sector	
  fixed	
  effects.	
  



Es4ma4on	
  method	
  
•  Poisson	
  Quasi	
  Maximum	
  Likelihood	
  es/ma/on	
  with	
  
industry	
  fixed	
  effects	
  at	
  NACE	
  1	
  digit;	
  

•  Robustness	
  checks:	
  	
  
§  Control	
  for	
  the	
  possibility	
  that	
  paten/ng	
  &	
  acquiring	
  
might	
  not	
  be	
  not	
  independent	
  (Valen/ni	
  and	
  Di	
  Guardo,	
  
2012)	
  	
  with	
  a	
  two-­‐stage	
  count	
  model	
  with	
  sample	
  
selec/on	
  adding	
  an	
  auxiliary	
  equa/on	
  controlling	
  for	
  the	
  
probability	
  to	
  undertake	
  an	
  interna/onal	
  acquisi/on	
  
(Bram	
  and	
  Miranda,	
  2011);	
  

§  Zero-­‐inflated	
  Poisson	
  regressions	
  due	
  to	
  the	
  high	
  
number	
  of	
  zeros	
  (Hu	
  and	
  Jefferson,	
  2009).	
  



Controls	
  	
   Full	
  Models	
   Full	
  Model	
  with	
  Interac4ons	
  
Models	
   (1)	
   (2)	
   (3)	
   (4)	
   (5)	
   (6)	
   (7)	
  
CHINA	
   1.8289***	
   1.8338***	
   1.8947***	
   1.9020***	
   2.2340***	
   2.2692***	
   2.3066***	
  

(0.1373)	
   (0.1439)	
   (0.1593)	
   (0.1652)	
   (0.6007)	
   (0.5849)	
   (0.6726)	
  
JP	
   -­‐1.1888**	
   -­‐0.9756*	
   -­‐1.1076**	
   -­‐0.8944*	
   -­‐0.4668	
   -­‐0.4301	
   -­‐0.4558	
  

(0.4124)	
   (0.4525)	
   (0.4248)	
   (0.4484)	
   (0.3598)	
   (0.4077)	
   (0.3917)	
  
US	
   -­‐0.0760	
   -­‐0.0810	
   0.0088	
   0.0095	
   0.1737	
   0.1179	
   0.1236	
  

(0.5765)	
   (0.5866)	
   (0.5961)	
   (0.6055)	
   (0.2143)	
   (0.2501)	
   (0.2272)	
  

FDI_EXPERIENCE	
   0.2571***	
   0.2520***	
   0.2567***	
   0.2513***	
   0.0528*	
   0.0732***	
   0.0734*	
  

(0.0301)	
   (0.0299)	
   (0.0363)	
   (0.0359)	
   (0.0249)	
   (0.0174)	
   (0.0298)	
  

INSTITUTIONAL_DIST	
   -­‐0.0466	
   -­‐0.0468	
   -­‐0.0457	
   -­‐0.0463	
   -­‐0.0245***	
   -­‐0.0273***	
   -­‐0.0196***	
  

(0.0297)	
   (0.0303)	
   (0.0358)	
   (0.0364)	
   (0.0021)	
   (0.0022)	
   (0.0024)	
  

HORIZONTAL_MA	
   0.9832	
   1.0080	
   0.6660	
   0.6884	
   0.8056*	
   0.8129*	
   0.8765**	
  

(0.5683)	
   (0.5778)	
   (0.5622)	
   (0.5697)	
   (0.3417)	
   (0.3506)	
   (0.3273)	
  
SIZE	
   -­‐3.0603***	
   -­‐3.0647***	
   -­‐3.0894***	
   -­‐3.0966***	
   -­‐3.1112***	
   -­‐3.0998***	
   -­‐3.0932***	
  

(0.8490)	
   (0.8546)	
   (0.8352)	
   (0.8412)	
   (0.8134)	
   (0.8218)	
   (0.8411)	
  

TARGET_FIRM_INNOV	
   -­‐0.0336***	
   -­‐0.0351***	
   -­‐0.0200***	
   -­‐0.0405***	
   -­‐0.0167***	
  

(0.0063)	
   (0.0087)	
   (0.0037)	
   (0.0058)	
   (0.0025)	
  

TARGET_REGION_INNOV	
   -­‐0.0421	
   -­‐0.0342	
   -­‐0.0160	
   -­‐0.0175	
   -­‐0.0822**	
  

(0.0322)	
   (0.0334)	
   (0.0367)	
   (0.0404)	
   (0.0305)	
  
EMNE_KB	
   0.0030***	
   0.0030***	
   -­‐0.0047	
  

(0.0003)	
   (0.0003)	
   (0.0027)	
  
EMNE_KB	
  *	
  

TARGET_FIRM_INNOV	
  
0.0002***	
  
(0.0001)	
  

EMNE_KB	
  *	
  
TARGET_REGION_INNOV	
  

0.0010**	
  
(0.0004)	
  

YEAR	
  DUMMY	
   YES	
   YES	
   YES	
   YES	
   YES	
   YES	
   YES	
  
OBSERVATIONS	
   442	
   442	
   428	
   428	
   428	
   428	
   428	
  

LOG	
  LIKELIHOOD	
   -­‐9.0e+03	
   -­‐9.0e+03	
   -­‐8.8e+03	
   -­‐8.8e+03	
   -­‐5.8e+03	
   -­‐5.7e+03	
   -­‐5.4e+03	
  



Hypothesis	
  3:	
  	
  
EMNE_KB*TARGET_FIRM_INNOV	
  

Hypothesis	
  4:	
  	
  
EMNE_KB*TARGET_REGION_INNOV	
  



Conclusions	
  
•  Acquisi/ons	
  are	
  not	
  a	
  quick	
  fix	
  for	
  EMNEs’	
  lack	
  of	
  
technological	
  capabili/es	
  at	
  home;	
  

•  LOE	
  does	
  impact	
  on	
  EMNEs’	
  capacity	
  to	
  fully	
  take	
  
advantage	
  of	
  the	
  knowledge	
  available	
  at	
  the	
  acquired	
  
companies	
  and	
  at	
  the	
  des/na/on	
  regions;	
  

•  There	
  is	
  heterogeneity	
  among	
  EMNES:	
  only	
  more	
  
innova/ve	
  EMNEs	
  are	
  able	
  to	
  take	
  advantage	
  of	
  their	
  
acquisi/ons	
  in	
  EU27,	
  Japan	
  and	
  US;	
  

•  Therefore,	
  acquisi/ons	
  need	
  to	
  be	
  at	
  the	
  same	
  /me	
  
knowledge	
  augmen/ng	
  (i.e.	
  adding	
  novel	
  technological	
  
skills	
  and	
  building	
  up	
  new	
  innova/ve	
  capabili/es)	
  as	
  
well	
  as	
  knowledge	
  exploi/ng	
  (i.e.	
  exploi/ng	
  and	
  
building	
  upon	
  exis/ng	
  knowledge).	
  	
  

	
  



Policy	
  implica4ons	
  

•  Emerging	
  countries	
  need	
  to	
  invest	
  in	
  building	
  up	
  
domes/c	
  innova/on	
  capabili/es	
  (not	
  only	
  
produc/on	
  capabili/es)	
  via	
  different	
  channels;	
  

•  Advanced	
  countries	
  should	
  try	
  to	
  minimize	
  the	
  
probability	
  of	
  predatory	
  behaviors	
  and	
  a|ract	
  
investors	
  interested	
  in	
  embedding	
  in	
  the	
  local	
  
contexts	
  where	
  their	
  acquired	
  companies	
  are	
  
located	
  (Giuliani	
  et	
  al,	
  2014).	
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