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Abstract: This study analyses the financing role of minority equity purchases on innovation
activities of US target firms. We provide evidence of increased innovation following minority
acquisitions accompanied by cash flows to small, young, most financially constrained target
firms that have relatively small patent portfolios prior to acquisition. The effect is not present in
the case of minority acquisitions without cash transfers to target firms, or in the case of pre-
acquisition relatively large patent portfolio firms, which are less likely to face financia
constraints. We also find that R&D expenditures increase following minority acquisitions with
cash transfers to target firms. The results are robust to accounting for endogeneity in estimation
using matching techniques. Comparable firms, who are targets of announced but failed minority
acquisitions, experience no change in their innovation activity. Several sensitivity checks
confirm the validity of our results.

JEL: G34
Keywords. acquisitions, finance, innovation



ISIf)rticles el Y 20 6La5 s 3l OISl ¥
Olpl (pawasd DYl gz 5o Ve 00 Az 5 ddes 36kl Ol ¥/
auass daz 3 Gl Gy V

Wi Ol3a 9 £aoge o I rals 9oy T 55 g OISl V/

s ,a Jol domieo ¥ O, 55l 0lsel v/

ol guae sla oLl Al b ,mml csls p oKl V7

N s ls 5l e i (560 sglils V7

Sl 5,:K8) Kiadigh o Sl (5300 0,00 b 25 ol Sleiiy ¥/


https://isiarticles.com/article/84986

