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Abstract

This study examines the impact of foreign acquisitions 
on innovation activities in Finnish target firms using 
comprehensive linked employer-employee data from 
2010–2021. Unlike previous research that found neg-
ative effects on R&D expenditures and patenting, we 
measure innovation through the share of R&D person-
nel in total employment. Our main finding is that for-
eign acquisitions have a statistically insignificant and 
economically small impact on the share of R&D em-
ployees in target firms. Three years post-acquisition, 
the point estimate shows a 0.9 percentage point in-
crease in R&D employee share, and we can rule out in-
creases over 2 percentage points and decreases below 
0.09 percentage points. This null effect persists across 
different firm sizes and industries. Our results suggest 
that con-cerns about foreign acquisitions substantially 
reducing domestic R&D activity may be overstated, at 
least when measured by R&D employment.
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Miten ulkomaiset yrityskaupat vaikuttavat 
yritysten innovaatiotoimintaan?

Tässä tutkimuksessa tarkastellaan ulkomaisten yritys-
ostojen vaikutusta innovaatiotoimintaan suomalaisissa 
kohdeyrityksissä käyttäen yhdistettyä työnantaja-työn-
tekijäaineistoa vuosilta 2010–2021. Toisin kuin aiemmis-
sa tutkimuksissa, joissa ulkomaisten yritysostojen on 
havaittu vähentävän t&k-menoja ja patentointia, mit-
taamme innovaatiota t&k-henkilöstön osuudella ko-
konaistyöllisyydestä. Päähavaintomme on, että ulko-
maisilla yritysostoilla on tilastollisesti merkityksetön ja 
taloudellisesti pieni vaikutus kohdeyritysten t&k-henki-
löstön osuuteen. Piste-estimaatti t&k-henkilöstön osuu-
den muutokselle on +0,9 prosenttiyksikköä kolme vuot-
ta yritysoston jälkeen. Voimme myös sulkea pois yli 2 
prosenttiyksikön kasvun ja alle 0,09 prosenttiyksikön 
laskun. Tämä nollavaikutus nähdään myös erikokoisis-
sa yrityksissä ja toimialoilla. Tuloksemme viittaavat sii-
hen, että huoli siitä, että ulkomaiset yritysostot vähen-
täisivät merkittävästi kotimaista t&k-toimintaa, voi olla 
liioiteltua.
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as “lemons” mar-

turn, leads to an increase in the target’s R&D activity.

group’s structure and concentrates R&D activities to certain locations.

As a result, the target firm’s R&D activities might be transferred to other loca-
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ger diminishes merged entity’s innovation effort particularly in high research intensity industries.

share of R&D employees in a firm’s total employment. 
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border M&As on a target’s innovation ac-

suggest that the effects on acquirers are small, but the effect on targets’ R&D growth is significantly 

The result that the acquirer’s innovation activity increases after cross

on targets’ R&D intensity.
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Table 1 Descriptive statistics 
Variable Control 

group  
Targets 

R&D personnel, % 9.44 13.37 
No. of establishments 5.21 10.80 
Exporter, % 45.08 45.29 
Importer, % 59.66 61.62 
Turnover, millions of Euros 68.85 55.50 
Personnel 177.99 204.69 
Revised operating margin 3.72 2.88 
Net profit 1.90 0.98 
Equity ratio, % 38.17 34.16 
Debt-equity ratio, % 56.13 54.75 
Relative indebtedness , % 42.70 43.53 
N 32 171 3 937 
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Table 2 Distribution of the origin of foreign investors 

Country 
% of tar-

gets 
Sweden 25.2 % 
United Kingdom 11.0 % 
United States 8.6 % 
Netherlands 6.8 % 
Germany 6.4 % 
Denmark 5.1 % 
Norway 5.1 % 
Switzerland 4.8 % 
Japan 4.3 % 
Luxembourg 3.7 % 
France 3.4 % 
Other countries 15.5 % 
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the share of R&D employees in a firm’s total employment. 
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2111 Physicists and astronomers 
2112 Meteorologists 
2113 Chemists 
2114 Geologists and geophysicists 
2120 Mathematicians, actuaries and statisticians 
2131 Biologists, botanists, zoologists and related professionals 
2132 Farming, forestry and fisheries advisers 
2133 Environmental protection professionals 
2141 Industrial and production engineers 
2142 Civil engineers 
2143 Environmental engineers 
2144 Mechanical engineers 
2145 Chemical engineers 
2146 Mining engineers, metallurgists and related professionals 
2149 Engineering professionals not elsewhere classified 
2151 Electrical engineers 
2152 Electronics engineers 
2153 Telecommunications engineers 
2161 Building architects 
2162 Landscape architects 
2163 Product and garment designers 
2164 Town and traffic planners 
2165 Cartographers and surveyors 
2166 Graphic and multimedia designers 
2421 Management and organization analysts 
2422 Policy administration professionals 
2423 Personnel and careers professionals 
2424 Training and staff development professionals 
2511 Systems analysts 
2512 Software developers 
2513 Web and multimedia developers 
2519 Software and applications developers and analysts not elsewhere classified 
2521 Database designers and administrators 
2529 Database and network professionals not elsewhere classified 
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2631 Economists 
2632 Sociologists, anthropologists and related professionals 

Industry share 
B Mining and quarrying 0.1 % 
C Manufacturing 32.9 % 
D Electricity,  gas, steam and air conditioning supply 0.1 % 
E Water supply; sewerage, waste management and remediation activities 0.5 % 
F Construction 4.3 % 
G Wholesale and retail trade; repair of motor vehicles and motorcycles 17.2 % 
H Transportation and storage 5.1 % 
I Accommodation and food service activities 1.8 % 
J Information and communication 12.1 % 
L Real estate activities 1.9 % 
M Professional, scientific and technical activities 12.8 % 
N Administrative and support service activities 5.8 % 
Q Human health and social work activities 4.7 % 
R Arts, entertainment and recreation 0.3 % 
S Other service activities 0.4 % 

No. of employees % of targets 
20-49 27.2 % 
50-99 27.7 % 
100-249 27.5 % 
250-499 10.4 % 
500- 7.3 % 



20

ETLA Working Papers | No 122

Year Number of acquisi-
tions by foreign com-

panies 

Share, 
% 

2010 288 7.3 % 
2011 301 7.6 % 
2012 317 8.1 % 
2013 323 8.2 % 
2014 339 8.6 % 
2015 345 8.8 % 
2016 352 8.9 % 
2017 351 8.9 % 
2018 345 8.8 % 
2019 336 8.5 % 
2020 328 8.3 % 
2021 312 7.9 % 
TOTAL 3937  

Estimation of treatment effects: Event-study effects

Estimate SE LB CI UB CI N Switchers

Effect t+1 0.534 0.423 -0.295 1.364 30 475 392

Effect t+2 0.503 0.425 -0.329 1.335 26 780 330

Effect t+3 0.981 0.545 -0.087 2.049 23 318 287

    Testing the parallel trends and no anticipation assumptions

Estimate SE LB CI UB CI N Switchers

Placebo t-1 0.447 0.308 -0.156 1.051 26 779 339

Placebo t-2 0.889 0.519 -0.129 1.907 20 041 249

Placebo t-3 -0.414 0.775 -1.932 1.105 14 098 173

Test of joint nullity of the placebos: p-value = 0.184
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Panel A. Firms employing ≤250 employees

Estimation of treatment effects: Event-study effects 

Estimate SE LB CI UB CI N Switchers

Effect t+1 0.645 0.553 -0.439 1.728 23 912 291

Effect t+2 0.594 0.538 -0.461 1.649 20 936 246

Effect t+3 1.239 0.676 -0.085 2.563 18 162 214

    Testing the parallel trends and no anticipation assumptions

Estimate SE LB CI UB CI N Switchers

Placebo t-1 0.407 0.391 -0.359 1.172 20 922 249

Placebo t-2 0.732 0.602 -0.448 1.911 15 526 179

Placebo t-3 -0.754 0.897 -2.512 1.004 11 141 128

Test of joint nullity of the placebos: p-value = 0.406

Panel b. Firms employing>250 employees

Estimation of treatment effects: Event-study effects 

Estimate SE LB CI UB CI N Switchers

Effect t+1 0.134 0.424 -0.697 0.966 5 609 101

Effect t+2 0.092 0.565 -1.014 1.199 4 918 84

Effect t+3 0.049 0.818 -1.555 1.653 4 261 73

    Testing the parallel trends and no anticipation assumptions

Estimate SE LB CI UB CI N Switchers

Placebo t-1 0.646 0.413 -0.163 1.454 5 108 90

Placebo t-2 1.367 0.978 -0.549 3.283 3 982 70

Placebo t-3 0.705 1.538 -2.309 3.719 2 624 45

Test of joint nullity of the placebos: p-value = 0.29 
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Panel A. Manufacturing

Estimation of treatment effects: Event-study effects for Manufacturing

Estimate SE LB CI UB CI N Switchers

Effect t+1 -0.290 0.319 -0.916 0.336 12 464 129

Effect t+2 -0.317 0.442 -1.184 0.549 10 792 110

Effect t+3 -0.589 0.572 -1.711 0.533 9 408 99

    Testing the parallel trends and no anticipation assumptions

Estimate SE LB CI UB CI N Switchers

Placebo t-1 0.136 0.343 -0.536 0.807 10 998 117

Placebo t-2 0.425 0.404 -0.366 1.217 8 078 93

Placebo t-3 -1.189 0.586 -2.338 -0.040 5 637 64

Test of joint nullity of the placebos: p-value = .04493766

Panel B. Other Industries

Estimation of treatment effects: Event-study effects

Estimate SE LB CI UB CI N Switchers

Effect t+1 -0.118 0.342 -0.788 0.553 16 506 216

Effect t+2 -0.426 0.360 -1.133 0.280 14 474 179

Effect t+3 0.050 0.595 -1.117 1.216 12 272 155

    Testing the parallel trends and no anticipation assumptions

Estimate SE LB CI UB CI N Switchers

Placebo t-1 0.563 0.317 -0.059 1.185 14 475 185

Placebo t-2 0.047 0.582 -1.094 1.188 10 786 133

Placebo t-3 0.682 0.974 -1.227 2.592 7 549 92

Test of joint nullity of the placebos: p-value = 0.217

Panel C. ICT Industries
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Estimation of treatment effects: Event-study effects 

Estimate SE LB CI UB CI N Switchers

Effect t+1 -0.621 2.221 -4.975 3.732 943 47

Effect t+2 -1.387 2.369 -6.031 3.256 736 41

Effect t+3 0.403 2.326 -4.155 4.962 546 33

    Testing the parallel trends and no anticipation assumptions

Estimate SE LB CI UB CI N Switchers

Placebo t-1 2.435 1.939 -1.366 6.237 717 37

Placebo t-2 5.857 2.776 0.415 11.299 372 23

Placebo t-3 5.334 3.550 -1.624 12.291 276 17

Test of joint nullity of the placebos: p-value = 0.156
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