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This study empirically examines the impact of mergers and acquisitions on
the companies’ ex post innovation activities using Japanese firm level data. There are two
conflicting hypotheses regarding the impact of a firm"s market power on its innovation activities:
the replacement effect and the rent dissipation effect. This study tries to identify whether M&A
promotes or impedes R&D and innovation activities ex post, and whether such effects vary by type of
M&A. A difference-in-differences analysis reveals that M&A reduces firms innovation activities,
supporting the replacement effect.
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