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Abstract:

Well-established corporations relied more and nwre@pen innovation approach such as
the corporate venture capital in order to identigw business opportunities outside their
boundaries. The pursuit of new business opporesiiis an important source of value
creation and competitive advantages in terms ohrnelogy and market. The main

objectives of using such approach are strategic @nd at complementing in-house

research and development, developing synergy wisttieg business units, enabling new
value creation from collaborations with emergingntuee-backed companies and
facilitating corporate changes, future growth amgamsion on emerging markets. We
identified four main CVC investment focus and sigas: focus on (1) exploring new

technologies vs. (2) exploiting existing technoésgor on (3) exploring new markets vs.
(4) developing existing markets. We additionallyalgme the factors that may influence

the choice of the above-mentioned CVC investmeriigs@and strategies.
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1. Introduction

Well-established corporations relied more and noor@pen innovation approach such
as the corporate venture capital in order to ifigmew business opportunities outside their
boundaries. The pursuit of new business opporemis an important source of value creation
and competitive advantages in terms of technologyraarket. The underlying objectives of
using such approach are strategic and aim at congpiéng in-house research and
development, developing synergy with existing besgunits, enabling new value creation
from collaborations with emerging venture-backednpanies and facilitating corporate
changes and future growth.

In this paper, we used a quantitative method iriota analyze and shed more light on
the question: What drive large corporations’ CV@gram to invest in new ventures that are
operating in their own business sectors and i then current markets?

The first part of this paper summarizes the mainefies from CVC activities that
have been published in the recent academic literafthe second part of this paper uses a
sample of well-established CVC investments andysealthe CVC investment orientations in
terms of technology and market. In the third paet éscuss the factors that influence the
CVC investment focus and strategies. We find oat the performance (e.g. the ROA or the
revenue change), the level of diversification, te@ure or the CEO may significantly
influence the focus of the CVC investments. Tho8CGnvestments may be focus on (1)
exploring new technologies vs. (2) exploiting exigttechnologies or on (3) exploring new
markets vs. (4) developing existing markets.

2. Literature Review

Corporate venture capital investments have beeogréred as a powerful tool to
explore and exploit new innovative and growth opaties outside own corporate
boundaries, as a means to boost future revenue g&snmand Lerner, 2000; Birkinshaw,
1997; Block and MacMillan, 1993; Hill, et al.,, 2009any large corporations set up a
corporate venture capital (CVC) program and invas¢xternal entrepreneurial ventures in
order to source innovative ideas, to have a windomemerging technologies and to save
R&D costs and time as well (Alvarez and Barney, Z0Dushnitsky, 2006; Hill and
Birkinshaw, 2008; Hill et al., 2009; Zahra, 1996udbnitsky and Lavie, 2010). For well-
established corporations, the pursuit of new bssir@portunities is an important source of
value creation and competitive advantages in tesmgechnology and market. The main
objectives of using CVC investments approach araegic and aim at complementing in-
house research and development, developing symneithyexisting business units, enabling
new value creation from collaborations with emeggiwenture-backed companies and
facilitating corporate changes and future growtlel{tdann, 2001; Gompers, 2002; Bannock
Consulting, 1999; Hill, et al., 2009).

2.1 Thereasons why cor porationsinvest in cor por ate ventur e capital

In the recent scientific literature, we identify dwmain categories of strategic
benefits/objectives: the leveraging benefits amdaption building benefits.

Well-established corporations engage in CVC aatisiin order tdeverage existing
technologies, platforms and complementary resources by stimulating and securing the
demand for their current technologies and prod@otsshnitsky and Lenox, 2005a, 2005b,
2006; Chesbrough, 2002; Riyanto and Schwienba0@§; Kann, 2000; Maula, 2007). CVC
investments give to parent companies an opportuaisupport the internal and external use
of their patents (Chesbrough, 2002; McKinsey & A®98) and to facilitate the adoption of
their technology (Chesbrough, 2002; Kann, 2000; &aR007). Investing in high promising
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new ventures, particularly those which develop cementary products and services, helps
corporation to leverage its own complementary reseiby adding new products to existing
distribution channels (Skyes, 1990; Maula, 2007) by enabling the use of excess plant
space, time and people (Silver, 1993).

Additionally to the leveraging objectives, the CVE&ctivities enable parent
corporations tdouild new options since they allow the investing companies to exgplkand
exploit new technologies and markets in order tocgrate and respond faster to market
changes. CVC activities may facilitate the corperdiversification activities and expansion
on markets different from those in which the cogtimn currently operates (Sykes, 1986;
Kann, 2000; Keil, 2000; Chesbrough, 2002). Invegsim corporate venture capital program
may help corporation in identifying, screening assessing potential acquisition targets and
to develop new business relationships (Siegel.etLl8B8; Sykes, 1990; Maula, 2007). CVC
provides a window on new technologies, markets,in@ss models and practices to
corporations (Dushnitsky and Lenox, 2006; Keil, @00aula 2007; Siegel et al., 1988;
Sykes, 1990).

This study aims at exploring the factors that ieflae the CVC investment focus and
strategies. We identify four main investment foousstrategies of CVC programs (see table
1).

Market exploration vs. market reinforcement strategies
(Investmentsin startups located in own market geographic areas vs. in other
new geographic areas)
83
P E? < - Focus on own existing technologies - Focus on own existing technologies
> © E (same business sectors) (same business sectors)
s B o . - Focus on own current markets - Focus on new markets (e.g. emerging
SEcC®
T 5 = 5 markets)
Sg° g
Qo ¢
d5 2
[}
> 2 g
ST % % - Focus on new or complementary - Focus on new or complementary
Q % *g a technologies (other new or complementaryechnologies (other new or
50 € business sectors) complementary business sectors)
° - Focus on own current markets - Focus on new markets (e.g. emergin
E o F t ket F ket g ging
< > markets)
8 =

Table 1: Mapping the corporate ventur e capital investments: CVC investment
strategiesin terms of technologies and markets

3. Resear ch Hypotheses

In Section 2, we presented various studies examithie strategic motives of large
corporations for setting up CVC programs and inmgsin new promising start-ups. In this
section, we identify different factors that maylugince the investment focus and strategies of
CVC programs and we present several hypothesewilhae tested in the next sections.

The recent CVC literatures have shown that sevacabrs at corporate, new venture
or business environment levels may motivate paterporations to set up a CVC program
and to develop a technology or a market diverdificaor reinforcement strategies for their
CVC investments. Firms often engage in corporatérepreneurship to strengthen
performance and secure further growth through bttitegic renewal and the creation of new
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business opportunities (Guth and Ginsberg, 199@pkin and Lichtenstein, 2005). The need
to engage in CVC activities increase much morehaspairent corporation product portfolio

matures and the corporate performance turns dovetagnates. This may also motivates the
choice of the CVC investment focus and strategies.

Our initial hypotheses are related to the need awparations to strengthen their
performance and boost further growth through t8&IC investment activities.

Hypothesis 1aThe revenue change of the corporation is positivelated to the
likelihood of CVC investments in the same busisessor.

Hypothesis 1bThe return on assets of the corporation is podiivelated to the
likelihood of CVC investments in the same busisestor.

Hypothesis 1cThe revenue change of the corporation is positivelpted to the
likelihood of CVC investments in new venture logdatethe same market geographic
areas.

Hypothesis 1dThe return on assets of the corporation is podiivelated to the
likelihood of CVC investments in new venture logatethe same market geographic
areas.

Additionally to the financial performances of there@nt corporation, the availability of
financial resources may also motivate the choicthefCVC investment focus and strategies.
Previous studies (Fazzari and Athey, 1987; FazBathbard, and Petersen, 1988) have shown
that corporate investments in general and intaandlexternal R&D expenditures in particular
(e.g. CVC can be viewed as an external R&D invests)eare highly sensitive to corporate
cash flows (i.e. to the availability of internalnfids). Schroth and Szalay (2010) study how
firm’s financing constraints affect its decision garsue innovations and particularly how it
affects the patenting race. They identify that wative success depends on how much more
cash the firm has relative to its rivals. FurtherepdSouder and Shaver (2010) examine the
conditions under which firms make long horizon istveents (i.e., investments that take a
long period of time to pay off). Capital availabylis a function of performance and provides
an organization with slack, and high performersabke to use slack search to foster future
growth through the development of new businessead& and Shaver, 2010). Souder and
Shaver (2010) find a positive and significant effetrelative operating cash flow on long-
horizon investments. For incumbent firms, CVC irtmesnts due to its strategic orientation
may be viewed as long-horizon investments and neagdnsitive to the firm’s cash flow
variation. Additionally, Dushnitsky and Lenox (2@)%have investigated the linkage between
the corporate change in cash flow and the CVC imests. They indicated a positive
relationship between firm CVC investments and finbernal cash flow.

Hypothesis 2aA corporation with significant financial internalesources is more
likely to invest through its CVC program in the sabusiness sector.

Hypothesis 2bA corporation with significant financial internalesources is more
likely to invest through its CVC program in new tega located in the same market
geographic areas.

In addition to the above mentioned factors at cafmlevel that influence corporate
venture capital activities, other factors being tivanentioning are the level of diversification
and the stability of the management which mighiuierice the CVC choices setting. The top
management commitment and its stability may have impact on CVC programs
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(Chesbrough, 2002). In particular, investment dens may be influenced by CEO tenure
(e.g., Hambrick and Fukutomi, 1991).

Hypothesis 3aThe level of diversification of the corporationniegatively related to
the likelihood of CVC investments in the same lessisector.

Hypothesis 3bThe level of diversification of the corporationgsesitively related to
the likelihood of CVC investments in the same maykegraphic areas.

Hypothesis 4a:The CEO tenure is positively related to the liketid of CVC
investments in the same business sector.

Hypothesis 4b:The CEO tenure is positively related to the liketd of CVC
investments in the same market geographic areas.

4. Data and Variables

In this study, we focus particularly our analysmstbe 2008 Fortune Global 500 list of
companies. We use the membership directories oEYHeA, the NVCA and other local VC
associations of the same year (2008) to identifgtivr the Global Fortune 500 Companies
have set up a CVC unit or not. For those Globatufa 500 companies not members of these
VC associations, we further take into account tbeparations that are listed as parent
companies in the VentureXpert database and those @2als’ dates are not earlier than 2006.
We identify in the VentureXpert database the CV@esiments and deals of the companies
that have set up a CVC program. We classify pacamporations’ and new ventures’
economic activities according to the Industry Classtion Benchmark (ICB) used by the
Dow Jones and the FTSE Indexes. Multi-business eomep have been classified in the
industrial sector that represents the greatesmwelaf their revenues. Finally, we include in
all our specifications dummies for the major indystiassification to account for differences
in opportunities across industries. In order toldwur independent variables, we gather
additional data at corporate- and industry- andhtigtlevels from several sources (Fortune
Magazine, Datastream, Compustat, Damodaran, EtrodBasinessweek, Business
World/INSEAD, Global Entrepreneurship Monitor, etlatabases). The Table 2 describes all
dependant and independent variables we use.

(Insert table. 2)

Since our dependent variables are dummy variab@gC"' investment in same
business sector” (dummy = 1 if the CVC investstie same business sector) and “CVC
investment in the same market geographic areasghifdu = 1 if the CVC invests in the
market geographic areas), we use in all analysebitPregressions as the method of
estimation.

5. Preliminary results and analysis
In this section we use the above-mentioned dasamkprobit regressions as method of
estimation to investigate what drive large corpores’ CVC program to invest in new

ventures that are operating in their own businestoss and in their own current markets.

The table 3 presents the statistic summary of amnpée.



(Insert table. 3

The table 4 presents the statistic summary of ampde that shows a mapping of the
CVC investment strategies in terms of technologies$ markets.

(Insert table. ¥

The table 5 provides the pair-wise correlation galu
(Insert table. »

The table 6 summarizes the results of the differegtessions we ran. It presents
particularly the determinants of CVC investmentth& same business sector.

(Insert table. &

The table 7 summarizes the results of additiongdessions (7) and (8) and presents
particularly the determinants of CVC investmentthie same current markets.

(Insert table. ¥

In our first regression, we control the new venmedustry and geography. Since the
industry and geography variables are dummies, wethes ICT (Computer related) industry
and firms located in Europe as based groups. Tieetedf the energy (renewable/sustainable
energy), telecommunication and VC funds sectorgositive and significant at 1%, which
means as compared to the ICT sector; those newresnin these industries will be more
likely to invest in the same business line, givee bther variables being constant. For
instance in the sustainable energy sector and cauga the ICT industry, we will witness
approximately 85% more that corporations and nemtures have the same line of business.
On the other hand, the investments of corporationsew ventures in industrial goods &
services and in consumer goods industries seeardettother business lines as a strategy to
explore other business opportunities and to extdredr diversification activities. The
estimation results do not indicate the geographitgact of new ventures” regions on the
CVC investment in same business sector. The camffie of geography variables are
statistically insignificant. According to the comate financial variables we find a positive
relation and significance at 1% for the revenuengleathe return on assets and the number of
employees. This provides strong support for theollygsis 1a and 1b and means that the
corporate revenue change and return on assetemeBupositively the likelihood of CVC
investments in same business sector.

In our second regression, we take into account ttial assets of the parent
corporation. The previous results related to theemee change, the return on assets, the
industries and the countries remain the same. \Wé¢he&seconomic size (log of total assets) of
the parent corporation. We found that it has atp@sand significant effect (at 1%) on the
likelihood of CVC investments in same business @mecbut the effect is marginally
decreasing when we include the square of corporgitieconomic size (total assets). Larger
firms will invest more in the same business sedtowever, as they move up their expansion
scale, the focus strategy does not produce pragitexpected and they start to consider the
diversification through investing in another busisesector (diversification strategy). This
regression provides strong support for the impaeeaof the assets (hypothesis 1b) in the CVC
investment focus and strategies.



In the third regression, we include as well as ocmafe, industry/country and new
venture factors. We test particularly the effecttié corporate diversification level, the
corporate financial resources, the managerial l#tgkthe geography of the corporation, the
industry technology potential and opportunities dimdlly the degree of innovation and
entrepreneurial activities at country levels. Tksults concerning the economic size (total
assets) remain robust. The corporate diversifinatevel is significant at 1% and has a
negative effect on the likelihood of CVC investneent same business sector. That means
well-diversified corporations (hypothesis 3a) thave sufficient total assets, high number of
skilled employees, stable management and operateninnnovative environment or an
industry with high technology potential will prodgtinvest much more in its own/current
business sectors. Surprisingly, they will not invesnew venture located in environment
where the entrepreneurial activities are well dewet and where the business opportunities
are high in the same sector; may be because they waavoid helping potential future
competitors. We could not find any support for hyyasis 2a related to the availability of
financial internal resources. The results relatetthis variable are not significant.

In the regressions (4), we leave aside the ROA tlamdndustries of the new ventures.
The previous results related to the total asset, ¢brporate diversification level, the
management stability, the industry technology ptaérthe industry opportunity growth, the
innovative environment remain significant and cetesit.

In the regressions (5) and (6), we leave asideRO&, and we include all factors
related to the new ventures (industries, developnséage, and geography). The revenue
change becomes a determinant of CVC investmentieinsame business sector as in the
previous regressions (1) and (2). Moreover the ipusv results remain consistent and
additionally we found out that taking in accounegh variables and in comparison to the
investments in the early stage, CVCs will avoidesing during the expansion/growth and
the later stage or the other stages of the newukentBut as we argue in the hypothesis 1c,
CVCs are interested in the emerging market andsinmethe same business in other countries
such as China, South America and other Asia (makeansion strategy). We find a support
for hypotheses 1c, 1d, 3b, 4a, and 4b (see regresgr) and (8)). We do not find a support
for the hypothesis 2b.

6. Concluding Remarks

In this paper, we review motives and the benefitS€¥C investments and we identify
the factors that influence the CVC investment foand strategies. We focus our attention on
the 2008 Fortune Global 500 list of companies anel specifically target the CVC
investments and deals of the companies that haveise& CVC program. We study the
business characteristics of those large corpomgtitineir business environment and the
characteristics of the start-ups they have investe®Ve use multiple probit regressions to
identify the determinants of CVC investments in #ane business sector and in the same
markets.

We found out that the revenue change, the returassets, industries with significant
and high industrial R&D intensity (high technologgtential), environments with a higher
level of innovativeness and new ventures locatedenmerging countries are positively
influencing the decision of CVC investments in g@ne business sector and in the same
market. In contrast, a high level of diversificatiof the corporation, environments with a
higher level of entrepreneurial activity, are négdy influencing the decision of CVC
investments in the same business sector but aigvpbsinfluencing the decision of CVC
investments in the same markets. We could not dirstdipport for whether internal financial
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resources are determinant for CVC investments énstime business sector or in the same
markets, the results shown by this variable aresigptificant but the coefficients are positive.

To conclude we could say that large corporationgsth much more in innovative
entrepreneurial ventures and particularly thosecwliiusinesses are complementary to their
core business. Thus, they invest mostly for stratemtives and explore proactively newness
or complementary resources in order to build add#l competitive capabilities or facilitate a
strategic repositioning. They avoid investing intguaial future competitors. Moreover, the
more the parent corporation is diversified the kasslikelihood that it will invest in its own
sector. Most CVC programs invest in portfolio comiga operating in industry with high
technology potential or in portfolio companies l@chin innovative or emerging countries.
This paper stresses on what drives companies tops€VC programs and to target specific
new ventures.

As managerial implications, this study highlighit® importance or several factors at
corporate, new venture, industrial and country [ev&hese factors may serve as indicators
for the assessment of firms or industry performaasecontrol lever for the identifications of
capabilities needs. The results may help managedetelop an efficient strategy for their
CVC investments, to add more value and enable @resirategic benefits from their
investment portfolios.
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TABLE 2: Definition of Variables

Variable

Definition

Same business sector (Dummy)

same market geographic areas (Dummy)

Corporate Revenue

Corporate Revenue change
Corporate Assets

Corporate ROA

Corporate Financial Resources
Corporate Nbr. Employees

Corporate Diversification level
Corporate CEO Tenure

Corp. North America (Dummy)
Corp. Europe (Dummy)

Corp. Other Countries (Dummy)

Corporate industry (Dummies)

R&D Industry Index

Industry Market-to-Book Ratio

Global Innovation Index

TEA

Early-Stage Investments (% GDP)

Later-Stage Investments (% GDP)

G 20 membership (Dummy)

New venture North America (Dummy)

New venture Europe (Dummy)

New venture Other Countries (Dummy)

New venture industry (Dummies)

New venture Development stage
(Dummies)

Dummy = 1 if the @W@sts in the same business sector
Dummy zheifCVC invests in the same business sector
Annual revenue of the corparaititUSD million for the fiscal year ended Dec, 2007

Revenue change of theration, measured at the fiscal year ended De @I/

Total asset value (in accountihge) of the corporation, in USD 1000 billion the fiscal year
ended Dec. 31, 2007; this variable measures tleeofithe corporation

"Return On Assets" of the corporatas measured by the ratio of net income ovel astets for
the fiscal year ended Dec. 31, 2007
Ratio of Net Opmgafiash Flows over total assets (Source: Datasfr@ampustat)

Number of employeeshangands for the fiscal year ended Dec. 31, 2007

Number of businéses that participate to the revenue of the ctapon

Number of years that the G&©already in place at the time of the analysisiK&e:
Businessweek database)

Dummy = 1 if the corgtion's headquarters is located in North Ameri¢8A and Canada)
Dummy = 1 if the corporatonéadquarters is located in Europe

Dummy = 1 if thepmmation's headquarters is located Asia-Pacificiarahy other country than
those specified above

Dummy = 1 if the agdion is active in a specific industry sector; wee a dummy variable for
each of the following industries: Automobiles &rsa Basic materials; Chemicals; Computer
related industries (hardware, software, office poénts); Consumer goods; Consumer services &
retail; Electronics, electrical components & equént Financials (banks, insurance & real estate);
Health care equipment & services; Heavy constracfiduilding materials; Industrial engineering
& farm machinery; Industrial transportation; Oilgas; Pharmaceuticals & biotechnology;
Telecommunications; Utilities

R&D investment expressed agrentage of net sales for each industry (Sou@@s EU
Industrial R&D Investment Scoreboard database)

Value to book ratlmgindustry group for 2006 (Source: Damodarants dite)

Value of the "Global Inrtion Index" (as constructed by Business World/IIBIE of the country
where the corporation's headquarters is located

Value of the 2008 "Early-Stage Entrepreneufietivity” index (as constructed by the Global
Entrepreneurship Monitor) of the country wheredbeporation's headquarters is located

Venture capitdyedage investments by country, as a percenth@b® (Source: Eurostat,
2009)

Venture capitphagion-stage and replacement investments by goastia percentage of GDP
(Source: Eurostat, 2009)

Dummy = 1 if the corpana8 headquarters is located in a G 20 country
Dummy = 1 if thew venture is located in North America (USA arah@da)

Dummy = 1 if the neamture is located in Europe

Dummy = hé hew venture is located Asia-Pacific and in amgocountry than those specified
above

Dummy = 1 if thevneenture is active in a specific industry sectee; use a dummy variable for
each of the following industries: Energy, Chenscahd materials; Industrial Eng. good & servic
Technology (Computer related industries, hardwsoéiyware, office equipments, semiconductors);
Consumer goods; Financials (funds); Health cararfRaceuticals, biotechnology, equipment &
services); Telecommunications

Dummy = 1 if the new venture is in a specific depenent stage; we use a dummy variable for
each of the following stages (Early Stage; Expanaiad Growth; Later Stage and others)
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TABLE 3: Summary Statistics

Variables are defined in Table 1.

Full Sample
Variable Observations Mean Standard Deviation Mimm Maximum
Same business sector (Dummy) 2699 0.139 0.346 0 1
Corp. Revenue 2699 73910.43 58749.91 17037.4 210783
Corp. Revenue change 2699 20.148 22.949 -9.9 88.6
Corp. ROA 2699 4.986 6.558 -10 17
Corp. Assets 2699 228845.6 304729.7 12879.1 1124788
Corp. Financial Resource 2597 0.093 0.066 -0.071 228).
Corp. Nbr. Employees 2699 140808.2 107319.4 9626 00GO®
Ln (Nbr. Employees) 2699 11.507 0.917 9.1722 12.873
Corp. Diversification level 2681 2.123 1.106 1 7
Corporate CEO Tenure 2528 6.276 4.485 1 32
Corp. Europe (Dummy) 2699 0.256 0.436 0 1
Corp. North America (Dummy) 2699 0.579 0.494 0 1
Corp. Other Countries (Dummy) 2699 0.165 0.371 0 1
R&D Industry Index 2699 3.391 4.195 0.38 15.15
Industry Market-to-Book Ratio 2551 3.686 2.534 1.49 8.36
Global Innovation Index 2699 5.277 0.647 3.38 5.8
TEA 2699 7.379 2.683 3.2 9.6
G 20 membership (Dummy) 2699 0.983 0.128 0 1
Early-Stage Investments (% GDP) 2253 0.029 0.007 0110. 0.055
Later-Stage Investments (% GDP) 2253 0.109 0.051 0350. 0.31
NV North America (Dummy) 2699 0.874 0.332 0 1
Nv Other Countries (Dummy) 2699 0.027 0.162 0 1
NV Europe (Dummy) 2699 0.098 0.298 0 1
NV.Energy ind 2699 0.036 0.183 0 1
NV.Ind Goods & services 2699 0.017 0.131 0 1
NV. Consumer goods 2699 0.025 0.156 0 1
NV. Telecom 2699 0.165 0.371 0 1
VC Funds 2699 0.001 0.101 0 1
NV. Telecom ICT & Computer
related Ind. P 2699 0.583 0.493 0 1
NV. Health care Ind. 2699 0.157 0.364 0 1
NV. Early stage (Dummy) 2699 0.218 0.413 0 1
NV. Expansion and Growth Stage 2699 0.449 0.497 0 1
(Dummy)
NV. Later Stage (Dummy) 2699 0.246 0.431 0 1
NV. Other Stages (Dummy) 2699 0.087 0.282 0 1




TABLE 4: descriptive Statistics

Market exploration strategies

New market Same market Total
c Other industrial
o 959 1366 2325
§ sectors
s 8
© & | same industrial
P © 113 261 374
©S § | sector
o
C
e
E Total 1072 1627 2699
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TABLE 5: Correlation Matrix

TABLE 5: Correlation Matrix

Variables are defined in Table 1. Values shown are pairwise correlations

Variable () &) ® Q) ®) ©) Q) ®) ©) (10) (€] 12
(1) Same business sector (Dummy) 1.0000

(2) Corporate Revenue 0.1068* 1.0000

(3) Corporate Revenue change 0.1413* -0.0312 1.0000

(4) Corporate Assets -0.1264* 0.5074* -0.2347* 00

(5) Corporate ROA 0.0793* 0.0273 -0.1320* -0.1884* 1.0000

(6) Corporate Financial Resources 0.1246* 0.0953* .1041* -0.3739* 0.7145* 1.0000

(7) Corporate Nbr. Employees 0.1026* 0.7473* 0.2431 0.5054* -0.2051* 0.0072 1.0000

(8) Corporate Diversification level -0.1179* 0.2568  0.0094 0.0700* -0.2448* -0.0025 0.2933* 1.0000

(9) Corporate CEO Tenure -0.1649* -0.0246 -0.1509* -0.0198 0.1048* 0.2175* -0.1025* 0.2898* 1.0000

(10) Corp. North America (Dummy) 0.0704* 0.4653*  1885* 0.1679* 0.3623* 0.4451* 0.3750* 0.4110* 0.230 1.0000

(11) Corp. Europe (Dummy) 0.0305 -0.2614* -0.0367 0.2763* -0.3409* -0.1054* -0.0977* -0.0910* -0.2059 -0.6874* 1.0000

(12) Corp. Other Countries (Dummy) -0.1294* -0.3115 -0.1676* 0.1014* -0.0812* -0.4615* -0.3838* -083* -0.1358* -0.5219* -0.2607* 1.0000
(13) R&D Industry Index 0.0498* -0.2585* -0.0248  .3@33* 0.5138* 0.6545* -0.2176* -0.1249* 0.1307*  2613* -0.0505* -0.2481*
(14) Industry Market-to-Book Ratio -0.1597* -0.5048 0.1261* -0.4672* 0.0049 0.2229* -0.4807* 0.0779* 0.5479* -0.0895* 0.2465* -0.2051*
(15) Global Innovation Index 0.0941* 0.4834* 0.1236 0.1535* 0.4240* 0.4928* 0.4096* 0.3487* 0.2126*  .9@79* -0.5632* -0.5985*
(16) TEA 0.0795* 0.4546* 0.1027* 0.1636* 0.4615* 0.5194* 666+ 0.3487* 0.2552* 0.9709*  -0.7059**  -0.4616*
(17) G 20 membership (Dummy) -0.1320* 0.0828* -0P0  0.0601* 0.0959* -0.0080 0.0092 -0.0196 9 08955 0.1527* -0.1094* -0.0745*
(18) Early-Stage Investments (% GDP) -0.0032 0.3224 0.0142 0.2673* 0.5005* 0.3917* 0.1980* 0.1641*  1085* 0.8587* -0.8587* *
(19) Later-Stage Investments (% GDP) -0.0885* 09r09 -0.0241 0.0985* 0.4715* 0.4253* 0.0224 -0.0066 0.0433 0.3817* -0.3817* *
(20)NV Europe (Dummy) -0.0062 -0.0002 -0.1146* Pe* -0.0308 0.0918* 0.0294 -0.0458 -0.0592* -0852 0.2433* -0.0831*
(21) NV North America (Dummy) 0.0036 0.0345 0.1248* 0.0878* 0.0317 -0.0581* 0.0149 0.0626* 0.0558* 671* -0.1973* 0.0096
22) Nv Other Countries (Dummy) -0.0008 -0.0753* 0427 -0.0100 -0.0087 -0.0522* -0.0891* -0.0456 68D -0.0660*  -0.0401 5 0.1349*
(23) NV.Energy ind 0.1025* 0.1858* -0.0667* 0.0215 0.0895* 0.0634* -0.0090 0.0530* 0.0648* 0.0624* 0438 -0.0316
(24) NV.Ind Goods & services -0.0288 -0.0008 -0037 0.0489 -0.0161 -0.0190 0.0308 0.0211 0.1114* @01 -0.0326 0.0247
(25) NV. Consumer goods -0.0502* 0.1391* 0.0171  1303* -0.0222 -0.0407 0.1708* 0.0643* 0.0474 0.0878 -0.0826* -0.0197
(26) NV. Telecom 0.2316* -0.0140 0.1352* -0.0255  .1ZB4* -0.0292 0.0418 0.0382 -0.0320 -0.0410 0.8526 -0.0073
(27) VC Funds 0.0542* -0.0019 0.0034 -0.0204 0.0080 0.0075 -0.0004 0.0118 0.0215 -0.0238 0.0238 0.0037
(28) NV. Telecom ICT & Computer related Ind. -0708 -0.0082 -0.0164 -0.0057 -0.0933* -0.0414 0.0179 0.0464 0.0885* -0.0251 0.0441 -0.0184
(29) NV. Health care Ind. -0.1734* -0.1255* -0.@88  -0.0425 0.2266* 0.0817* -0.1450* -0.1650* -0.185  0.0162 -0.0482 0.0350
(30) NV. Early stage (Dummy) -0.0064 0.0258 -0©13 -0.0150 -0.0234 0.0182 0.0278 0.0310 0.0155 €00 0.0528* -0.0608*
(31) NV. Expansion and Growth Stage (Dummy) 0.0737* -0.0220 -0.0250 -0.0295 0.0111 0.0085 -0.0434 -0.0443 -0.0455 -0.0412 0.0280 0.0218
(32) NV. Later Stage (Dummy) -0.0277 -0.0609* W6  -0.0214 * 0.0247 -0.0345 -0.0967 -0.0215 409 0.0033 -0.0375 0.0396
(33) NV. Other Stages (Dummy) -0.0782" 0.0942* 0.0923* 0.1067* -0.0230 0.0111 0.1837* ®P6 0.1252* 0.0690* -0.0695* -0.0100
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Variable (13) (14) (15) (16) (17) (18) (19) (20) (21) (22) 23} (24)
(13) R&D Industry Index 1.0000

(14) Industry Market-to-Book Ratio 0.4374* 1.0000

(15) Global Innovation Index 0.2539* -0.1454* 1.000

(16) TEA 0.2631* -0.1578 0.8936* 1.0000

(17) G 20 membership (Dummy) -0.0367 0.030 0.2816* 0.0570* 1.0000

(18) Early-Stage Investments (% GDP) 0.2777* -04219 0.8264* 0.8968* -0.0393 1.0000

(19) Later-Stage Investments (% GDP) 0.5166* -07015 0.3466* 0.4694* 0.0126 0.6267* 1.0000

(20)NV Europe (Dummy) -0.0111 -0.0368 -0.0701* HB3* 0.0138 -0.2490* -0.2223* 1.0000

(21) NV North America (Dummy) 0.0130 0.0274 0.0956* 0.1692* -0.0146 0.2311* 0.2075* -0.8691* 1.0000

22) Nv Other Countries (Dummy) -0.0077 0.016 -0870 -0.0686* 0.0039 0.0008 -0.0007 -0.0550* -0.4392* 1.0000

(23) NV.Energy ind -0.0620* -0.0691* 0.0691* 0.0832 0.0250 0.0448 0.0035 0.0173 -0.0055 -0.0197 10000

(24) NV.Ind Goods & services -0.0055 -0.0129 0.0162 0.0087 0.0173 0.0206 -0.0101 -0.0154 -0.0348 @100 -0.0256 1.0000
(25) NV. Consumer goods -0.0655* -0.0874* 0.0834* 0.0848* 0.0208 0.0819* 0.0321 -0.0366 0.0032 0.6615 -0.0306 -0.0212
(26) NV. Telecom -0.0936* 0.0132 -0.0627* -0.0480 0.0433 -0.0989* -0.0961* 0.0476 -0.0295 -0.0250 0884* -0.0592*
(27) VC Funds -0.0129 -0.0095 -0.0060 -0.0250 3013 -0.0350 -0.0499 0.0277 -0.0493 0.0506* -0.0197 .0186
(28) NV. Telecom ICT & Computer related Ind. -0888 0.0773* -0.0329 -0.0415 -0.0162 -0.1027* -0.206  0.0087 -0.0062 -0.0073 -0.2272* -0.1575*
(29) NV. Health care Ind. 0.2819* -0.0373 0.0426 .04a9 0.0563* 0.1680* 0.3830* * -0.0538* 0.0630 0282 -0.0830* -0.0576*
(30) NV. Early stage (Dummy) -0.0027 0.0170 0.0024 -0.0017 -0.0084 -0.0452 -0.0064 * 0.0732* -0978 0.0171 0.0343 -0.0291
(31) NV. Expansion and Growth Stage (Dummy) 0.0022 0.0177 -0.0340 -0.0421 0.0069 -0.0296 -0.0158 @075 -0.0684* 0.0057 -0.0687* -0.0461
(32) NV. Later Stage (Dummy) 0.0076 00022 0009 0005 00263 00291  -0.0034  -0.1424*  0.1575* 0582* 00063  -0.0235
(33) NV. Other Stages (Dummy) -0.0116 -0.0599* 709" 0.0776* 0.0402 0.0751* 0.0422 -0.0224 -0.0055 0.0538* 0.0613* 0.1598*
Variable (25) (26) (27) (28) (29) (30) (31) (32) (33)

(25) NV. Consumer goods 1.0000

(26) NV. Telecom -0.0710* 1.0000

(27) VC Funds -0.0163 -0.0456 1.0000

(28) NV. Telecom ICT & Computer related Ind. -0818 -0.5263* -0.1211* 1.0000

(29) NV. Health care Ind. -0.0690* -0.1923* -0.344 -0.5114* 1.0000

(30) NV. Early stage (Dummy) 0.0196 -0.0052 -0®36 -0.0017 0.0059 1.0000

(31) NV. Expansion and Growth Stage (Dummy) -0.0482 0.0359 -0.0556* 0.1009* -0.0791* -0.4761* 1.0000

(32) NV. Later Stage (Dummy) -0.0470 0.0234 -0:58 -0.0101 0.0361 -0.3018* -0.5158* 1.0000

(33) NV. Other Stages (Dummy) 0.1281* -0.0914* P ()yad -0.1601* 0.0758* -0.1630* -0.2786* -0.1766* 0000
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TABLE 6;: REGRESSIONS: Deter minants of CVC investmentsin the same business sector

The dependent variable in all the Probit regressisfiSame business sector (Dummy)", a dummy viariedpual to one if the corporation or financiatitugion has invested in the same
core business. The method of estimation is theiPregression. For the interpretation, we reposffioient and standard errors. Significance leveisfor 1%, ** for 5%, and * for

10%.

Variables Full sample
(1) (2 (3) 4) (5) (6)
Revenue chande 0.006*** 0.008*** 0.004 0.004 0.010*** 0.008**
9 (0.001) (0.001) (0.003) (0.003) (0.003) (0.004)
0.052*** 0.029***
ROA (0.006) (0.005)
Ln (assets) 2.987*** 15.438*+* 14.212%+* 15.154%** 14.782%+*
(0.687) (1.780) (1.695) (18.39) (2.031)
Ln (asse® -0.132%** -0.669*** -0.613*** -0657*** -0.646***
(0.029) (0.074) (0.069) (0.076) (0.083)
Corp. Financial Resources 2659 2.038 0.154 2435
: (2.603) (2.038) (1.987) (3.113)
In (Nbr. employees) 0.393*** -0.278* 0.244* 0.113 0.271
- émploy (0.045) (0.146) (0.146) (01.6) (0.179)
- *kk - )%k o *kk - )%k
Corporate Diversification level (2'09?27) (2'07?;’7) (269228) (2692?18)
0.188*** 0.153*** 0.217*** 0.221***
CEO Tenure (0.037) (0.034) (0.034) (0.041)
Corp. North America (3(,)4?613)
Corp. Other Countries (ggéé)
0.194*** 0.120*** 0.215*** 0.216***
R&D Industry Index (0.025) (0.226) (0.025) (0.216)
. -0.967*** -0.742%** -1.015%** -1.067***
Industry Market-to-Book Ratio (0.144) (00134) (0.137) (0.157)
Global Innovation Index 3.190™ 2.272m 3.757m 3.992m
(1.363) (0.640) (0.511) (0.776)
TEA -0.492 -0.182 -0454 *x* -0.472*%**
(0.446) (0.131) (0.094) (0.157)
G 20 membership -6.751*** -4.507*** -7.377*%% -7.674%*
(0.863) (1.09) (0.786) (1.268)
Later-Stage Investments (% GDP) ('22 524 f) ('20 2635?)
NV North America 0.104 0.103 0.224 0.162 0.302 0.378**
(0.113) (0.112) (0.187) (0.164) (0.189) (0.197)
NV. Other Countries 0.478 0.177 1.120%** 0.380 1.430%** 1.043**
: (0.226) (0.222) (0.375) (0.445) (0.376) (0.488)
NV.Enerav Ind 0.845*** 0.876*** 1.449%+ 1.614%*** 1.697***
-=nergy Ind. (0.141) (0.147) (0.209) (0.210) (0.220)
. -0.105 -0.138 0.614 * 0.893**
NV.Ind Goods & services (0.281) (0.314) (0.372) (0.377)
NV. Consumer qoods -0.801 -0.467 0.043 0.166 0.263
: 9 (0.319) (0.333) (0.438) (0.464) (0.490)
NV. Telecom 0.935*** 0.872*** 1.791%* 1.756%* 1.972%**
: (0.080) (0.079) (0.122) (0.125) (0.134)
VC Funds 0.957*** 0.948*** 2.285%** 2.752%** 3.047***
(0.245) (0.243) (0.309) (0.356) (0.391)
NV. Expansion and Growth Stage (8132) (8222)
-0.358* -0.410**
NV. Later Stage (0.154) (0.162)
-0.836*** -1.178***
NV. Other Stages (0.260) (0.305)
Number of Observations 2699 2699 2362 2064 2362 3203
Log Likelihood -919.17 -946.67 -422.81 -530.17 -4 -360.92
Pseudo-R squared 15.36% 12.83% 54.87% 38.79% 56.34% 58.09%
LR chi2 333.60 278.59 1028.25 672.07 1055.73 1@D0.5
Prob > chi2 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
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TABLE 7. REGRESSIONS: Determinants of CVC investmentsin startups located in own market geographic
areas

The dependent variable in all the Probit regressisfiSame business sector (Dummy)", a dummy vigriedual to one if the corporation or financiattitigion has invested in the same
core business. The method of estimation is theiPrefression. For the interpretation, we reposfficient and standard errors. Significance leveisfor 1%, ** for 5%, and * for
10%.

Variables Full sample
) (8)
Revenue change 0.020™ 0.052**
9 (0.002) (0.006)
0.154%* 0.269***
ROA (0.009) (0.040)
) . 11.457
Corp. Financial Resources (6.018)
. . . 1-496***
Corporate Diversification level (0.131)
0.521%**
CEO Tenure (0.046)
. -1.072%*= -2.125%**
NV North America (0.191) (0.298)
' 0.419 2.710%*
NV. Other Countries (0.379) (0.489)
0.672 0.548
NV.Energy Ind. 0001 (0.305) (0.553)
. 0.148 0.084
NV.Ind Goods & services 2700 (0.308) (0.456)
1.578%*
NV. Consumer goods 3000 (0.352)
0.005%** 0.309
NV. Telecom 6000 (0.128) (0.184)
-0.135 -0.519
VC Funds 8000 (0.509) (0.540)
Number of Observations 1056 922
Log Likelihood -462.13 -190.80
Pseudo-R squared 35.54% 69.54%
LR chi2 509.53 871.38
Prob > chi2 0.0000 0.0000
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