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Abstract 
 

This paper studies the individual level employment effects of foreign acquisitions. 
Both the literature on multinational enterprises (MNEs) and the literature on 
mergers and acquisitions (M&As) imply that foreign acquisitions may have an 
effect on the composition of the acquired firms’ labour force, e.g. by affecting the 
demand for different types of labour. Most of the previous empirical research on 
the employment effects of M&As in general and foreign acquisitions in particular 
has been conducted using firm level data, which may mask a number of 
interesting developments taking place following a foreign acquisition.  
 
We analyse a large Finnish linked employer-employee data set which enables us 
to follow workers as they move between employers, into unemployment and out 
of the labour force. We study the employee flows in firms subject to a foreign 
acquisition and examine the subsequent employment paths of workers employed 
in a firm at the time of a foreign acquisition. The results show that foreign 
acquisition has a significant effect on individual employment outcomes in the 
industrial sector but not in the service sector. Transitions both to non-employment 
and other jobs become more likely following a foreign takeover in the industrial 
sector. When comparing the probabilities of transitions to different states in the 
industrial sector, the results show that foreign acquisition significantly increases 
the odds of becoming unemployed compared to moving to a another job. 
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1 Introduction 
 
Cross-border mergers and acquisitions play a major role in the ongoing 

globalisation process and are often the subject of public debate on the pros and 

cons of increased economic integration. One of the main areas of influence of 

foreign acquisitions is the labour market. In the public debate foreign acquisitions 

are often seen as increasing job insecurity due to the perceived ease with which 

multinational companies can shift their production facilities elsewhere following 

adverse changes in the environment. On the other hand, policy in many countries 

is designed to attract foreign direct investment because of its perceived positive 

influence on the host country’s economy.   

 

Empirical research on the effects of foreign acquisition has mainly focused on 

productivity and wages. There have, nevertheless, also been a number of 

contributions to the analysis of the impact that transition to foreign ownership has 

on employment. However, the existing evidence is predominantly based on plant 

and firm level data, which implies that the employment effects found in these 

studies may mask a number of interesting individual level developments taking 

place following a foreign acquisition. In addition, previous empirical research has 

mostly been based on data from the manufacturing sector, which is a limitation, 

considering the increased importance of the service sector. Research on mergers 

and acquisitions in general, i.e. not taking into account the nationality of the 

acquiring firm, has also considered the effect these transactions has on firms’ 

employment, but also in these studies, the data is often at the firm level and from a 

specific sector. This paper seeks to complement these earlier studies by focusing 

on the individual level employment effects of foreign acquisitions.  

 

We used linked employer-employee data on a representative sample of Finnish 

employees in all sectors, which enables us to analyze the flow of workers into and 

out of plants following a foreign acquisition. We decompose these flows by 

destination and source states and control for individual and firm characteristics in 
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studying the effect that foreign acquisition has on the probability of ending up in a 

particular state.  

 

The results show that foreign acquisition has a significant effect on individual 

employment outcomes in the industrial sector but not in the service sector. 

Transitions both to non-employment and other jobs become more likely following 

a foreign takeover in the industrial sector. When comparing the probabilities of 

transitions to different states in the industrial sector, the results show that foreign 

acquisition significantly increases the odds of becoming unemployed compared to 

moving to a another job. 

 

The remainder of the paper is structured as follows. Section 2 presents a brief 

overview of the related theoretical and empirical literature. Section 3 describes the 

data used in the analysis. Section 4 describes the worker flows out of and into 

plants and presents the analysis of the effect of foreign acquisition on individual 

employment outcomes. Finally, Section 5 concludes.  

 

2 Related literature 

2.1 Theoretical background 
 
The analysis of the effects of foreign acquisitions links too distinct strands of 

literature: theories of multinational enterprises (MNEs) and theories of mergers 

and acquisitions (M&A). Theories of MNEs have implications for employment 

through different routes. Firstly, they imply that the skill structure of the labour 

force in MNEs may differ from that of purely domestic firms, with MNEs having 

a higher share of skilled employees (Markusen, 2002). Secondly, MNEs may 

differ from purely domestic firms in terms of the speed and magnitude of 

employment adjustment due to their ability to relocate production on the one hand 

and the different skill structure of their labour force on the other (Barba Navaretti 

et al., 2003). The higher share of skilled workers implies more rigid labour 
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demand1 but the ability to relocate implies a speedier and potentially larger 

adjustment.  

 

Both of the effects mentioned above arise from the differences between MNEs 

and purely domestic firms. The literature on mergers and acquisitions, on the 

other hand, considers the effects of the actual change of ownership as a one off 

event. This literature has discussed several different frameworks for thinking 

about the employment effects of foreign acquisitions. These models link 

ownership change to creative destruction, market competition, scale economies 

and synergies as well as insuring against market risks through conglomeration2. 

The hypotheses on the effects of ownership change derived from these models 

vary. For instance, exploiting synergies may lead to higher employment if the rise 

in efficiency enables an expansion in market share. On the other hand more 

efficient use of resources may lead to reductions in the workforce. An acquisition 

may also have different effects on different types of employees. Eg. if a an 

acquisition is undertaken with the intention of changing management practices, 

this will probably affect management differently than the rest of the workforce 

(Shleifer and Vishny, 1988).  All in all, the predictions in terms of employment 

effects are not clear cut and empirical evidence must be consulted for 

clarification. 

2.2 Previous empirical research 
 
Empirical research on the employment effects of foreign acquisitions is still quite 

scarce. Girma and Görg (2004) study plants in the UK electronics and food 

industry and find that being acquired by a foreign firm reduces employment 

growth in both the electronics and food industries. Employment growth for 

unskilled labour is also reduced in the electronics industry following a foreign 

acquisition but no such effect is observed for the food industry. Böckerman and 

Lehto (2006) analyze the effects on M&A on using plant level data from Finland 

and find that acquisitions by foreign based firms have a negative effect on 

                                                 
1 Hamermesh, 1993. 
2 E.g. Jensen 1988, Bradley et al. 1983, Salant et al. 1985, Schleifer and Summers 1987, 
Matsusaka, 1993. 
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employment only in the manufacturing sector whereas takeovers by foreign-

owned companies based in Finland have a substantially negative impact on 

employment in a group containing firms in construction and services (excluding 

trade, hotels, restaurants). They also study domestic acquisitions and find that 

these have a negative effect on employment in all sectors. Piscitello and Rabbiosi 

(2002) find that foreign acquisitions are followed by an increase in labour 

productivity and employment a few years after the transaction.  

 

Studies that do not take into account the nationality of the acquiring firm have 

been conducted using both US and European data, albeit almost exclusively with 

plant and firm level data. Research on US data has found both negative and 

positive effects of employment3, whereas European evidence implies mainly 

negative effects of M&A on employment4. Gugler and Yurtoglu (2004) compare 

the effects of M&A in the US and Europe using firm level data and find that in 

Europe mergers significantly reduce the demand for labour but in the US there is 

no evidence of significantly adverse effects. They also take into account cross 

border mergers and acquisitions but do not find significant differences compared 

to domestic acquisitions.  

 

Individual level employment effects of M&A have recently been studied by 

Margolis (2006) using French data. He distinguishes between the effects on the 

acquiring and acquired firm and finds that employees of the acquired firm are less 

likely to remain with the new entity immediately after the takeover. He also 

observes that the workers with characteristics typically associated with the fastest 

subsequent job finding are overrepresented among those leaving a firm following 

a takeover.  Marsh et al. (2006) study individual level employment effects of 

M&A using Swedish data. They find that M&As significantly increase the 

likelihood on inter-firm mobility and unemployment. Neither of these two studies 

do, however, analyze the effects of foreign acquisitions.  

                                                 
3 See Brown and Medoff 1988, Bhagat et al. 1990, Lichtenberg and Siegel 1990, McGuckin et al. 
1995 and McGuckin and Nguyen 2000. 
 
4 See Conyon et al. 2002, Siegel and Simons (2006). 

 4



 

Individual level employment effects of foreign acquisitions are also related to the 

changes in the skill composition of employment. Lipsey and Sjöholm (2002), 

Almeida (2003) and Huttunen (2007) use plant level data from Indonesia, 

Portugal and Finland respectively to analyze changes in the share of skilled 

employees following a foreign takeover. In Portugal foreign acquisitions lead to 

no significant changes in workforce composition, whereas in Indonesia the share 

of white collar workers increases and blue collar workers decreases, and in 

Finland the share of highly educated workers decreases. Considering the 

implications of the theory of MNEs these latter findings are slightly surprising, 

but nevertheless useful comparisons for the current individual level analysis.  

 

The theoretical framework and empirical evidence discussed above gives rise to 

interesting issues that can be studied with the individual level data at hand. The 

theory on M&A does not provide clear predictions regarding the employment 

effects of foreign acquisitions. However, previous empirical findings give us 

reason to expect that the probability of a job separation will go up following a 

foreign acquisition. In addition, from the point of view of policy and public 

debate, interesting evidence can be gained regarding the destinations of workers 

who leave a firm following a foreign acquisition. Concerns regarding the 

employment effects of foreign acquisition may be alleviated if workers primarily 

stay in employment. Finally, previous literature on MNEs implies that the skill 

structure of a firm may change following a foreign acquisition, implying that the 

characteristics of those workers who leave a plant following a foreign acquisition 

are different from the characteristics of new hires into the plant. This gives reason 

to expect interesting results from an analysis of the structure and magnitude of job 

separations and hirings following a foreign acquisition. At this stage we analyze 

mainly the first two issues mentioned above, the last point is work in progress. 
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3 Data 
 
This study is based on a data set from Statistics Finland that links information on 

employers, i.e. firms and plants, and their employees. The data set is a 1/3 sample 

of individuals that were 16 to 69 years old in 1990. They are followed to year 

2002 and the sample is extended each year by adding a 1/3 sample of 16 year old 

persons. The data set is formed by linking data from various Statistics Finland 

databases: Finnish Longitudinal Employer-Employee Data, Business Register, 

Industrial Statistics, Financial Statements Statistics, R&D survey, ICT survey. 

The data set contains extensive information on individuals’ characteristics 

including details on education, family, labour market situation, income and so 

forth. The firm and plant level variables include information on industry, 

ownership, economic activity etc. Information on the employer is linked to each 

individual based on the employer at the end of the year. Because of 

confidentiality, some of the firm level information is in the form of classified 

variables, ratios, growth rates, plant averages, or binary variables. These data are 

collected for all available years on all firms and plants that employ at least one 

individual in the sample. The plant and firm panels thus cover most of the 

business sector in Finland5.  

 

Information on foreign ownership is only available from 1994 onwards, which is 

not a severe restriction considering that foreign ownership in Finland was scarce 

before this time due to strict regulations that were not abolished until 1992 

(Golup, 2003). Foreign ownership is defined on the basis of ultimate beneficiary 

owner (UBO) and a 20 % threshold is used in classifying a plant as foreign 

owned. In order to have the full details on employment spells being studied we 

focus on job spells that begin after 1994. Foreign acquisitions can first be 

identified in 1995, so when analyzing the effects of foreign acquisition on 

subsequent employment status the analysis years are 1996 to 2002. For the time 

being, domestic acquisitions can not be reliably identified in the data, but this will 

be possible in the future. Job spells for employees with a plant code are studied. 

                                                 
 
5 The linking of the data set is described in detail in Ilmakunnas et al (2001). 
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The data set consists of 561 261 individuals who work in 124 637 plants giving a 

total of 2 792 494 person year observations. In the next section we present some 

descriptive statistics of the data and analyze the effects of foreign acquisition on 

individual employment outcomes.  

 

4 Empirical analysis 
 

In this section we first examine the magnitudes of job separations and hirings 

before and after foreign acquisition and some descriptive statistics for employees 

ending up in different labour market states. After that we turn to analyzing the 

effects of foreign acquisition on the probability of separating from a job to 

different labour market states.  

4.1 Descriptive statistics 
 
Table 1 presents the number of employees in firms divided according to whether 

or not their employer was subject to a foreign acquisition in the previous year. 

The employees are also divided into those working in the industrial sector 

(manufacturing, utilities, construction and mining and quarrying) and the service 

sector. The share of employees affected by a foreign acquisition varies quite a bit 

from year to year but there do not appear to be substantial differences between the 

industrial and service sectors. The number of employees in the data set that work 

in the industrial sector is slightly lower than in the service sector. Table 2 provides 

similar details for plants. Comparing Tables 1 and 2, one can see that plants in the 

industrial sector tend to be bigger on average with the employees affected by 

foreign acquisitions working in relatively fewer plants. 

 

[Table 1 & Table 2 here] 

 

Table 3 shows average changes in employment in the years before and after plants 

are taken over by foreign firms. Years -7 to -1 denote changes 7 years to 1 year 

prior to the foreign acquisition, year 0 is the year of the acquisition and years +1 

to +7 denote changes 1 to 7 years after the foreign acquisition. In the actual year 
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of the acquisition changes are quite small on average, but the standard deviation is 

the highest in the observation period. Otherwise employment appears to grow on 

average in the years prior to the acquisition but a couple of years after the 

acquisition employment starts to decrease and, apart from a jump in employment 

in year 6 following the acquisition, the decline continues. The number of firms 

observed long before and after the acquisition is obviously limited due to the 

restricted observation period which may affect the robustness of the figures for 

these last years.  In most years changes in employment in plants that at some point 

are taken over by a foreign firm are lower than in domestic plants on average. 

These average results imply that there may be changes in personnel policy after a 

foreign acquisition as indicated also by previous research. 

 

[Table 3 here] 

 

Table 4 presents the worker flows behind the average employment changes above. 

Again the years refer to observations before and after a foreign acquisition. In 

general the share of separations increases slightly in the last couple of years 

before a takeover and is highest immediately after the acquisition. The share of 

hirings is higher than the share of separations prior to a takeover by a foreign firm 

and there is also a good deal of recruitment going on at the time and immediately 

after the acquisition. However, the share of hirings decreases a couple of years 

after a foreign acquisition and in the following years the share of hirings is in 

general lower than the share of separations. The numbers imply that employment 

changes following a foreign acquisition are brought about by changes in flows 

both into and out of the acquired plants, i.e. adjustments are not only made to the 

size of the workforce. However, compared to plants that are not subject to a 

foreign acquisition, the shares of separations and hirings in acquired plants appear 

lower both before and after the takeover.    

 

[Table 4 here] 
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Figure 1 depicts non-parametric estimates of the share of employees still 

employed in a plant at different levels of tenure. Tenure is measured in months of 

employment and there are separate graphs for employees whose employer was 

foreign owned in the year prior to the separation and employees in domestic firms. 

The estimates imply that after 2 years of tenure, the probability of continued 

employment in a foreign owned firm is over 50% but only 40% in a domestic 

firm. Similarly among employees in foreign owned firms 1/3 are likely to be 

employed after 5 years of tenure whereas in domestic firms this fraction is less 

than 1/4. These estimates would therefore suggest that continued employment is 

actually more likely in foreign firms, but it should be noted that this analysis does 

not take into account characteristics of the workers and firms which may 

obviously differ substantially in foreign and domestic firms. These characteristics 

will be controlled for in the analysis in the next section.  

 

[Figure 1 here] 

 

So far we have considered all job separations together, but Table 5 breaks down 

the outflow of workers by their subsequent employment status. Here we include 

all plants regardless of their ownership status. The destination states considered 

are unemployment, outside the labour force, employed without a plant code, self-

employed, employed with a new employer6 and employed with the same 

employer. Changing to a new employer is defined as a simultaneous change in a 

worker’s plant code and the start of a new employment contract. In addition, if an 

employee’s firm code does not change, then he is classified as staying with the 

same employer. Plant codes instead of firm codes are used as the basis for the 

analysis as firm codes have been found to be subject to administrative changes. 

Employers without plant codes consist of e.g. most of the public sector. The 

shares of employees exiting to various states are quite stable throughout the 

observation period. There is a slight rise in moves to new jobs in 2000 and 2001 

followed by a bigger decrease.  
                                                 
6 For brevity ”New employer” will be used in the rest of the paper to indicate transition to another 
employer with a plant code.  
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[Table 5 here] 

 

Table 6 summarizes the destination states of employees taking into account 

whether the firm they worked for in the previous year was taken over by a foreign 

firm. The shares of transitions into different destination states do not exhibit 

substantial differences in this respect.  

 

[Table 6 here] 

 

Table 7 shows descriptive statistics for employees ending up in different labour 

market states. Average age is highest among those who stay at the same job and 

those who become unemployed. The lower average age among those changing 

jobs is in line with findings that job mobility is more frequent among younger 

workers. The share of female workers is highest among those who move out of 

the labour force and to employment without a plant code potentially reflecting e.g. 

periods of maternity leave and employment in public services such as healthcare.  

The job specific characteristics in Table 7 refer to the previous year. As would be 

expected, tenure is highest among those who remain at their old job and lowest 

among those who change to a new employer. Real monthly earnings are lowest 

among those moving to self-employment which may imply that they were already 

at least partly entrepreneurs in the previous period. Workers who move out of the 

labour force also have lower earnings on average, which may reflect e.g. part-time 

work7 prior to moving out of the labour force into education. The differences 

between the groups regarding having been employed in a firm subject to foreign 

acquisition are not huge, but these unconditional means may obviously mask more 

intricate differences.  

 

[Table 7 here] 

 

 

                                                 
7 We do not, unfortunately, have data on hours of work. 
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4.2 Estimation 
 

We estimate a multinomial logit model to analyze the effect that foreign 

acquisition has on the probability of exiting a job to different labour market states 

compared to staying with the same employer. We control for duration dependence 

by including tenure as an explanatory variable. Note that this estimation method is 

essentially a competing risks duration model for discrete time data with the 

somewhat restrictive assumption that spell length is intrinsically discrete rather 

than continuous but grouped into intervals. The alternative destination states are 

those described above and “Same employer” is used as the reference category.  

 

We include a rich set of individual and job specific characteristics as explanatory 

variables in order to control for heterogeneity. The control variables are age, 

gender, marital status, number of children under age 7, education, log of real 

monthly earnings, tenure and tenure squared, firm size, log of sales per employee, 

industry, region, observation year, an indicator for whether one’s employer was 

acquired by a foreign firm in the previous period, an indicator for whether one’s 

employer is in foreign ownership at some stage in the observation period and 

interactions of the indicator for foreign acquisition with education and sector. 

Unfortunately at this stage we are not able to observe acquisitions by domestic 

firms, but this analysis will be possible in the future. This implies that the effects 

we identify will combine effects of acquisition and the change of ownership from 

domestic to foreign.  

 

We only consider the effect of acquisitions in the previous period which implies 

that we will not capture longer term effects of foreign acquisition. Taking into 

account e.g. Huttunen’s (2007) analysis, the longer term effects will also be 

relevant and will be addressed in further work. The variable we are interested in is 

the indicator for foreign acquisition. Inclusion of the indicator variable for 

whether a plant is foreign owned at some stage implies that the analysis can be 

interpreted as a difference-in-differences type approach, as the effect of foreign 

acquisition can be distinguished from the constant difference between the 
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treatment group (employees in plants that at some stage are foreign owned) and 

control group (employees in firms that remain domestic during the study period).  

 

Table 8 presents the results from the estimation of the multinomial logit model 

comparing the probability of exiting to different destination states vs. staying with 

the same employer. The results are presented in the form of odds ratios. The effect 

of interest is foreign acquisition, i.e. employer being subject to a foreign 

acquisition in itself only has a marginally significant effect on transition to an 

employer without a plant code. However, for employees in the industrial sector, 

foreign acquisition has a significant and sizeable effect on transition both to 

unemployment and other employers. Other things equal, employees in an 

industrial sector firm that is taken over by a foreign firm are over two times more 

likely to become unemployed than to stay with the same employer. Also 

transitions to a new employer are 1.48 times more likely for these workers.  As 

mentioned above, this effect takes into account the differences between firms that 

at some stage are foreign owned and those that are not, i.e. this distinguishes the 

actual effect of the acquisition by the foreign firm. This finding is in line with the 

results of Böckerman and Lehto, who find that cross border M&As have a 

negative effect on employment in manufacturing. The effects of foreign 

acquisition do not appear to differ depending on education. It should be noted that 

these results will combine effects of the acquisition itself and the effects of the 

change of ownership from domestic to foreign. The analysis will be extended to 

account for domestic acquisitions as the necessary data becomes available in the 

near future. 

 

[Table 8 here] 

 

The effects of the other covariates are mostly as expected, apart from a positive 

effect of earnings on the odds of becoming unemployed. This could be related to 

e.g. reorganization in management following foreign acquisitions, or the 

somewhat related issue of, other things equal, getting rid of the more expensive 

employees.  The result is, however, unexpected considering e.g. the opposite 
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findings of Marsh et al. (2006) and merits further analysis. Employees with higher 

tenure are less likely to exit a firm, implying positive duration dependence. 

 

The results discussed above imply that there is a significant amount of workforce 

adjustment that takes place following a foreign acquisition in the industrial sector. 

Transitions both to unemployment and other employers become more likely. This 

finding is in line with the results of Marsh et al. (2006) concerning M&A in 

general. Considering the public debate on the potentially negative effects of 

foreign acquisitions it is, however, also interesting to compare the probabilities of 

transitions into different states. If employees leaving a firm after a foreign 

acquisition mainly stay employed, the adjustment required by these employees 

may not be as significant, and mobility may obviously be voluntary. Table 9 

presents results comparing the effect of foreign acquisition in the industrial sector 

when using different reference categories (the table also includes results based on 

the earlier reference category “Employed in the same plant”). The results show 

that foreign acquisition increases the odds of becoming unemployed compared to 

moving to a new employer by 38 % and by 75% compared to transitions to 

employers without a plant code. This finding implies that foreign acquisition may 

in fact cause adverse changes in individual labour market outcomes for employees 

in the industrial sector.  

 

[Table 7 here] 

 

The analysis presented above does not take into account unobserved 

heterogeneity. Although we do control for a variety of observable characteristics, 

including wages which may be a good predictor of unobserved individual 

characteristics, there still exists the possibility that the results are influenced by 

unobserved heterogeneity. This issue is currently being investigated. In addition, 

the analysis of the individual level effect of foreign ownership does not give the 

complete picture of the phenomenon unless also the inflow of workers into 

foreign owned firms is studied. This is also work in progress. Furthermore, it is 
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important to be able to identify the effects of both foreign and domestic 

acquisitions. This will shortly be possible with an extended data set.  

 

5 Preliminary conclusions 
 

The purpose of this study is to examine the individual level employment effects of 

foreign acquisitions. The analysis shows that a foreign acquisition has a 

significant effect on individual employment outcomes in the industrial sector but 

not in the service sector. Transitions both to non-employment and other jobs 

become more likely following a foreign takeover in the industrial sector. When 

comparing the probabilities of transitions to different states in the industrial 

sector, the results show that foreign acquisitions significantly increase the odds of 

becoming unemployed compared to moving to a another job. The comparison of 

the effects of foreign and domestic acquisitions will be possible following access 

to further data.  

 

Ongoing extensions to this analysis aim to describe the other side of workforce 

adjustment following foreign acquisition, i.e. hirings. Related to this, also a 

comparison of the new hires versus those who leave a firm following a foreign 

acquisition will be carried out. The potentially problematic issue of unobserved 

heterogeneity will also be addressed. 
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Table 1. Number of employees in acquired and non-acquired firms by sector 

Year Total
1996 145 774 98.8% 1 789 1.2% 147 563
1997 153 943 99.0% 1 571 1.0% 155 514
1998 164 711 96.5% 6 034 3.5% 170 745
1999 177 223 97.8% 3 923 2.2% 181 146
2000 184 762 98.1% 3 602 1.9% 188 364
2001 192 656 99.2% 1 577 0.8% 194 233
2002 190 504 96.8% 6 359 3.2% 196 863

Year Total
1996 137 319 97.7% 3 216 2.3% 140 535
1997 148 286 98.1% 2 858 1.9% 151 144
1998 156 677 98.5% 2 434 1.5% 159 111
1999 156 366 96.4% 5 776 3.6% 162 142
2000 164 261 98.2% 2 945 1.8% 167 206
2001 162 817 97.8% 3 738 2.2% 166 555
2002 162 126 99.1% 1 520 0.9% 163 646

Services

Industrial sector
Employer not acquired 

by foreign firm
Employer acquired by 

foreign firm

Employer not acquired 
by foreign firm

Employer acquired by 
foreign firm

 
Table 2. Number of acquired and non-acquired plants  

Year Total
1996 35 436 99.1% 326 0.9% 35 762
1997 37 360 99.4% 215 0.6% 37 575
1998 38 949 97.4% 1 029 2.6% 39 978
1999 41 982 99.0% 442 1.0% 42 424
2000 43 373 98.3% 737 1.7% 44 110
2001 44 606 99.4% 250 0.6% 44 856
2002 45 052 98.4% 741 1.6% 45 793

Year Total
1996 15 086 99.4% 89 0.6% 15 175
1997 16 428 99.5% 89 0.5% 16 517
1998 17 795 99.5% 95 0.5% 17 890
1999 18 646 98.7% 242 1.3% 18 888
2000 19 346 99.3% 130 0.7% 19 476
2001 19 561 99.3% 134 0.7% 19 695
2002 19 673 99.7% 63 0.3% 19 736

Services
Plant not acquired by 

foreign firm
Plant acquired by 

foreign firm

Plant not acquired by 
foreign firm

Industrial sector
Plant acquired by 

foreign firm
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Table 3. Changes in employment in plants subject to foreign acquisition 

Years before/after foreign 
acquisition

Observations Average change in 
employment

Standard 
deviation

-7 574 2.887% 0.325
-6 1054 2.830% 0.362
-5 1573 5.848% 0.319
-4 2168 6.614% 0.316
-3 2290 1.710% 0.326
-2 2670 4.184% 0.373
-1 2794 4.014% 0.356
0 3411 0.003% 0.400

+1 3093 2.486% 0.334
+2 2609 0.668% 0.292
+3 2059 -1.719% 0.270
+4 1459 -2.213% 0.302
+5 638 -4.754% 0.348
+6 397 6.675% 0.373
+7 95 -4.087% 0.244

Total 26884 2.097% 0.340

Plants that are never foreign 
owned 514488 5.940% 0.344  

 

Table 4. Hirings and separations in plants subject to foreign acquisition 
Years before/after 
foreign acquisition

Total in 
previous 
period

-6 7 481 87.16 % 1 102 12.84 % 1 592 18.55 % 8 583
-5 11 675 87.50 % 1 668 12.50 % 2 040 15.29 % 13 343
-4 18 677 87.64 % 2 634 12.36 % 3 360 15.77 % 21 311
-3 23 724 85.90 % 3 894 14.10 % 5 183 18.77 % 27 618
-2 25 052 84.72 % 4 518 15.28 % 5 712 19.32 % 29 570
-1 28 835 82.88 % 5 957 17.12 % 6 142 17.65 % 34 792
0 29 999 82.80 % 6 230 17.20 % 7 221 19.93 % 36 229

+1 27 053 81.58 % 6 110 18.42 % 6 813 20.54 % 33 163
+2 28 790 83.69 % 5 612 16.31 % 5 749 16.71 % 34 402
+3 24 263 83.67 % 4 736 16.33 % 4 426 15.26 % 28 999
+4 16 912 83.63 % 3 311 16.37 % 3 069 15.18 % 20 223
+5 10 468 84.56 % 1 911 15.44 % 1 860 15.03 % 12 379
+6 6 662 84.82 % 1 192 15.18 % 1 175 14.96 % 7 854
+7 1 686 82.61 % 355 17.39 % 235 11.51 % 2 041

Plants that are never 
foreign owned 1 735 867 80.14 % 430 181 19.86 % 503 544 23.25 % 2 166 048

Stay Separations Hirings
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Table 5. Number of employees by destination state 
Year

Destination state 1996 1997 1998 1999 2000 2001 2002

Unemployed 17,021 12,075 12,866 14,844 12,810 16,229 16,665

5.7% 4.0% 3.9% 4.3% 3.5% 4.3% 4.4%

Out of the labour force 12,158 11,492 11,652 16,590 18,034 18,803 20,136

4.1% 3.8% 3.6% 4.8% 5.0% 5.0% 5.3%

Employed w/out plant code 9,671 9,806 11,551 11,981 12,771 11,894 13,774

3.3% 3.2% 3.5% 3.4% 3.5% 3.2% 3.6%

Self-employed 2,128 2,123 1,732 1,958 2,019 2,017 2,128

0.7% 0.7% 0.5% 0.6% 0.6% 0.5% 0.6%

New employer 11,918 15,504 21,013 23,963 27,729 27,848 19,678

4.0% 5.1% 6.4% 6.9% 7.7% 7.4% 5.2%

Same employer 243,866 253,931 267,236 279,188 288,289 298,654 307,941

82.2% 83.3% 82.0% 80.1% 79.7% 79.5% 81.0%

Total 296,762 304,931 326,050 348,524 361,652 375,445 380,322

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%  
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Table 6. Employees by destination state and foreign acquisition status  

Destination state
Unemployed 89,380 1,644 91,024

4.1% 4.0% 4.1%
Out of the labour force 95,806 1,587 97,393

4.4% 3.9% 4.3%
Employed w/out plant code 70,787 1,481 72,268

3.2% 3.6% 3.2%
Self-employed 11,905 104 12,009

0.5% 0.3% 0.5%
New employer 128,710 2,216 130,926

5.8% 5.4% 5.8%
Same employer 1,804,805 34,168 1,838,973

82.0% 82.9% 82.0%
Total 2,201,393 41,200 2,242,593

100% 100% 100%

Employer not acquired by 
foreign firm in previous 
period

Employer acquired by 
foreign firm in 
previous period Total

 
 

 

Table 7. Characteristics of employees by destination state 
Unemployed Out of the labour force Employed w/out plant code

Variable Mean Std.dev. Mean Std.dev. Mean Std.dev.
Age 39.96 12.33 33.41 15.18 36.18 11.08

% Female 38.9% 48.8% 48.9% 50.0% 47.1% 49.9%

% Married 42.0% 49.4% 32.3% 46.8% 45.2% 49.8%

% with children under age 7 15.2% 35.9% 18.5% 38.9% 20.2% 40.2%

Tenure (months) 66.67 107.41 47.95 97.49 61.41 88.15

Real monthly earnings (2002 euros) 1923.75 1688.22 1425.51 1590.81 2337.31 2468.29

% Employer acquired by foreign firm 
in previous period

1.8% 13.3% 1.6% 12.7% 2.0% 14.2%

Self-employed New employer Same employer
Variable Mean Std.dev. Mean Std.dev. Mean Std.dev.
Age 38.75 9.73 33.01 9.87 40.59 10.51

% Female 28.9% 45.3% 34.2% 47.4% 37.7% 48.5%

% Married 58.7% 49.2% 37.1% 48.3% 54.8% 49.8%

% with children under age 7 28.2% 45.0% 22.0% 41.4% 20.1% 40.0%

Tenure (months) 49.58 64.91 32.64 52.38 109.13 110.92

Real monthly earnings (2002 euros) 1194.19 2300.69 2332.11 2530.18 2524.13 2184.48

% Employer acquired by foreign firm 
in previous period

0.9% 9.3% 1.7% 12.9% 1.9% 13.5%
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Table 8. Estimation results: multinomial logit model  
Odds ratio estimates with            
reference category                      
"Same employer"

Unemployment Out of the labour 
force

Employed w/out 
plant code

Self-employment New employer

Age 1.0036*** 0.9359*** 0.9819*** 0.9955 0.9559***
(0.001) (0.001) (0.001) (0.003) (0.001)

Log real monthly earnings 1.0689*** 0.4106*** 1.0043 0.8715* 1.5200***
(0.021) (0.006) (0.017) (0.057) (0.019)

Female 0.9884 1.0242 0.9701 0.6007*** 0.9326***
(0.019) (0.020) (0.016) (0.035) (0.010)

0.8297*** 1.0777*** 1.0740*** 1.1328* 0.9646**
(0.015) (0.023) (0.019) (0.063) (0.011)

University education 0.4361*** 0.8214*** 1.1667*** 1.1071 0.9972
(0.017) (0.032) (0.031) (0.105) (0.016)

Tenure 0.9815*** 0.9819*** 0.9932*** 0.9932*** 0.9832***
(0.000) (0.000) (0.000) (0.001) (0.000)

Tenure squared 1.0006*** 1.0005*** 1.0005*** 1.0001* 1.0003***
0.000 0.000 0.000 0.000 0.000

Married 0.7387*** 0.8380*** 1.0153 1.3343*** 0.9835
(0.013) (0.018) (0.016) (0.071) (0.010)

Children under age 7 0.8570*** 1.2002*** 0.9144*** 1.4107*** 0.9042***
(0.018) (0.025) (0.016) (0.075) (0.010)
0.9918 0.9623 1.2425*** 0.7684** 1.0632***
(0.025) (0.024) (0.023) (0.071) (0.013)
0.9305 1.1361 1.2775* 1.2643 1.0083
(0.126) (0.164) (0.128) (0.732) (0.082)

2.0324*** 1.179 1.161 0.768 1.4768***
(0.232) (0.140) (0.099) (0.336) (0.091)

1.171 0.936 0.888 1.299 0.963
(0.139) (0.139) (0.092) (0.819) (0.079)

0.647 1.220 0.817 1.799 0.886
(0.172) (0.285) (0.117) (1.311) (0.093)

Firm size 5-9 employees 0.9172** 0.9674 1.1417*** 0.5599*** 0.8649***
(0.026) (0.033) (0.038) (0.037) (0.014)

Firm size 10-19 employees 0.8151*** 0.9559 1.2430*** 0.3971*** 0.8189***
(0.024) (0.033) (0.040) (0.030) (0.013)

Firm size 20-49 employees 0.8247*** 0.9884 1.2835*** 0.3289*** 0.7395***
(0.024) (0.032) (0.039) (0.025) (0.012)

Firm size 50-99 employees 0.7647*** 1.0833* 1.4571*** 0.2735*** 0.7145***
(0.026) (0.040) (0.048) (0.028) (0.013)

Firm size 100-299 employees 0.6962*** 0.9856 1.1969*** 0.2073*** 0.5802***
(0.022) (0.034) (0.038) (0.020) (0.010)

Firm size over 300 employees 0.5634*** 0.9696 1.2499*** 0.1345*** 0.4519***
(0.016) (0.029) (0.035) (0.011) (0.007)

Observations 1178772
Number of individuals 561261
Pseudo R-Square 0.1208

4. Cluster robust (by individual) standard errors in parentheses: * significant at 5%; ** significant at 1%, *** significant at 0.1%.

Notes

5. Coefficients for industry, region and year dummies not reported

Secondary or vocational 
education

Employer foreign owned at 
some point
Employer subject to foreign 
acquisition in previous year
Employer in industrial sector 
and subject to foreign 
acquisition in previous year
Secondary education and 
employer subject to foreign 
acquisition in previous year
University education and 
employer subject to foreign 
acquisition in previous year

1. The reference category is "Same employer"
2. Individuals employed without plant code include e.g. most of the public sector. 
3. Reference category for firm size is under 5 employees, reference category for education is comprehensive school.
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Table 9. Estimation results: different reference categories 

Unemployment vs. Out of the labour force 1.7244***

Unemployment vs. Employed w/out plant code 1.7502***

Unemployment vs. Self-employment 2.6463*

Unemployment vs. New employer 1.3762*

Unemployment vs. Same employer 2.0324***

Out of the labour force vs. Unemployment 0.5799***

Out of the labour force vs. Employed w/out plant code 1.0149

Out of the labour force vs. Self-employment 1.5346

Out of the labour force vs. New employer 0.7981

Out of the labour force vs. Same employer 1.1786

Employed w/out plant code vs. Unemployment 0.5714***

Employed w/out plant code vs. Out of the labour force 0.9853

Employed w/out plant code vs. Self-employment 1.512

Employed w/out plant code vs. New employer 0.7863*

Employed w/out plant code vs. Same employer 1.1613

Self-employment vs. Unemployment 0.3779*

Self-employment vs. Out of the labour force 0.6516

Self-employment vs. Employed w/out plant code 0.6614

Self-employment vs. New employer 0.52

Self-employment vs. Same employer 0.768

New employer vs. Unemployment 0.7266*

New employer vs. Out of the labour force 1.253

New employer vs. Employed w/out plant code 1.2717*

New employer vs. Self-employment 1.9229

New employer vs. Same employer 1.4768***

Same employer vs. Unemployment 0.492***

Same employer vs. Out of the labour force 0.8485

Same employer vs. Employed w/out plant code 0.8611

Same employer vs. Self-employment 1.3021

Same employer vs. New employer 0.6771***

Notes

1. * significant at 5%; ** significant at 1%, *** significant at 0.1%.

Comparison Factor change in odds due 
to foreign acquisition
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Figure 1. Kaplan-Meier survival estimates 
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