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PAPER 
SUMMARY

Interesting work –

• Part of an important debate regarding the 

rising “cross-ownership”

• Positive vs. negative externalities for the 

society: customers, innovation, 

environment?



PAPER 
IN A SLIDE

Technology vs. product market correlations

Common ownership and 

innovation:

(+)~ when technological 

spillovers are higher 

(−)~ when product market 

spillovers are greater



MOTIVATION

• In the presence of technological spillovers, 

innovation in one firm not only generates benefits

in the firm that produced the innovation but also in 

technologically related firms

• “Free riding” of innovation → less innovation

• Common ownership of technologically related 

firms mitigates this problem to the extent that 

firms act in the interest of these common 

owners ➔ more innovation

• Innovations naturally lead to the innovator stealing 

market share and profits from firms competing in the 

same or related product markets

• .. when the same shareholders own both the 

innovator and its product market competitors, 

such business stealing is less desirable➔

less innovation

Common ownership increases innovation when:

• The technological spillover effect is strong

• The business stealing effect is weak



EMPIRICAL
RESULTS

Common ownership increases innovation when:

• The technological spillover effect is strong

• The business stealing effect is weak

• When technology spillovers are relatively 

large, the same increase in common 

ownership is associated with an increase of 

+12.5% in citation-weighted patents

• When product market spillovers are 

relatively large, an increase from the 25th to 

the 75th percentile of common ownership is 

associated with a decrease of -8.4% in 

citation-weighted patents. 



DISCUSSANT 
SUMMARY

• Not an expert –

• Main research focus: institutional 

investors, geographic factors, 

sustainability

• But not innovation or product market 

competition

• Supervising a PhD student 

• George Ye; currently visiting at UIUC

• (More precisely, learning from the 

student)

• JMP: Positive vs. negative 

externalities of common ownership for 

the society: environment



COMMON 
OWNERSHIP 
MEASURE

COit = Kappait
• measures to what extent the largest and most 

powerful shareholders of firm i are also 

beneficial owners of other firms that are 

connected to firm i (page 21)

COi = Average pair-wise Kappa of firm i
• Pairwise Kappa: (notation from Backus et al 2021)

• Assuming CF rights of shareholder s = its control 

rights:



COMMON 
OWNERSHIP 
MEASURE

IHHIf = Herfindahl-Hirschman Index (HHI) for the 

investors in firm f 

• Consider testing the robustness of the 

results by removing the denominator 

• Essentially the C-index used by 

Lewellen and Lowry (2021)



COMMON 
OWNERSHIP 
MEASURE

“A limitation implied by this data source is that we do 

not observe the holdings of individual owners unless 

they are employed as officers of the company or serve 

on its board, in which case we complement these data 

with Execucomp.”

• Missing large family/individual ownership

• Not problematic for numerator 

• Underestimation of the denominator (i.e., 

ownership concentration of firm f ) 

• Consider adding ownership of individual 

blockholders from 13-D/G filings 

• Martin has done this for S&P500 firms in 

another paper (Amel-Zadeh, Kasperk, 

Schmalz, 2022)

• Alternatively, consider a cross ownership dummy 

variable (He and Huang 2017) 

• Also facilitate the interpretation of the 

economic magnitude of the effect 



RESEARCH 
DESIGN

In the presence of technological spillovers, 

innovation in one firm not only generates benefits in 

the firm that produced the innovation but also in 

technologically related firms

• “Free riding” of innovation → less innovation

• Common ownership of technologically related 

firms mitigates this problem to the extent that 

firms act in the interest of these common owners 

➔ more innovation

Current test: 

• Common ownership increases innovation when:

• The technological spillover effect is strong

• Each variable calculated at the firm level



TECHNOLOGY 
SPILLOVER 
MEASURE

•

• TECHij is high if firms i and j have high share 

of patents in similar tech classes

•

• SPILLTECH of firm i is high if it has high TECH 

with firms that have a lot of R&D stock 

Can we measure the 

technological 

spillover among 

firms in the same 

ownership network 

instead?



RESEARCH 
DESIGN
-- TECH 
SPILLOVER

In the presence of technological spillovers, 

innovation in one firm not only generates benefits in 

the firm that produced the innovation but also in 

technologically related firms

• “Free riding” of innovation → less innovation

• Common ownership of technologically related 

firms mitigates this problem to the extent that 

firms act in the interest of these common owners 

➔ more innovation

Proposed test: 

• Common ownership increases innovation when:

• The technological spillover effect among 

firms in the same ownership network is 

strong



RESEARCH 
DESIGN
-- RELATING TO 
THE MODEL

e.g., 



RESEARCH 
DESIGN
-- TECH 
SPILLOVER

In the presence of technological spillovers, 

innovation in one firm not only generates benefits in 

the firm that produced the innovation but also in 

technologically related firms

• “Free riding” of innovation → less innovation

• Common ownership of technologically related 

firms mitigates this problem to the extent that 

firms act in the interest of these common owners 

➔ more innovation

Proposed test: 

• Common ownership increases innovation when:

• The technological spillover effect among 

firms in the same ownership network is 

strong

• Control for the currently used tech spillover 

variable (~ industry characteristic?)



RESEARCH 
DESIGN
-- PRODUCT 
MARKET 
SPILLOVER

Innovations naturally lead to the innovator stealing 

market share and profits from firms competing in the 

same or related product markets

• .. when the same shareholders own both the 

innovator and its product market competitors, 

such business stealing is less desirable ➔

less innovation

Proposed test: 

• Common ownership increases innovation when:

• The business stealing effect among firms in 

the same ownership network is weak

• Control for the currently used business stealing 

variable (~ industry characteristics?)



MORE COMMENTS 
ON SPILLOVER
MEASURES

• Technology spillover is measured by 

weighting the R&D (       ) 

• Consider weighting using innovation 

output, e.g., patenting and citations? 

• More concerned about the measure of 

product market similarity

• SICij captures similarity of market share 

between firms 

• Gjt is R&D expenditure

• Neither seems to relate directly to 

product differentiation

• Consider using the weighted average of 

product similarity scores from Hoberg-Phillips 

TNIC data.



RESEARCH 
DESIGN
-- CONTROL 
VARIABLES

Analyses focus on interaction terms:

• Need to have control variables as 

interaction terms as well?  

• E.g., CO x ln(SALES)

• Need more control variables in general?



FIRM PAIR
ANALYSIS

(From George Ye)

• The current analysis is conducted at the 

firm level (i) after aggregating profit 

weight across all firm pairs (i,j)

• More informative tests can be done at the 

firm pair (i,j) level 

• Whether firms are citing patents of 

other firms with which they share 

common shareholders 

• Number of cross citations (i,j) 

on the interaction between 

pairwise common ownership (i,j) 

and technology similarity (i,j)

• Firm-pair regression of partnership 

formation (e.g., joint venture) 



SUMMARY

• Interesting work –

• Part of important topic

• Would like to see more direct 

channels between cross-ownership 

(between firm i and firm j), 

tech/product spillover between firm i

and firm j, and any evidence of joint 

decisions between firm i and firm j

• E.g., how is firm i innovating in the 

specific tech/industries in which it has a 

lot of tech/product spillover with firms with 

which it has high cross-ownership vs. its 

innovation activities in other tech/sectors.  



SUMMARY

• Interesting work –

• Part of important topic

• Would like to see more direct 

channels between cross-ownership 

(between firm i and firm j), 

tech/product spillover between firm i

and firm j, and any evidence of joint 

decisions between firm i and firm j

“Common ownership and innovation efficiency” 

(Xuelin Li, Tong Liu, Lucian A. Taylor)

Journal of Financial Economics 147 (2023) 475–497



SUMMARY

• Interesting work –

• Part of important topic

• Would like to see more direct 

channels between cross-ownership 

(between firm i and firm j), 

tech/product spillover between firm i

and firm j, and any evidence of joint 

decisions between firm i and firm j

• George’s JMP: How is firm i polluting in 

the region in which there are more firms 

with which it has high cross-ownership, 

vs. its own pollutions in other regions?



THANK YOU
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