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Killer Acquisitions in the Platform Economy
Do Tech Giants Acquire Target Firms to Leverage Innovation or Eliminate Competition?

Chapter 3

Chapter 2

4 N\
Theoretical
Background

L J/

Review of existing

literature with regards
to motives of
acquisitions, the
phenomenon of killer
acquisitions, and the

platform economy

'L Acquisitions

>

f Analysis of }

Analysis of GAFAM’s
market position and
acquisition activity to

accompany the
theoretical background
with insights from
business practice

Source: Own depiction based on the chosen thesis structure

Chapter 4
s ~N
Formulation of
Framework
N J

Chapter 5

is developed based on
the basic contention
that killer acquisitions
are harmful as they lead
to a loss of the target’s

Theoretical framework

innovative capacity

\ 4

Case Illustration

o

J

our cases are used to
illustrate the archetypes
of acquisitions, as
presented in Chapter 4.
in order to demonstrate
the applicability of the

F.

framework
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Acquisition motives

I

|

Operating synergies!

Financial synergies!

Other motives

Economies of scale and scope?

Debt capacity*

CEO overconfidence®

Expand geographic reach!

Tax benefits!

Managerial self-interest’

Expand product offering!

Diversification of cash flow streams!

Acquiring undervalued firms®

Scope of analysis

Greater pricing power?

Cash slack®

Replacing sub-performing
management®

Combine functional strengths?

Sources: 'Rabier (2017), 2Walter and Barney (1990). *Chatterjee, 1986, “Leland, 2007, “Iyer and Miller (2008), ‘Malmendier and Tate (2005), "Harford (1999).
SShleifer and Vishny (2003), *Shivdasani (1993)
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Characteristic Operating synergies | Financial synergies Killer acquisitions
Role of target’s innovative capacity!->> Leverage Sustain Eliminate
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Vanish
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Transaction Platforms
A transaction platform adds value by facilitating
transactions through serving as an intermediary
between different users, producers, and/or consumers.
> {2
—

@
(-

Innovation Platforms

An innovation platform consists of technological
building blocks on top of which many innovators can
develop complementary products and services.

Oy BN

Integrated Platforms

An integrated platform combines elements of a
transaction platform and elements of an innovation

platform.

S
i

Investment Platforms
Investment platforms consist of corporations that
follow a platform portfolio strategy by acting as a
holding company of platform companies.

Source: Own depiction based on framework and definitions of Evans and Gawer (2016)
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Google'? 1998 é:i_gypgf_;& 182.53 4027 135,301 1,527.00
Amazon®* | 1994 Jeff Bezos 386.06 2130 1,298,000 1,661.00
FacebooksS | 2004 gc/laflell\loz\;]/cl\tﬂ(?:::s 85.97 29.15 52,535 889.98
Steve Jobs, Steve
Apple™s 1976 Wozniak & 27452 57.41 147,000 2,200.00
Ronald Wayne
Microsoft®10 | 1975 iillllefmes el 143.00 44.30 166.475 1,951.00

Sources: 'MarketLine (2021a), 2Yahoo Finance (2021a), *MarketLine (2021b). “Yahoo Finance (2021b), MarketLine (2021c), ¢Yahoo Finance (2021c), "MarketLine
(2021d). #Yahoo Finance (2021d), "MarketLine (2021¢). °Yahoo Finance (2021¢)
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Platform market Go gle amazon " Apple | &% Microsoft Total
Search engines! 87% / / / 7% 94%
Online marketplaces® / 39% / / / 39%
Social networks & social media® 14% / 45% / / 59%
Mobile operating systems* 72% / / 27% / 99%
Mobile app stores® n/a n/a n/a n/a n/a n/a
Online mapping® 69% / / 10% / 79%
Cloud computing’ 9% 32% / / 20% 61%
Intelligent virtual assistants® 31% 21% / 31% 16% 99%
Web browsers® 64% / / 19% 3% 86%
Digital advertising!® 29% 10% 25% / / 64%

Sources & comments: !Statista (2021a) — Global, 02/2021, desktop market share, “Lipsman (2020) — US. 03/2020. sales market share, 3Statista
(2021b) — Global, 01/2021, share of active users of Topl7 platforms, *Statista (2021c) — Global, 01/2021, market share, *No reliable statistics
available — mobile operating system number might be approximation, SStatista (2018) — US, 04/2018, share of monthly users of Top 6 platforms,
“Statista (2021d) — Global, Q4/2020, market share, *Microsoft (2019) — Survey in US, UK, Canada, Australia, India, mid-2018, general voice
assistant market, scaled to 100% to correct for use of multiple voice assistants. °Statista (2021e) — Global, 03/2021, market share of leading internet
browsers, °Graham (2021) — US, 2020, share of digital ad market
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Market Participants in the Platform Economy by Revenue 2020

Asia W Europe N North America

Uber
Sales- Otto, Zalando
Facebook force | eBay Spotify, Bet365

Source: Own depiction based on data of Alibaba (2021), Baidu (2021), Bet365 (2021), ByteDance (2021), Intel (2021), Netflix
(2021), Otto Group (2021), PayPal (2021), Rakuten (2021), Salesforce.com (2021), SAP (2021), Spotify (2021), Statista (2021c),

Tencent (2021), Uber (2021), Yahoo Finance (2021f). Zalando (2021)
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