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1. Introduction

The development of so-called agroholdings in the agricultural sector of post-Soviet transition economies is a 
well-documented fact (Epstein et al., 2013; Gagalyuk, 2017; Rylko and Jolly, 2005; Serova, 2007). The term 
‘agroholding’ appeared in the mid-2000s to designate a new type of large-scale farming operator that emerged 
and rapidly evolved in post-Soviet transition countries such as Kazakhstan, Russia and Ukraine. Generally, 
an agroholding is any entity consisting of a mother company that has control over dozens or hundreds of 
farms and operates dozens or even hundreds of thousands of hectares of farmland (Hermans et al., 2017). 
Along with a specialization in primary agriculture, i.e. crop and animal production, agroholdings include 
elements of vertical integration along multiple stages of the agri-food supply chain, such as the distribution 
of inputs, logistics, exports, food manufacturing and even food retail (Gagalyuk and Valentinov, 2019).

The rapid expansion of agroholdings largely came about through quick acquisitions of other standalone farms 
(Matyukha et al., 2015), while this process of farm takeovers itself became possible due to favorable access 
to outside capital facilitated by the extensive economic and political ties of agroholdings (Petrick et al., 2013; 
Visser et al., 2012; Wandel, 2011). In turn, larger sizes and the ability to benefit from economies of size were 
found to improve agroholdings’ access to external sources of capital and, thus, to reinforce agroholdings’ 
growth through acquisitions and investments in technologies (Gagalyuk, 2017). The concentration of market 
power and access to land were named as additional drivers of the farm acquisitions made by these large 
farming entities (Gagalyuk et al., 2018; Lapa et al., 2015).

Regarding agroholdings’ ongoing involvement in acquisitive activities, several studies have questioned 
the economic viability of this sort of growth (Balmann et al., 2013; Epstein et al., 2013; Hahlbrock and 
Hockmann, 2012; Hockmann et al., 2009). It is, however, worth noting that these studies focused mainly on 
general performance analyses with a few unique examples of the post-acquisition performance of farms. At 
the same time, research on the pre-acquisition performance of farms and the actual role of that performance 
in farm acquisitions by agroholdings is still scarce. This is an important research gap because we still know 
little about how agroholdings choose acquisition targets, and this choice may significantly affect farm 
performance after the acquisition.

The theoretical literature on mergers and acquisitions (M&A) puts forward three general hypotheses on 
firm motivations for M&A. First, firm managers may use M&A to maximize firm size or to ‘build empires’ 
(Mueller, 1969), with performance considerations being of secondary order in such decisions. Second, 
firms may want to shift their boundaries in order to exploit their own comparative advantage, and thus, they 
may choose less efficient acquisition targets (‘grab lemons’). Third, firms may be seeking targets that have 
complementary efficiencies (‘pick cherries’) such that synergies between the firms can improve efficiency 
further (cf. Balsvik and Haller, 2010: 365).

Up-to-date anecdotal and case study evidence suggests that, in the early 2000s, agroholdings in Russia 
tended to build empires and grab lemons, and they were often impelled to do so because farms (and firms) 
were generally financially distressed due to the recent (1998) economic crisis. Moreover, in Russia, local 
authorities frequently requested agroholding owners to take over poorly performing farms (Matyukha et 
al., 2015; Visser et al., 2012). Anecdotal evidence from Ukraine indicates that the early acquisitive growth 
of agroholdings in the 2000s had little to do with performance considerations and was rather a result of 
a countrywide ‘land rush’ among high net-worth individuals who initially made their fortunes outside of 
agriculture (Lapa et al., 2015).

However, empirical findings from other industries show that firms can change their acquisition behavior over 
time due to various factors, such as prior acquisition experience, a change in market conditions or a change 
in institutional frameworks (Bebenroth and Chen, 2018; Chakrabarti and Mitchell, 2013). Quite a number 
of agroholdings in several post-Soviet countries have been and are still growing in the context of disruptive 
events associated with ongoing policy reforms, the global financial crisis (2008), the global food price 
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crisis (2013) and local political conflicts (e.g. an ongoing conflict between Ukraine and Russia). Therefore, 
the extent to which this growth has been the result of an economic efficiency orientation is still a relevant 
question today. In the context of pre-acquisition performance research, this question can be formulated as 
follows: ‘Do agroholdings ‘pick cherries’ by choosing to acquire higher-performing farms, or do they ‘grab 
lemons’ by targeting lower-performing farms? To what extent does the acquisition behavior of agroholdings 
change over time?’

Our study aims to answer this question by econometrically assessing the financial performance and capital 
strength of acquisition targets (standalone farms) in Northwest Russia and Ukraine prior to acquisition. We 
also corroborate the results of our quantitative analysis with a qualitative survey of agroholding managers. 
We use data from the Spark Interfax database, which contains approximately 172,000 farm-year observations 
with farm-level information on financial indicators from Northwest Russian and Ukrainian farms from 
2005-2016. We estimate multiple binominal logistic regression models with an acquisition dummy as the 
dependent variable to test which factors affect the likelihood of farm acquisition. We further validate our 
results using in-depth interviews with managers of ten Ukrainian agroholdings.

Our analysis contributes to the existing literature on pre-acquisition performance in several ways. First, unlike 
most studies on pre-acquisition performance that focus on acquisitions within one country1 (e.g. Changqi 
and Ningling, 2010; Liu et al., 2017; Weche-Gelübcke, 2015), our research considers the pre-acquisition 
performance of farms in the context of two countries, Russia and Ukraine. This offers the possibility of a 
more in-depth understanding of the country-specific factors underlying acquisition target selection. Although 
Russia and Ukraine, as post-communist transition economies, have many commonalities, the agricultural 
sectors of both countries developed within different legal frameworks, especially with regard to agricultural 
factor markets such as the market for farmland (Nivievskyi and Romanovska, 2013). This can substantially 
affect the acquisition behavior of acquiring entities (Peng and Heath, 1996). Additionally, in Russia, we focus 
solely on the country’s northwestern region due to the difficulty of accessing data for the whole country. It is 
common knowledge that climatic and soil conditions in Northwest Russia are less favorable for agricultural 
production than, e.g. the black soil regions in Russia or Ukraine. Therefore, a comparison between Northwest 
Russia and Ukraine can provide insights into the contingencies in farm acquisition strategies with respect 
to the production conditions.

Second, to the best of our knowledge, our study is the first to conduct an econometric analysis of pre-
acquisition target selection in the sector of primary agriculture. Additionally, we use a longitudinal dataset 
that includes recent farm-level information. In this way, our research is able to complement and verify earlier 
case study evidence of agroholdings’ farm acquisition behaviors.

The remainder of the paper is structured as follows. First, we describe our empirical setting, i.e. the agricultural 
sectors of Northwest Russia and Ukraine, with a particular focus on the development of agroholdings in these 
regions/countries. Second, we elaborate on the theoretical background of the pre-acquisition performance 
of firms. Third, we describe our methodology and data. Fourth, we present and discuss the results obtained. 
Finally, we draw conclusions.

2. Agroholdings in Northwest Russia and Ukraine

Agroholdings have developed through takeovers of standalone farms in both Russia and Ukraine (Gagalyuk, 
2017; Matyukha et al., 2015). However, the establishment and proliferation of agroholdings took slightly 
different paths in the two countries.

1  Studies by Pasiouras et al. (2007) and Damijan et al. (2015) could be considered notable exceptions in this respect. However, they use data from 
several EU countries with the sole purpose of constructing pooled datasets, and they do not conduct any cross-country comparisons. Our study does 
not allow for direct cross-country comparisons either, since we assess the models for Russia and Ukraine separately. However, our approach helps 
to extend the explanation of the acquisition determinants using country-specific factors such as legal frameworks, the institutional environment and 
related factor-market imperfections.
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2.1 Development of agroholdings in (Northwest) Russia

In the early stages of the transition toward the market economy, Russian agricultural producers faced 
problems in accessing capital, production inputs and output markets that led to the accumulation of huge 
debts and substantial reductions in farm efficiency. As a result, the government of the Russian Federation 
decided to mandate farm restructuring, enlargement and vertical integration (Rylko and Jolly, 2005). Local 
governments were given formal and informal instructions to promote the establishment of corporate holding 
structures in agriculture. In this way, the assets of indebted farms, which at that time were owned by workers 
and pensioners of former collective and state farms (Uzun et al., 2019), were merged together under the 
ownership of high net-worth individuals and business groups at the request of (and with the support of) local 
authorities (Matyukha et al., 2015; Visser et al., 2012).

However, initially, investor interest in agriculture was rather low due to low returns and persisting inefficiencies 
(Uzun et al., 2012). The farming sector became more attractive after the financial crisis of the late 1990s, 
when investors started searching for new opportunities in sectors that could offer stable returns with low risk. 
In the early 2000s, the Russian Tax Code was enacted. The Code created a preferential taxation regime for 
agriculture, according to which agricultural enterprises pay a flat agricultural tax of 6% on gross margins. 
Furthermore, the moratorium on farmland sales in Russia was lifted in 2003. Although the state obtained the 
preferential right to purchase farmland, this sort of liberalization led to growing numbers of land transactions, 
increased rentals and improved financing due to the possibility of using farmland as collateral. Accordingly, 
the efficiency of agricultural production improved (Nivievskyi and Romanovska, 2013). For example, 
in the early 2000s, the average profitability of grain production in Russia was higher than that of the oil 
industry (Serova, 2007). In the context of local governments’ promotion of large-scale farming, barriers to 
the accumulation of larger land areas and the takeover of standalone farms’ assets by holding and business 
group entities vanished (Visser et al., 2012).

As a result of these developments, the amount of land owned by legal entities in Russia grew from 5.0 million 
hectares in 2006 to 19.3 million hectares in 2018 (BEFL, 2019)2. Among those legal entities, the number of 
agroholdings whose sizes exceed 100,000 hectares increased from 30 in 2012 to 46 in 2018, while the land 
area they operate amounted to 13.5 million hectares in 2018 (Figure 1). As of 2018, the top 5 agroholdings 
in terms of land area controlled approximately 3.7 million hectares in total (BEFL, 2019). Regarding the 
role of agroholdings in Russia’s agricultural production, Uzun et al. (2012) reported that all agroholdings 
together generated 15.4% of total agricultural output in 2011. In 2016, agroholdings accounted for more 
than 50% of sales and profits among all Russian agricultural enterprises (Uzun et al., 2019). Agroholdings 
are particularly active in vertically integrating crop and animal production as well as food processing. In 
2016, their production shares in vertically integrated sectors such as pork, poultry and sugar accounted for 
77, 73 and 69%, respectively (ibid).

The region of our focus, i.e. Northwest Russia, is characterized by similar dynamics. In a region that accounts 
for 4% of the country’s total agricultural land (Table 1), 91% of Northwest Russia’s gross agricultural output 
is produced by legal entities, which is the highest share among all regions in Russia (Rosstat, 2019). Of those 
legal entities, the share of agroholdings in the total number of agricultural enterprises doubled from 2005 to 
2016 (Table 2). In 2016, the shares of agroholdings in total revenue and the total value of fixed assets among 
agricultural enterprises were 57 and 47%, respectively. At the same time, the disproportionately high share 
of sales relative to fixed assets demonstrates that agroholdings in Russia engage in a more intensive type of 
farming than non-agroholding farms do (Table 2). Uzun et al. (2019) observe similar trends in Russia as a 
whole. In addition, agroholdings actively develop vertical integration in sectors such as poultry, dairy and 
egg production in Northwest Russia (Dibirov and Moreva, 2019).

2  According to the Federal Agency for the State Registration, Cadastre, and Cartography of Russia, the total area of agricultural land in the country 
exceeded 380 million hectares while land available for farming amounted to 197.8 million hectares as of January 1, 2018 (BEFL, 2019).
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2.2 Development of agroholdings in Ukraine

In Ukraine, the first stage of agricultural and land reform allowed privatization certificates to be granted to 
the rural inhabitants that were formerly employed by kolkhozes and sovkhozes (Nivievskyi et al., 2015). 
These certificates entitled rural inhabitants to own shares in newly established farms, so-called collective 
agricultural enterprises that were formed as an intermediary in the transition from Soviet-type farms to fully 
privately owned farms. However, by the early 2000s, this type of farming proved incapable of operating 
under the conditions of the market economy. Linkages to input and output markets were broken, while 
the Ukrainian government heavily intervened in agricultural commodity markets. As a result, collective 
agricultural enterprises became highly indebted due to the financial crisis of 1997/98 (Lerman et al., 2007).

Figure 1. Farmland controlled by the largest agroholdings in Russia (above 100,000 hectares) in millions 
of hectares (BEFL, 2019).
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Table 1. Role of Northwest Russia in the agriculture of the Russian Federation, 2018 (Rosstat, 2019).
Indicator Share (%)

Agricultural production by legal entities 91.4
Agricultural land 4.0
Arable land 2.5
Sown areas 1.7
Potato production 4.5
Vegetable production 3.6
Number of cattle 3.8
Number of cows 4.0
Number of pigs 7.6
Cattle and poultry production 6.8
Milk production 6.1
Egg production 9.8
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Given the poor performance of the agricultural sector, Ukrainian government decided to implement the 
second stage of agricultural and land reform in the early 2000s. The Presidential Decree of 1999 wrote off 
all debts of collective agricultural enterprises and relieved them from all non-core social obligations that 
had been in place since Soviet times (Gagalyuk and Schaft, 2016).

In 2001, the Ukrainian Land Code, which recognized private farmland ownership, was adopted. Approximately 
7 million rural inhabitants (former employees of kolkhozes and sovkhozes) became owners of land plots 
and obtained the right either to establish their own farms or to earn an income from renting out their plots to 
corporate farms, which are not allowed to own land. In addition, a moratorium on the purchase and sale of 
farmland was introduced and retained until January 2008 and then extended each year until the present day3. 
However, the Land Code did not limit the lease terms for farmland. As a result, very long-term leases led to a 
de-facto absorption of land into corporate equity. The moratorium thus enabled agroholdings to accumulate 
land through the lease of land plots from individual landowners and/or the acquisition of standalone farms 
if the growth in land was restricted by the long-term lease contracts between these standalone farms and 
individual landowners4 (Nivievskyi et al., 2015).

In addition, agricultural enterprises became subject to preferential taxation. They were granted the right to 
choose whether to be taxed by a flat agricultural tax (levied at a very low 0.15% on the government-imposed 
normative monetary value of the farmland in use) or to receive refunds on the value-added tax (VAT) (UCAB, 
2011). These preferential, hectare-based and coupled taxes were among the main drivers of farm consolidation 
(Gagalyuk, 2017). In addition, approximately 20 Ukrainian agroholdings were able to raise capital through 
share offerings on international stock markets in the late 2000s, thus overcoming the problem of generally 
poor access to capital faced by Ukrainian enterprises on the local financial market (Gagalyuk et al., 2018).

3  In spring 2020, a law on farmland turnover that will lift the moratorium on land sales in a stepwise manner from 2021 to 2024 was adopted by the 
Parliament of Ukraine (Verkhovna Rada of Ukraine, 2020).
4  In fact, the latter is the land accumulation method preferred by agroholdings in the view of the lower transaction costs in accessing the land. In 
Ukraine, an average land plot owned by a rural inhabitant is approximately 4.2 hectares, while the average size of a (standalone) farm is approximately 
2,000 hectares (State Statistics Service of Ukraine, 2019). Therefore, agroholdings prefer to access land via the acquisition of farms together with 
their land lease rights rather than via the conclusion of individual land lease agreements with rural inhabitants. We use the term ‘standalone farms’ 
to refer to legal entities that are not affiliated with agroholdings and that have established rental contracts with landowners (in the case of crop-
producing farms).

Table 2. Revenue and fixed assets of agricultural enterprises in Northwest Russia (Spark Interfax, 2019).1

Year Agroholding farms Non-agroholding farms Share of agroholdings

No. Revenue, 
mn RUB

Fixed assets, 
mn RUB

No. Revenue, 
mn RUB

Fixed assets, 
mn RUB

No. Revenue, 
mn RUB

Fixed assets, 
mn RUB

2005 124 12,861.3 8,948.1 903 19,094.4 23,889.7 12% 40% 27%
2006 139 14,722.0 11,692.0 1,195 22,903.9 26,325.2 10% 39% 31%
2007 139 17,121.9 14,585.4 1,195 28,788.0 30,550.2 10% 37% 32%
2008 111 20,622.2 18,409.1 1,052 37,446.1 38,001.8 10% 36% 33%
2009 230 34,500.3 25,398.1 933 28,819.0 40,146.9 20% 54% 39%
2010 241 41,007.6 33,830.6 940 32,429.5 46,018.0 20% 56% 42%
2011 258 48,916.4 50,083.7 883 36,401.4 63,808.1 23% 57% 44%
2012 284 56,155.4 65,574.2 942 39,550.6 81,109.9 23% 59% 45%
2013 290 52,458.3 66,739.0 996 38,338.3 71,043.5 23% 58% 48%
2014 245 68,305.6 68,746.9 1,154 46,508.2 84,373.1 18% 59% 45%
2015 314 81,569.1 80,001.7 1,036 53,692.9 79,278.7 23% 60% 50%
2016 310 85,129.6 74,473.3 1,028 64,359.9 83,027.5 23% 57% 47%

1 The official exchange rate as of the end of 2005 was: USD 1 = RUB 28.78.
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Favorable institutional conditions and access to capital enabled Ukrainian agroholdings to more than triple 
their operated farmland area since 2007, so that they now operate a total of 5.6 million hectares (Figure 2). 
At this scale, agroholdings account for 29% of the total farmland area used by corporate farms. Furthermore, 
agroholdings produce 59% of the total crop production value and 44% of total animal production value 
among corporate farms in today’s Ukraine (UCAB, 2019). In 2016, the sales share of agroholdings among 
agricultural enterprises was 46%, while they accounted for only 9% of all agricultural enterprises in the 
country (Table 3). This indicates that agroholdings in Ukraine engage in a more intensive type of farming 
relative to non-agroholding farms.

Figure 2. Farmland controlled by the largest agroholdings in Ukraine (above 10,000 hectares) in millions 
of hectares (UCAB, 2019).
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Table 3. Revenue and fixed assets of agricultural enterprises in Ukraine (Spark Interfax, 2019).1

Year Agroholding farms Non-agroholding farms Share of agroholdings

No. Revenue, 
mn UAH

Fixed assets, 
mn UAH

No. Revenue, 
mn UAH

Fixed assets, 
mn UAH

No. Revenue, 
mn UAH

Fixed assets, 
mn UAH

2005 161 4,490.2 1,580.3 10,959 23,838.4 20,641.2 1% 16% 7%
2006 191 6,077.4 2,317.8 11,078 27,426.5 21,676.8 2% 18% 10%
2007 275 9,600.2 3,585.8 10,800 33,330.5 21,651.9 2% 22% 14%
2008 382 14,738.3 5,729.0 10,487 43,976.8 23,691.8 4% 25% 19%
2009 473 22,004.3 7,709.4 10,219 53,195.5 28,256.5 4% 29% 21%
2010 601 27,637.5 9,647.8 9,505 59,000.1 25,545.9 6% 32% 27%
2011 941 53,197.4 16,982.4 9,490 66,587.9 28,624.4 9% 44% 37%
2012 1,011 70,310.2 21,142.3 9,929 79,107.8 33,818.4 9% 47% 38%
2013 1,006 69,532.2 24,880.6 9,862 78,697.8 38,326.4 9% 47% 39%
2014 940 92,713.4 26,414.2 8,977 100,597.2 39,752.3 9% 48% 40%
2015 899 154,535.6 27,034.6 8,730 163,205.3 44,733.1 9% 49% 38%
2016 850 153,037.8 34,294.1 8,341 179,961.2 54,848.3 9% 46% 38%

1 The official exchange rate as of the end of 2005 was: USD 1 = UAH 5.05.
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Overall, agricultural policies driven by the objectives of self-sufficiency and an export orientation contributed 
at least in part to the rapid development of agroholdings in Russia and Ukraine. Unprecedented policy 
measures, such as debt waiving programs, low taxes and subsidized loans, combined with imperfections 
in land and capital markets were (and still are) among the drivers of this growth. In this context, from the 
perspective of both the political economy and farm management, it is important to understand the extent 
to which the growth of agroholdings is or can become economically viable over time. One way to fulfil 
this objective is to scrutinize the factors behind agroholdings’ farm acquisitions, and the following section 
elaborates theoretically on this topic.

3. Acquisition target selection (by agroholdings): literature overview

The theoretical literature outlines two ‘standard’ modes of firm growth under market competition. The first 
is so-called ‘organic’ growth, whereby a firm grows through an efficient use of its own resources or due to 
an increase in the firm’s market share as a result of growing demand for the firm’s services and products 
(Davidsson and Delmar, 1997; Kim et al., 2011; Penrose, 1995). The alternative to organic growth is growth 
through M&A, which involves expansion through the purchase (acquisition) of or unification (merger) with 
another firm (Palmer et al., 1993; Penrose, 1995). A primary focus of the present study is on the M&A mode 
of growth and one particular aspect of that growth – firms’ motivations and criteria for acquisition target 
selection.

Earlier studies in strategic management postulate that value creation through integration is a major motive for 
M&A (Capron and Mitchell, 1997; Seth et al., 2000). However, insights gained from other related research 
domains suggest a more detailed view on the motivations for M&A may be appropriate and propose three 
general hypotheses on firm involvement in M&A activities.

First, as devised by agency theorists, involvement in M&A may result from ‘managerial hubris’ (Balsvik and 
Haller, 2010). According to this view, firm managers may choose the M&A growth strategy to maximize 
firm size or to build empires (Mueller, 1969). Efficiency considerations are of secondary concern in such 
decisions, and therefore, no clear predictions can be made as to whether the target firms are more likely to 
be high-performing ‘cherries’ or poorly performing ‘lemons’ (cf. Balsvik and Haller, 2010: 365).

The second general motive for M&A is management’s comparative advantage. According to the neoclassical 
theory of the firm, firms may want to shift their boundaries (including across industries) in response to events 
that alter their and their competitors’ comparative advantage (ibid). The possibility of value creation in such 
acquisitions depends mainly on the levels of inefficient management, i.e. the mismatch between a target 
firm’s growth and the financial, labor and technological resources at its disposal (Agarwal and Jaffe, 2003; 
cf. Bebenroth and Chen, 2018: 12). Here, an acquiring firm ‘grabs a lemon’ and deploys its organizational 
capabilities to obtain the greatest marginal payoff by disciplining (or replacing) the target firm’s management. 
The target’s performance is, therefore, expected to increase after acquisition, in particular in terms of 
productivity and profitability (Maksimovic et al., 2013). However, acquirers may incur high transaction and 
integration costs during and after an acquisition, and thus, targets should have the potential to compensate 
for these costs in the future. Empirical evidence suggests that acquiring firms often place greater weight on 
expected costs relative to a specific acquisition than on the acquisition target’s capabilities in handling the 
costs (Chakrabarti and Mitchell, 2013).

There is, however, an opposite motive for firms to engage in M&A, namely, an endeavor to achieve 
synergistic effects. According to this view, acquiring firms are searching for cherries, i.e. targets that have 
complementary efficiencies such that synergies between firms can improve efficiency further (cf. Balsvik 
and Haller, 2010: 365).

Existing empirical studies on the abovementioned hypotheses generally produce mixed results. Depending 
on the empirical context, some of them find evidence of empire building (Aybar and Ficici, 2009; Gorton et 
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al., 2009), others find that acquiring firms prefer to grab lemons (Bellak et al., 2006), and yet others observe 
‘cherry-picking’ (Salis, 2008; Spearot, 2007) or, quite often, a mixture of cherry-picking and lemon-grabbing 
(Arndt and Mattes, 2010). With regard to agroholdings, the scant empirical evidence suggests that efficiency 
motivations for acquisitions were rare in the early stages of agroholding development.

For instance, in their political economy analysis of large-scale land acquisitions in post-Soviet Russia, 
Visser et al. (2012) pointed to pressure from local authorities on agroholdings to take over indebted farms. 
Matyukha et al. (2015), who analyzed the growth trajectories of agroholding-affiliated farms vis-à-vis their 
standalone counterparts in Russia, found only minor differences between the two groups. Any advantages 
held by affiliated farms were found to be due to strong positioning in local and regional markets and making 
the most of lobbying and ties to relevant politicians. At the same time, findings by Epshtein et al. (2013) 
pointed to a combination of the managerial hubris and efficiency rationales for agroholdings’ expansion in 
Russia. They arrived at the conclusion that political economy factors alone could not explain the evolution 
of agroholdings; instead, a complex mix of political and pure economic factors nurtured agroholdings’ 
development. As a result, the persistence of agroholdings cannot easily be reduced to rent seeking. Instead, 
agroholdings demonstrated good economic performance due to improvements in total factor productivity 
resulting from large investments in modern technology. However, these investments were mostly credit 
financed, and therefore, agroholding farms were found to be at higher risk of default than standalone farms.

Empirical evidence from Ukraine also points to the lack of efficiency considerations behind acquisition target 
selection by agroholdings. Balmann et al. (2013) found that agroholding-affiliated farms had higher yields 
than those of standalone farms due to higher production intensities. However, agroholding farms were not 
found to exhibit, on average, higher total factor productivity or higher profitability. Factors such as a lack of 
management skills, know-how and human capital as well as high adjustment and learning costs were named 
as potential reasons for productivity deficits among both the agroholdings and standalone farms. Lapa et 
al. (2015) demonstrated that agroholdings in Ukraine faced high transaction costs resulting from the need 
to link individual production units, i.e. individual affiliated farms. Some agroholdings were found to pay 
little attention to post-acquisition business optimization, as land accumulation was the primary goal of their 
expansion. To this end, Deininger et al. (2013) found that farms in Ukraine operated under constant returns to 
scale (based on the 2001-2012 data), thus pointing to the absence of the desired scale economies. Gagalyuk et 
al. (2018) showed that Ukrainian agroholdings bear higher labor and land lease costs than standalone farms.

However, firms can change or even combine their acquisition motivations over time due to factors such as 
prior acquisition experience, market dynamics or changes in institutional frameworks (Bebenroth and Chen, 
2018; Chakrabarti and Mitchell, 2013). Over the last decade and a half, agriculture in Russia and Ukraine 
has experienced a number of shocks. The first was the 2008 financial crisis that heavily affected agricultural 
production and the related industries in both countries (Epstein et al., 2018). Second, as global breadbaskets, 
both countries were subject to the global food price crisis in 2013 (Götz et al., 2015; Ostapchuk et al., 
2016). Third, the ongoing political conflict between Russia and Ukraine that began in 2014 has resulted in 
the introduction of Western sanctions on Russian businesses. The government of the Russian Federation 
responded by adopting a new food doctrine, which introduced a ban on food imports and strengthened the 
support for local agri-food producers (Wegren, 2014). The introduced food embargo also had consequences 
for producers in Ukraine since Russian agri-food markets had been one of the major destinations for Ukrainian 
exports (Nivievskyi et al., 2015).

Nevertheless, agroholdings in both Russia and Ukraine were able to continue their expansion in the context 
of these events (Section 2). Thus, in view of the growing turbulence in the business environment, the question 
remains as to the extent to which agroholdings’ acquisitive growth is efficiency-oriented, and which factors 
drive this growth, i.e. do agroholdings ‘pick cherries’ or do they ‘grab lemons’ or do they do both? We further 
address this question empirically. h
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4. Methods and data

4.1 Methods

We conduct quantitative and qualitative analyses to investigate the target selection behavior of agroholdings 
in Northwest Russia and Ukraine. Similar to studies on acquisition target selection (Balsvik and Haller, 2010; 
Bebenroth and Chen, 2018), our quantitative analysis aims to explore how a farm’s capital strength and 
financial performance, as well as structural characteristics, affect its likelihood of being acquired (Table 4).

As discussed earlier, high indebtedness was an important driver of farm takeovers in the early 2000s (Visser 
et al., 2012). As a result, studies that examine the relation between firm acquisitions and capital strength 
(i.e. the inverse of high indebtedness coupled with sound liquidity) generally find a negative relationship, 
although it is not statistically significant in most cases (Pasiouras et al., 2007; Weche-Gelübcke, 2015). There 
are a few possible explanations for this finding, predominantly from the lemon-grabbing perspective. First, 
a lack of capital strength tends to attract buyers who can infuse capital into the acquired firms. Second, the 
acquisition price of a firm tends to decrease proportionally with its financial obligations. Third, acquirers 
may have skillful managers who are able to operate successfully with high leverage. Fourth, a reasonable 
level of financial leverage can be perceived as an indicator of the target’s ability to access outside capital 
(Matemilola et al., 2013; Pasiouras et al., 2007).

The target’s financial performance is relevant for acquiring firms in terms of evaluating both potential risks 
and synergies associated with an acquisition (Bebenroth and Chen, 2018). Earlier studies have shown the 
prevalence of cherry-picking over lemon-grabbing in target selection based on profitability considerations, 
although these findings were often context-specific (Chen and Su, 1997; Gioia and Thomsen, 2004). In 
general, low profitability of targets points to inefficiencies that may increase the cost of the target’s integration 
(cf. Weche Gelübcke, 2012: 4).

Organizational size is another important factor in acquisitions, as it signals the availability of potential size 
economies and the possibility of accessing valuable assets such as human capital or technology (Bebenroth 
and Chen, 2018; Hannan and Freeman, 1984; Kaul and Wu, 2016). In addition, growing firms are more 
likely to attract highly qualified labor (Markman and Gartner, 2002). Furthermore, as shown above in the 
context of agroholdings, farm size may be an important factor in acquisitions in the case of managerial 
hubris. Especially at the land rush stage of agroholding development (Lapa et al., 2015), incentives for 
agroholding managers tended to be closely related to the size or growth in size of the agroholding rather 
than to its profits.

In line with most studies on pre-acquisition firm performance, the dependent variable of interest in our 
quantitative analysis is binary, namely, the change in a farm’s ownership status from standalone to agroholding-
affiliated (Table 4). We therefore use multiple binomial logistic regressions to test our models (e.g. De Beule 
and Duanmu, 2012; Froese, 2013; Muehlfeld et al., 2011 for examples of the logistic regressions used in 
the M&A target selection studies).

Our models are specified as follows:

Ai,t+1 = �β0 + β1Leνi,t + β2CLi,t + β3Swci,t + β4Sinti,t + β5NPMi,t + β6ROAi,t + β7ri,t +  
β8FAi,t + β9TLEi,t + β10Speci,t + β11Regi,t + εi,t ,	

(1)

where β1-β11 denote vectors of the respective coefficients; β0, an intercept; and ε, an error term. The description 
of the variables is provided in Table 4.
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To capture the growth potential of target farms, we operationalized most of our independent variables not 
only as the averages of the respective financial indicators but also as the absolute growth in the value of 
these indicators within the respective time periods5. Additionally, some of the continuous variables (e.g. 
average leverage ratio and average working capital ratio) were transformed into categorical variables to 
represent groups defined by the quartiles of a particular indicator. This enables our analysis to also include 
the variables that are highly correlated with each other as well as to reveal possible nonlinear relationships 
between the dependent and categorical explanatory variables. To avoid multicollinearity caused by ‘the 

5  Growth rates and averages were not constructed for categorical variables since they are time-invariant. We excluded some measures from the 
model estimation due to possible multicollinearity among the regressors. For example, we excluded the average value of fixed assets, as it is highly 
correlated with the average value of revenue. Additionally, some of the variables were coded as categorical (mainly based on quartiles) to avoid 
multicollinearity or to improve the explanatory power of the model.

Table 4. Operationalization of variables used in the logistic regressions.1

Theoretical construct Variable name Symbol Measurement 
unit

Measure description

Farm acquisition Acquisition dummy 
(dependent variable)

Ai,t 0/1 Dummy variable representing changes 
in ownership status of farm i from 
‘standalone’ to ‘holding-affiliated’ in 
period t. It equals one if a farm was 
acquired and zero otherwise.

Farm capital strength Leverage Lev % Average value of and absolute change 
in the ratio of a farm’s total debts to 
total assets.

Current liquidity ratio CL % Average value of and absolute change 
in the ratio of a farm’s current assets to 
current liabilities.

Working capital ratio swc % Average value of and absolute change 
in the ratio of a farm’s working capital 
(i.e. current assets minus current 
liabilities) to total assets.

Interest coverage ratio sint % Average value of the ratio of a farm’s 
outstanding interest to total revenue.

Farm financial 
performance

Net profit margin NPM % Average value of and change in the 
ratio of a farm’s net profits to revenue.2

Return on assets ROA % Average value of and absolute change 
in the ratio of a farm’s net profit to 
assets.

Farm size Revenue R 1000 UAH  
or RUB

Average value of and absolute change 
in the farm’s income/revenue from 
regular business activities.

Fixed assets FA 1000 UAH  
or RUB

Quartiles of absolute change in the 
value of a farm’s tangible assets 
(property, equipment, machinery, etc.) 
used for production.

Control variables Type of legal entity TLE categorical Type of legal entity (e.g. LLC, JSC, or 
cooperative).

Specialization Spec categorical Major specialization of the farm.
Region Reg categorical Region where the farm is located.

1 Data on sint and Spec for Ukraine are not available.
2 Growth in net profit margins is coded as a dummy variable, where the variable equals 1 if the growth is positive, 0 - otherwise.
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dummy variable trap’ (Hirschberg and Lye, 2001), we constructed the benchmark (reference) group as the 
group with the highest number of treated (acquired) observations for each categorical variable, against 
which the other groups defined by the same variable are compared. The detailed descriptive statistics of the 
variables are presented in Supplementary Tables S2 and S3.

The output of the regressions is presented in the form of odds ratios estimated for each variable. For example, 
the acquisition odds ratios for the groups of farms defined based on the optimality levels of the financial 
leverage6 indicator are estimated as follows:

 

𝑂𝑂𝑂𝑂 =
𝜋𝜋(1)
1−𝜋𝜋(1)

𝜋𝜋(0)
1−𝜋𝜋(0)

⁄ , (2)

 

	 (2)

 
where OR denotes the odds ratio; π(1), the probability of acquisition for a farm with optimal leverage; and 
π(0), the probability of acquisition for a farm with nonoptimal leverage. π(1)/1–π(1) refers to the odds of 
acquisition for a farm with optimal leverage, and π(0)/1–π(0) represents the odds of acquisition for a farm 
with nonoptimal leverage. Therefore, if the obtained odds ratio is greater than one, it should be interpreted 
as growth in the odds of being acquired by a certain percentage; and vice versa, if the odds ratio is less than 
one, then it represents a decline in the acquisition odds by the respective percentage.

We assessed separate models for each country in order to reveal the similarities and differences between the 
target selection patterns in Northwest Russia and Ukraine as well as across time periods. Based on the available 
data, we were able to identify the industry-level M&A waves in Northwest Russia and Ukraine7. One reason 
to analyze acquisition target selection in different time periods is the possibility of revealing commonalities 
and differences between the periods and in relation to an M&A wave. Having an insufficient number of 
observations in individual years to run separate regressions is another reason, which is exactly the case with 
our data. Although there is no general agreement on the method for identifying M&A waves, earlier studies 
have shown that M&A tend to cluster in time during M&A waves due to various shocks of a technological, 
economic or regulatory nature and/or due to behavioral factors (Harford, 2005; Maksimovic et al., 2013).

Thus, we identified industry-level M&A waves as the years during which the ratio of acquired to total 
farms was higher than the average ratio for the entire period of analysis. This resulted in the identification 
of the M&A wave that took place in 2009-2012 in both Northwest Russia and Ukraine. During this period, 
the number of holding affiliates increased substantially in both countries due to frequent farm acquisitions 
(Table 5). The number of acquisitions was 3-4 times larger than in the pre- and post-wave periods (2005-2008 
and 2013-2016, respectively). Additionally, we validated the presence of the M&A wave using regression 
analysis (Supplementary Table S1). The regression results showed the highest log-odds for acquisitions during 
2009-2012 and thus supported the initial conclusion that this period represents an M&A wave. Hence, in line 
with the M&A literature, the substantial growth in the number as well as in the likelihood of acquisitions 
suggests the presence of an M&A wave.

Thus, the models described above explain the differences in farm acquisition likelihoods during the M&A 
wave (2009-2012) and the post-wave period (2013-2016). The independent variables from 2005-2008 
explain the differences obtained in 2009-2012, while the independent variables from 2009-2012 explain 
the outcomes of 2013-2016.

The purpose of our qualitative analysis is to gain additional insights into the acquisition behavior of 
agroholdings that could not be captured through quantitative analysis. Our qualitative approach involves 
ten in-depth interviews with top managers of randomly selected Ukrainian agroholdings representing 

6  ‘It is generally believed that the optimal level of the debt to assets ratio is 40-60%.’ (Li and Zhang, 2017: 116). We treat the values below and 
above the optimal level as low and high, respectively.
7  To the best of our knowledge, previous research has not provided any information on M&A waves in the agriculture of either country.
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different size categories and farm acquisition frequencies. The farmland area in operation for the interviewed 
agroholdings ranges from 40,000 hectares to 500,000 hectares, while the average area of operation is 190,000 
hectares. The surveyed agroholdings control 184 farming enterprises in Ukraine. The sample includes three 
agroholdings that rarely acquire other farms, i.e. once per several years; four agroholdings that used to acquire 
farms actively earlier, i.e. conducted several acquisitions per year but have paused acquisitions in recent 
years; and three agroholdings that continued acquiring one or more farms actively in recent years. Three of 
the ten surveyed agroholdings also have experience running a farming business in Russia. The interviews 
were conducted in December 2019.

4.2 Data

For our quantitative analysis, we use the longitudinal datasets provided by the Spark Interfax database (Spark 
Interfax, 2019) to test the determinants of target selection for acquisition by agroholdings in Ukraine and 
Russia. These datasets contain farm-level financial reporting information in the form of balance sheets and 
profit-and-loss statements for the period 2005-2016. In particular, the financial reporting data for Ukrainian 
farms consist of 159,800 farm-year observations, while 12,100 farm-year observations are available for 
Northwest Russia. The Spark Interfax data for Ukrainian farms were cross-checked with the information 
on farm affiliations with agroholdings provided by the Association ‘Ukrainian Agribusiness Club’ and the 
YouControl database (YouControl, 2019). Information on farm affiliations with agroholdings for the Russian 
data was obtained from the Spark Interfax data on farm ownership. More specifically, in the Russian case, 
we considered a farm an agroholding affiliate if its controlling stake (more than 50%) belonged to a different 
legal entity involved in agricultural production or a human person who owns controlling stakes in numerous 
farms or if a farm itself owned a controlling stake in another farm (also Uzun et al., 2008, 2019 for the 
identification methodology for farm agroholding affiliation).

The original datasets were cleaned and deflated to eliminate the effects of outliers and inflation. The cleaning 
procedure included dropping observations with missing values and those with extremely high values that 
were identified using histogram and scatter plot analyses. The deflation was carried out using the cumulative 
producer price indices for agricultural products, industrial products and services.

5. Results and discussion

5.1 Quantitative analysis of the factors affecting farm acquisitions

	■ Model fit

We tested our model specifications for multicollinearity by using correlation matrices and estimating variance 
inflation factors (VIFs). According to the tests, our estimations are not biased by multicollinearity. In the 
Ukrainian (Northwest Russian) models, the highest correlation coefficient was 0.59 (0.66), and the highest 

Table 5. Holding-affiliated farms, revenues, and fixed assets in Northwest Russia and Ukraine.1,2

Period Northwest Russia Ukraine

AVG N of 
affiliated 
farms

Total N of 
acquired 
farms

AVG 
revenue, 
mn RUB

AVG fixed 
assets, mn 
RUB

AVG N of 
affiliated 
farms

Total N of 
acquired 
farms

AVG 
revenue, 
mn UAH

AVG fixed 
assets, mn 
UAH

2005-2008 128 n/a 16,332 13,409 252 225 8,727 3,303
2009-2012 253 97 45,145 43,722 757 749 43,287 13,870
2013-2016 290 28 71,866 72,490 924 189 117,455 28,156

1 Official exchange rates as of the end of 2005 were: USD 1 = RUB 28.78; USD 1 = UAH 5.05.
2 AVG = average; N = number.
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VIF was 4.8 (5.1), which is below the commonly used threshold of 0.7 for correlation and 10 for VIFs 
(Dormann et al., 2013; Hair et al., 1998). We describe the results of our logistic regressions in greater detail 
below. For the detailed results of the model estimations, see Supplementary Table S4.

	■ The effects of capital strength

Among the indicators for capital strength, farm indebtedness is particularly noteworthy, as it has been 
named as a major factor in the farm acquisitions made by agroholdings in earlier studies (Visser et al., 2012; 
Wandel, 2011). In this context, our results demonstrate that Northwest Russian farms whose leverage ratio 
was high – at a level between 60-100% – indeed had higher odds of being acquired during the M&A wave 
(2009-2012) than the benchmark (reference) group. The acquisition odds ratios for farms with other leverage 
ratios had statistically insignificant differences from the benchmark group. In contrast, indebted farms had 
lower acquisition odds ratios in Russia in the post-wave period (2013-2016). Namely, farms with a leverage 
ratio of 40-60%, which is considered to be optimal (Li and Zhang, 2017), had 85% lower acquisition odds 
ratios than the benchmark group (Supplementary Table S4). Other farms with both lower and higher leverage 
ratios had statistically insignificant differences in acquisition odds ratios.

These findings suggest that the tendency of Northwest Russian agroholdings to focus solely on financially 
distressed targets seems to have vanished over time. Moreover, another finding indicates that financially strong 
farms have become attractive acquisition targets: the effect of the interest coverage ratio was statistically 
significant in the post-wave period, although it was insignificant during the M&A wave period. More 
specifically, an increase in the average value of this indicator of 1% led to an 12% increase in the acquisition 
likelihood in 2013-2016, which is significant at the 1% level (Supplementary Table S4). This shows that the 
acquirers started choosing financially healthy targets (those able to repay their debts), a result that extends 
the existing evidence on farm acquisitions in Russia.

In Ukraine, the relationship between the leverage ratio and acquisitions was more linear: highly indebted 
farms had a higher likelihood of being acquired during the M&A wave as well as in the post-wave period. The 
farms with leverage ratios that were lower than the ratios of the benchmark group had 40% lower acquisition 
odds during the M&A wave period. Thus, Ukrainian agroholdings preferred to acquire financially weak 
‘lemons’ throughout the period of observation.

	■ The effects of financial performance

We operationalized the financial performance of farms by net profit margin and return on assets (ROA). 
In Northwest Russia, the effect of the average values of net profit margins was statistically insignificant 
during the M&A wave. In the post-wave period, higher average profit margins were associated with lower 
odds of farm acquisition. Regarding changes in net profit margins, we observed that growth in net profit 
margins led to 66% lower odds of acquisition during the M&A wave. In the post-wave period, the effect 
of net profit growth on farm acquisition was not statistically significant (Supplementary Table S4). These 
findings generally suggest that more profitable Northwest Russian farms are less likely to be acquired.

Our estimations with respect to the ROA of Northwest Russian farms offer a somewhat deeper insight into 
the effects of financial performance on acquisition target selection. We observe that the farms with low and 
high ROA averages had significantly lower odds of being acquired during the M&A wave than farms in 
the benchmark category (positive ROA). However, this pattern changed in the post-wave period. Highly 
unprofitable ‘lemons’ became significantly more likely to be acquired (at the 5% significance level). At the 
same time, highly profitable farms also became attractive targets but to a lesser extent than unprofitable 
ones (at the 10% significance level). On reflection, these findings together indicate a shift toward a greater 
efficiency orientation in the process of selecting acquisition targets over time, although ‘cherries’ are still less 
likely to be taken over. Thus, acquisition decisions in Northwest Russia tend to be driven by the comparative 
advantage rationale.
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In the Ukrainian sample, the effects of both the average value of and growth in profit margins were statistically 
insignificant in both periods. The farms with a low ROA were less likely to be acquired during the M&A wave. 
In the post-wave period, the effects of ROA on farm acquisitions were insignificant (Supplementary Table 
S4). Generally, profitability was not found to be a decisive factor in acquisition target selection in Ukraine.

	■ The effects of farm size and growth

Our results show that the importance of farm size and growth as factors in farm acquisitions diminishes over 
time in both Northwest Russia and Ukraine. Larger revenues had a significant effect on the likelihood of being 
acquired during the M&A wave in both countries. In the post-wave period, this effect was less pronounced. 
In line with the results obtained for the capital strength and financial performance constructs, this finding 
suggests a greater orientation toward performance and away from size among acquiring agroholdings. In 
addition, several other factors may come into play.

One such factor may be the price of acquisition, as it is generally associated with target size. To this end, our 
results demonstrate that larger and growing values of fixed assets were associated with a reduced likelihood 
of farm acquisition in Ukraine in both periods. In Northwest Russia, the effect of fixed assets on acquisitions 
was generally insignificant during the M&A wave. In the post-wave period, growing asset values had a 
negative effect on the acquisition likelihood. Overall, the acquirers in both countries tended to refrain from 
selecting targets with large asset endowments.

5.2 Qualitative analysis of acquisition target selection in Ukraine

The results of the in-depth interviews with the managers of Ukrainian agroholdings demonstrate that the 
choice to expand via acquisitions is largely a consequence of the country’s legal framework. The moratorium 
on farmland sales complicates organic growth and exploitation of scale economies, as there is a need to 
manage huge numbers of individual land rental contracts. Thus, it is easier to acquire standalone farms with 
already consolidated land.

Acquisition target selection in agroholdings is centralized but at a low degree of formalization. The interviewed 
managers argue that they have a general understanding of the characteristics that make a target attractive. 
Therefore, there is no need to formalize target selection, especially due to the uniqueness of each particular 
acquisition case. The level of target attractiveness is evaluated by assigned key specialists based on a 
range of indicators that measure the target’s strengths and weaknesses in land management and agronomic 
practices, as well as the availability of machinery, equipment, warehouses, grain-hoppers, etc. The final 
decision is made by a major shareholder if an agroholding is locally owned or by the board of directors if 
there is foreign ownership.

The very high profitability of cash crops until 2012 was another factor in farm acquisitions that allowed 
agroholdings to put less effort into the post-acquisition integration of acquired farms. The other characteristics 
of the targets were of lower importance at that time, while many agroholdings were in their rapid formation 
and growth stages. Very often, agroholdings had little idea of where/in which regions they would end up 
forming their production clusters of appropriate size for a reasonable price. Therefore, they first acquired 
the farms that were available for purchase in different regions while planning to exchange them later for 
farms in locations that allow production clustering.

All managers of the agroholdings that have continued acquiring farms argue that the approaches to target 
selection have changed and become more sophisticated over the past 5-10 years. While the price of an 
acquisition remains the most important factor, agroholdings currently place somewhat greater emphasis 
on farm logistics infrastructure and the possibility of exploiting size economies. Most often, agroholdings 
choose to acquire financially distressed farms, and the primary reason for this is the lower acquisition price. 
Managers believe that farms usually become distressed because of poor management, a problem that can 
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be solved relatively easily by appointing professional managers and introducing the agroholding’s own 
production systems and management procedures.

Additionally, managers explain that the ideal target should be large and should be located close to the existing 
production facilities of the agroholding. Small targets may be attractive only if they are located close to the 
existing production facilities so that newly acquired land could be efficiently integrated into available land 
operations. The managers of the agroholdings that are less than 150,000 hectares in size mention that their 
companies plan to continue growing, and they also consider acquiring large farms located far from existing 
production clusters. In such a case, the aim would be to form another cluster in a new location. However, 
small and distantly located targets are not attractive to agroholdings.

Despite their growing role in target selection, factors such as soil fertility, infrastructure, the availability of 
storage facilities, farm reputation, and production structure similarities are of moderate importance. The 
availability of qualified employees is also moderately important, but large agroholdings of more than 250,000 
hectares, as well as agroholdings that continue growing actively via M&A, value this factor more highly. In 
addition, the fit of a target’s production structure tends to increase in importance with the size of the acquirer.

Good financial reports, profitability and the efficiency of production were reported to be of low relevance in 
the process of selecting acquisition targets. Rather, the availability of financial and accounting documentation 
in general is important. Our respondents explain that (1) better performing targets are more expensive; and 
(2) one cannot be fully sure that reports represent reality. At the same time, the managers of larger agroholdings 
(those of more than 250,000 hectares) argue that sound financial reporting of targets is important for their 
companies.

Last but not least, managers highlight the importance of three additional factors. First is the role of climate 
and precipitation in the production process: there are regions with very good soil, but production is highly 
risky due to insufficient precipitation as a result of climate change. Second, not only does the size of the 
farm matter but also whether the land plots are consolidated, i.e. located next to or close to each other. Third, 
targets should not have abundant assets unrelated to production such as unused buildings, old hangars or 
fish ponds. One of our respondents referred to a case where a target farm had even owned a church and paid 
a salary to the priest.

6. Conclusions

The aim of this study was to deepen our understanding of the drivers of farm acquisitions by agroholdings. 
Motivated by earlier studies on this matter, which pointed to the significant role of noneconomic motivations 
in acquisitions in post-Soviet transition countries (e.g. Lapa et al., 2015; Visser et al., 2012), we attempted to 
explore the extent to which the agroholdings in Northwest Russia and Ukraine consider performance-related 
factors in their ongoing acquisitive activity. In addition, we sought to determine whether the agroholdings’ 
acquisition behavior changes over time and whether there are notable differences rooted in the context of 
a particular country.

We found that earlier stages of agroholding development were indeed characterized by expansionary motives, 
while performance considerations were of less importance, especially during the M&A wave of 2009-2012. 
This wave occurred just between two disruptive events that affected the agricultural sectors of Russia and 
Ukraine – the financial crisis of 2008 and the food price crisis of 2013. Most likely, the 2008 financial 
crisis enabled less expensive acquisitions and inflows of capital to agriculture due to decreasing margins in 
other industries. Moreover, based on the results of our interviews with agroholding managers, acquisitive 
agroholdings generally paid little attention to the performance of potential targets at that time due to the 
enormously high profitability of agricultural production. However, the 2013 global food price decline led 
to a decrease in margins in agriculture. This resulted in a slowdown of M&A activities and reconsideration 
of acquisition approaches by agroholdings.
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Agroholdings would definitely like to continue taking over large farming entities at a reasonable price, but 
an unfavorable market situation impels them to consider factors such as capital strength, profitability and the 
location of the target farms. In Ukraine, however, targets’ profitability plays a minor role, while particular 
characteristics such as consolidated farmland and competence in managing land rental contracts (related to 
the absence of a full-fledged land market) are also important.

Regarding the performance considerations behind target selection, our results suggest that agroholdings 
in both countries prefer ‘lemons’ over ‘cherries’ (although agroholdings in Northwest Russia demonstrate 
some tentative ‘cherry-picking’). Among other things, the prevalence of ‘lemon-grabbing’ behavior implies 
that agroholdings were able to gain the necessary knowledge and management capabilities from previous 
acquisitions for post-acquisition farm integration. However, this statement requires further investigation with 
a particular focus on the post-acquisition performance of farms acquired by agroholdings.

Our results partly allow for differentiation between the Northwest Russian and Ukrainian cases with regard 
to the type of capabilities agroholdings deployed in acquisition target selection. In Ukraine, agroholdings 
put a heavier emphasis on the capital structure of the acquired farms than on their financial performance. 
A preference for highly indebted and, at the same time, low-asset-value targets requires sound financial 
management capabilities. In contrast, agroholdings in Northwest Russia tend to pay attention to targets’ 
profitability, which underscores the importance of production and marketing competencies. However, our 
findings do not allow for further in-depth conclusions in this regard due to the absence of farm production 
information in our datasets.

Another issue associated with data limitations is the comparison of a whole country, Ukraine, with just 
one nonblack soil region in Russia. Secondary data point to a potential bias that can arise from comparing 
two different regions in terms of area and climatic and soil conditions. Tables 2 and 3 demonstrate that the 
agroholdings’ (as well as non-agroholdings’) sales-to-assets ratio in Ukraine is substantially higher than that 
in Northwest Russia. This may be due not only to worse conditions for agricultural production in Northwest 
Russia but also to the distinctive business models that agroholdings adopt. For instance, in view of the 
unfavorable conditions for crop production, Northwest Russian agroholdings may specialize in capital-
intensive practices, e.g. animal production. Again, we are not able to make any further in-depth conclusions 
in this regard due to the lack of production data.

Accordingly, future research would benefit from comparing more homogenous regions in terms of production 
conditions, as well as from using production data. Among other things, this would enable a broader view of 
pre-acquisition target performance, including aspects such as total factor productivity and farm specialization. 
Another important step for future research on M&A in the agriculture of transition economies is the assessment 
of the post-acquisition performance and integration processes of agroholding farms (and vertically integrated 
farms). The results of such research would substantially add to our understanding of the acquisition behavior 
of agroholdings and the developments in agricultural M&A markets.

Supplementary material

Supplementary material can be found online at https://doi.org/10.22434/IFAMR2020.0081

Table S1. The likelihood of farm acquisition by year, log-odds.
Table S2. Descriptive statistics of the Northwest Russian sample used in logistic regressions.
Table S3. Descriptive statistics of the Ukrainian sample used in logistic regressions.
Table S4. Estimation results, odds ratios.
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