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Abstract 

Motivated by the recent rise of state capitalism, this paper investigates the effects of government 

ownership on market valuations across a sample of publicly listed corporations from East Asia. We find 

strong, robust evidence that government-owned firms exhibit higher market valuation than 

non-government-owned firms, but the relation is not linear. The benefits of government ownership in 

terms of value premium extend to closely held firms where the government is a second blockholder. 

These effects stem from the financing decisions of government-owned firms and from the discount rate of 

cash flows, and hold prior to and during the recent global financial crisis. Additional analyses suggest that 

the effect of government ownership on valuation is influenced by financial market development and the 

quality of government and institutions in place. Collectively, our results imply that government 

involvement in private firms can be valuable. 
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