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ABSTRACT

        We present a model of the effects of legal protection of minority shareholders and of cash

flow ownership by a controlling shareholder on the valuation of firms.  We then test this model

using a sample of 371 large firms from 27 wealthy economies.  Consistent with the model, we find

evidence of higher valuation of firms in countries with better protection of minority shareholders,

and weaker evidence of the benefits of higher cash flow ownership by controlling shareholders for

corporate valuation.

Rafael La Porta Florencio Lopez-de-Silanes
Department of Economics Kennedy School of Government
Harvard University Harvard University
Cambridge, MA 02138 79 JFK Street
and NBER Cambridge, MA 02138 

and NBER
f_lopezdesilanes@harvard.edu

Andrei Shleifer Robert W. Vishny
Department of Economics Graduate School of Business
Littauer M9 The University of Chicago
Harvard University 1101 E. 58th Street
Cambridge, MA 02138 Chicago, IL 60637
and NBER and NBER
ashleifer@harvard.edu vishny@gsb.uchicago.edu






















































































