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A The Production Development Corporation

The Production Development Corporation – or CORFO due to its spanish acronym (Corpo-
ración de Fomento de la Producción en Chile) – was founded in 1939 under the government
of Pedro Aguirre Cerda (1938-1941), remains nowadays an important part of the state, and
is perceived as an important partner of the business world. This public entity was created by
law number 6334, and intended to promote the country’s industrialization and development.
Although its intellectual roots can be found in the Great Depression in 1929, it was actually
created at the same time than the Reconstruction Corporation, which was in charge of helping
with the reconstruction after an earthquake hit the south of Chile (Chillán, January 1939).

The 1939-1970 period Initially, the Production Development Corporation was managed
by the Ministry of Finance, the Ministry of Development, the Ministry of Agriculture, and the
President of the Central Bank, among others. Among the goals of the Corporation we found:
(i) formulate a plan promoting production, (ii) collaborate with the public and private sectors,
and (iii) promote consumption of national products, among others (Article N. 22). The leaders
of the Corporation made the electricity and steel sectors priority areas. The operations began
with what were known as Planes de Acción Inmediata (Immediate Action Plans) to mitigate
the earthquake’s impacts. These plans were followed by the creation of the National Elec-
tricity Company (Empresa Nacional de Electricidad, ENDESA) and the Pacific Steel Com-
pany (Compañı́a de Aceros del Pacı́fico, CAP S.A.). In the 1960s the Corporation assisted
an important investment plan, creating the National Telecommunications Company (Empresa
Nacional de Telecomunicaciones, Entel) and the National Television (Televisión Nacional de
Chile, TVN), among others. All in all, the corporation acted as an ally of the private sector until
the victory of the Popular Unity in the 1970 presidential elections.

Appendix I in Hachette and Lüders (1992) provides the complete list of firms under the
umbrella of the Corporation in 1970, 1973, 1983 and 1989.
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Figure A.1: Business ownership data before 1970

(a) Movimiento de Acción Popular (1972) (b) Santiago Stock Exchange (1960, 1970)
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Figure A.2: An example of indirect control in a connected privatization

Julio Ponce Lerou Julio Ponce Lerou Julio Ponce Lerou Julio Ponce Lerou Julio Ponce Lerou

Norte Grande Norte Grande

Oro Blanco Oro Blanco Oro Blanco

Calichera Calichera Calichera Calichera

SQM SQM SQM SQM
SQM-A 7 out of 8

directors

V: 84 % C: 84 % V: 79 % C: 79 %

V: 47 % C: 47 % V: 47 % C: 40 % V: 47 % C: 37 %

V: 4 % C: 4 % V: 57 % C: 57 % V: 56 % C: 26 % V: 52 % C: 21 % V: 58 % C: 22 %

V: 20 % C: 11 % V: 20 % C: 5 % V: 29 % C: 6 %
V: 25 % C: 4 %

1986 1990 1991 1992 1993

Privatization Calichera’s IPO Oro Blanco’s IPO Norte Grande’s IPO ADR issuance, dual class
shares (SQM-B)

Dictatorship Democracy

Notes: This figure provides an example of the evolution of controlling stakes in the Chemical and Mining Society of Chile (SQM),
the largest Chilean non-metallic mining company which was privatized during the Pinochet years. This firm is an observation in our
data and corresponds to a firm bought by a “connected buyer.” Besides showing how indirect control appears over time, the figure
presents information about voting rights (in bold text, “V: x%”) and cash-flow rights (in bold italics, “C: x%”) in each year. Source:
Own construction using administrative data from the Superintendencia de Valores y Seguros.
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Table A.1: Definition of variables and sources

Definition Source

Sample (1) (2)

Universe of firms All Firms listed in Chile’s stock market (setA) SVS

Privatized firms Firms privatized by Pinochet and with reports (set B, with B ⇢ A) SVS, Congress Report (2004)

Control firms Firms which operated at the same time than privatized firms but re-
mained private (set C, with C ⇢ A and C \ B = ;) SVS

Outcomes

Business groups Firms under the same controller belong to the same group. Controllers
own more than 50% of the firm. Detected using ownership data. SVS

Old business groups Business groups operating before Pinochet (1960, 1970). Detected us-
ing ownership data.

Santiago Stock Exchange (1960, 1970);
Lagos (1962); Movimiento de Acción
Popular (1972); Aguirre (2017)

New business groups Business groups operating after Pinochet which did not existed before.
Detected using ownership data. SVS minus old business groups

Pyramid Indicator for firms part of a pyramid, detected when group has more
than two layers or some firm in group with wedge di↵erent than zero SVS

Wedge Indicator for di↵erence between cash and voting rights greater than zero SVS

Provider Indicator for firms providing net loans larger than 5% of assets

Receiver Indicator for firms providing net loans smaller than -5% of assets

Pre-privatization variables

Assets Three-year average of assets before the year of privatization Balance sheets (SVS)

Return over equity Three-year average of earnings before interest, taxes, and depreciation Balance sheets (SVS)

Sales Three-year average of sales, measured in monetary units Balance sheets (SVS)

Leverage Three-year average of debt over assets before the year of privatization Balance sheets (SVS)

Other

Industries Own classification reading description of activities and using two-digit
industries

Annual reports, United
Nations (2008)

Notes: This table presents definitions and sources for all variables used in the paper. Balance sheets and annual reports for each
firm-year come from the Superintendencia de Valores y Seguros (SVS).
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Table A.2: Underpricing in privatization and connected buyers

Dependent variable: Underpricing in privatization

(1) (2) (3)

Firm sold to connected buyer 0.21* 0.20 0.24*
(0.12) (0.13) (0.14)

Observations 50 50 50
R-squared 0.055 0.158 0.190
Industry fixed e↵ects X X
Pre-privatization controls X
Avg. dep. variable (unconnected) -0.01 -0.01 -0.01

Notes: Each observation is a privatized firm. All firms in our sample were privatized in the
period 1973–1989. Robust standard errors in parenthesis. Significance level: *** p < 0.01, **
p < 0.05, * p < 0.1.
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Table A.3: Additional results, year of privatization and buyer connectedness

Dependent variable: Indicator for firm sold to connected buyer

(1) (2) (3) (4)

Privatized after the economic crisis 0.23* 0.39** 0.26* 0.37
(0.14) (0.19) (0.14) (0.25)

Privatized firms 50 50 50 50
Industry fixed e↵ects X X
Pre-privatization controls X X
R-squared 0.06 0.28 0.07 0.25

Notes: In this table each observation is a firm and coe�cients correspond to cross-sectional
estimates of the linear probability model in equation (3) in the subsample of privatized firms. All
firms in the sample were privatized in the period 1973–1989. Significance level: *** p < 0.01,
** p < 0.05, * p < 0.1. More details in section 6.1.
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Table A.4: Additional results, coe�cients for controls

Dependent variable: Indicator firm belongs to business group in 1990

Any group New group Old group

(1) (2) (3) (4) (5) (6)

Firm privatized by Pinochet 0.47*** 0.38* 0.37*** 0.32** 0.09 0.06
(0.16) (0.19) (0.13) (0.16) (0.18) (0.19)
[0.00] [0.06] [0.00] [0.03] [0.60] [0.78]

Firm sold to connected buyer 0.14 0.08 0.06
(0.14) (0.14) (0.16)
[0.36] [0.47] [0.72]

Log total assets before priv. 0.01 0.01 -0.01 -0.01 0.02 0.03
(0.02) (0.02) (0.02) (0.02) (0.03) (0.03)

Leverage before priv. -0.12 -0.11 0.07 0.08 -0.19 -0.18
(0.23) (0.23) (0.17) (0.17) (0.27) (0.28)

Log sales before priv. -0.02* -0.02 -0.01 -0.01 -0.01 -0.01
(0.01) (0.02) (0.01) (0.01) (0.02) (0.02)

Return over equity before priv. -0.16 -0.14 -0.04 -0.03 -0.12 -0.12
(0.25) (0.25) (0.19) (0.20) (0.30) (0.30)

Firms 79 79 79 79 79 79
Industry fixed e↵ects X X X X X X
Avg. dep. variable (non-privatized) 0.41 0.41 0.07 0.07 0.55 0.55

Notes: In this table each observation is a firm and coe�cients correspond to cross-sectional
estimates of the linear probability models in equations (3) and (4). All privatizations occurred
in the period 1973–1989. Firms in the control group operated during the same period of time
but remained private throughout these years. Robust standard errors in parenthesis and p-values
correcting for small sample inference in square brackets. Significance level: *** p < 0.01, **
p < 0.05, * p < 0.1. More details in section 6.1.
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Table A.5: Robustness of results, privatization and business groups

Dep. variable: Indicator firm belongs to business group at some point in period 1991-2005

Any group New group Old group

(1) (2) (3) (4) (5) (6)

Firm privatized by Pinochet 0.28** 0.21 0.34** 0.27 -0.06 -0.06
(0.13) (0.15) (0.16) (0.18) (0.18) (0.20)
[0.05] [0.18] [0.02] [0.10] [0.75] [0.76]

Firm sold to connected buyer 0.11 0.10 0.00
(0.10) (0.14) (0.16)
[0.40] [0.43] [0.97]

Firms 79 79 79 79 79 79
Industry fixed e↵ects X X X X X X
Pre-privatization controls X X X X X X
Avg. dep. variable (non-privatized) 0.41 0.41 0.07 0.07 0.55 0.55

Notes: In this table each observation is a firm and coe�cients correspond to cross-sectional
estimates of the linear probability models in equations (3) and (4). All privatizations occurred
in the period 1973–1989. Firms in the control group operated during the same period of time
but remained private throughout these years. Robust standard errors in parenthesis and p-values
correcting for small sample inference in square brackets. Significance level: *** p < 0.01, **
p < 0.05, * p < 0.1. More details in section 6.1.
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Table A.6: Robustness, role within groups

Pyramid Wedge Providers Receivers

Firm privatized by Pinochet 0.25 0.07 0.17 -0.08 -0.03 -0.22 0.02 0.05
(0.26) (0.29) (0.27) (0.31) (0.16) (0.17) (0.05) (0.07)

Firm sold to connected buyer 0.23* 0.30* 0.24** -0.04
(0.13) (0.18) (0.10) (0.04)

Firms 48 48 48 48 48 48 48 48
Industry fixed e↵ects X X X X X X X X
Pre-privatization controls X X X X X X X X
Avg. dep. variable (non-privatized) 0.58 0.58 0.58 0.58 0.27 0.27 0.07 0.07

Notes: In this table each observation is a firm and coe�cients correspond to cross-sectional estimates of the linear probability models
in equations (3) and (4). We focus on the subsample of firms that were part of a business group in 1990. All privatizations occurred
in the period 1973–1989. Firms in the control group operated during the same period of time but remained private throughout these
years. Robust standard errors in parenthesis and p-values correcting for small sample inference in square brackets. Significance level:
*** p < 0.01, ** p < 0.05, * p < 0.1. More details in section 6.2.

x



Table A.7: Robustness of results, additional business group patterns

Truncate
matching

Matching
control

Matching
k-neighbor

Control
group

Drops
takeovers

Coe�cient
stability

Journalistic
investig.

Extended
sample

Business group (eq. 3) (1) (2) (3) (4) (5) (6) (7) (8)

Firm privatized by Pinochet 0.43** 0.44*** 0.18 0.34 0.41** 0.86 0.47*** 0.23
(0.18) (0.15) (0.17) (0.31) (0.17) (0.16) (0.14)

Business group (eq. 4)
Firm privatized by Pinochet 0.34 0.37 0.18 0.24 0.24 0.83 0.38* 0.10

(0.26) (0.15) (0.17) (0.41) (0.23) (0.19) (0.16)
Firm sold to connected buyer 0.16 0.13 0.29** 0.15 0.25 -0.12 0.14 0.25*

(0.19) (0.15) (0.14) (0.30) (0.17) (0.14) (0.14)
New business group (eq. 4)
Firm privatized by Pinochet 0.34 0.35** 0.24*** 0.25 0.42** 0.85 0.32** 0.12

(0.26) (0.17) (0.07) (0.23) (0.16) (0.16) (0.13)
Firm sold to connected buyer 0.16 0.11 0.19 -0.04 -0.11 0.19 0.08 0.15

(0.19) (0.14) (0.13) (0.16) (0.14) (0.14) (0.13)
Old business group (eq. 3)
Firm privatized by Pinochet -0.07 0.03 -0.06 0.12 0.07 0.19 0.09 0.03

(0.20) (0.18) (0.17) (0.31) (0.20) (0.18) (0.15)
Old business group (eq. 4)
Firm privatized by Pinochet -0.17 0.02 -0.06 -0.00 -0.18 -0.02 0.06 -0.02

(0.20) (0.19) (0.17) (0.41) (0.20) (0.19) (0.16)
Firm sold to connected buyer 0.19 0.02 0.10 0.19 0.36** 0.14 0.06 0.11

(0.25) (0.17) (0.13) (0.30) (0.17) (0.16) (0.16)
Firms 49 79 79 36 68 79 79 112
Industry fixed e↵ects X X X X X X X X
Pre-privatization controls X X X X X X X X

Notes: In this table each observation is a firm and estimates come from a di↵erent estimation strategy. “Eq. 3” refers to the econo-
metric specification in equation (3) and “Eq. 4” to the specification in (4). All privatizations occurred in the period 1973–1989. Firms
in the control group operated during the same period of time but remained private throughout these years. Columns 1-3 o↵er three
di↵erent matching estimators. Column 4 includes an additional control for group a�liation in 1970 (subsample with available infor-
mation). Column 5 drops from the estimation the few firms with takeovers. Column 6 implements the coe�cient stability method
proposed by Altonji et al. (2005) and extended by Oster (2019). Column 7 uses a di↵erent definition of “connected buyers.” Finally,
column 8 includes more firms in the control group by relaxing the data requirements. See section 6.3 for details. Robust standard
errors in parentheses. Significance level: *** p < 0.01, ** p < 0.05, * p < 0.1.
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Table A.8: Robustness of results, after the economic crisis (1984)

Truncate
matching

Matching
control

Matching
k-neighbor

Control
group

Drops
takeovers

Coe�cient
stability

Journalistic
investig.

Extended
sample

Business group (1) (2) (3) (4) (5) (6) (7) (8)

Privatized after the economic crisis 0.40* 0.39** 0.11 0.33 0.38** 0.95 0.45*** 0.25*
(0.22) (0.17) (0.10) (0.32) (0.19) (0.17) (0.15)

Privatized before the economic crisis 0.52* 0.58*** 0.14 0.49 0.59*** 1.58 0.56*** 0.17
(0.30) (0.19) (0.27) (0.56) (0.21) (0.19) (0.20)

New business group
Privatized after the economic crisis 0.49*** 0.48*** 0.39*** 0.24 0.36** 0.90 0.40*** 0.23*

(0.17) (0.14) (0.09) (0.18) (0.13) (0.13) (0.13)
Privatized before the economic crisis 0.51* 0.21 0.05 -0.03 0.32 1.24 0.24 0.08

(0.30) (0.22) (0.05) (0.23) (0.20) (0.22) (0.15)
Old business group
Privatized after the economic crisis -0.09 -0.09 -0.29 0.09 0.02 0.38 0.05 0.01

(0.20) (0.17) (0.12) (0.33) (0.20) (0.18) (0.15)
Privatized before the economic crisis 0.01 0.36 0.09 0.52 0.28 0.99 0.32 0.09

(0.48) (0.30) (0.27) (0.57) (0.32) (0.28) (0.22)
Firms 49 79 79 36 68 79 79 112
Industry fixed e↵ects X X X X X X X X
Pre-privatization controls X X X X X X X X

Notes: In this table each observation is a firm and estimates come from a di↵erent estimation strategy. All privatizations occurred
in the period 1973–1989. Firms in the control group operated during the same period of time but remained private throughout these
years. Columns 1-3 o↵er three di↵erent matching estimators. Column 4 includes an additional control for group a�liation in 1970
(subsample with available information). Column 5 drops from the estimation the few firms with takeovers. Column 6 implements
the coe�cient stability method proposed by Altonji et al. (2005) and extended by Oster (2019). Column 7 uses a di↵erent definition
of “connected buyers.” Finally, column 8 includes more firms in the control group by relaxing the data requirements. See section 6.3
for details. Robust standard errors in parentheses. Significance level: *** p < 0.01, ** p < 0.05, * p < 0.1.
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Table A.9: Robustness of results, after the economic crisis (1985)

Truncate
matching

Matching
control

Matching
k-neighbor

Control
group

Drops
takeovers

Coe�cient
stability

Journalistic
investig.

Extended
sample

Business group (1) (2) (3) (4) (5) (6) (7) (8)

Privatized after the economic crisis 0.33 0.30 0.04 0.14 0.28 0.76 0.37* 0.17
(0.23) (0.19) (0.11) (0.37) (0.21) (0.19) (0.16)

Privatized before the economic crisis 0.56*** 0.59*** 0.08 0.49 0.60*** 1.53 0.61*** 0.31*
(0.17) (0.14) (0.21) (0.29) (0.15) (0.14) (0.16)

New business group
Privatized after the economic crisis 0.53** 0.51*** 0.42*** 0.23 0.38** 0.95 0.43*** 0.24*

(0.20) (0.16) (0.11) (0.19) (0.15) (0.14) (0.14)
Privatized before the economic crisis 0.46** 0.30* 0.08 0.21 0.31* 1.29 0.28 0.13

(0.22) (0.18) (0.05) (0.22) (0.17) (0.17) (0.14)
Old business group
Privatized after the economic crisis -0.19 -0.21 -0.38*** -0.09 -0.10 0.07 -0.06 -0.07

(0.22) (0.19) (0.13) (0.34) (0.21) (0.19) (0.16)
Privatized before the economic crisis 0.10 0.29 0.00 0.28 0.30 0.89 0.34 0.18

(0.28) (0.21) (0.22) (0.32) (0.24) (0.21) (0.18)
Firms 49 79 79 36 68 79 79 112
Industry fixed e↵ects X X X X X X X X
Pre-privatization controls X X X X X X X X

Notes: In this table each observation is a firm and estimates come from a di↵erent estimation strategy. All privatizations occurred
in the period 1973–1989. Firms in the control group operated during the same period of time but remained private throughout these
years. Columns 1-3 o↵er three di↵erent matching estimators. Column 4 includes an additional control for group a�liation in 1970
(subsample with available information). Column 5 drops from the estimation the few firms with takeovers. Column 6 implements
the coe�cient stability method proposed by Altonji et al. (2005) and extended by Oster (2019). Column 7 uses a di↵erent definition
of “connected buyers.” Finally, column 8 includes more firms in the control group by relaxing the data requirements. See section 6.3
for details. Robust standard errors in parentheses. Significance level: *** p < 0.01, ** p < 0.05, * p < 0.1.

xiii



Table A.10: Robustness of results, firms within groups

Truncate
matching

Matching
control

Matching
k-neighbor

Control
group

Drops
takeovers

Coe�cient
stability

Journalistic
investig.

Extended
sample

Pyramid (eq. 3) (1) (2) (3) (4) (5) (6) (7) (8)

Firm privatized by Pinochet 0.18 0.21 0.24* 0.44 0.41** 0.27 0.29* 0.12
(0.23) (0.18) (0.13) (0.34) (0.19) (0.18) (0.13)

Wedge (eq. 3)
Firm privatized by Pinochet 0.04 0.10 0.08 0.24 0.30 0.20 0.16 -0.06

(0.23) (0.19) (0.13) (0.36) (0.20) (0.19) (0.14)
Provider (eq. 3)
Firm privatized by Pinochet 0.04 0.06 -0.08 0.01 0.09 0.41 0.09 0.07

(0.13) (0.11) (0.11) (0.21) (0.11) (0.10) (0.08)
Receiver (eq. 3)
Firm privatized by Pinochet -0.07 -0.05 -0.02 -0.02 -0.05 -0.17 -0.05 -0.10**

(0.07) (0.06) (0.06) (0.08) (0.06) (0.06) (0.04)
Receiver (eq. 4)
Firm privatized by Pinochet -0.08 -0.04 -0.02 0.04 -0.05 -0.16 -0.04 -0.10*

(0.08) (0.07) (0.06) (0.09) (0.08) (0.06) (0.05)
Firm sold to connected buyer 0.01 -0.02 -0.04 -0.05 0.01 0.02 -0.09 -0.00

(0.06) (0.05) (0.05) (0.11) (0.05) (0.05) (0.05)
Firms 49 79 79 36 68 79 79 112
Industry fixed e↵ects X X X X X X X X
Pre-privatization controls X X X X X X X X

Notes: In this table each observation is a firm and estimates come from a di↵erent estimation strategy. “Eq. 3” refers to the econo-
metric specification in equation (3) and “Eq. 4” to the specification in (4). All privatizations occurred in the period 1973–1989. Firms
in the control group operated during the same period of time but remained private throughout these years. Columns 1-3 o↵er three
di↵erent matching estimators. Column 4 includes an additional control for group a�liation in 1970 (subsample with available infor-
mation). Column 5 drops from the estimation the few firms with takeovers. Column 6 implements the coe�cient stability method
proposed by Altonji et al. (2005) and extended by Oster (2019). Column 7 uses a di↵erent definition of “connected buyers.” Finally,
column 8 includes more firms in the control group by relaxing the data requirements. See section 6.3 for details. Robust standard
errors in parentheses. Significance level: *** p < 0.01, ** p < 0.05, * p < 0.1.
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Table A.11: Flexible size control, business group

Business group New group Old group

(1) (2) (3)

Firm privatized by Pinochet 0.44*** 0.40*** 0.04
(0.15) (0.13) (0.17)

Firms 79 79 79
Industry fixed e↵ects X X X
Flexible size control X X X
Other pre-privatization controls X X X

Notes: In this table each observation is a firm and estimates come from equation (3). All
privatizations occurred in the period 1973–1989. Firms in the control group operated during
the same period of time but remained private throughout these years. The main di↵erence with
the results in the paper is the inclusion a flexible control for firm size pre-privatization, i.e.
indicators for quartiles of the size distribution as measured by assets. See section 6.3 for details.
Robust standard errors in parentheses. Significance level: *** p < 0.01, ** p < 0.05, * p < 0.1.
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Table A.12: Flexible size control, economic crisis

Before/after 1984 Before/after 1985

New group Old group New group Old group

(1) (2) (3) (4)

Privatized after the crisis 0.52*** -0.10 0.52*** -0.21
(0.14) (0.17) (0.16) (0.19)

Privatized before the crisis 0.13 0.38 0.28 0.30
(0.25) (0.33) (0.17) (0.21)

Firms 79 79 79 79
Industry fixed e↵ects X X X X
Flexible size control X X X X
Other pre-privatization controls X X X X

Notes: In this table each observation is a firm and estimates come from equation (3). All
privatizations occurred in the period 1973–1989. Firms in the control group operated during
the same period of time but remained private throughout these years. The main di↵erence with
the results in the paper is the inclusion a flexible control for firm size pre-privatization, i.e.
indicators for quartiles of the size distribution as measured by assets. See section 6.3 for details.
Robust standard errors in parentheses. Significance level: *** p < 0.01, ** p < 0.05, * p < 0.1.
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Table A.13: Flexible size control, role within groups

Pyramid Wedge Providers Receivers

(1) (2) (3) (4)

Firm privatized by Pinochet 0.03 -0.07 -0.08 -0.04
(0.20) (0.20) (0.12) (0.07)

Firm sold to connected buyer 0.40*** 0.40** 0.19* -0.02
(0.15) (0.15) (0.10) (0.05)

Firms 79 79 79 79
Industry fixed e↵ects X X X X
Flexible size control X X X X
Other pre-privatization controls X X X X

Notes: In this table each observation is a firm and estimates come from equation (3). All
privatizations occurred in the period 1973–1989. Firms in the control group operated during
the same period of time but remained private throughout these years. The main di↵erence with
the results in the paper is the inclusion a flexible control for firm size pre-privatization, i.e.
indicators for quartiles of the size distribution as measured by assets. See section 6.3 for details.
Robust standard errors in parentheses. Significance level: *** p < 0.01, ** p < 0.05, * p < 0.1.
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