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Abstract / Synopsis
We study the impact of government ownership on foreign direct investment by emerging market firms.
We provide a more sophisticated discussion of the typical arguments that suggests a negative
relationship by integrating arguments from the resource-based view and agency theory to argue that
the relationship between government ownership and foreign direct investment is non-linear, following
an s-curve relationship. Specifically, we classify state-owned firms by their increasing level of
government ownership into four ranges (minority, intermediate, majority, and dominant stateownership) and propose that the interaction between government control and support results in
changes from higher foreign investment for private ownership, to lower for minority state-ownership,
back to higher for intermediate state-ownership and finally down to lower for majority and dominant
state-ownership. The results support our argument and suggest that the inflection point in the S-curve
relationship is 20% and 43% of government ownership
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