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A Study on Comparison on the Cost of Capital

between Public Sector and Private Sector
By Tota Nakayama and Takayuki Minato

Recently, there have been various arguments on privatization of public enterprises. The interest of this paper is to take the cost
of capital into consideration. The theoretical argument is required to develop discussions to see whether some privatization is

worthy from cost point of view.

In this research, first, the structure of cost of capital of the public sectors is clarified by considering the conditions of both
public and private enterprises. Finally, the analysis is applied for evaluation by taking public gas enterprises as an example to

show if privatization is reasonable.

key words] cost of capital, privatization, cash flow, valuation
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