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Worker information and firm disclosure: Analysis of French workplace
data

Abstract

Information disclosure requirements significantigrieased in French listed companies in the
early 2000s, converging toward the U.S./U.K. stookrket standards. Following the
burgeoning literature on relations between corpergovernance and labor, we investigate
the consequences of this process regarding workKermation: does more information for
shareholders mean more information for workers? Ydke advantage of a French
(representative) establishment survey that gensratinked ‘employer—employee
representative’ information at two points in tind®98 and 2004. Our results strongly suggest
that worker information has improved in listed c@nigs but not in private ones, as an
externality of the financialization process.
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Information des salariés et réglementation boursiés:
Analyse sur données d’établissements francais

Résumé

Les sociétés cotées sont aujourd’hui soumises a cmetrainte de transparence
informationnelle a I'égard des actionnaires — ainte totalement absente dans le cas de
sociétés non cotées (qu'il s'agisse de la stratigige, de la rémunération des dirigeants,
etc.). Ce critere de transparence est porté dda#o les investisseurs et le droit boursier : sur
la derniere décennie, la réglementation en mateéreivulgation d’'informationdisclosure
s’est considérablement renforcée en France (cf. g@@@mple la loi sur les Nouvelles
Régulations Economiques de 2001), rapprochant ém des standards boursiers nord-
americains. Cet article, qui s’inscrit dans laéli#tture sur les liens entre gouvernance
d’entreprise et emploi, s’interroge sur les conséges de ce mouvement pour les salariés :
ont-ils profité de cette transparence accrue pogmenter I'information dont ils disposent
sur la gestion de leur entreprise ? La questiostrnpas neutre : si l'information est une
ressource cruciale pour les investisseurs, ellst 'également pour les salariés. Une
information précise accroit leur capacité et caéideurs représentants a controler la direction
et permet une meilleure allocation de leur capitathain spécifique.

Nous utilisons les enquétes REPONSE 1998 et 20@4paytent sur 3000 établissements
représentatifs du tissu productif francais. La mf@adle I'information sur différents sujets
(stratégie, conséquences sociales et environnelegmta I'activité, etc.) est estimée a partir
de réponses fournies par les représentants deelgidn mais également par des représentants
du personnel. La stratégie d'identification (deffée de la cotation sur la qualité de
l'information) utilise la dimension du marché (lbseersusinternational) comme instrument
de la cotation. Les résultats montrent que, po@42Ges salariés travaillant dans des firmes
cotées disposent d’'un surcroit d’'information, 8 bujets spécifiguement couverts par la
réglementation boursiere. En revanche, nous n’gbsser aucune relation semblable sur



I'échantillon 1998 de I'enquéte, avant la vaguedfermes boursieres. Ces résultats tendent a
montrer que les exigences de transparence portgeleg investisseurs institutionnels et la
réglementation boursiére ont permis aux salariésadditre I'information stratégique a leur
disposition.



Introduction

Over the last two decades, stock market activigystaarply grown in the U.S. as well
as in Europe. At the same time, there has beem@&naoous increase in equity holdings by
financial investors managing diversified portfolids the detriment of households, cross-
holdings by non-financial companies and the Stdibkis evolution has caused deep
transformations at the corporate level; in paricustock price has become a crucial metric
for the corporate management of listed companig¢k shares that are traded on regulated
markets. In terms of corporate governance, thereevislence of significant evolution
underway since the beginning of the 1990s thatlessn driven by (minority) shareholder
activism and regulatory changes. Regarding boantposition, inside directors have steadily
declined to the benefit of outsiders. These ‘inael@at’ directors are considered to be less
captured by the internal (managerial) perspectivé m a better position to favor stock
market evaluation with respect to corporate condGairdon, 2007). Regarding executive
remuneration, stock-based compensation has gaméugortance, with stock options and
restricted stock now being a key component of manalgcompensation in the U.S., U.K.
and France (e.g., Jensen, Murphy and Wruck, 200th&U.S.). Altogether, these evolutions
have increased the sensitivity of corporate exeestio the interests of minority shareholders,
thereby promoting a shareholder-value-oriented @gpr to managing a business (Useem,
1996; O’Sullivan, 2000; Hansmann and Kraakman, 20@te, 2008; Lazonick, 2008).
Growing attention is now paid to the implicationf this ‘financialization’ process for
employment and industrial relations (Froud, Hasldohal and Williams, 2000; Gospel and
Pendleton, 2004; Jacoby, 2005). For example, omghtnguspect that the prioritization of
shareholder interests has altered the distribubibadded value between shareholders and
workers to the detriment of the latter. Also, anorerecently, some studies have explored the

influence of corporate governance and ownershipgcttire on human resource management



practices (Jackson, Hopner and Kurdelbusch, 208ehby, Nason and Saguchi, 20BEick,
Gospel and Pendleton, 2007; Conway, Deakin, KonaeimPetit, Rebérioux and Wilkinson,
2008; Perraudin, Petit and Rebérioux, 2008).

There is, however, one aspect of this processylikelinfluence labor relations that has
received little consideration until now: the ingean information disclosure and transparency
requirements faced by corporate executives. Minoshareholders (whether financial
investors or households) are at a distance fromfithe management. As such, they need
reliable information on the company’s prior perfamse and future prospects, so as to make
accurate sell and buy decisions (Black, 2000). dfoee, information is a critical resource for
financial investors and demand for greater andebetporting is a key component of the
financialization process: listed companies are ursteong pressure by shareholders and
regulators to regularly disclose financial and fimancial information, contrary to private,
non-listed companies. Considering that informatisna non-rival good, almost freely
accessible once produced, it might then be conedtthat worker access to information has
increased with enhanced disclosure requiremengesiive externality of the financialization
process. This article empirically examines this sgio@ by comparing the extent of
information sharing in listed and non-listed comipan

The intensity of information sharing with workers an important topic for industrial
relations, insofar as information regarding the pany’s past and future prospects is a
critical resource not just for shareholders, babdbr workers and their representatives: .

« First, information provision to workers helps thémadequately adjust their level of
investment in firm-specific human capital by in@eg the accuracy of their expectations
regarding the firm’s future prospects. A humberstifdies have acknowledged the growing
significance of firm-specific human capital on finperformance and economic growth (e.g.,

Blair and Wallman, 2001; Corrado, Hulten and Sic€06). Importantly, it is now widely



recognized that workers investing in firm-spechieman capital have a residual claim on the
(uncertain) firm’s future value, like stockholdars/esting at risk in the company’s shares
(Blair, 2000; Zingales, 2000): as such, more infation means better investment.

» Second, the limitations of information asymmetrp@d help to enhance managerial
accountability by improving the ability of workets monitor (together with shareholders)
corporate executives (Gelter, 2009). It is espBcighluable in countries where worker
involvement is legally supported, as in contineatope, with codetermination in the form
of board-level participation (as in Germany) orhwtrong rights for work councils (as in
France). It should therefore come as no surprige@erman trade unionists tend to consider
transparency as a tool for codetermination, therglgyporting financial investors in their
demand for reliable information (Jackseinal, 2004).

» Last, but not least, information disclosure to vewsk provides their representatives
with information that might be valuable in collaaibargaining. Although the net effect on
wage is open to debdtehoth theory and evidence strongly suggest thatrimétion sharing
tends to shorten and ease the negotiation procebdecrease the probability of a strike
(Morishima, 1991).

In sum, both workers and (ultimately) economicadincy should benefit from a decrease in
information asymmetry with manageméhfccordingly, although shareholders and workers
interests might be opposed considering the digtabwf economic value added, this is not
the case in terms of information. It is likely thadth parts align their interestgs-a-vis
management, sharing a common interest in greasetodure (Kostant, 1999; Jacksenal,
2004).

Our empirical analysis used French enterprise ddta.French case is interesting for at least

two reasons:



e« On one hand, evolution of the French model of caf® governance has been
particularly dramatic over the 1995-2005 periodthwthe growing presence of investment
funds (Anglo-Saxon and French) in the equity camfalisted companies and far-reaching
transformations in securities and corporate lawpdrticular, between 2001 and 2003, a new
regulation on information disclosure was develofmdlisted companies, largely along the
lines of the financial disclosure requirements ok tU.S. Securities and Exchange
Commission (S.E.C.) model. Therefore, France ctuiei a noticeable opportunity to
highlight (broadly defined) institutional transfoations in the corporate sector and the way
these transformations have impacted labor and triduselations inside firms.

* On the other hand, we took advantage of a large skt that allowed us to consider
the quality of information communicated to workers details. TheREPONSE survey,
conducted in 1998 and 2004 by the Research andt®&mDepartment of the French Ministry
of Labor (DARES), has, to a large degree, been tedden WERS (the Workplace
Employment Relations Survey carried out in the ).IK.aims to provide an account of the
state of employment relations and working life desFrench workplaces. Both in 1998 and
2004, the surveyed sample is representative oblesttenents with 20 workers or more in the
French productive sector, excluding the agricultuaad the public sectors. In each
establishment, one senior managead one employee representative were questioned on a
large range of topics, including industrial relagplabor organization, firm ownership and the
competitive environment. As such, this survey gatex an ‘employer-employee
representative’ linked datasétn this paper, we took full advantage of this jwatr design
by using answers from these two different typeaabdrs.

Our findings might be summarized as follows. Wosker listed companies have access, in
the mid-2000s, to extra information in comparisonmorkers employed in non-listed firms,

controlling for a large set of observable charasties at the firm and workforce levels. This



(cross-sectional) evidence is robust to a battériests, whereas an instrumental variables
approach supports an interpretation in terms o$alty. We interpret this evidence as a side
effect resulting from strong transparency requinetmetowards shareholders faced by
managers in listed firms. Coherent with this intetation, we also observe that this extra
information runs directly from managers to workeasher than through the mediation of
worker representatives and mostly concerns st@ggpects of business conduct, rather than
topics more directly connected to the shop floacksas employment prospects). Last, but not
least, we find no such evidence in 1998, beforerges of regulatory changes increased the
disclosure requirements for listed firms: by thel @f the 1990s, being employed in a listed
company is not associated with better informatibtin@ workplace.

The article is ordered as follows. Part 2 sets it relationships between disclosure
requirements and worker access to informationstedi companies in greater detail. Part 3
presents the dataset and the empirical strategy4RhAscusses the main findings, and part 5

concludes.

Information disclosure in listed companies: the (ewlving) French model

In the U.S., and from a legal point of view, théfatience between listed and non-
listed companies in terms of disclosure is cledr-tisted companies are subject to the
federal securities regulation of the S.E.C., whids had the primary objective, since its
creation by the Securities Exchange Act in 1934ereure that investors and shareholders
have the information necessary to make accuratsides (Brown, 2007). Toward this end,
the S.E.C. provides listed companies with high ddiatls of information reporting and
disclosure, perceived as the core of an effectorgrol of corporate executives in a situation
of separation of ownership and control (Berle andahk, 1932). In contrast, corporate

governance in private companies is only regulatgdtate law, which does not provide a



coherent, strong disclosure regime. This dichotdmg become stronger since the early
2000s, with the surfacing of multiple high profirporate scandals and bankruptcies.
Although institutional investors were putting pne®s on corporate executives for greater
transparency, regulators strengthened disclosuyaireements as a perceived solution to
managerial abuses. A conspicuous example is thieaBes-Oxley Act of 2002, with the
principal objective of protecting and enhancing theancial disclosure integrity of listed
companies. In addition, listed companies are moceraore inclined to ‘voluntarily’ disclose
information, so as to please investors and sebergdlue of their shares.

In France, and generally in continental Europe, ditigation was, until the beginning of the
2000s, quite different. Stock markets were usuddlys active, with a lower degree of
separation between ownership and control (Faccid bang, 2002). Hence, corporate
governance regulation was not as inclined to ptatgoority shareholders from managerial
abuses. Informational needs by minority shareholders amgestors were not considered as
important as they are in the U.S., and corporateclasure regimes were far less
comprehensiveln relation, and considering the French case, égeilator was traditionally
reluctant to make a distinction between listed aod-listed firms, rather discriminating
between companies on the basis of their legal tetg&ociété anonymeSociété en nom
collectif etc.)" Accordingly, there was, once again traditionatiy, specific regulation for
listed companies in terms of reporting and disalesi listedSociété anonymeid not face
different, higher disclosure requirements in congmar to a private one whose shares are
freely transferable, yet not traded on a regulatedket.

A second important difference regarding corporabgegnance was, and still is, worker
involvement, with a range of mechanisms designesligtain the collective voice of workers
in continental Europe (Rebérioux, 2002), contraryhie U.S. In particular, the workforce has

information and consultation rights provided bydabaws, through unions (in Italy and



Sweden) or, more often, through a representatidy,agsually the works council. France is a
good example of those information rights, with anpoehensive regime of disclosure to the
benefit of the works councilcomité d’entreprisg” For example, article L2323-6 of the
Labor code states the followingtke works council is informed and consulted onassihat
concern labor organization, management and genleuginess conduct and, in particular, on
the decisions that might affect the volume andsthecture of the workforce, employment and
working conditions and training (translated). Article L2323-8 also requires coge
officers to transmit to the works council the whebt of documents that have been disclosed
to shareholders, both in and out of general megting

In sum, the two models are opposites, with strorsglasure requirements for minority
shareholders in one case, and for workers in theroHowever, this distinction between the
Anglo-American and European continental modelsarporate governance is progressively
being overturned. The shift of the continental Ep@@n model of shareholding towards the
Anglo-Saxon model is now widely discussed in thenparative literature (see, for example,
Hansmann and Kraakman, 2001).

Concerning France, a dramatic growth in stock ntackpitalization took place over the last
15 years, mostly because of the increasing presainfieancial investors, both resident and
non-resident. Tirole (2006) estimated that onedtloir the capital of French listed companies
was held by non-residents in 2002. In 2005, for ldrgest companies (included in the
CAC40), 46.4% of the equity capital was held by -nesidents, with more than 20% by
British and U.S. funds looking for internationaleisification of their portfolios (Poulain,
2006). This increase in the power of minority shatders in the equity capital of French
companies has been accompanied by a decline irkhumttings, a sharp increase in the
equity-based part of executive remuneration andsa in the proportion of independent

directors at the board level. The entry of new stoes has also put pressure on listed
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companies to adopt a more open form of communicatio parallel, important changes in
securities law and, to a lesser extent, in corpofatv, have strongly enhanced minority
shareholder protection (Lele and Siems, 2006). Abbfyy information disclosure is the area
that has experienced the deepest transformatiomloByg so, a specific regulation for listed
companies has developed, largely along the lingbefinancial disclosure requirements of
the U.S. S.E.C. model.

The distinction between listed and non-listed firhas been clearly adopted by the French
regulator since the beginning of the 2000s, at edtsthe traditional approach. The first step
was the “New Economic Regulation” (N.E.R.) Act ofai 2001, which forced listed
companies, and only them, to disclodeagpport de gestiobusiness report) yearly, including
a document on the general situation of the companlyits expected evolution, as well as a
document detailing how social and environmentakeguences of corporate activity are dealt
with. Concerning executive remuneration, the N.EA&.increased transparency for all of the
Sociétés anonymewhether or not the shares are traded on a regutatirket. However, the
Financial Security Law (August 2001) soon restdcthis obligation to listedSociétés
anonymenly.

In summary, managers in French listed companiee baperienced, over the last 15 years, a
strong pressure by minority shareholders and régrgldor greater and better reporting as a
direct consequence of the financialization procé#s.may conjecture that this evolution has
improved worker (and not just shareholder) infoipratfor at least two reasons. First, and
most directly, works councils have the right toeige all of the (periodic and ongoing)
information communicated to shareholders (seprg. Second, and more broadly, the fact
that corporate executives have to disclose (anefibve process and ‘build’) information for
shareholders allegedly decreases the cost of comatuny this information to workers. If

true, however, one may anticipate that this extfarmation is slightly different from what is
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usually addressed by labor law and communicatesnbgagers. This information should
concern strategic dimensions of the firm’s fututebgl position, rather than ‘shop floor-
related’ issues such as organizational and techci@anges or employment prospects. In sum,
although there were no reasons to posit any difft=e in terms of information access
between workers in listed and private companiesha 1980s or 1990s, it is likely that
workers employed in listed firms now have riched &etter information on a range of topics

related to the firm’s strategy.

Data and empirical strategy
Data and dependant variables (worker information)

The REPONSE survey comes in waves of cross-sectiorial ddnere the same firms
are not necessarily sampled wave after wave. Ih esatablishment, one executive officer
(manager) is questioned in a face-to-face intervaewa large range of topics regarding
industrial relations and labor organization, aslvasl competitive environment. The survey
also entails an interview with an employee reprege@ (when existing), such that this
survey generates an ‘employer-employee represeatéitiked dataset.

In 2004, the data was initially collected from 293@anagers and 1970 employee
representatives. We drop workplaces belonging tn-frofit) associations because they
present highly specific patterns of employment antlstrial relations. We end up with a

dataset, thereafter referred as ‘Sample 1', of 2®3Bablishments where a manager
representative was interviewed. A second dataseteafter referred as ‘Sample 2, includes
1607 establishments where one managelione worker representative were interviewed. We
also use the 1998 survey that provides similareihemployer-employee representative data.

For 1998, ‘Sample 1’ and ‘Sample 2’ include 2380 4844 establishments, respectively.
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For each sample, information on industry and th&osdemographic characteristics of the
workforce is drawn from the DADSDgclaration Administrative de Données Socigles
matched employer-employee administrative datagsettoacted from social security records.
To evaluate the quality of information communicatedvorkers (the dependent variable), we
use in 2004 two sets of questions from the twcedffit questionnaires:

. The manager is asked whether or not the informatiscosed to workers is frequent.
This information covers a range of seven diffetopics: (i) the strategic orientation of the
firm, (ii) the economic situation of the firm, {iithe social and environmental consequences
of the firm’s activities, (iv) the employment prasps at the establishment or firm level, (v)
wage prospects, (vi) training opportunities and@ @iganizational or technological change.

. The worker representative is asked whether or metiriformation he/she receives is
satisfying; the question covers the same set ofdgtas the manager questions.

In 1998, similar questions are raised, albeit wathe difference: the item ‘social and
environmental consequences’ does not éXisSummary statistics (using REPONSE
sampling weight) for these variables are preseintethbles A1 and A2 for 2004 and 1998,
respectively (see Appendix).

In 2004, we observe that for both managers and evomepresentatives, the topics
‘environmental and social consequences’ and ‘wagespects’ rank low in terms of
information sharing, whereas ‘economic situationd dtraining’ are considered to be the
most transparent. The same is true in 1998, widthnamon assessment of both employers and
worker representatives opposing ‘wage prospectsdmmm side and ‘economic situation’ and
‘training’ on the other side. Looking at differerscbetween listed and non-listed firms, we
observe that information is much more frequentstetl companies according to managers in
2004. In 1998, the same difference between listed aon-listed firms is perceptible

according to managers. Interestingly, there isuah glifference between listed and non-listed
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establishments according to worker representattber in 1998 or 2004. Note, however,
that a multiplicity of compounding factors may bestake here, so a multivariate analysis is

required before reaching conclusion on the relatioetween listing and information sharing.

Empirical strategy
Logit models are used to estimate the (logarithrthej odds-ratio of the information

as satisfying or frequent in the establishment atng to the respondent:
In(Pix/1-Pjx) =a + X B + glisted; + &

wherePj is the probability for the respondent in establishiy to estimate that information
on topick ={1,...,7} is frequent or satisfyingy(x= 1). X is a vector of control variables
including respondent’s individual characteristicworkplace characteristics, and firm
characteristics (se@nfra). listed is a dummy variable that takes the value of 1hi t
establishmentbelongs taa listed firm (or is directly listed), O otherwisgis the independent
and identically distributed random noise. The medek unweighted: as such, they provide
within-sample estimates rather than populationestes*

The previous analysis makes no attempt to accaunthe potential endogeneity of a stock
market listing with respect to worker informatioflthough there isa priori no reason to
suspect a reverse causality, it is clear thatnlisis not random. Accordingly, one might
suppose that some unobserved omitted charactsrdtithe firm would imply both a greater
propensity to communicate information to workerd anhigher probability to get listed on a
regulated market.

A common procedure to alleviate endogeneity corxcésrto have an instrumental variable
estimation approach. We use the extent of the rmhaskan instrument: firms that compete on
the global, international market, rather than atrthtional or local level, are more likely to be

listed because stock market listing enables themaise a large amount of equity capital. At
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the same time, there is no reason to supposehbaixtent of the markger sehas any direct
effect on worker information. Our instrumental anlie model is based on a recursive
bivariate probit estimation (e.g., Greene, 2003path our regressor (listing) and outcome
variables (information quality) are binary. In tirst stage, we estimate the odd-ratio of being
listed on a set of regressors including our inseanfnarket sizg The second stage estimates
the odd-ratio of delivering frequent informationcamporating the predicted probability of
listing among regressors. Estimations are simuttas¢o account for the possible correlation

between residuals.

Control variables

At the firm-level, we control for the size (numlzdremployees). At the establishment-
level, we control for the size (humber of employe@ge and state of the market over the
three years preceding the survey (growth, stabtieoline). Concerning the industry, we first
use an indicator that distinguishes between 1@wdifft positions (Naf 16). However, because
industries might be an important determinant ofustdal relations while being correlated
with stock market listing, we also control, in aftative models, for an 85 positions indicator
(Naf 85) and for a 3-digit indicator when possifil&5 positions). By doing so, we intend to
hone in closely enough to industry characteristicms within narrowly defined industries
should a priori choose similar production and organization methadd have similar
workforce compositions, thereby permitting bettbservation of the conditional effects of
stock market listing.
The characteristics of the workforce are taken iatount through the structure of
occupational groups (proportion of managers, supers and technicians), the proportion of
employees aged under 40 and the proportion of woRencerning industrial relations at the

establishment level, the French legal system allokgsinguishing two types of worker
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representative§First, those directly elected by their colleag(eho are potentially, but not
necessarily, union members). As such, they padieipn various consultative bodies:
workplace delegate délégué du personnel works councils domité d’entreprise or
equivalent and health, safety and improvement ofking conditions committee ¢enité
d’hygiéne, de sécurité et des conditions de trawv8icond, union delegates are those directly
nominated by unions. They are the only ones edtitte participate in negotiations with
employer representatives. We therefore introduae dwmmy variables: one indicating the
presence of an elected worker representative bibadyother indicating the presence of a
union deleguates, both at the establishment level.

For 1998, the same variables are used, with twepmians (no information available): the age
structure of the workforce at the establishmentlleand the 3-digit industry indicator.
Summary statistics for the firm and workplace chtmastics are presented in Appendix
Table A3 for 2004 and 1998. The proportion of esthiments belonging to a listed firm is
very stable between the two dates, with 26.3% bv2ind 25.4% in 1998.

We also introduce individual-level information inthhe regressions to characterize the
respondenti.e., the interviewed manager (function and tenure) erwlorker representative
(mandate as representatiVeinion membership, occupation and tenure). Sumrsiatistics

for individual characteristics are available upequest.

Estimation results
Manager questionnaire, 2004

Table 1 shows that there is a positive, significeomditional correlation between
being listed and the quality of information whemsilering managerial assessment in 2004.
Looking at model 1 (logit estimation, 16 positiandustry dummy), we observe that, except

for wage prospects, all of the point estimatessagaificant at the 1, 5 or 10% levels. This
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global correlation between listing and informatfogguency is robust to a narrower definition
of industries (85 positions instead of 16, in ma2elAs an ultimate check regarding sector,
we also control in an alternative specificationhaat 3-digit indicatorthe point estimates are
very similar to model 2, and for all items, thedéwf statistical significance is unchang&d.
Accordingly, industry differences between listed aon-listed firms do not drive our results.
Overall, this correlation is more pronounced fourfatems: the strategy, the economic
situation of the firm, the environmental and socahsequences of the firm’s activities and
training opportunities. Interestingly, these iteare those of greatest interest to financial
investors, with the noticeable exception of tragnis such, they are directly covered by
information disclosure requirements in corporate. lm contrast, information sharing is less
intense regarding shop-floor related issues (enmpéoyt and wage prospects, organizational

and technological changes).
INSERT TABLE 1 ABOUT HERE

Model 3 in Table 1 presents estimates of the biseffects on worker information derived
from the instrumental variable approach. In alltld regressions, the instrument performs
well, with a first stage conditional correlatiorefueen market size and listing) significant at
the 1% level. The results confirm the view thateliscompanies better inform their workers.
Compared with models 1 and 2, the significance llgl@aad point estimates) of the
instrumental variable estimations are increaseaeCagain, information of direct interest to
financial investors (firm’'s strategy, economic aiion and environmental and social
consequences of its activity) stands out as bearfjcplarly related to stock market listing.
Wage prospects is the only item for which listirgsmo impact on information regardless of

the estimation method.
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Worker representative questionnaire, 2004

Estimations from the worker representative questine (see Table 2) display very
different results. Only two items out of seven dihia significant positive conditional
correlation between listing and worker represemééi assessment of information quality:
strategy and economic situation (model 1). Relatikmn these two items are significant at the
5 and 10% levels. With a more precise industry dyniwith 85 positions, see model 2), a
third positive relation appears between listing angironmental and social consequences of
the firm’s activity, albeit with a low level of anificance. Once again, the three topics of main
interest to shareholders and investors stand oberWunning IV estimations (see model 3),
no significant relation persists. Here, we evenl fiour point estimates to be negative (albeit
not significant at the conventional level). In ashell, worker representatives do not consider

information to be more satisfying in listed compemi
INSERT TABLE 2 ABOUT HERE

The difference in the managerial assessment igrgiriTo check whether these differences
are driven by the differences in the sample sizés,re-run the estimations considering
managerial answers in sample 2 (establishments evbee manager and one worker
representative are interviewed). Model (4) in Tablpresents the results of this estimation,
with a 16 positions industry dummy. These resufts \&ery similar to the previous ones:
according to managers, worker information is mueltds or frequent in listed companies.

The gap in worker representative’s responses remain

Manager questionnaire, 1998
Estimations run on the 2004 cross-section surveyeplicated with the 1998 survey.
Information disclosure to workers is estimated sgso/ely through the manager and the

worker representative questionnaires, where gueststrictly similar to 2004 were posed.
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Table 3 gives the estimation results for the manggestionnaire. The difference with 2004
is salient: the conditional correlation betweenornfation frequency and listing is not
significant for five items out of six. A positiveelation only holds for information on the
firm’s strategy. Using a 16 or 85 positions dummy $ector (models 1 and 2, respectively)
does not make any differen&& Implementing instrumental variable estimationsficors the
conclusion: we do not find any statistical reladmetween listing and information quality,

regardless of the item (model 3 in Tabl&"3).

INSERT TABLE 3 ABOUT HERE

Worker representative questionnaire, 1998

Upon running parallel estimations on worker repnésttve’'s assessment of the quality of
information they receive (Table 4), we find, onaggaia, important differences with 2004.
Although we have evidence of positive, sometimgsiicant, point estimates for listing in
2004, we observe in 1998 that the coefficientsaflreegative (with the exception of training),
with two out of six being significantly negativeo(femployment prospects and organizational
and technical change¥)Just as before, we have re-estimated the manbhgegwaers to this
reduced sample (see Model 4, Table 3). Again, wenalofind much correlation between
stock market listing and information quality in B)@&ccording to managers. We are therefore

led to the conclusion that being listed tenddeteriorateinformation quality.

INSERT TABLE 4 ABOUT HERE

Summary
Our empirical analysis on cross-sections yields tbBowing conclusion: the
frequency/quality of information in listed firms éstimated to be (much) lower in 1998 than

in 2004. According to managers, there is no cadimlabetween listing and information
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sharing in 1998, but a positive relationship sixarge later. According to worker
representatives, there is a negative correlatiack®88 that disappeared in 2004. We therefore
document a modification of the conditional corriglat between listing and worker
information over time, from a non-existent or négatrelation to a positive one. The
empirical analysis is not performed on a panel,thattwo cross-sections are designed so as
to be representative of the productive sector ah gmint in time. Cross-sectional analysis,
together with the instrumental variables appro#uérefore supports the hypothesis that there
has been a change in the way listing impacts irétion disclosure to workers. Because of
stock market pressure and regulatory changes, wankermation has improved in listed

companies between 1998 and 2004, but not in privags.

Conclusion

Demand for greater and better information disclesur listed companies is a key
component of the financialization process in th&.lAnd in EuropeA priori, workers are
likely to support these requirements: as a non-mixend, information may be used by all
stakeholders to better control corporate executares firm strategy. Using an ‘employer-
employee representative’ linked dataset represeataf the French productive sector, we
find that worker information has improved in listedmpanies between 1998 and 2004, but
not in private ones. Although we observe no posittonditional correlation between stock
market listing and information frequency or quality 1998, we document a positive
correlation in 2004. Further, our empirical strgtesypports an interpretation in terms of
causality, with stock market listing leading to liég information sharing with employees. We
interpret the difference between 1998 and 2004 sideaeffect of the dramatic changes in the
French corporate governance model over the pemotably the increased presence of

financial investors in the equity capital of listedmpanies and new information disclosure
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requirements. Finally, our estimations provide mparison between employer and employee
representative’s points of views for a given yé&aur interpretation of the gap between the
two is that this extra information flows directlyofn managers to workers rather than being
mediated by employee representatives.

Although this analysis highlights a positive aspafcthe financialization process for labor, it
also conveys a rather critical appraisal of anotingoortant aspect of this process: the
development of leveraged buyout (or ‘LBQO’) trangacs, which typically entail the
acquisition of control by one or more specialistficial firms over a formerly listed company
by means of intensive recourse to borrowed fun89©4 expanded in significance throughout
the 1980s to become a relatively mainstream pmactidJ.S. corporate finance by the end of
the decade. The first decade of thé' 2éntury witnessed the onset of a larger-scalenaom
globalized LBO movement, against the backgroundeoy low interest rates, buoyant equity
markets after they had recovered from the ICT crash

Trade unions in the U.S. and in Europe usually wabout the implications of private
equity/LBOs, pointing to the lack of transparendypavate equity as compared to a listed
company. By virtue of their de-listed status, prévaquity-controlled firms are exempt from
public company disclosure requirements. Our analysesses the fact that this exemption is
not neutral for workers: they may lose a significpart of the information they were able to
gather beforehand. This analysis supports theaflegpossible ‘accountability deficit’ within
the private equity sector, whereby the activitiésfions can be effectively ‘veiled’ from

worker inspection by means of removing their se@gifrom the stock market.
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TABLES

Table 1 - Estimation results for the manager surveyREPONSE 2004
Point estimates for ‘Listed’

Model (1) Model (2) Model (3) Model (4)
Strategy 0.275*** 0.215** 1.109*** 0.338***
(0.096) (0.101) (0,217) (0.119)
Economic situation 0.343*** 0.354*** 0.979*** 0.303**
(0.102) (0.108) (0,366) (0.128)
Envir. & social consequences 0.271%** 0.251** 1.062*** 0.393***
(0.098) (0.104) (0,240) (0.120)
Employment prospects 0.173* 0.150 1.030*** 0.191
(0.094) (0.099) (0,328) (0.117)
Wage prospects 0.066 0.110 0.138 0.169
(0.093) (0.098) (0,403) (0.114)
Training opportunities 0.250** 0.250** 0.921*** 0.271**
(0.101) (0.106) (0,338) (0.168)
Org. & techn. changes 0.201** 0.188* 0.586* 0.168
(0.094) (0.099) (0,351) (0.116)
Estimation method logit logit biprobit (1V) logit
Sample 1(2,503 0bs.) 1(2,5030bs.) 1(2,5030b2)(1,607 obs.)
Sector dummy Naf 16 Naf 85 Naf 16 Naf 16

Source Establishments of 20 employees or more in theapei sector (excluding agricultural sector). 2004
REPONSE survey, manager representative questi@yiizares.

Significance leveP**p<0.01, **p<0.05, *p<0.1
Reading first line, model (1): regression with informaticon strategy as dependant variable, and a logit
estimation together with a naf 16 sector dummydgel point estimate of 0.275 for ‘Listed’.

Notes (a) Each line corresponds to a given item as ardbgre variable. (b) Each column presents the resiilt
a different regression model. (c) Standard errorparentheses. (d) Controls incluthelustry, establishment
size and age, firm size, activity (growth, stallecline), % women, % white collar, % of employegedaunder
40, presence of union representative, presencéeofed worker representatives, function of theringaved
manager, tenure of the interviewed manager
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Table 2 - Estimation results for the worker represatative survey,
REPONSE 2004
Point estimates for ‘Listed’

Model (1) Model (2) Model (3)

Strategy 0.285** 0.318** -0.024
(0.122) (0.131) (0.587)
Economic situation 0.215* 0.282** -0.200
(0.125) (0.134) (0.602)
Envir. & social consequences 0.187 0.229* 0.168
(0.118) (0.127) (0.516)
Employment prospects 0.104 0.117 -0.542
(0.122) (0.131) (0.551)
Wage prospects 0.145 0.191 -0.321
(0.125) (0.135) (0.558)
Training opportunities -0.036 -0.054 0.408
(0.119) (0.128) (0.537)
Org. & techn. changes 0.095 0.138 0.096
(0.119) (0.127) (0.591)
Estimation method logit logit biprobit (1V)
Sample 2 (1,607 obs.) 2 (1,607 obs?)(1,607 obs.)
Sector dummy Naf 16 Naf 85 Naf 16

Source Establishments of 20 employees or more in thevapei sector (excluding
agricultural sector). 2004 REPONSE survey, work@resentative questionnaire, Dares.

Significance level**p<0.01, **p<0.05, *p<0.1

Reading first line, model (1): regression with informaticon strategy as a dependant
variable, and a logit estimation together with &G sector dummy yields a point estimate
of 0.285 for ‘Listed’.

Notes (a) Each line corresponds to a given item as ardip# variable. (b) Each column
presents the results of a different regression ngdeStandard errors in parentheses. (d)
Controls includeindustry, establishment size and age, firm sizéyiac (growth, stable,
decline), % women, % white collar, % of employeggdiunder 40, presence of union
representative, function of the interviewed workepresentative (iwr), union affiliation of
the iwr, occupation and tenure of the iwr.



Table 3 - Estimation results for the manager surveyREPONSE 1998
Point estimates for ‘Listed’

Model (1) Model (2) Model (3) Model (4)
Strategy 0.232** 0.280*** -0.313 0.306**
(0.101) (0.107) (0.770) (0.134)
Economic situation 0.114 0.092 -0.879 0.201
(0.103) (0.109) (0.594) (0.137)
Employment prospects 0.034 0.079 -0.020 0.039
(0.100) (0.105) (0.619) (0.134)
Wage prospects 0.079 0.027 -0.512 0.115
(0.100) (0.106) (0.822) (0.134)
Training opportunities -0.008 -0.101 -0.598 -0.102
(0.109) (0.114) (0.664) (0.146)
Org. & techn. changes 0.088 0.061 -0.212 0.119
(0.100) (0.104) (0.585) (0.134)
Estimation method logit logit biprobit (1V) logit
Sample 1 (2,380 obs.) 1 (2,380 obs.) 1 (2,380 obs? (1,244 obs.)
Sector dummy Naf 16 Naf 85 Naf 16 Naf 16

Source Establishments of 20 employees or more in theagegi sector (excluding agricultural sector). 1998
REPONSE survey, manager representative questi@yiizares.

Significance leveP**p<0.01, **p<0.05, *p<0.1

Reading first line, model (1): regression with informati@n strategy as a dependant variable, and a logit
estimation together with a naf 16 sector dummydgel point estimate of 0.232 for ‘Listed’.

Notes (a) Each line corresponds to a given item as ardbgrd variable. (b) Each column presents the esult
of a different regression model. (c) Standard error parentheses. (d) Controls includedustry,
establishment size and age, firm size, activitp\¥gh, stable, decline), % women, % white collaggance of
union representative, presence of elected worlesentatives, function of the interviewed manatgmire

of the interviewed manager.
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Table 4 - Estimation results for the worker represatative survey,
REPONSE 1998
Point estimates for ‘Listed’

Model (1) Model (2)
Strategy -0.162 -0.234
(0.142) (0.153)
Economic situation -0.083 -0.146
(0.151) (0.163)
Employment prospects -0.260* -0.291*
(0.144) (0.155)
Wage prospects -0.004 -0.040
(0.144) (0.154)
Training opportunities 0.165 0.116
(0.149) (0.159)
Org. & techn. changes -0.240* -0.351**
(0.138) (0.148)
Estimation method logit logit
Sample 2 (1,244 obs.) 2 (1,244 obs.)
Sector dummy Naf 16 Naf 85

Source Establishments of 20 employees or more in theagei sector (excluding
agricultural sector). 1998 REPONSE survey, worlegresentative questionnaire,
Dares.

Significance leveP**p<0.01, **p<0.05, *p<0.1

Reading first line, model (1): regression with informatioon strategy as a
dependant variable, and a logit estimation togettidr a naf 16 sector dummy
yields a point estimate of -0.162 for ‘Listed’.

Notes (a) Each line corresponds to a given item aspeiggent variable. (b) Each
column presents the results of a different regoessiodel. (c) Standard errors in
parentheses. (d) Controls inclugelustry, establishment size and age, firm size,
activity (growth, stable, decline), % women, % whiollar, presence of union
representative, function of the interviewed workepresentative (iwr), union
affiliation of the iwr, occupation and tenure oétiwr.
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APPENDIX

Table Al - Worker information in 2004
Means (%) of variables

Manager questionnaire(sample 1)
% of establishments where information is frequent

Total Listed Non-listed

2,503 obs 1,061 obs 1,442 obs

Strategy 45,91 55.41 42.52

Economic situation 55.52 66.26 51.69
Envir. & social consequences 27.39 33.78 25.11
Employment prospects 43.01 51.47 39.99
Wage prospects 42.84 47.98 41.01

Training opportunities 59.76 71.42 55.61
Org. & techn. changes 41.74 46.47 40.06

Worker representative questionnaire(sample 2)
% of establishments where information is satisfying

Total Listed Non-listed
1,607 obs 738 0bs 869 obs

Strategy 55.30 58.78 54.21
Economic situation 63.83 68.54 61.76
Envir. & social consequences 44.83 48.86 43.06
Employment prospects 47.65 48.76 47.16
Wage prospects 33.65 33.20 33.84
Training opportunities 57.95 60.70 56.74
Org. & techn. changes 49.92 48.83 50.40

Source Establishments of 20 employees or more in theapei sector (excluding
agricultural sector). 2004 REPONSE survey, maneggmesentative and worker
representative questionnaires, Dares.

Note all variables are weighted by REPONSE samplinghts.
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Table A2 - Worker information in 1998
Means (%) of variables

Manager questionnaire(sample 1)
% of establishments where information is frequent

Total Listed Non-listed

2,380 obs 932 0bs 1,448 obs

Strategy 44.23 54.81 40.64
Economic situation 52.55 62.79 49.07
Employment prospects 42.16 48.24 40.09
Wage prospects 38.57 45.92 36.08
Training opportunities 65.60 72.93 63.12
Org. & techn. changes 50.67 56.33 48.75

Worker representative questionnaire(sample 2)
% of establishments where information is satisfying

Total Listed Non-listed

1,244 obs 542 obs 702 obs

Strategy 50.56 50.86 50.42
Economic situation 66.02 70.69 63.90
Employment prospects 52.96 47.68 55.36
Wage prospects 34.92 33.40 35.61
Training opportunities 64.78 68.91 62.90
Org. & techn. changes 59.09 57.67 59.73

Source Establishments of 20 employees or more in theapei sector (excluding
agricultural sector). 1998 REPONSE survey, maneggmesentative and worker
representative questionnaires, Dares.

Note all variables are weighted by REPONSE samplingglats.
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Table A3 - Firm and establishment characteristics
Means (%) of variables in 2004 and 1998 (Sample 1)

2004 1998
2,503 obs. 2,380 obs.

Listed 26.27 25.36
Establishment size

from 20 to 50 63.75 64.66

from 50 to 100 19.72 18.66

from 100 to 200 9.60 10.10

from 200 to 500 5.43 5.01

more than 500 1.50 1.57
Firm size

Only one estab. 48.56 47.01

less than 200 23.41 17.06

from 200 to 500 6.46 8.26

from 500 to 1000 4.37 4.80

more than 1000 17.20 22.86
Establishment age

less than 10 years 14.16 30.89

10 to 50 years 67.91 58.28

more than 50 years 17.93 10.83
State of the market

Stable 27.15 30.36

Decline 15.28 15.45
Union delegate in the estab. 36.36 34.30
Elected worker representative in the estab. 75.04 3.367
Proportion of women

less than 15% 27.40 35.32

15 to 60% 51.48 39.07

more than 60% 21.12 19.35

miss - 6.26
Proportion of managers, supervisors and technicians

less than 15% 29.91 23.79

15 to 30% 26.34 28.84

30 to 50% 18.09 14.04

more than 50% 25.65 12.76

miss - 20.57
Proportion of employees aged under 40

less than 40% 18.08 -

40 to 70% 52.40 -

more than 70% 29.52 -

Source Establishments of 20 employees or more in thgapei sector (excluding
agricultural sector). 1998 and 2004 REPONSE sutveyanager representative
guestionnaire, Dares. Workforce characteristicddaagn from the DADS, INSEE.

Note all variables are weighted by REPONSE samplingglats.
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Notes

' The intensive use of performance-related pay Btedi companies pursuing shareholder-value-based
management strategies is a common finding of teasdies: individual and collective bonus schemesl t®
align workers’ incentives with those of the firrmdaalso increase the flexibility of business casictures over

time, something valuable in terms of financial ngeraent.

" By increasing the identification of workers witnfi goals, information sharing may lead employeeadcept
more moderate wage increases. It is, however, lgestiat such disclosure improves labor’s barggimower,
thereby increasing the union's ability to delivérigh wage settlement for its membership.

" Kalmi and Kauhanen (2008) provide indirect eviderd this effect: on a cross-section of 3,600 Finis
workers, they found that information sharing (definhere as being informed about changes at wotkeat
planning stage) was significantly associated wikbveer level of stress and a higher level of jotistaction.

" The survey also contains a worker questionnaaeithof no use for our study.

Y The main issue was the protection of minority shatders from abuses by large blockholders (seé&&as
and Volpin, 2007).

¥ The French corporate law offers a menu of compgamiestatutes that differ in terms of director dsficreditor
rights, shareholder protection, transferabilitystfares, etc. Some of these forms are authorizdidtttheir
shares on a regulated market, whereas others ar&m® main (but not unique) vehicle for quotatisnthe
Société anonymeven though a majority of them are not listed.

Vi A comité d’entreprisés required in all firms with 50 or more employees

I The item was introduced in the 2004 survey prégise gauge the effect on workers of the new 2001
regulation on reporting (sesipra), forcing listed companies to report on the enwinental and social impact of
their activity.

X Following Reiter, Zanutto and Hunter (2005), wédduce the variables that have been used to ihéd
weights as regressors, namely establishment stzseutor.

X See Goetschy and Jobert (2004) for a comprehepsigentation of the French employment relatiossesy.

X We distinguish between workplace delegate, menabexr works councils or equivalent and member of a
health, safety and improvement of working condgi@ommittee.

Xl Results are not reported here but are availatde vpquest.

X As noted earlier, these estimations are stridthjlar to those run in 2004, but with one exceptiore do not
have, in 1998, the proportion of the workforce agader 40. To check whether this difference mayantfor
the difference in results between the two perioslg, have re-run our 2004 estimations excluding the a
structure of the workforce: the results still inatie a very significant correlation between listargl information
frequency. Results are available upon request.

XV Note that two of the biprobit estimations (econorsituation and training) yield a weak correlatisith
endogeneity: in the probit estimation of beingelistthe level of significance for the instrumentatiable is
rather low.

* The instrument’s performance is quite low (nom#igant first stage correlation); consequently, ef®ose
not to report instrumental variable estimationeher
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