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Abstract

The corporate governance systems of closed corposa{CCs), i.e. leveraged buyouts (LBOs) and
employee-owned (EOs) firms need to provide ex antd ex post safeguards against opportunistic and
unethical business decisions. In other words thparate governance system of CCs need to justly
assign, protect, enforce and distribute the (abnand inalienable) rights, obligations, beneditsl costs
associated with incomplete labour contracts tarslider stakeholders so as to maximize the bunflle o
contributory value to society. This paper finds &ype-owned corporate governance systems of John
Lewis Partnership, Scott Bader Commonwealth andvtbedragon Cooperative have democratic voting
systems, representation on boards for all insitddesolders, multi-tier boards for sharing of powed a
written constitution that provide the required exeaand ex post safeguards. Thus, maximizing the CC
bundle of contributory value to society is bettehiaved through the above EOs corporate governance
designed and implemented on a partner-owner framethat goes beyond incomplete labour contract
and weak labour contract laws. This is because B@hwith their corporate governance systems peovid
better ex post safeguards against powerful elixgsopriating rights (benefits) of less powerful ioher

stakeholders (workers) by breaching ex ante impimitract agreements compared to LBOs.



1. Introduction

There now seems to be a thriving market for nodabée closed corporations (CCs) such as
Leveraged Buy Outs (LBOs), which include managenteryputs (MBOs), employee buyouts (EBOs),
management and employee buyouts (MEBO) financegfibgte equity (PE) firms as well as other more
just employee-owned closed corporations (EO8hese EOs have corporate governance syé&maar
to Scott Bader Commonwealth (SBC), John Lewis Rastrip (JLP) and Mondragon Cooperatile
recent years there has been a paradigm and acaifasttift away from open corporations (OCs) towards
CCs. As Cheffins and Armour (2007, pl) observe ‘ike of private equity has been characterized as a
signpost on the way to a new financial order we lzarely even recognize right now. The taking pevat
of public companies by private equity indeed hageipially crucial ramifications for the shape of
capitalism...The surge in public-to-private buyauativity occurring over the past few years’ caléoi
guestion the continued pre-eminence of the publiogany.” It has been argued that external non-etark
forces in the US have led to less effective capitatkets for OCs whose corporate governance system
design is based on principal agency framework \t#hseparation of ownership and control rights that
leaves managers increasingly unmonitored due tk wesrket governance and poor internal corporate
governance through e.g. regulations set by US @msgiineffective Courts, and ineffective regulatory
body intervention by US Security Exchange Commisdidohnson and Kwak, 2010; Stiglitz, 2009;
Marnet, 2007; Jensen, 2007, 2001, 1989a, 1989ml€ski et al., 2003).

It is argued that LBOs corporate governance systihhelp reform internal corporate
control mechanisms through: effective decentratimat higher pay-for-performance; smaller, more
active, and better informed boards; and significagtity ownership by board members as well as
managers (Jensen and Chew, 2003; Jensen, 1989b)ndtance, increasing equity ownership for
executives as an appropriate incentive schemesaittly increases shareholders’ wealth and firm's
performance through these new organizational formsPE and their LBOs (Jensen, 1989a, 1986).,Thus

it seems that the capital markets’ solutions torpoternal regulations, ineffective courts and fieetive



regulatory bodies to support the weak OCs corpagaternance system in dealing with the internal
control problems means that open corporations heedme closed corporations (Gadhoum et al., 2005).
Furthermore, PEs and their LBOs have become poputhrinvestors in recent years because they have
achieved good returns compared with traditionaéstiments in publicly quoted shares, although intmos
recent decades there has been a decline in thairdial returns (Kaplan and Schoar, 2005; Wriglal.et
2006; Metrick and Yasuda, 2007; Renneboog et @7 2Wright and Bacon, 2009).

Large amounts of capital have and are being indeBiePEs: for example, in 2005 the total
invested in European PE funds was nearly €60 hilianore than double the amount in 2004. Private
Equity funds have grown from a tiny part of theafigcial market in the early 1980s to an importaobal
force today. For instance, Morgan Stanley estiméted in 2007 in the USA there were 2,700 Private
Equity funds, which represented 25% of global mexgemd acquisition activity, where $40 billion of
buyouts represented new size records (Jensen,.Z8@Bally, even though from 2007 to 2008 there was
a decline in LBOs from over $500 billion to arousit5 billion, it still accounts for a substantiah@unt
of monetary value (Wruck, 2008; Acharya et al.,, DOQAlso, EOs are a growing phenomenon in
business. For example, in the UK alone EOs accfaurdround £20bn to £25bn worth of turnover and
one of the largest is John Lewis Partnership (JuwR)ch employs around 70,000 partners with a tuenov
of around £5bn per year (Guidi et al., 2010; JLGA,(®.

It is important to know if LBOs or EOs corporatevgonance systems is better at maximizing their
bundle of contributory valddo society. For instance, Bruining et al. (200846) observe that “the main
aim of a buy-out is to improve organizational pamrance through ownership change creating new
opportunities for strategic reorientation and rgdtring of the firm...This fundamental change fe t
structure of ownership [corporate governance] nfégcathe way employee relations develop within an
organization ...Little is known about the impactbofy-outs upon employee relations... suggest thgt b
outs provide an opportunity for managers to reasaad change employee relations using two different
perspectives that may explain these changes: aretsttion and an investment perspective.” It can b
argued that the corporate governance systems of df@bles management to focus on the long term
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investment rather than solely cost reduction pa&tspe because they can provide (ex ante and ety pos
safeguards against opportunidtimd unethical decision, which can make some insiti&keholders, e.g.
employees, worse off. For instance, during thdit@isis in 2008 the chairman of JLP Charlie Malgf
stated that “there will be no job cuts. We are sifess, we believe in pursuing a long-term appraach
growing the business — we're not into making kres&-jcuts in staff costgust to protect short-term
profit. Our ownership structure [corporate govewg®system] is key here, because we're owned by our
partners [employees], they want us to take a lengrtnot a short-term approach. Our structure means
that at these times we might take a different aggiido some other businesses” (Peacock, 2008, pl).

It is important to recognize that there is an irgkationship between the measurement function of
the market and the corporate governance systerheofitm where individuals have developed firm
specific skills (labour capital). This interrelatghip is between “the governance branch and the
measurement branch. The former is concerned muaiitly organizing transactions in such a way as to
facilitate efficient adaption. The latter is conued with the ways by which to assure a closer
correspondence between deeds and awards (or vaduprae). To be sure, these are not independent.
The difference in emphasis is nevertheless realnaeds to be highlighted. It is furthermore notetwpr
that the problems of governance and measuremeiht \emish if either bounds on rationalityor
opportunism are presumed to be absent” (Williamson, 1985, §BGsee also Ostrom, 2005, 2003, 2000;
Marnet, 2007, on limitations of rationality). Inhatr words, an individual implicitly (unwritten, latly
unenforceable) and explicitly (written, legally erdeable) enters into a set of incomplete contrézts
tries to delineate (alienable and inalienable) tdglobligation§ benefits and costs associated with the
jointly owned asselsof the corporation (Zingales, 2000; Guidi et &008; Ellerman, 1986, 2005;
Williamson, 2002, 1985; Holderness, 2003, 1985r@dst 2003; Shleifer and Summers, 1991).

This paper critically investigates whether EOs ooape governance systems, similar to JLP, SBC
andthe Mondragon Cooperativeompared to LBOs with their different corporatevgmance systems,
are better at maximizing their bundle of contribytealue to society through (ex ante and ex post)
safeguarding of (explicit and implicit) incompletentracts of insider stakeholders’. In other vgpmdio

5



EOs corporate governance system design and imptati@ maximize their value to society more than
LBOs by ‘justly’ and efficiently allocating, proténg, enforcing and distributing of rights, obligms,
benefits and costs associated with (implicit andlieit) incomplete contractsof insider stakeholders?
This paper is structured as follows. Section &jcatly discusses CCs, i.e. LBOs and EOs, corgorat
governance systems in dealing with incomplete eatdr trust and production function problems and
maximizing their bundle of contributory value tocity. Section 3, critically discusses the diffares
between EOs and LBOs corporate governance systetgling voting rights, board representation,
written constitution, power sharing and the abititygo beyond the labour contract so as to maximize

their bundle of contributory value to society. $att4, concludes.

2. Critical discussion on EOs and LBOs corporate govérance systems.

It is argued that three important things happennvigen corporations are “transferred out
of the market and...placed under unified ownershypnership changes, incentives change and
corporate governance change...New governance wteuwsill appear...to support the integrity of
the exchange relation” (Williamson, 1985, p393).wdwer, neoclassical finance arguments
against closed corporations mainly come from they \ienited and specific incentive-based
production function determinant probleMsThe arguments tend to follow JM (1979): the
horizon problem - induced by the truncated (norpetral) claims on a firm's cash flows; the
common-property problem - induced by equal shawhghe firm’'s cash flows among all
employees; the non-transferability problem - indlbg the fact that employees’ claims on the
firm’'s cash flows are contingent on employment watliirm and are non-marketable; and the
control problem - induced by the specification g political procedures within a firm by which
the employees arrive at decisions and control taeagers. In the case of SBC and JLP they

have a corporate governance system that actudlbyvslin practice to overcome all the



production function problems and provide other sohs that production function arguments
ignore (see Guidi et al., 2010, for an in-depthlysia for evidence on SBC and JLP. See
Ellerman, 1986, for a theoretical discussion on htbe Mondragon Cooperative and labour
managed firms in general overcome the productiorctfan problems especially the horizon
problem). Other related arguments against CCgosly LBOs, include higher than expected
agency costs due to intensified conflicts of inser@mong firm (Masulis and Thomas, 2009).
However, contrary evidence shows a key featureB®4 is that they generally reduce agency
costs by having key decision-makers, i.e. execstaed managers, as well less key decision
makers, i.e. employees, hold substantial equityigl¥ret al., 2009; Wright et al., 1989).
Therefore, in general economic terms it can be etghat CCs corporate governance system
provides more economically efficient use of thenjlyi owned assets of the firm.

The OCs with their separation of ownership and rmbrrights rely very heavily on the weak
market governance syst€mto offset their poor internal corporate goverreusystem is ineffective,
inefficient and does not support ethical decisiomakimg or controlling opportunistic behaviour
(Williamson, 2005, 2002, 1996, 1985; Stiglitz, 20@®06; Guidi et al., 2008; Marnet, 2007; Littler,
2006). The arguments that PEs and their LBOs can rely heawvilgebt market to reduce moral hazard
problems through tighter and more restrictive dghternance, better monitoring by banks, especdiatly
for MBOs, to reduce free cash flow problems doesseem to be supported by more recent evidence
(see Demiroglu and James, 2010). As Guidi et &l1@2p321) observe “theoretically increasing inside
ownership should reduce conflicts of interest thete with the separation of the risk-bearing and
decision-making rights. This reduction in agencgtsds due to exposing inside stakeholders to fhe u
side benefits as well as to the downside costdl bluginess decisions undertaken by a firm.” Thathe
principal agency framework of separating ownersiijul control rights used by OCs is ineffective,
inefficient and non-Pareto optimal due to incregdime ‘moral debt? of the firm through increases in
e.g. externalities, opportunism, expropriation, agerial discretion, conflicts of interests, andrasyetry
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of information (Stiglitz, 2006, 2002, 1882, 1981;INdmson, 2005, 2002, 1996, 1985; Guidi et al.,
2008).

It is important to society that all stakeholdersl arot just elite group3 benefit when the OCs
become CCs. Society benefits when moving frons @&€h their corporate governance system design
based on a principal agency framework to CCs widlir tcorporate governance system design based on a
partner-owner framework. A corporate governanceesyslesign based on a partner-owner framework
will result in the CC being in a better positionjtstly assign, protect, enforce and distributeiradider
stakeholders’ rights (obligations) and benefitss{sp This type of corporate governance design lll
better at providing safeguards against opporturasih unethical business decision-making. The CCs
good corporate governance design will reduce azindlf interest and hopefully provide opportunity fo
CCs to internalize their obligations (costs) theslucing their ‘moral debt’. For instance, empirical
evidence finds that an increase in insider conaéotr of private equity ownership improves a firm’'s
performance through better governance and incenteaemes (Wruck, 1989; Mikkelson and Ruback,
1985). For example, Jensen (2010, 1995) findslLiB&is with their corporate governance system reduce
substantially agency costs. Thus, allowing gregigider ownership will reduce conflicts of interdisat
arise because there is less separation of the ehipefresidual rights) and control (decision-making
rights). This reduction in agency costs should egposider stakeholders to the up-side benefitgedis
as to the downside costs of the business decisiotisrtaken by the firm (Stiglitz, 2006; Arnold abé
Lange, 2004; Stultz, 1999).

Will changing from OCs with its weak corporate gmance to CCs with their stronger corporate
governance system designed will better maximizefithe's bundle of contributory valdéto society?
Figure 1 shows the value to society, old OC shddehs and New CC shareholders of the firm when it
moves from being an OC to a CC with its strongepeomte governance system. The CC increases its
financial debt (Ip; to Dry) to purchase the OC for converting to either LBCE® and the new market
value of the CC increases from MY MV,. The assumption is that increase in economic ieffay
moving from OC to CC is due to the corporate gogece system, which will in turn show an increase in
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market value that is greater than the increaseairket debt, i.e. MY- MV > Dg; - Dry. This increase in
economic efficiency is due to a large reductiomg@éncy costs as well as the CC being in a bettatigo
to make positive NPV investments, all else beingaggThe other important assumption in all of tisis
that there is no increase in ‘moral debt’ of thenfii.e. social costs to society do not incredses {(Br1—
Dr1) = (Dy— Dgy). Since ‘moral debt’ does not increase then ther@o increase in externalities,
expropriation of rights (benefits), reneging onigétions (costs), and opportunistic behaviour estpo
Thus, the value of the CC to new shareholders &se® from \; (old OC shareholders value) tqny
(new CC shareholders value), all else being eduathermore, the bundle of overall value of the t6C
society increases from gy to Voo, all else being equal. In other words, the CC with dtronger
corporate governance benefits society more by lyjustd efficiently assign, protect, enforce and
distribute rights, obligations, benefits, and sost
Insert Figure 1 about Here

However, is there any difference between LBOs aBd Eorporate governance system design in
providing (ex ante and ex post) safeguards for jthet assignment, protection, enforcement and
distribution of rights (obligations) and benefito$ts)? Schwab and Ostrom (2008, p221) observe “the
consequence of incorrect institutional design arevell known in contemporary society. In the prevat
market, the Enron scandal demonstrates the pdtémtinarm when powerful actors manipulate rules fo
their own gain at the expense of the weak. Thezeabso devastating consequences in public economies
when institutions fail...This leads not only to aomic inefficiency but to a pervasive distrust ofvpte
and public institutions...to prevent future economtisasters, we must understand the basic prirscigfle
successful institutional design...we must undetstidmat institutional solutions, if poorly implemenit
can crowd out trust rather than enhance it” (see Blarnet, 2007; Littler, 2006)Villiamson (1985, p64)
argues corporate governance system are designpdrirbecause “some individuals are opportunistic
some of the time and that differential trustworéss is rarely transparent ex ante. As a consequeRce
ante screening efforts are made and ex post safiggase created.” Furthermore, on the “principlés o
justice or competition that look at the relationtvibeen the parties at the execution stage without
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examining the ex ante bargaining relation are at beomplete and frequently mistaken” (Williamson,
1985, p205).

It's important that the corporate governance systdnCCs need to build a reputation that
supports trust within and out with the firm. Fostance, “many trust-enhancing institutions may exol
through the efforts of participants in long-termpeated market exchange environments or when teey a
linked together as providers and consumers of puiphods or common-pool resources. These trust-
enhancing institutions make it easier to estabdisteputation as a trustworthy participant as wsll a
making exchange less costly, more stable, and eftgetive than would be possible without institago
Furthermore, efforts to design such institutionshaiit understanding the context of relationships ca
sometimes crowd out trust rather than enhanceéithyab and Ostrom, 2008, p207). For example, when
external market governance is lax, e.g. PEs canthgsie reputation (trust) to reduce costs and take
advantage of market timing (Demiroglu and JameB89RMowever, it has been found that private-equity
and LBOs corporate governance system is less iveat controlling moral hazard when participating
syndicated loans that rely heavily on the marketegoance system. The reliance on market governance
facilitates PEs and LBOs insiders to pre-takeoxadihg, to ex post fee payments and ‘club dealst th
“create additional conflicts of interest between@.Bponsors” (Masulis and Thomas, 2009, p22; Acharya
and Johnson, 2007). As Williamson (1996, 178) asdbe need to look deeper in to incomplete corgract
perspective where problems arise “in conjunctiotihefforts to replicate incentives found to be effifee
in one contractual/ownership mode upon transferiingsactions to another. Such problems would not
arise but for contractual incompleteness, sincegiitracts were complete, then, asymmetric infoignat
notwithstanding, ‘each party’s obligation [will bijlly specified in all eventualities; and hencevitl be
possible [to replicate] any rights’ associated witie contracting mode in another...[in] that the high
powered incentives found to be effective in madeganization give rise to dysfunctional consequehce
introduced into the firm...The upshot is that whereaarket organization is associated with higher
powered incentives and lesser controls, interngamization join lower power incentives with greater
control.”
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In other words, weak market governance and poopacate governance design and
implementation contribute to an increase in sooists. For example, Pagano and Volpin (2005, p843)
observe for various types of LBOs that “managetksei up an employee share ownership plan (ESOP)
as a defensive device when they themselves hawyeaosmall stake in the company and their private
benefits of control are high.” There is a large yaod finance literature that details market goveica
failures that contribute to increase of social sodtie to weak corporate governance due to, e.g.
managerial opportunism and entrenchment (see 8hlafd Vishny, 1997, for an overview of all the
different types of managerial opportunisms; se@yeal 2007; Freeman et al., 2004; Edlin and Stiglitz
1995; Mais, 1994; Shleifer and Vishny, 1989; andilZt 1988, on management entrenchment).
Furthermore, LBOs can lead to expropriation if ttegirporate governance systems allow “the alloeativ
efficiency losses of moving from a high trust téoa-trust culture [which] must be counted as a aloci
cost of takeovers... [in relation to ex post wages chowever,] the managerial discretion hypotheeits
the high wages in the pre takeover era as a biibe. lucky beneficiaries realize a windfall that
evaporates upon takeover. But possibly the sitnatianore complicated than this. The beneficiasies
workers who have made special efforts to qualify High-paying jobs through pre-positioning...The
welfare ramifications of takeovers are thereforemplicated under the managerial discretion
hypothesis...Workers here may also feel a justiéigbnse of expropriation” (Williamson, 1991, p66).

Therefore, it can be argued that the LBOs can trifnlise wealth (capital) to the detriment of
certain insider stakeholders by expropriating sgand benefits. It can be reasonably argued tlat th
market governance system that relies mainly orreateegulations and the courts cannot deal effelsti
with incomplete contracts sufficiently to constraipportunistic/unethical business decision-makiAg.
Reiter (1997, p 624) observes “even if a totalgeatbidder] gain is produced by takeover activibe
distribution in society could be inequitable. Thighe concern of distributive justice”. Or as $feleand
Summers (SS, 1989) argue there is a need to lookalae-redistribution (wealth transfers) due to
expropriation by going beyond just looking at fifbidder/target) performance due to breach of initplic
agreement problertisbetween the firm and employees. Some argue teat thre no such expropriation
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problems, e.g. due to compulsory layoffs (see KaM889a, 1989b). However, Herzel (1990) arguets tha
Kaplan's research is statistically and interpretdti very limited. Quite interestingly, Haigh @8
p1004) observes that the supposedly more ethigdhlstunds that rely on weak market governance
promote “a weak ascetic ‘ethical self-transformatio which self interest appears other-directedijch
inevitably leads to expropriations of rights arehéfits of the less powerful by the more powerfités.

As Adam Smith “would complain about those who ga#alth by abandoning [ ] virtue only to try and
make up for their lack of virtue by latter moretuus conduct...In short, we are beset by many
influences that will form our ethic. More now tham Smith’s time it seems. Smith’s prescription for
morality requires us to be connected to each atharsocietal moral code...This does not elimirnbte
neoclassical idea of self-interest as a motiveeratoffers a broader set of motives for ethiclan and
judges the self-interested motive as an inferiasom for acting ethically. Compare this with the
Chicago/Austrian School where all human activitgxshange, where gains and losses are calculated,’
to maximize the excess of the utility of the gaireiothe disutility of the cost’ ... therefore ndnet motive

is recognized” (Keller, 2007, p175). Thus, theraiseed to go beyond solely maximizing economic
monistic utility value to maximizing the bundle @honetary/economic and moral/intrinsic) contribytor
value to society where the costs of expropriatidnrights (benefits) from others (usually the less
powerful) are incorporated.

LBOs corporate governance designed on a princigamaframework can have a superficial
adherence to their moral obligations since they warderpinned by weak labour contract laws. For
instance, when LBOs use weak market governancerpinded by labour contract laws they can enforce
an “unconditional Hobson’s choice” in which falseoral obligations are put on to employees to the
‘firm’'s Way’ or be laid-off (Macintosh et al., 2009760). Furthermore, historically such false ‘dofy
accountability’ arguments were also used by slaveess to expropriate rights (benefits) from slaves
(Power, 1991, p32). As Ellerman (2009, p22) citiltiot (1860, vii) a pro-slavery writer who falsely
argues “slavery is the duty and obligation of tleve to labor for the mutual benefit of both masted
slave, under a warrant to the slave of protectimm a comfortable subsistence, under all circurnstan
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The person of the slave is not property, no maiteat the fictions of the law may say; but the righhis
labor is property, and may be transferred like atfmer property, or as the right to the servicea ofinor

or apprentice may be transferred...Such is Amergtavery, or as Mr. Henry Hughes happily terms it,
‘Warranteeism'.” Furthermore, Fleischman and Ty&004); Alawattage and Wickramastnghe (2009,
2008) also historically find enterprises that uskdrery had corporate governance designed onipalnc
agent (master-slave) framework that developed wattomy practices to control, dehumanize and
monetize the slave labour (Marx also thought actingrwas used to control labour, see Bryers, 2006).
In other words, LBOs corporate governance systesigded on principal agent framework can more
readily lead to expropriation of stakeholders rigtitenefits) than corporate governance of EOs dedig

on partner-owner framework.

3. EOs versus LBOs Corporate Governance: voting rlifs, board representation and power

sharing.

“Power in the Partnership is shared between thogerging authorities, the Partnership Council, the

Partnership Board and the Chairman” (JLP Consit,it2009, p7)

Williams (1985, p259) observes there are power ahyos within the firm where, e.g. “workers
who accept employment of a firm-specific kind wilesumably recognize the risks and insist upon
surrounding such jobs with protective governancactiires. One labour power and one job regarded
nakedly and one labour power and one job embeddex protective governance structure have very
different connotations”. Furthermore, the reputafimst problems can be due to the exploiting the
specific investments of myopic employees througtposyre to end games, intergenerational
expropriation and inability to deal justly with elopees because the lack of employee power in
incomplete contract bargaining (Williamson, 200898). The imbalance of “[p]Jower was also an issue
for [Adam] Smith, with the concern being that enygis would use their power to abuse workers”
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(Keller, 2007, p174). It is important that CCs amgite governance design and implementation provide
solutions to shared strategies (aims), norms aed ta enhance trust (Schwab and Ostrom, 2008et,itt
2006). For this to happen, it is importance thatporate governance systems of CCs allow, e.g.,
employee voting rights and board representatiopdever sharing purposes.

In other words, the CCs corporate governance systdasign is to provide (ex-ante and ex-post)
safeguards in screening, incentivizing, bargainamgl administrating the (alienable and inalienable)
rights, obligations, benefits and costs to alldesistakeholders. CCs can better achieve this biynda
written constitution, democratic process to elesslpowerful stakeholders (employees) on to baards
move from unitary- to multi- tiered boards to shpmver. The corporate governance systems of EOs,
similar to SBC, JLP and the Mondragon Cooperatheye such democratic and economic efficient
corporate governance systems (Guidi, 2010; Eller2@@7; Turnbull, 1997; Turnbull and Pirson, 2010).
For example, for the enhancement of trust and isharf power JLP has three governing authorities: th
Partnership Council, the Partnership Board, andCih&rman where elections to the Partnership counci
are every three years and every partner has aesunge in elections to the Partnership Council (JLP
2009b). Furthermore, SBC newly adapted their cagogovernance system to encompass international
employees (members/partners) to be elected o tadtti-tiered boards, which were voted on by ladl t
Commonwealth members (employees) worldwide in ARGLO AGM (SBC, 2010). As Godric Bader
(1986, p71) argues a corporate governance systesh imelude a written constitution, voting rights,
board representation and multi-tiered boards becé&us our belief that democracy, including inthied
democracy, is not about concentrating power to gecktive, even if that Executive is elected; in our
view, it is about diffusing power and control amdhgse who have the right to share it.”

Generally, LBOs corporate governance systems dallmt voting rights or board representation
for employees, which can lead to opportunistic anethical decision making. For example, LBOs in the
form of EBOs do not allow employees to be represgmin the board of directors because bondholders
(the powerful elite group of PE financiers) do meant this by falsely arguing that this will increas
conflicts of interest (Chaplinsky et al., 1998).igfalse argument by bondholder elite may be dufeo
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fact that they want to expropriate ex-post thetsdbenefits) by reneging on ex ante implicit agrests

as argued by Shleifer and Summers (1991). For ebearag-post expropriation by powerful LBO elites
that controlled Medway Ports bo&tdsaw management break ex-ante implicit agreenignthanging
employees, i.e. partners, working terms and catti This led to the dismissal of around half @& th
employees who then had to sell their shares iffiitmeat a low price back to Medway management under
articles of association (Arnold and Cooper, 1999yhe main beneficiaries in Medway were the
“managing directors of the management buy-out taaoch banking interests that financed the buy-out”
since Medway Ports was initially sold by the UK gawment for only £13.1 million to the LBO and 18
months later, after half the workforce was dismisseas sold in a capital market flotation for £103.
million (Arnold and Cooper, 1999, p145). In otheords, Medway Ports decision to expropriate rights
(benefits) of other insider stakeholders does naximize the bundle of contributory value of Medway
Ports to society but only maximize its monetaryuealo a few elite groups. Unfortunately, this dones
seem like an isolated incident since LBOs and tREifinanciers because as argued before “thisibh@nk
fraternity with their LDCs, S&Ls, REITs, Repos.teall-too-readily beguiled by the big bucks” (Bff|
1990, p16). Thus, it is important to balance thevgrs of elites to expropriate rights (benefits)naying
well designed and implemented corporate governgystems (Schwab and Ostrom, 2008).

Can SBC, JLP and the Mondragon Cooperative moreodeatic corporate governance
system through partner-ownership framework for iaflider stakeholders maximize their bundle of
contributory values to society? EOs similar to SBCP and Mondragon Cooperative have corporate
governance designed on a partner-owner framewoik Wie emphasis on voting rights, board
representation and power sharing that goes beyamout contracts. Whereas, LBOs rely on corporate
governance designed on a principal-agent framewwakrelies on labour contracts and external labour
law. As Ellerman (2008, p20-21, italics his) argtige principal-agent framework with its relianaeak
labour contract law when he states “in spite of #iindance of legal precedent in the historical
alienation contracts such as the selfsale contthetpactum subjectionis, and thecoverture marriage
contract, today's employment contract... All thesetracts have the same scheme. An adult perstn wit
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full capacity voluntarily agrees for whatever reasmd in return for whatever consideration to atngp
a lesser legal role. But they do not in fact altentheir capacity as a person in order to fulfilltt
diminished legal role. Instead the law accepts ttmgin-criminous) obedience to the master as Thuld"
the contract. Then the rights and obligations feltbe legal role (e.g., the slave of a master stiigect
of a sovereign, théemme covert of her baron, the employee of the employer, andbsth)—as if the
person were not in fact a person of full capaditye whole scheme amounts to a fiction and fraudron
institutional scale that nonetheless parades uperistorical stage as a contractual institutiopeldaon
consent.”

In other words, if CCs corporate governance desgio maximize the bundle of contributory
value to society it needs tivercome the ‘despotic’ control of capital, inclnglilabour capital, by elites
through labour contracts (See Bryer, 2006 simitgument focusing on Marx, capital and multiple ealu
concepts; See also Wilken, 1969, 1982; Toms, 2B0@man, 2007, 2009b, Hodgson, 1999). SBC, JLP
and the Mondragon corporate governance is desigmedimplemented to go beyond weak labour
contract laws that allow for expropriation of rightbenefits). As Ellerman (2009a, p22) argues “when
boiled down to the basic economics, the differdpe®veen a civilized slavery system based on intplici
or explicit contracts (which is how historical stéay found its sophisticated defense) and the ctirren
economic system based on renting people (whichoigaken for granted that liberal-contractarian
philosophers of justice do not even take notic&)ak in the different durations of the labor cauts”
(see also Bryer, 2006; Fleischman and Tyson, 284yattage and Wickramastnghe, 2009, 2008). Thus,
poor corporate governance systems designed ongairagent framework ensures weak (ex-ante and ex-
post) safeguards due to the reliance on limiteddaktontract law in providing these safeguards for
insider stakeholders (workers).

LBOs corporate governance system still rely magrymarket and external legal governance and
so will not stop powerful elite stakeholders aduiilly deciding to lay-off other less powerful sthkéders
through compulsorily redundancies whilst providordy the minimum legal redundancy package, if even
that. This is because the labour contract costs &aymmetrically concentrated on the employee aiide
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the transaction. They mainly arise in conjunctidthwisruptive effects on family and social lifeattjob
termination and reemployment sometimes produceste€lion against arbitrary dismissals is thus
warranted even for nonspecific jobs. Provided, harethat short notice requirements are respethed,
firm cannot be said to have symmetrical interegtrgventing unexplained quits” (Williams, 1985, 24

Furthermore, it is vitally important that inaliedalyights (benefits), e.g. the inalienable right to
work, be justly and efficiently assigned, protectedforced and distributed so as to maximize védue
society. However, as Ellerman (2009, p28) obseftpeshaps the biggest surprise in the recovery of
inalienable rights theory is that it clearly applie the contract for the renting of persons, ttday
employment [labour] contract...Since the employmeaontract is the basis for our present
economic system, it should perhaps not be a serfiret the inalienability theory is neglected by
modern economists, legal theorists, and philosaplfes each of the three historical contracts of
subjection (personal, political, and sexual) werglawed as a result of the efforts of the
antislavery, democratic, and feminist movementserhl-contractarian philosophy recasts each
of the historical debates into a discourse of doergersus consent...Hence there is no need to
countenance any potentially troublesome theory twbmartain voluntary contracts being
inherently invalid and certain rights being inhéhgmalienable even with consent...Yet in his
considerable writings about justice, Rawls nevesedcthe question of there being any inherent
justice problem in this whole system of renting fambeings” (See also Toms, 2002, for a
similar argument).

Insert Figure 2 about Here

It has been argued that powerful elites within LBf@2a expropriate rights (benefits) of other less
powerful insider stakeholders, e.g. through compylsedundancies. Does this lead to maximizing the

LBOs bundle of contributory value to society? Fig2r shows the value to society and to powerfug elit
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shareholders when an OC becomes a LBO where thqreor corporate governance, e.g. which allows
opportunistic and unethical compulsory layoffs. Fey 2 shows that the LBO’s value to the new elite
shareholders’ increases from SH1 to SH3 but deesetis society from Socl to Soc3. The decrease in
value to society is because the substantial inergatotal debt, i.e. from B to Drs, is mainly due to the
increase in ‘moral debt’, i.e. (8- Dr3) > (Dri— Dry). This increase in ‘moral debt’, i.e. in socialkst, is
due to the undemocratic corporate governance systéng LBO not being able to justly assign, pratec
enforce and distribute (alienable and inalienabights, obligations, benefits and costs to all desi
stakeholders but unjustly redistribute them sothaselite shareholders gain. Thus, even thougte tiser
monistic monetary gain from compulsory redundanaiethat the LBO’s market value as it increases
from MV, to MV; it only benefits elites shareholders but this &inty due to the increase in ‘moral
debt’, i.e. the social cost to society.

In other words, LBOs corporate governance desigmegrincipal-agent framework and relying
on unjust labour contracts provide powerful eliteg opportunity to transfer wealth from the less
powerful insider stakeholders. Therefore, it issm@ble to argue that not all insider stakeholdeay
benefit from LBOs because of ex post breach oficit@greements. As Masulis and Thomas (2007, p17)
observe the “less well-documented reason why sblters can benefit from LBOs is wealth transfers
from other corporate stakeholders. Such transfansoccur if firms breach their ‘implicit’ contractas
part of post-LBO restructuring...employees have apliitit, unwritten agreement with their firms who
promise to provide them with long-term (lifetimenpgloyment in exchange for lower wages. These
agreements are breached if the company fires mbity workers after going private. However, workers
are unable to recoup these losses from the firnauserthese implicit agreements with their firms are
legally unenforceable” (see also Shleifer and Surani991; Zingales, 2000; Arnold and Cooper, 1999).
For example, this type of unethical and opportimidcision-making is reinforced by the PE Ternarfa
chief executive when he stated in an interviewmyglobal financial crisis of 2008 “Yes | belietre
number of people employed in private equity wilbstantially fall and those who remain will be paid
substantially less” (Arnold, 2008, p19). Thus,cén be argued that such LBOs with their poorly
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designed undemocratic corporate governance sysilingot maximize their bundle of contributory
value to society.

Furthermore, the type of CCs corporate governamsegd is also important for markets. As
Williamson (1996, pl184) observes the debt marketaagovernance system means that “debt is
unforgiving if things go poorly. Failure to makehsduled payments thus result in liquidation...sire t
value of-emptive claims declines as the degreessétaspecificity [labour capital] deepens, the teoh
debt financing will be adjusted adversely. Confeshtvith the prospect that specialized investmeiits w
be financed on adverse terms, the firm might redgmnsacrificing some of the specialized investment
[labour] features in favor of greater redeployabiliBut this entails tradeoffs: production costsyma
increase or quality decrease as a result. Migte possible to avoid these by inventing a new gaere
structure to which suppliers of finance would ditawore confidence? In degree to which this is fdasi
value-enhancing investments in specific [labousk#s could thereby be preserved.”

The corporate governance systems of EOs such as BBCand the Mondragon Cooperative are
the new governance structures/systems that witaatttrust/confidence (see Bader, 1986, 1983;
Schumacher, 1993; Ellerman, 2007; Turnbull, 199#nbull and Pirson, 2010; Guidi et al., 2010)hds
been shown earlier LBOs governance systems onttier band because they do not provide adequate
safeguards, e.g. not providing written constitugiomoting rights for less powerful stakeholdersd an
employee representation multi-tiered boards forgrosharing purposes, will erode trust/confidendes T
is due to the expropriation of rights (benefits) the powerful elites from other less powerful
stakeholders. Thus, it can be argued that corpg@ternance systems of EOs similar to JLP, SBC, and
Mondragon Cooperative, which are more just andcieffit at assigning, protecting, enforcing and
distributing (alienable and inalienable) rights]igdtions, benefits and costs to all insider stakaérs

will maximize their bundle of (monetary and moradntributory value to society better than LBOs.
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4. Conclusion

There is a thriving market for non-tradable closedporations (CCs) such as LBOs including
MBOs, EBOs, MEBOs as well as other more just fidimployee-owned closed corporations (EOSs).
There has been a shift away from OCs since masdgare become increasingly unmonitored due to
weak market governance and poor internal corpayaternance system designed on principal agent
framework that does not support ethical or condigbortunistic decision making (Johnson and Kwak,
2010; Stiglitz, 2009; Marnet, 2007; Jensen, 2000012 1989a, 1989b; Covaleski et al., 2003;
Williamson, 2005, 2002, 1996, 1985; Stiglitz, 20@®06; Guidi et al., 2008; Marnet, 2007; Littler,
2006).

However, not all CCs corporate governance systessiggd and implementation provides (ex ante
and ex post) safeguards for the just assignmeatiegion, enforcement and distribution of (aliemadhd
inalienable) rights, obligations, benefits and sostThere can be devastating consequences where
corporate governance design which is poorly impleea allows powerful elites to ex post manipulate
rules and agreements for their own gain at the rsg@®f the less powerful stakeholders (Schwab and
Ostrom, 2008; Marnet, 2007; Littler, 2006; Williaoms 2002, 1996, 1985). It has been shown that LBOs
can redistribute wealth to the detriment of certstakeholders by expropriating rights and beneéitg,
unjust wealth transfer/redistribution, due to breaf implicit agreements which increases costs to
society (Shleifer and Summers, 1989; Reiter, 198thold and Cooper, 1999; Zingales, 2000;
Williamson, 1991, 1985). Thus, we need to go beytirad Chicago/Austrian School where all human
activity is solely valued as exchange in benefitd eosts, which e.g. ignore inalienable rights.otiner
words, we need to go beyond solely focussing omtarimizing of monistic utility value, which ignase
the affect of unjust redistribution of wealth (dapi and thus does not maximize the bundle of
contributory value of the CC to society throughicéit and effective corporate governance systems.

The paper shows that this is achieved the corpgaternance design and implementation of
EOs such as SBC, JLP and the Mondragon Cooperathieh provide (ex-ante and ex-post) safeguards
to all insider stakeholders through a written cibaon, democratic process to elect less powerful
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stakeholders (employees) on to boards and havilt- iered boards for power sharing that go beyond
the incomplete labour contract and weak laboutraghlaws (Guidi, 2010; Ellerman, 2007; Turnbull,
1997; Turnbull and Pirson, 2010. These EOs corpogatvernance design overcome the ‘despotic’
control of capital especially labour capital thrbutpe labour contract by elites (Bryer, 2006 Wilken
1969, xxxx; Toms, 2002; Ellerman, 2007, 2009b; Hmdg 1999). EOs such as SBC, JLP and the
Mondragon have corporate governance systems des@neartner-owner framework that does not rely
on weak labour contract laws that allows the expatipn of rights (benefits) and where the labour
contract costs are asymmetrically concentratecheretmployee not the firm (Williams, 1985; Ellerman,
2009a; Bryer, 2006; Fleischman and Tyson, 2004;wAttage and Wickramastnghe, 2009, 2008).
Unfortunately, LBOs corporate governance systerasdasigned on principal-agent framework and rely
on unjust labour contracts and labour contract Jawsch provide powerful elites the opportunity to
unjustly redistribute wealth from the less powerifiusider stakeholders (Masulis and Thomas, 2007;
Shleifer and Summers, 1991; Zingales, 2000; Arramld Cooper, 1999). Therefore, there is a world of
difference between EOs and LBOs corporate govemaesign and implementation in that the latter
more easily allows expropriation of alienable andlienable rights (benefits), breaching of implicit
labour contract agreements, increases opporturéstit unethical decision-making, which does not

maximize the bundle of contributory value to sogiet
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Appendix A

The ‘Moral Debt’ Distribution Payoff Graph
This graph represents the value of the corporatioshareholders and society. Here we consider dse where some of the
corporation’s business decisions are (non-Pardtoiezft) unethical business decisions, which do justly assign, protect,
enforce and distribute residual, labour and degisights to all stakeholders but such decisionsvatiein market and legal but
not moral acceptability. Then, MV = Market valuetbé firm = Equity + Total Debt, = Value of the firm to shareholders,

Vsoc = Value of the firm to society (i.e. all stakeheld), O = Financial debt claim, P= Total ‘debt’ claim where ‘Moral debt’
claim is given by, [} = Dy - D¢

Value of firm to specific stakeholders Shareholders’ payoff
y

Vs Society’s payoff

VSOCl

Dry Dn MV, Market
value of the
firm

To maximize the value of the firm to society regsilD; = Dr;. When this happens, the firm has ‘internalized’ al
‘externalities’ so that all social costs attributato the business decisions of the firm are bémnehe firm. In other
words, the firm’s business decisions are ethicaiimss decisions such that they have ‘justly’ amsig protected,
enforced, and distributed all alienable and imalde rights obligations) and benefits (costs) Ho‘active’

stakeholders and to society.
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Figure 1 The ‘Moral Debt’ Distribution Payoff Graph moving from an open to a closed

corporation using leverage, e.g. LBOs, and withouhcreasing ‘moral debt’.
This graph represents the value of the closed catipa to old (external) OC shareholders, new Cé&retfolders and society (all
stakeholders). Here we consider open corporattwisbiecome closed corporation using debt to habmfie the takeover, whilst
at the same time not increasing ‘moral debt’, ed. externalizing costs, through justly assignipmtecting, enforcing, and
distributing residual, labour and decision rigldsatl stakeholders. Then, MV = Market value of finem = Equity + Total Debt,
Vgi= Value of the firm to shareholdersgd = Value of the firm to society (i.e. all stakeheld), O = Financial debt claim, P

= Total ‘debt’ claim where ‘Moral debt’ claim is,Jb= Dy - D¢

Value of firm to specific stakeholders Old OC Shareholders’ payoff
New CC Shareholders’ payoff

Old Society’s payoff

4
VSHZ

VSHl
New Society’s payoff

VSOCZ

VSOC]

Market
value of the
firm
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Figure 2 The ‘Moral Debt’ Distribution Payoff Graph of a LBO that increases ‘moral debt’
due to compulsory layoffs due to poor corporate garnance design allowing

expropriation of rights (benefits) from less powertll insider stakeholders by elites.
This graph represents the value of the CC to ol@)(€hareholders, new LBO shareholders and soaditgtakeholders). Here
we consider an OC that becomes a CC using dellfofinance the takeover, whilst at the same tinoegasing ‘moral debt’
through compulsory layoffs by unjustly redistrimgiresidual, labour and decision-making rightsntérinal stakeholders (i.e.
employees). Note, MV = Market value of the firm guity + Total Debt, = Value of the firm to shareholdersg)t = Value
of the firm to society (i.e. all stakeholders); ®Financial debt claim, P= Total ‘debt’ claim where ‘Moral debt’ claim iBy =
DT = DF

Value of firm to specific stakeholders Old OC shareholders’ payoff
4 New LBO shareholders’ payoff
VSH3
Vens Society’s old payoff
Society’s new
payoff with
compulsory
Vsoct layoffs
VSOC3
Market
value of the
firm
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! There is a need to clarify the difference betweB®s and EOs. For instance, EBOs are usually n@¥#16wned
by the employees, they also have a large propodiothe employee ownership through share purchésed
ESOPs that are not allocated voting rights, andi@yeps do not usually have board representatioafisky, et
al., 1998). Whilst, EOs in this paper are assuroduketsimilar to, SBC, JLP and the Mondragon Codpexawhich
are 100% owned by insider stakeholders (i.e. engas), where these stakeholders also have votimgsrignd
board representation.

2 Corporate governance systems need to provide safég for ex ante screeningf/incentives and ex post
bargaining/administration of (explicit and implicihcomplete contracts (Williamson, 2005, 2002, 8,99085).

% This paper does not treat value as monistic bytlasstic in that it encompasses both monetary modal (e.g.
intrinsic) value. As Alan Carter (2010a, p26-27¢ sd#so Carter, 2010b) argues “the presumption hfevenonism
can prevent utilitarians, for example, from seeihgt (1) the total number of worthwhile lives, (@) level of
average happinesand (3) equality (at the very least) must all be ofueal And it appears that there must be a
plurality of such core values... But if this is sbeh we should reject the presumption of monigstablishing
certain values as contributory values, and, therebyjustifying a form of value-pluralism. Once have grounds
for accepting some form of value-pluralism, the ke&jological question becomes: What is the relatigm between
the core values—including those of quantity, qyakind distribution?...a practicable bundle of cimtiory
values...would represent the bundle of greatest dwake. Thus, abandoning value-monism does noessarily
entail that there would no longer be a determimat®ver to any moral questions—even if the answenlig one in
principle.” As Ostrom (2005, p11) observes “manytef values pursued by individuals are intrinsiltiga that may
not be represented by external material objects tlagir presence and strength are important pattseandividual
to be examined. Building on top of the single indijal are structures composed of multiple individuafamilies,
firms, industries, nations, and many other untemselves composed of many parts and, in turn passll larger
structures.” See also Dworkin (2006) and TurnbL®75) on monetary and nonmonetary value. See Géster
(2004) for a survey on the problems facing monisgalitarianism and Brown (2009) argument on “deratizring
accounting technologies requires a move from maoldo dialogic accounting principles...the impoxa of
avoiding ‘monetary reductionism’...”

* “The fundamental issue of opportunism in the cacting problem is inherent in Commons’ work thatesgially
defines institutional change as emerging from rgswis to strategic problems in social relationstampong willful
and conflicting individuals. Williamson (1996, p0O)5recognized Commons’ appreciation for the sufptktd
significance of the role of opportunism in the gaance of economic activity: John R. Commons guaitid much
of this in his insistence that ‘the ultimate unitaztivity . . . must contain in itself the thredneiples of conflict,
mutuality, and order’. This unit is the transactiddot only do proponents of transaction cost eauine concur that
the transaction is the basic unit of analysis,tbuhem, governance is the means by which ordacéemplished in
a relation where potential conflict threatens toaer upset opportunities to realize mutual gaimansaction cost
economics attempts to operationalize that presomssage” (Covaleski et al., 2003, p424).

® JLP annual report and accounts (JLP, 2009a) shatthe John Lewis and Waitrose operations resgéygtost
500 jobs and gained 900 jobs. In other words, du2i®09 John Lewis lost 730 partners whilst Waitrgamed 900
partners and other operations gained 100 partiiérss, JLP overall gained 500 partners between 2008/ an
increase from 68,200 to 68,700 and during 201thpastincreased from 68,700 to 70,000 (JLP, 2010).

® As Williamson (1996, p48, italics his) observesdfisactions that are subject to ex-post opportumighbenefit
if appropriate safeguards can be devised ex amtieRthan reply to opportunism in kind, therefdhe, wise prince
is one who seeks both to give and to receive ‘btedcommitments.’ Incentives may be realigned, \@pesior
governance structures within which to organize rbaydevised...To assume, moreover, that human ageats
opportunistic does not mean that all are contipugien to opportunism. Rather, the assumptiorha some
individuals are opportunistisome of the time and that it is costly to ascertaiffedential trustworthiness ex
ante...Lest the world be reorganized to the adgentd the more opportunistic agents, checks agajpsortunism
are needed.”

" Including moral obligations, i.e. to minimize ‘nadebt’ and opportunistic behavior.

8 Sharing of jointly-owned assets problem is defias problems in jointly-owned property-rightsttlarise, for
example, if a group of people have the right toaat crops grown in the same field whilst the sigiof these
property rights is not (physically) inevitable (ldefness, 2003). See also Ostrom (2000) on comnupegy rights
and common-pool resources arguments that are sitailahe sharing of jointly-owned assets argumeritse
jointly-owned assets discussion is beyond the sobigs paper.
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° Transaction costs of incomplete contracts folloem@nons (1933) ultimate unit of activity which cdates law,
economics and ethics, which there are three typasgaining, managerial and rationing: bargairtiagsaction is
measured in monetary value (e.g. dollars); manageransactions are through rights and duties;omatp

transaction apportions benefits and burdens (sdl@mvéon, 1985, 1996, for in depth discussion ads thatter).

19 See Ostrom (2003) and Williamson (1985) for are#igat discussion on the limitation of the prodantfunction
argument

11 For instance, Williamson (2005, 2002, 1996, 198%jues that markets for debt and equity can begtitoof as
external governance systems and not solely asraftseources of finance.

12 See Appendix A for an illustration of moral delistdbution payoff graph based on work by Guidakt(2008).

13 The relation between elites, plurality of valuesl #Pareto) efficiency is that decision-makingds the problem
of reason versus sentiment. That is, “it is neitle@ason nor sentiment that should be maximizedgore the
survival of an elite, but [Pareto] efficiency. Aefficiency is produced through a delicate balanoédure of
reason and sentiment, working not against one anotbut in harness...it is only efficient elitekather elected,
appointed, or self-chosen-that gain substantigbsugrom those who are on the receiving end of thecrees...It is
the over-all efficiency in the task of generatimglalistributing order, riches, knowledge, beaugredness, and
virtue that makes the elites perceived as ‘legitéfiand thus helps their tenure (Zetterberg, 1920;21).

4 Zingales (2000, p1635) argues on implications fauation “the presence of implicit contracts in tiexus also
raises two important issues for valuation. Firee tmembers of the nexus can be paid above or btieiv
opportunity cost in different moments of their te@laship. This creates a wedge between market piacel the
opportunity cost of inputs, which makes it impossibo identify the value created by a firm with thayoff
accruing to equity holders. As a result, stock@ibanges are not reliable indicators of welfa@nges even when
the market is perfectly efficient. This possibilisarns us against drawing any welfare conclusiomfevent study
analysis. Second, this view of the firm recognies existence of hidden organizational assets [(ailities).
Understanding and valuing them is a major challdngéuture research.”

15 williamson (1991) discussion of Shleifer and Sumsr(@991) paper offers another perspective, isteld of
breach of implicit agreement problems there areaganal discretion problems. In other words, mansg have
Hicksian preference for an ‘easy life’ where mamaget over pay themselves and workers, which leads t
economic inefficiency. It is argued that this ecamoinefficiency is a possible reason for LBO aityivThe
managerial discretion problem should be less abalpm for EOs because of their corporate govemmaiesign,
e.g. because remuneration in these EOs are natedkby the boards of directors but by other bogrusti-tiered
boards are discussed in section 3 of the papes)ttieilessoning the opportunity for managerialréison. Also
EOs like JLP restrict the differential in pay beemeiop and bottom earners, e.g. for JLP it is Whére as FTSE
firms it's more in the region of 250:1 (JLP, 20T&yidi et al., 2010).

1% In a recent conversation with Christine Coopem@d and Cooper, 1999) confirmed that even thougpleyees

co-owned the firm they did not have votes to ebatyone to the Medway's board and thus did not Hzoerd
representation.
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