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ABSTRACT

We use a public interest approach to assess the impact of weak
regulation and troubled labor relations on the Hellenic
Telecommunications Organization (OTE) market and social
performance since 1992. Our findings confirm that regulation in
tandem with reduced state ownership generally improves market
and social performance. Much depends on the intensity of regulation,
not just its scope. Labor also plays a critical role in tempering
performance in critical junctures of the privatization cycle; in order
to secure industrial peace in the short run political authorities
undermine the company’s long-term market performance. The study
sheds light on the political calculus of labor policy and state-business

relations during and after privatization.
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Politics, Labor, Regulation, and Performance:

lessons from the privatization of OTE

1. Introduction

We seek to understand the impact of privatizatiprekamining the country’s
flagship project, the gradual privatization of tHellenic Telecommunications
Organization (OTE). Following Durant et al (1998) differentiate between
two types of performance: one that reflects mankaties and affects the
company’s management and another that reflectsalswaiues and affects

society at large. How do weak regulation and treddiabor relations affect

OTE’s market and social performance?

The criteria of performance change with privatiaati Public sector bodies
pursue many different goals, while private compsrigeus more squarely on
economic performance. For this reason, we follopublic interest approach
which couples the monitoring of economic perforneand the achievement
of social objectives. Analysts contend that inciregsnarket exposure through
reduced state ownership, regulation, and status poblic disclosure

significantly affects performance. Generally, asrkaa exposure increases,
market- and social-based performance improves. \Wgieathat shifting

degrees of political involvement through regulatantensity and labor



relations refract the hypothesized beneficial @ffeof reductions in state

ownership.

We have chosen to focus on OTE because of its impoe for the Greek
market. In this way, OTE becomes a linchpin by Wwhwe may gauge the
progress of privatization. Being one of the biggesinpanies on the Greek
stock exchange, its fate and financial health teste throughout the national
economy. In addition, potentially lower social afidancial performance
indicators may retard Greece’s efforts to moderigixen the importance that
telecommunications play in everyday life in generahd economic
development in particular. We examine primarilyuss regarding fixed-
telephony because mobile telephony or data serwesm® introduced after

privatization began. In that case, a pre/post adelsggomes impossible.

2. The Privatization of OTE

OTE was gradually privatized in the 1990s and 2000sugh successive
minority share offerings. Like the entire Greekvgptization program, the sale
of OTE was crucially driven by revenue-raising inttees (Pagoulatos, 2005).
However, the policy ended up fundamentally tramsfog the structure and
operation of both OTE and the telecoms market. rAdtedaring but aborted
effort of the ND government in 1992 to transfer g&rcent-plus-management
of OTE to the private sector, the post-1993 PASO@Kegnments adopted a less

confrontational, gradualist approach, which empeakithe retention of public



control over major public utilities such as OTE elstrategy evolved under the
second Simitis government of 2000-04 into a boldwice of crossing the 49
percent privatization threshold. Public control Icostill be made possible
through a blocking minority stake, as long as #& of the company’s shares
were widely dispersed. Legislation in 2000 laid ¢gmeund for allowing private
majority stakes. The legislated minimum public stasdf 51 percent was

lowered and eventually stood at 22 percent by Z6agure 1).

Figure 1. State Ownership of OTE
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Since the mid-1990s, Greek authorities sought tegmate OTE to an
international alliance (Mohan et al, 1996). Howeuewards the end of the
1990s there was growing concern that OTE was ngsdhme boat of
technological change, at a time when South Europel@ecoms organizations
(the Spanish Telefonica, the Portuguese PT andcdeldtalia) were moving

faster to joining strong international alliancesr@himo, 1997). The benefits of



partial privatization in terms of shareholder cohtind managerial efficiency
were decreasing. Thus, reduction of state contral minority stake sought to

prepare the ground for the entry of a strategitnear

Though the revenue-raising incentive behind OTHiwabization remained
strong, the doctrine evolved. The PASOK governmehtfie 1990s sought to
render OTE a healthy and profitable public entegrlelivering shareholder
value to its public owner. OTE was turned into atfanal champion”, leading
Greek corporate expansion (alongside the NatioraaikBof Greece) to the
emerging markets of Southeastern Europe. Howevearlennvestment
threatened OTE’s ability to catch up with the nbig technological waves,
such as broadband telephony. Thus, the “natioraahpiion” strategy gave way
to internationalization through entry of, and tf@n®f management to, a major
foreign strategic partner. After various vicissiéggd the policy finally
materialized in 2008, with the entry of Deutschdekem, amounting to a
belated or “slow” internationalization of OTE (Qbh, Diaz-Fuentes, and
Revuelta, 2010). Deutsche Telekom bought an additi percent of OTE’s
shares, raising its existing stake of 22 percen3opercent plus one vote.
Together the Greek government and Deutsche Teldi@ha majority of 50
percent plus 2 votes in OTEA major reform of OTE’s employment regime in
2006, in agreement with the company’s labor uniedefation(OME-OTE),

led to the voluntary retirement of a large numbleeraployees and liberalized

! In 2009 the Deutsche Telekom share rose to 3Gepeend the government share was reduced to 20
percent.



individual contracts for all future hiring, pavirtbe way for the entry of the

strategic partner.

The 2001 liberalization of the telecoms sector, cvhivas led by European
integration imperatives (Clifton, Comin, and Fusnh®@006), accelerated OTE’s
restructuring in terms of internal management stmaés and quality of service.
In view of liberalization, the government undertoakl160-billion drachmas
investment program in 1997-2000, largely fundedhsyEC, from which OTE
benefited significantly. When a public utility ierted to operate in a newly
liberalized environment, strategies usually rangeveen two poles. At one
pole lies a strategy of disregarding the loss ofketashare and focusing on the
priority of retaining existing profits. At the othpole lies the opposite strategy
of seeking as a priority to retain market shareneaethe cost of accepting a
reduction of profitability. OTE followed the secosttategy to an extreme. In
the areas where it faced competition, OTE limitsdprrofit margins to as low
as 2-3 percent, in order not to lose market sHadeed, operational profits of
OTE declined following the 2001 liberalization, bube decline was
significantly offset by the large profitability o©OTE’'s mobile telephony
subsidiary, Cosmote, launched belatedly but sutdbssn 1998. The latter
accounted for an important share of the consoliptefits of the OTE Group.

It can well be argued that OTE’s strategy was emdogs to its inherited



employment relations. Given the instituted job tenof its personnel, a lower

market share would also inevitably imply lower ptatfility?.

3. Politics, Regulation, Labor, and Performance

State involvement in corporate management haseshiift the last twenty years
from direct methods of control, i.e., ownership, italirect methods, i.e.,
regulation (Zahariadis, 1995). When it comes tecedemmunications, the
question is not whether state involvement wanesshobw well it aids enterprise
performance in its market and social tasks. Weeasahthat regulatory intensity
(not just scope) and labor relations mediate tlsellt® making them far less
beneficial under certain conditions. However, w&naevledge that company
performance also depends on many other internal extdrnal factors,

including managerial vision and strategy, labotiskiechnological innovation,

market maturity, and domestic and European legaltax concerns (Bortolotti

et al, 2002).

Because of privatization, governments can no lommyertly affect company
decisions. But they often appeal to the publicregein order to stay politically
engaged via weak regulatory structures and peanbtibor tension. Regulation
is a form of state involvement (Latzer et al, 2006)s expensive because of
information costs. Regulators need to collect imfation to make decisions

that stimulate competition and protect the pubfiteiest (Baumol, 1995). If

2 We owe this last point to the paper's anonymoteree.



authorities do not have enough resources to colkks information
independently, they have to rely on privatized cames, risking regulatory
capture. Companies have incentives to selectivetyige information that
favors their pricing schemes or discriminates agjapotential competitors
(Rees and Vickers, 1995). Such “weak” regulatiosoahggravates “the
commitment problem.” The privatized company willtnmake substantial
sunk-cost investments because it is uncertain ath@uregulator’'s guarantee
that external parties may not opportunisticallyleighe situationex post The
cost of capital is likely to increase. When capitatts are used to determine
prices, prices are likely to rise to compensate risk-adjusted returns by
investors (Grout, 1995). Consequently, the quabfy regulation is very
important in assessing company performance. Ifsb@pe and intensity of
regulation are weak, politicians will be called npo arbitrate disputes either
by regulatory authorities or by potential entrafitse narrower the regulatory
regime, the greater the political involvement ikely to be in company
management. More political involvement translat@s ia blurring of market-
based performance because politicians seek tofysatagional and special
interest needs that go beyond the company’s “welf&olitical interference is

in this case more likely and more costly to thegized company.

The Greek national regulator is Hellenic Telecommoations and Post
Commission (EETT). It is an independent, self-fuhdkecision-making body
whose aim is “to promote the development of telemomications, to ensure

the proper operation of the market in the conté>@aund competition, and to



provide for the protection in the interests of ersers” (EETT, 2009).It was
established in 1992 but did not commence operatiotig 1995. Its powers
were further strengthened and broadened with [&8865/2000 and 3431/2006.
Changes in the regulatory regime provide a unigqy@odunity to assess three
different phases of state involvement (Latzer et28l06). The first we call
virtual regulation (1992-1995). The second phase calt weak regulation

(1996-2000). The final phase, since 2001, we callslength regulation.

Concurrently, we track the various ownership sdlgsthe Greek state to
private investors. The first sale, which took platcel996, coincides with the
beginning of the weak regulatory period. The renmginsales, taking place
over several years since 2001, occurred in thesalemgth regulatory period.
We examine whether ownership sales precede or edicsteonger regulatory
control. If they precede changes in regulatory ntwe may attribute
performance gains/losses in the qualitative amnalgsprivatization and reduced
direct state involvement. If they succeed changegegulation, we may
attribute performance changes to regulatory contaold indirect but
strengthened state involvement. More direct statelvement, under virtual or
weak regulatory conditions, is likely to increasarket-based performance but
reduce social-based performance. The reason is pitizdite investors are
interested in profitability and the financial héalbf the company. As such,
management is likely to pay more attention to thedecators and reduce the

temptation to interfere in operational manageme&he logic of privatization

% Since 1998 EETT has also been responsible fotatigg postal services.



demands that company health be made a priorityoédh management and
state. Because successive governments wantedraagecinterest in possible
future sales, they needed to maintain a profitahkd viable operator. However,
the (virtual) presence of a weak regulator meaas ghcial objectives, such as
reductions in call failures, increase of networkatslity, and transparency of
indicators through public disclosure will not betiomlly pursued because they
require resources that may be taken away from tpraind other income-

generating activities. Simulation or nurturing aftwal competition through

regulation may likely achieve these objectives. €aguently, we expect social-
based performance to increase significantly onlyinguthe third period of

arm’s length regulation.

Privatization reduces labor benefits and incredstasr anxiety about possible
lay-offs. Consequently, unions become more militahbbor relations
deteriorate, but the rate of deterioration is madagy political parties because
they control different unions. Acting in the nanfelte public interest, political
parties use the uncertainty felt by labor to opposesupport government

policies.

Changes in ownership bring about a shift in compalpjgctives. For various
reasons, public sector companies tend to be ovidtas political paymasters
seek to placate various constituencies in ways lihae little to do with the
company’s profitability or financial welfare (Aharp 1986). The public sector

is often used to provide political favors, buy ®tespecially in marginal



constituencies, and subsidize interest groups deeteneficial by the
government. Sale of ownership shares removes #fésets and increases the
pressure on management to become more attunedvdepsector objectives,
l.e., to reduce costs. Unions interpret this stpat@ith due caution because it
logically translates into labor-shedding (Haskeld aBzymanski, 1994).
Employment, therefore, is expected to fall withams becoming more militant
in an effort to prevent or avoid this fate. Higates of labor unrest are likely
to reduce company performance as employee and mar@g attention is
focused on resolving operational differences rattiimn on increasing the
quality or quantity of services (Ferner and Col]id§93). Market- and social-
based performance indicators are likely to suffethee company is gradually
privatized. As long as the government continuesntntain part ownership
and a presence in senior management, labor unidh€omtinue to behave
politically, seeking a political settlement to ieesingly private labor-
management differences. Labor tension is more Jlikel subside when the
government severs ownership ties with the now pgiveompany. Private
management will likely drive a tougher bargain wabor because the range of
issues separating the two is reduced. Politicsois less prominent because
labor concerns are no longer a form of politicaltpst. As differences between
management and labor diminish, the company wilusomore squarely on

improving market- and social-based performance.
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4. Hypotheses, data and measurement issues

Based on the above discussion, we can derive tloeving hypotheses:

H1:. Gradual privatization increases market (H1.1l) ardcial
performance (H1.2) but it also increases politicablvement by way of

rising labor tension (H1.3).

H2: Weaker regulatory intensity leads to higher mangkerformance

(H2.1) and lower social performance (H2.2).

H3:. Rising labor tension decreases market (H3.1) asudtial

performance (H3.2).

Our timeframe involves the period from 1992, whiolarks EETT’s creation,
to 2008. It involves four years prior to OTE’s firsale of shares, offering a

benchmark against which we examine subsequentrpsafce.

The dependent variablesinclude market- and social-based performance.
Market-based variables generally measure OTE'snGi@h health, measuring
only fixed telephony, i.e., the parent company aontthe OTE group which

also includes Cosmote, a mobile telephony subsididre variables include:

= Labor Productivity measured as revenues (million €) per employee per

year corrected for inflation and logarithmicallptisformed;

11



= Capitalization measured as capital expenditures in fixed agselison
€) per employee per year corrected for inflatiord dogarithmically
transformed,

» Profitability, measured as pre-tax profit (million €) deflatedda
logarithmically transformed;

= CompanySize measured as total revenues (million €) deflated a

logarithmically transformed.

All data was taken from OTEAnnual Report(various years). Amounts were
deflated using the GDP deflator in IMF,earbook of Financial Statistics

(various years).

Social-based variables capture the quality of ses/delivered by OTE. They
are prescribed by EETT and include:

= Technical faultsmeasured as technical faults per 100 connections;

» Network Reliability measured as percent of faults repaired within the

next working day.

We also collected data on call failure rates bubduonately 11 years were
missing. Moreover, the methodology for collectingls data was changed by
EETT, rendering impossible comparisons before aftdr £2007. Data on
directory assistance was equally sporadic. All @éatataken from OTEAnnual
Report (various years), supplemented, if necessary, by deovided directly

by the company.

12



Ourindependent variablesinclude:
» Regulatory Intensitymeasured as strength of regulatory powers (O in
years 1992-94, 1 in years 1995-1999, 2 in year9-2005, and 3 in

years since 2006;

= Status of Labor Relationseasured by

a. hours lost, measured as number of man/hours losttdustrikes
logarithmically transformed;

b. annual real percent rise in compensation per ersploylata are
deflated using the consumer price index;

c. number of employees in thousands logarithmicallgngformed;
hiring more employees or paying them better givesaliernative
measures of labor tension, hypothesizing higheripeneases make

controversial management decisions more palatadébbr.

= State Ownershipmeasured by
a. degree of state ownership, as indicated by peraseshares owned

by the state.

We also collected data on number of EETT staff bodget as proxies for
regulatory intensity. The idea is more resourcetherform of more staff or
higher budgets indicate greater regulatory intgnditnfortunately, missing
data precluded us from including these indicatorsur statistical analysis. We
could locate data on the number of EETT staff aihce 1998 and data on

EETT’s budget only since 1999. The short duratibavailable data makes any

13



statistical analysis using these indicators highugpect. Data regarding labor
relations and state ownership are taken from OABnual Report(various
years), supplemented, if necessary, by data prduwildectly by the company.

Data about EETT are provided by EETT’s press infdram service.

Control variables include:
» General Macroeconomic Conditionsieasured by two indicators:
a. percent real economic growth;
b. national unemployment rate (numbers unemployed easept of

civilian population).

Data are taken from the IMF¥earbook of Financial Statisti¢garious years).
We also collected data from 25 interviews with fikey stakeholders of the
company: government officials, EETT officials, OTtanagement, OTE labor
(employees and relevant union members), and paliggcoups (individuals
from political parties who are knowledgeable and/esponsible for
telecommunications). The interviews were semi-stngxl. The interviewees
answered several questions, but they were alsa diegibility to articulate
their own concerns and opinions about other isskieg considered relevant
and important. The structure of the interviews jue@ed any coding schemes.
The time frame of the project does not allow ugxamine the effects of the
entry of Deutsche Telekom in the management of (BLE ,we addressed the

expectations of key stakeholders regarding the gdnah management.
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We use both quantitative and qualitative technigtesanalyze the data.
Quantitatively, we run a Prais-Winsten regressitowever, the low number of
degrees of freedom reduces the reliability of endihgs. For this reason, we
use the statistical results as preliminary guidel @ammplement statistical
influence with qualitative nuance. Qualitativelye wsk our interviewees about
possible political influence and whether they pateat has hampered the
company’s performance. We use triangulation teakesqo verify arguments.
For example, we asked the same question of OTE geas@and employees to
verify the impact of a particular source. We alsedia snowballing technique
to identify individuals we may have missed. Thigalves asking interviewees
about other important, knowledgeable individualsomhwe should interview.
Once interviewees no longer offer new names, webeaoertain that we have

interviewed the more important persons.

5. A Statistical First Cut

Does the state’s reduced ownership affect OTE'sopmance? If so, to what
extent do regulatory structure and (more-or-less)lded labor relations affect
OTE’s market- and social-based performance? Tabi8s summarize our
findings. The models have a reasonably good fppJa®ing in some instances
more than 95 percent of the variance. Howeverfithe poor when it comes to

capitalization and profits.
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Decreasing state ownership has a significant eftectmost indicators of
market performance (H1.1 — see Table 1). Labor ymtidty is negatively
affected, confirming our expectation that as statmership decreases, labor
productivity increases. The same is true for ovesiae. Conventional wisdom
appears to be correct, as government retreats dnwnership, OTE’s market
performance increases. Surprisingly perhaps, thisnot the case with
profitability, which appears not to be affected &tate ownership. The low
number of degrees of freedom precludes any additimmalysis. Rather we use
these as preliminary findings and leave the gqualésevidence, which follows

this section, to fill in the rest of the story.

Social-based performance follows the same patlsté&®e ownership decreases
over time, the number of technical faults also dases. Under the same
conditions, network reliability improves. Again, ethfindings confirm our
expectations of the beneficial effects of privaima, even after taking into

account the regulatory framework and macroeconaomtrols (H1.2).

Table 1 also includes estimates of the impact giilegion. As mentioned in the
previous section, regulation was weaker in the yye@rto 1999 and has since
been strengthened. The findings confirm somewhatpibsitive relationship
between weak regulation and lower social perforraafit2.2). As expected,
when regulatory intensity increases over time, nhenber of technical faults
decline. But the network’s reliability remains ufeated. However, the same

cannot be said about regulation and market perfoce@H2.1). In three areas
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of market performance—capitalization, size, andfifze-regulation has no
effect. Moreover, stronger regulation leads to arglabor productivity. Why?
The reason has to do with competitive pressure® fifain purpose of
regulation in telecommunications is to meet sogadls, prevent potential
abuses due to predatory behavior, and stimulatepebtive pressures to
enhance consumer welfare. In all cases, labor ptody is likely to increase
as companies become more efficient in their questhigher profits under
external regulatory constraints. The findings parsupport Boylaud and
Nicoletti’'s (2001) cross-national findings regamglinregulatory effects.
Examining telecommunications firms in OECD courgri@uring the period
1993-97, the authors find that regulatory regimes$ ot state ownership
account for improvements in labor productivity. Ofimdings from Greek
telecommunications reveal that both do. It is dussihat the Greek case is an
outlier or that their shorter time frame yields Ie&ling results. Nevertheless
and somewhat contrary to conventional wisdom, osmmpr rather than

regulation has the stronger and more robust impact.

We checked the robustness of our findings in twgswdirst, we re-ran the
equations by measuring regulation as a dummy Marigétting the value of 1
during the third period of arm’s length regulatioe,, since 2006; O otherwise.
We also measured regulation as strengthening 20@6; O otherwise. As we
postulated above, we expected social-based perfmen#o be particularly
affected only after the intensity of regulation aleed a certain threshold. In

both cases the findings do not support this argenidre results were exactly

17



the same, suggesting that the mere strengtheninggoidation, rather than a

particular threshold, has the anticipated impact.

Second, variance inflation factors suggest theipiisg of problematic levels
of multicollinearity between state ownership andjulation; vif<6.5. As a
result, the models may understate the true effdfotsther variable. In separate
equations we estimated the effects of state owiperahd regulation. The
effects of state ownership stayed the same ingalhons, adding more weight
to our statistical findings. In the case of regolat the results stayed the same
except for size. When we don’'t account for statenenship, strengthened
regulation now becomes statistically significantroBger regulation leads to
increases in company size as measured by revediats.ownership appears to
overshadow regulatory effects in some cases. Adld¢levates the significance

of using qualitative evidence to complement thésteal results.

Table 2 shows the impact of labor relations on gremnce. The effects of
state ownership are almost identical to the one$able 1. This adds more
weight to the statistical findings. However, lalbension seems to be unrelated
to either market or social performance (H3.1 and2H3Ne re-ran the analyses
using the number of strikes and strikers. The impas similar; no relation.
Why? Our interviewees note that labor issues hawgaificant effect on
performance, especially profits, but it is possitilat our numerical macro-
indicators do not capture the subtle impact of oized labor. It is also

possible that strikes for better pay or more béseiie less important than the

18



guality of labor’s skills on company performancee Wxplore these issues in
the next section. At this point, we don’t have atstistical evidence to support

the argument that labor tension affects markeboia$ performance.

Finally, Table 3 includes estimates of the impdacstate ownership on labor
relations. We hypothesized gradual privatizationuldolead to rising labor
tension (H1.3). Table 3 partially disconfirms owmpbthesis, after accounting
for OTE’s profitability and the Greek unemploymerdte. Lower state
ownership actually leads to fewer hours lost duestiikes and to lower
employment. While lower state holding is accompdrbg labor shedding, as
Haskel and Szymanski (1994) theorize, unions dobescbme more militant.
Ferner and Colling (1993) claim unions strike teyant lower company
employment levels, but this is not the case withEOAIl OTE employees
(excluding its subsidiaries and excluding new OBEspnnel hired after 2007)

enjoyed job tenure.

At the same time, pay raises are generally higheteu state monopoly.
Although the statistical test shows no relationdiepwveen state ownership and
pay raises (Table 3), the actual data tell a dfierstory. The average real
compensation growth per employee for the period41Z®0 (our employee
raise data begin with 1994) stands at 5.38 perednle the average for the rest
of the time period under investigation is .34 patcé/hat makes the difference
are primarily two years, 1999 and 2000. They shagnicant spikes in

employee compensation (an average of 13.28 peraedtcoincide with state
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ownership hovering slightly over 50 percent. In 20the state’s share falls to
41.76 percent. Clearly, the raises were given to/*tdabor’'s acquiescence in
return for the state dropping its majority owneatgs. In line with Haskel and
Szymanksi (1994) labor is likely to view privatizat when the government is
no longer majority owner as inimical to its membesalaries because private
management wants to keep its costs down. Whilergaeseseverance packages
may buy labor’'s acquiescence to a sale of stateesha the short run, future

employee raises under private management are dyiniot generous.

6. Regulation and Corporate Performance

The information gathered through the interviews ¢@soborated the statistical
findings, and clarified certain aspects where stiail evidence has remained
ambiguous. During the period of weak regulation982000), EETT operates
under a 1994 law practically in a consultative ciyato the Communications
minister. It is not a regulator that is taken seslg, let alone feared by market
players; certainly not by OTE, who provided thdfstasources and even the
president of EETT until 2000. OTE, backed by thens, certain government
ministers, and the so-called “national supplier€TE’'s main long-term
suppliers of equipment) fiercely opposed marketerlttization and a
strengthening of regulation, exhausting all avddabossibilities for delaying
the EC-imposed liberalization deadline. This hasenbellustrated and

corroborated by several of the people interviewmdHis project. The extended
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deadline for the liberalization of the Greek tel®sosector was set by the EC
for 1998; Greece obtained a final deadline extensow 1/1/2001. In 2000 a
new government-appointed president of EETT took,oskected by reinforced
Parliament majority as an independent regulatotigaity on a 5-year term, as
provided by the new Brussels-originating legislativamework. After 2006,
the regulatory interventions of EETT are even fertitensified, with dense

regulatory output produced for specific telephoulysectors.

Since 2000, our interviews have pointed out, EETadgates into the new
liberalized environment as an actor with considerasutonomy from the
government. Often at odds with government ministeager to safeguard
OTE’s comfortable profitability and national champiposition, EETT was
emboldened by the institutional backing of the Bpaen Commission to
become OTE’s principal nemesis. The growing EET@spure on OTE in the
2000s often was opposed by government officialpe@slly the Finance
minister, who, acting as OTE’s major shareholdeaswnhappy with the
squeeze on the company’s profits. Backed by cegauwernment ministers, the
OTE administration took exception to the Europeam@ission’s support of
fully fledged competition, arguing instead thatraadl market such as that of
Greece needed a strong national telecoms compahgand not afford many

competitors.

Under the new framework of regulatory independenc2000, our interviews

pointed out, the principal objective of EETT wasbreak OTE’s monopoly in

4 Interviews with a former minister and two senigeeutives of OTE and EETT.
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the fixed voice telephony market and generate meaket competition. To that
aim, EETT enforced a number of measures that pegspre on OTE, such as
the possibility of carrier selection and pre-setactby the consumers, number
portability, and price regulation in liberalizecdid voice telephony. Thus the
EETT costing (wholesale price) and pricing (repaite) policy slashed OTE’s
erstwhile monopoly profits, forcing the companybtdly restructure if it were

to successfully compete.

EETT forced OTE to allow competing service provglén make use of its
network (on which it practically had a monopoly)aching them a certain
wholesale price. After 2001, in an effort to faeite the creation of real market
competition, EETT forced OTE to lower its wholespte&ces to competitors for
using its network, while at the same time it pratdeitd OTE from charging
consumers (retail price) below a certain threshwldch was already well
above the retail prices of its consumers. In 200482 for example, under the
price regulation exercised by EETT, the retail @sicof OTE were 20-25
percent higher than those of its competitors. FIBETT's standpoint, the
policy sought to prevent OTE from applying pricaisgze upon its upcoming
competitors; from OTE’s viewpoint, the company atsdinfrastructures were
being cannibalized by its competitorkinable to lower its retail prices in order
to compete with alternative service providers, Glifered a steady decline of
market share. EETT calculated its wholesale praren@ila by using forward

looking cost-accounting methods; that is, calcotatcosts on the basis of a

® This section has relied on interviews with a formenister, three senior EETT executives (present
and former) and two senior executives of OTE.
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hypothetical network free from actual OTE inefflooges, such as high labor
costs. This amounted to a strong pressure on OTiladmve its cost efficiency
if it were to survive market competition. Able ttiract consumers by offering
cheaper prices, a growing number of highly aggvessilternative service
providers started to gradually erode OTE’s markedre. Starting from 98
percent in 2002, the market share of OTE in fixeléghony declined to 66

percent in 2008 (EETT data).

Contrary to the initial expectations of EETT, whickflected the European
Commission doctrine, the competitors of OTE, whettered the market as
alternative service providers, failed to climb tineestment ladder from the
initial stage of exploiting carrier selection tcetfinal stages of creating their
own network. The 2001 global telecoms market crasbvented major
international players from entering the Greek markieough the domestic
market continued to grow, boosted by the investna@it liquidity bonanza in
preparation for the 2004 Olympic Games. For severabrs, market
competition was exercised by service providers wherated as resellers of
voice telephony, buying at low wholesale price fr@mE and reselling to
clients attracted by their lower retail prices. $hmompetition, until the end of
the period examined, remained focused on serviogsnat infrastructures,

where OTE dominate¥.

® As late as 2006, EETT and European Commissionspresled OTE to open a small part of its
premises to allow competitors to establish equignagr enforced the use of local loop unbundling
(interviews with EETT and OTE officials).
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In a labor-intensive service industry such as tafex; OTE’s exorbitant
personnel costs in the face of competition becarpaling factor. Hence the
main way for improving its balance sheet (being@mpany listed in the Athens
Stock Exchange and —from 1998—the New York Stockhargé as well)

was personnel downsizing. The reduction in the raembf employees,
reducing the denominator, improves the appeararicéalmr productivity

indicators. Thus, the finding of our statisticalabssis is better understood:
stronger regulation intensifies the pressure of mattion, leading to higher

labor productivity.

Unable to compete in retail prices, OTE during 2000s increasingly focused
its efforts on improving service quality, estabirghcustomer care, launching
and marketing new consumer products, taking adgentaf personnel

experience, incumbent status, and economies af3cal

Under the pressure of competition, the social perémce indicators of OTE
generally improved, and were typically superiorttiose of its rivals. To that
aim, OTE exploited the advantages of its monopolyhe network, by offering
fast repair of technical faults to its own cliersd dragging its feet when it
came to clients of other service providers. Forhsypecactices OTE was
repeatedly sanctioned and fined by EETT. Markessuee did not always lead
to improvements in social performance indicatoofiofving the 2005-06 mass

early retirement, OTE lost some of its most expexge personnel, as a result

" OTE was delisted from the NYSE in 2010.
8 Interviews with two former OTE managers and a@e®TE executive.
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of which service quality deteriorated and the madteare of its competitors
increased. The role of EETT on social performance has bedy omlirect,

consisting mainly of a (recent) obligation on comga to publicize social
performance indicators. But the causal link betweegulation and social
performance was clearly corroborated by the ineswet strong regulation
intensifies market competition; the force of conmipet and the effort to defend
market share lead OTE to improve its social pertoroe (technical faults,

network reliability, and client service).

From the early 2000s, OTE faced a rapidly changngironment, which
included both adverse trends and positive oppdrasiOne adversity had to
do with the international trend of substitution rabbile telephony for fixed
voice telephony, which suppressed OTE’s revenuessoime extent, revenues
lost to mobile telephony were recovered for the OJi6up thanks to its
competitive mobile telephony subsidiary Cosmote.tf other hand, around
2003 the broadband trend emerged, which allowegplteine lines to carry
large capacity online internet access, as oppasdidet previous low-data rate
dial-up connections. OTE had lobbied the governniamt to prevent EETT
from acquiring jurisdiction in regulating broadbapidces. As a result of OTE
pressures, the relevant EC directive was incorpdratto national law as late
as 2006, instead of 2003 as was mandated by th& BGvorth noting that the
mobile telephony industry joined OTE in lobbyingthovernment against the

regulation of broadband prices: OTE’s high retailcgs allowed mobile

° Interviews with an OTE executive, an EETT exeatiand a trade unionist from OTE.
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telephony companies to attract customers and iseréaeir own broadband
market share$§! OTE benefited from the regulatory loophole in 20®6 and
charged high prices for broadband connections. Udirdhe profitability of the
broadband business the OTE Group compensatedsfdoss of fixed voice
telephony market share to mobile telephony. Thissisubsidization practice
ended in 2006, when last among European telecomategs EETT acquired

legal jurisdiction over broadbartd.

7. Privatization and Labor Tension

As mentioned earlier the statistical analysis satgehat labor tensions
subside, instead of increasing, as privatizatimgmsses. The interviews have
helped us explain this apparent paratfoXhe qualitative evidence gathered
from the interviews corroborates our distinguishiogtical junctures or
watershed years in the period examined. As thesafgpyears are watersheds
in defining the evolving loss of state control o@FE, they are crucial for
determining the unions’ stance. The crucial yeahsckv also represent local
peaks of labor tension are the following. In 19%w is passed by the 1993-
elect PASOK government, following the ND governn®ntaborted

privatization attempt. The 1994 law opens the wa®TE’s entry to the stock

19 A principal motivating factor of this lobbying efft was also that the new legislative framework
granted EETT the power to regulate the mobile teday market.

* Information for this section was gathered throimrviews with several (acting and former) senior
executives of EETT and OTE.

2 |nformation for this entire section was gatherédotigh interviews with two former ministers,

several (acting and former) executives and managesTE, one former EETT official, and two trade
unionists from OTE.
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market and future partial privatization, settingneimum government share of
75 percent; in return to the labor union, the latablishes (or rather confirms)
job tenure of OTE’s personnel. In 1996 the firgieBcent public offer of OTE

shares through the Athens Stock Exchange is impitede In 1998 an

additional minority stake is offered to investohsough stock exchange, and
the government amends the legislated minimum steee down to 55 percent.
In 2000 a new law allows the state share to govb&ld percent but above 1/3

of the company’s equity capit4l.

Labor tension increases after 2004, as the ceigine-ND party comes to
power after 10 years of uninterrupted governmenhbeysocialist PASOK. The
pro-PASOK OTE unions become more aggressive, tmebeu of strikes and
hours lost in 2005 and 2006 increase dramaticaftgr a moratorium for the
2004 year of the Olympic Games. The year 2006 atheen watershed, when
new government legislation abolishes the mandatoryimum 33.4 percent
government blocking share and repeals (under E€spre) a 1994 legislative
provision that any other shareholder owning ovgreicent of the company’s
shares could not be represented above 5 percenhenOTE general
shareholders assembly. The intention of the newegowuent-appointed
management of OTE after 2004 was to bring in aermational strategic
partner-investor, preferably a large advanced Wiesstecoms company. The
plan did not materialize until 2008. Instead, iND200TE was subject to a

hostile takeover bid of over 10 percent of its skapy a private equity fund,

3 1n 2002 the Economy and Finance minister attempoedstablish a state golden share but was
rejected by the European Commission.
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which gradually, by buying shares from various mityoshareholders, raised
its control towards a 20 percent announced objedfRoussakis, 2010). After
realizing that it had opened the backdoor to ite @antenders, the government
officially proclaimed it would not accept a privasguity fund as strategic
partner and exercised a set of pressures thatyfitea to the 2008 entry of
Deutsche Telecom. In 2008 industrial conflict reexits peak; the number of
strikes and hours lost is the highest since 1994ha unions fight a rear guard
battle against granting Deutsche Telecom the rightoint management.
Throughout the period 2004-2008 industrial confliotensifies, and the
surrounding political context becomes ripe with somious polarization and

opposition accusations of a sellout of OTE.

In light of these observations, we re-ran the dqoabn hours lost (Table 3),
including a political party variable. It takes thalue of 1 for all the years ND
was in power; O otherwise. The results confirm #rgument that strikes
increase significantly when ND is in power. Prditdy now becomes

statistically significant. As profits go up, lab@nsions increase in the form of
hours lost. When company profits increase, unioasi@ore willing to fight for

more money. Thus, indication is provided of pot@ntent-sharing between
OTE and its labor union, the company raises wage®sponse to threat of
industrial action (Blanchflower, Oswald and Sanf&996). Since the issue is
not exactly within the remit of this paper, we $imalt seek to test or explore it

any further.
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The above observations and qualifications notwathding, the overall data
demonstrate that the gradual privatization of Og&#&dk to lower labor tension.
The information gathered through the interviews pasted to a number of
potential explanations. First, a careful focus e tompany's peak labor
union, OME-OTE, reveals the limits of industriatian. A powerful federation
comprising the company’s separate unions repreggpetnployees on the basis
of skills and occupational background (techniciasispp clerks, university
graduates, radio-telegraphers, etc), OME-OTE ewjogedensity above 90
percent. The OME-OTE power notwithstanding, itssptee effectiveness
during the period examined has been steadily daglimls OTE’s monopoly
erodes, OME-OTE becomes increasingly aware of tmésl of industrial
action. Over the 1990s and especially into the 80@ITE is no longer the
absolute monopoly in telecommunications. From thdyel990s consumers
can turn to mobile telephony, and from 2001 thedixoice telephony market
opens as well. Contrary to the labor union of thenapoly Public Power
Corporation, whose strikes are feared by the manageand the government
as being capable of paralyzing electricity provisio the country, OTE union
strikes lack any such pressure impact on the govenh Moreover, in a
market of emerging competitors, prolonged strikesileé only cause nuisance
to the consumers, who would react by turning tceraHtive telephony
providers. So limited union power in a non-monogtadi environment was a

reason why privatization, which evolved in paralgth the gradual (though
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belated) market liberalization, did not lead toreasing but decreasing labor

tension.

A second important explanation is that OME-OTE asted significant
concessions in exchange for its acquiescence opexd opposition to
privatization. In 1994, job tenure was reassuradirig the first public offering
in 1996, a number aghares were distributed to OTE employees. From ,1996
attractive voluntary retirement programs were togtid under the pressure of
OME-OTE. During 1996-2000, a consensus-seekingcpdaf industrial peace
was pursued by OTE’s management, concordant welgtivernment policy at
macro-level. Very favorable enterprise-level cdilee labor agreements were
signed, and an extensive bonus system was applild2004. Between 1994
and 2000, the annual average nominal wage incrdabe OTE personnel was
11 percent, without taking into account wage méatwaveraging 2.2 percent on
an annual basis. Until the 2001 liberalization loé telephony market it was
relatively easier for the company management toisfgatemployee
remuneration demands. The annual average nominge wecrease for 2001-
2008 was ostensibly lower, 3.8 percent, but sbiipve in real terms. Wage
increases in OTE were typically above the nati@adlective labor agreement.
Eventually, as a result of chronic overstaffingstpalientelistic hiring of
personnel, and generous remuneration policiesywdge bill of OTE was very
high. Until 2006, when a large scale voluntary paerel exit was implemented,
OTE’s wage bill totaled 33 percent of the compamg\genues, compared to 22

percent average levels for other European nattetetom companies.
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Between 1996 and 2009, the company’s managemem¢nmepted successive
early retirement programs agreed with OME-OTE, Wwhienefited a total
9,700 employees, 2,200 of whom exited the compan2004-2009. OTE’s
workforce declined by 38 percent in four years sipartial privatization in
1996, while unionization of newly-hired staff stoat roughly 30 percent as
opposed to 98 percent for continuing employees gy 1999). The 2006
voluntary exit (agreed with the 2005 collective dabagreement) was an
example of a lucrative deal with the union in ortminimize its opposition
to the crucial government-OTE decision to lower stete share below the 33.4
percent threshold, which had ensured governmeukioig rights. About 1/3 of
OTE employees opted for early retirement under Yavprable terms, and in
2006 the company’s personnel fell to 11,700 fronBQd@ at the end of 2003.
OTE lost a large number of employees which incluagsdbest qualified
personnel, who thereafter went on to work in thggte sector or as external
contractors for OTEX* The wage bill went down to 26 percent of company
revenues, only to climb back to 33 percent by 2Q@@r of further reduction of
the government share to 20 percent) as a resuffenérous wage policies
combined with declining revenues. Following the @@&rsonnel downsizing,
OTE hired 1,200 new employees for the first tim¢heut the legally assured
job tenure hitherto enjoyed by all its employees. &result of the 2005-06
agreement with the management, and the abolitioreraire for new staff in

specific, OME-OTE suffered a credibility blow; itsadership was accused by

1 In that sense, to a considerable extent, the gmpat decline after 2006 represented a shift from
dependent employment to sub-contracting/ outsogrdimus suggesting an “increase in flexibilities”
rather than a “reduction in inefficiencies” (we othés point to the paper’s referee).
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the more radical rank-and-file of securing a goldetirement deal for its

members and unionists, at the expense of job sgd¢arifuture employees.

Apart from the favorable wage policies, a traditafreffective participation in
company management is another explanation for éngpéred labor union
opposition to privatization. OTE was a prototypicedse of industrial
democracy; union representation in the company'segong board was
established in the early 1980s, as part of theaistigovernment’s policy of
“socializing” public enterprises. Eventually, in &0 the legally binding
employee representation on the governing board wasminated
(Zambarloukou, 2010: 244ut the effective (direct or indirect) involvemeait
trade unionists in crucial company decisions reegim 1990-93, OME-OTE
had fiercely opposed the eventually aborted pmatiton plan, which would
transfer the company management to a private gitcatevestor. In 1996 the
new OTE administration was cautious enough to dotlog@ labor union into
accepting the new policy of partial privatizatidrhe policy was given a new
name, “equitization” fhetohopoiegeto avoid association with the unpopular
term of privatization. The OTE administration immlented the broader
government strategy of listing major public entesgs on the stock exchange,
in order to raise capital needed for extensive stment, expose them to higher
corporate governance standards and the discipfitleeomarkets, and prepare
them to compete in an eventually liberalized envinent (Papoulias, 2007:
162ff). The management of OTE after 1996 was keerermphasize the

inevitability of liberalization of the telecoms nkat, and the need for OTE to
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restructure in order to prevent becoming “anothéynic Airways”. The
specter of the collapsing loss-making nationalcanrier, erstwhile a powerful
monopoly enterprise (Featherstone and Papadimit2od8), was a compelling

counter-example for the employees of OTE.

OTE enjoyed another tradition that differentiatédrom the other flagship
monopoly public enterprise, the Public Power Caagion. It was not at all
infrequent for trade unionists to climb the compamyareer ladder up to the
highest echelons. Many evolved into company dimscéamd directors general,
some even made it to the top. Party political peige in a corporatist milieu
had a lot to do with that too. OME-OTE was usuabntrolled by PASOK
unionists, which meant privileged access to govemnpower when PASOK
ruled and political incitement to union mobilizatiovhen PASOK was in
opposition, as during 2004-09. Several ambitioupleyees had become trade
unionists in order to accelerate their career dgmknt within OTE. Some
evolved into real power holders in the companyisc@a multi-million value
procurement decisions, where corruption scandalse wiater revealed,
featuring OTE executives in the illicit payroll ofajor private suppliers. This
evolution and tenacity of power substructures wittme company was also an
inevitable outcome of the brief tenure of OTE’s gmment-appointed
administrations, subject to frequent replacement just upon change of

government but even upon change of minister. (204, the average tenure

5 As reported repeatedly in the Greek press overl®@0s and 2000s, and corroborated by two
interviewees.

33



of the company chairman was only 15 morithsThus employee
representatives remained a real source of ingtitatimemory, continuity and
influence until the 2000s; after 2004, labor uniofluence entered a period of

accelerated decline.

The close involvement of trade unionists with tleenpany’s operational and
business matters meant considerable receptivenegssanhagerial arguments
articulated by the administration, an attachmenth&ir company, and often
genuine concern about its future. The unions supgahe company’s major
restructuring and investment projects, as londhasd did not involve negative
repercussions for the personnel. For instance,tizhgjon, OTE’s major

investment project of the 1990s, had been a loagdetg demand of the union,
as among others it would allow time billing; it tothe entire 1990s to be
implemented, was accelerated after 1996 and coetpley 2000, boosting the
company’s revenues. A certain degree of “corpopateiotism” and pride of

employees and unionists in their company had belmga tradition of OTE.

They comprehended the irreversibility of the lidbeation prospect, and they
embraced the managerial vision in the second liafe01990s of turning OTE

into a profitable “national champion” active in tleatire Southeast European
region. Indeed, after 1995, an aggressive policyusiness expansion led OTE
to acquire major stakes in several national telecoampanies including those
of Serbia, Armenia and Romanit addition, again contrary to other major

public enterprises such as the Public Power CotijooraOTE had always been

' The 2004-appointed Chairman and CEO of OTE lafstedn exceptional duration of six years, until
his resignation in 2010.
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internationalized, by virtue of being interconnecteith international telecoms
networks. Since the 1950s OTE had an Internati®edations Department,
which was later upgraded into Directorate GeneEahployees and trade
unionists traveled a lot—since the 1990s they wkeeguent travelers to
Brussels—and OME-OTE was part of the European aehscunion federation.
All that meant that they were exposed to the ewglviinternational
transformation of the telecoms sector and capablmderstanding the external
market constraints. Such peer pressure and satialz mitigated union
militancy. They would strike, “for honor’s sakejié tin timi ton oplon)as an
interviewee put it, but they would generally aveadting industrial conflict to

the extreme.

In the increasingly hostile market environment lo¢ 2000s, and especially
after 2004, the cost-cutting pressure was felthaylabor unions. They reacted
with strikes after 2004, also seeking to block withety saw as the imminent
threat of transfer of the company’s managementht grivate sector, and
“foreigners” to boot.” The new collective agreement and personnel statute
signed in 2006 abolished job tenure for all new leyges and allowed the
company to hire executives from the market. This wavatershed for OME-
OTE. Deprived of job security for the newly entgriemployees, OTE’s labor
unions were confined to a “rearguard battle” (asnégrviewee put it) of trying

to rescue as much of theicquisas possible.

" Nationalist reactions had also carried the dayngu®TE’s first privatization attempt in 1992-93.
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8. Conclusions

We assessed the impact of regulation and labatiartaon OTE’s market and
social performance. Our findings generally confidraut also qualified our

expectations. As expected, regulation in tanderh vatuced state ownership
generally improves market and social performancat, Bs this case study
showed, much depends on the intensity of regulahiohjust its scope. Labor
plays a critical role in tempering performance intical junctures of the

privatization cycle; in order to secure industpaice in the short run political

authorities undermine the company’s long-term migpkeeformance.

Decreasing state ownership has a positive effechemmarket performance of
OTE especially when it comes to labor productivithe growing exposure of
OTE to institutional investors, market pressuresl aising standards of
corporate governance improves the quality of iteagement and enhances its
market performance. Similar is the effect on sop&formance. This is not so
with profitability; privatization erodes monopolyrgiits if it evolves in a
liberalizing market environment. In the 2000s itdifficult to dissociate the
decreasing state ownership of OTE from the intghggf telecoms market

liberalization.

Increasing regulatory intensity steadily opens wayOTE’s competitors,
reducing its market share, and squeezing its pimfity. Moreover, the
regulatory “commitment problem” intensifies. Becau3TE is forced to offer

its network to competing service providers at lavstc the company becomes
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reluctant to invest, viewing it as free-riding oms iown accumulated
investments on the network. OTE revenues, invedinreriixed assets and
profitability all follow the same trend: they peakound 2000 and begin to
decline after 2001. On the other hand, by stremgtigemarket competition,
increasing regulatory intensity forces OTE to imyrdts social performance in

order to defend its market share.

Privatization increases political involvemgmima facie But, as privatization

progresses, labor tensions subside, instead afasorg. This surprising result
of the statistical analysis was corroborated andagéxed, but also qualified, by
the qualitative evidence gathered through the wigars. Overall, the evolution
of privatization in parallel with the opening of ethtelecoms market to
competition pressures the OTE labor union into temmg labor tension. The
broader implication of this argument is that poéti involvement persists in
OTE but in ways that are different before privaima began. First, direct
government control has shifted in favor of indireneasures of influence,
especially profits. Monopolies were extended toairetmarket share and
profitability even as the state progressively lomsk its ownership grip.

Second, regulatory reform is not as easy as onbtrakpect. Monopolists will

not give up their power to extract high profitsivatt a fight. This is especially
true in Greece because of lack of technical exgertin the first couple of
years, OTE acted both as “poacher and gamekegp@viding experts and

manpower to the regulator. As regulation growsrgjes, the scope for overt

political pressure weakens not only over the pireat company but also over
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the regulator. With some delay, the constellatidncompany, labor, and

management interests realigns and company perfaernaiproves somewhat.

Third, this case study demonstrates that privatimatoes not simply involve

an outright sale of shares but is accompanied hgate labor policy. OTE’s

privatization became more politically palatable wtike government “bought”
union acquiescence through generous benefit paskafleis was shrewd
politics in the short-run but saddled OTE with higlibor costs over time.
Subsequent performance, in other words, does rpid@pend on ownership or
regulation but also political maneuvering whenatmes to labor policy. The
triangle of labor, management, and politicians nogcomes a pentagon of
management, labor, politicians, regulator, anda fesser extent, competitors.
Performance generally improves, but relations ansiageholders are now far

more complicated.

While the literature tends to emphasize certairect$f of privatization and

regulation on company performance, this case dhadyprovided fresh insight
on the conditions of implementation and the impw&aof sequencing of both
policies. In the initial stages of regulation, tegulator remains captured by
the monopolistic public enterprise. Similarly, imetinitial stages of gradual,
partial privatization, management and governmertistns are part of a

broader bargain with the union, whose power isegitined by a combination of

monopoly rents, job tenure, and political resourég¢ghe end of the day, union
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power is undercut not just by the progressing comgaivatization, but by the

growing intensity and depth of market regulatiomad.

39



Appendix

Table 1. Regulation and OTE’s Market and Social Pédormance

Market Performance

Social Performance

Labor! Capital’ | Siz€ Profits’ Faults’ Reliability
State -.017 -.036 -.013 .002 .342 -371
004y | (.012)* |(.004)* | (.030) (.088)* | (.110)***
Regulation 313 .397 167 .209 -4.80 -1.75
(1150 | (149 | (.100) (.741) (1.96) | 264)
Growth .040 -.024 .018 .067 -.032 .588
(.038) (.037) (.032) (.228) (.627) (.857)
Constant 5.10 6.54 7.99 4.79 14.52 97.86
(411)=* | (1.66)* |(.398)** |(2.76) (7.82)* | (9.94)
Adjusted R* | .564 423 .885 250 .809 541
N 17 16 17 17 17 17

1 OLS coefficients with standard errors in parengises
? Prais-Winsten coefficients with standard errorparentheses
*.05<p<.10, ** .01<p<.05, *** p< .01; two-tailed

Table 2. Labor and OTE'’s Market and Social Performance

Market Performance

Social Performance

Labor?! Capital' | Sizé Profits’ Faults' Reliability >
State -.024 -.013 -.017 .001 459 -.327

(.003)*** | (.005)** | (.004)*** | (.029) (.064)*** | (.099)**
Hours Lost | .010 -.028 -.008 -.118 .303 -576

(.039) (.040) (.030) (.143) (.620) (.583)
Growth .091 .008 .052 .039 -.885 123

(.055) (.053) (.043) (.222) (.881) (.842)
Constant 5.76 4.22 8.55 6.65 -2.51 100.8

(.613)*** | (.656)*** | (.489)*** |(2.78)** (9.88) (10.52)***
Adjusted R* | .684 641 786 240 870 557
N 17 16 17 16 17 17

1 OLS coefficients with standard errors in parengises
? Prais-Winsten coefficients with standard errorpanentheses
**01<p<.05, *** p< .01; two-tailed
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Table 3. Privatization and Labor Tensionl

Employees Hours Lost? Hours Lost? Raises
State .009 .042 .030 .010

(.001)*** (.005)*** (.008)*** (.046)
Profitability -.003 .832 .373 591

(.019) (.175)%* (.290) (1.06)
Unemployment | .068 -.077 -.752 2.24

(.023)** (.173) (.216)*** (1.03)*
Party 2.42

(ATT)**

Constant 8.68 3.85 14.85 -23.53

(.273)%** (2.44) (2.75)%* (12.65)*
Adjusted R? 995 .981 .807 137
N 16 16 16 14

1 OLS coefficients with standard errors in parengises

? Prais-Winsten coefficients with standard errorpanentheses

** 01<p<.05, *** p< .01, two-tailed
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