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Overview

Analyze two key types of data of interest for studying collusion:
earnings call transcripts
SEC filings

Analyze firms’ strategic use of financial disclosures to sustain
collusion

increased product-related discussions during earnings calls
fewer requests for confidential treatment for material sales
contracts in SEC filings

Interpretation: passage of leniency laws in foreign countries
has caused US firms to stop explicitly colluding and start
tacitly colluding—with tacit collusion based on communication
through earnings calls and SEC filings
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Economics of collusion

Theories for usefulness of earnings calls and SEC filings in
collusion include:

coordinate future conduct
public price announcements (or capacity/other)
in advance of effective dates

monitor past conduct
SEC enforcement (however disclosure “somewhat voluntary”)

mitigate buyer resistance
negotiate aggressive contracts and reveal those as benchmarks
to anchor other negotiations
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Overall reaction

Completely willing to believe that �rms will use all (legal?)
avenues available to them to enhance pro�ts

Including:
communication and signalling via earnings calls
communication and signalling via SEC �lings

Exciting that big data techniques open doors for new analyses
of �non-numerical� data

Great to see attention paid to antitrust implications of
communication

Not convinced that certain alternative interpretations of the
results have been ruled out
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Outcome data

SEC redaction data: 2000�2012

Earnings call data: 1994�2012?
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Approach and interpretation

Attempt to explain earnings call comments and failure to
redact contracts in SEC �lings based on the introduction of
antitrust leniency in countries that have exports into the
two-digit SIC code

Claim: identify a causal impact of increases in explicit
collusion costs on �rms' disclosure choices

collusion costs() foreign leniency
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Treatment variable

j = 2-digit SIC industry; t = year; k = foreign country

Foreign leniency:

foreign leniencyjt =
X

k

wkj Lkt

wkj : given two-digit SIC codej (e.g., �Electronic & Other
Electric Equipment�) and countryk (e.g., China), share of SIC
codej output imported to the US from countryk in 1990

Lkt : given countryk and yeart , 0/1 based on whether the
country o�ers antitrust leniency

sum over countries

roughly: import share in the two-digit SIC code from countries
with antitrust leniency
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Leniency variable

Note: 2008: �nancial crisis and China's leniency policy
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