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|Our paper also contributes to a small literature studying the effects of fi-|
[hancing on employee welfare more generally.|Gordon (1998) shows that higher
firm debt levels are associated with reductions in employment that are not
fully attributable to performance. Benmelech, Bergman, and Seru (2011) show
that employment levels are sensitive to cash flow and that this sensitivity
is greater for firms with higher leverage. Agrawal and Matsa (2013) present
evidence that firms increase leverage in response to exogenous increases in
unemployment benefits, suggesting that they internalize at least part of the
cost of unemployment risk. Bronars and Deere (1991) and Matsa (2010) find
that firms use financial leverage to gain bargaining power over their unions,
suggesting that financing may impact employee wages.[Oursis the first study]

e are aware of to provide evidence that financing impacts employee weltare
through channels other than employment and compensation.?
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