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This study adopts an integrated approach to employee voice (EV) and analyses the im-
pacts of direct and indirect EVmechanisms on firm innovation in small and medium-sized
firms separately. It also proposes a new categorization for direct EV, by distinguishing be-
tween verbal and written mechanisms, allowing us to take the level of formality of differ-
ent EV mechanisms into account. The analysis of 17,890 European firms shows that ver-
bal, written and indirect EV mechanisms are all positively related to a higher propensity
of firm innovation in both small and medium firms. However, for verbal EV mechanisms
the relationship is significantly stronger for small firms than medium firms. The results
also reveal that medium firms derive higher benefit than small firms while combining and
balancing EV mechanisms with different levels of formalization (i.e. verbal and indirect
voice). However, the former also suffers from excessive formalization of employees’ in-
volvement in the innovation process (e.g. through written and indirect voice). Overall, this
study supports recent calls for the need to adopt an integrated, pluralistic approach to EV
and has important implications for EV research in small and medium firms.

Introduction

Over the last few decades, scholars’ and practi-
tioners’ interest in employee voice (EV) has grown
enormously (Morrison, 2014; Mowbray, Wilkin-
son and Tse, 2019; Wilkinson, Barry and Morri-
son, 2020). Despite significant knowledge accumu-
lation in the field, human resource management
(HRM) research has largely focused only on the di-
rect forms of EV (Barry, Dundon and Wilkinson,
2018; Nechanska, Hughes and Dundon, 2020).
Two trends have accompanied this tendency: (1)
the rise of the high-performance work systems
model as the dominant approach to analyse the
impact of HRM on organizational performance
(Harley, 2014); and (2) a (supposed) general de-
cline in union membership in Western economies.
This has led scholars and practitioners to focus
more on direct, individual forms of employee in-
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volvement and to disregard the potential of collec-
tive and representative voice mechanisms (Brew-
ster et al., 2007). Dundon and Rafferty (2018)
provocatively referred to this pattern as the ‘hyper-
individualization of HRM’. The authors argued
that a return to a pluralistic approach in HRM re-
search will allow a better understanding of how
HRMworks outside the dominant context of neo-
liberal, Anglo-Saxon economies. This is particu-
larly relevant in the case of the EV literature due
to the strong influence of the institutional and cul-
tural context in shaping voice systems at the orga-
nizational level (Wilkinson et al., 2018a).

Another critical point of the HRM literature
on EV resides in the relative absence of small
and medium enterprises (SMEs) from the debate
(Gilman, Raby and Pyman, 2015; Sameer and Öz-
bilgin, 2014). The limited evidence on SMEs has
offered mixed results on the role of EV in the suc-
cess of the HRM system (e.g. Fabi, Raymond and
Lacoursière, 2007; Hayton, 2003; Messersmith
and Guthrie, 2010). This literature commonly
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relies on the wider HR system, rather than on
EV as an individual practice. However, consider-
ing the higher resource constraints of SMEs com-
pared to larger firms, the systemic logic adopted by
HRM scholars for larger firms may be less useful
in smaller firms (Harney and Alkhalaf, 2020; Pa-
tel and Conklin, 2012; Rauch and Hatak, 2016).
In this sense, SMEs represent a fertile ground for
the advancement of EV research. Indeed, it has
been noted that because of their limited hierarchy,
smaller businesses offer more opportunities for in-
teraction and communication (Wilkinson, Dun-
don andGrugulis, 2007). Thus, onemay argue that
in such contexts, informality and direct relation-
ships may make formal EV mechanisms ineffec-
tive as they represent an unnecessary (and costly)
bureaucratic burden in employment relationships
(Chadwick et al., 2013; Wu et al., 2015).

We argue that to better understand the nuances
of EV in SMEs, distinguishing between small and
medium firms is a necessary step. Although it is
commonly recognized that HRM in small and
medium firms may be very different (Cardon and
Stevens, 2004; Harney and Alkhalaf, 2020), most
studies consider SMEs as a single category or fo-
cus only on small firms (e.g. Chadwick et al., 2013;
DeWinne and Sels, 2010; Patel and Conklin, 2012;
Way, 2002).Moreover, studies onmediumfirms, or
comparisons between small and medium firms, are
almost non-existent (for a few exceptions, seeDella
Torre and Solari, 2013; Rauch and Hatak, 2016;
Wu et al., 2015). Relatedly, a better understanding
of EV in small and medium firms may also imply
the need to adopt new categorizations of EV
mechanisms that fit better with their distinctive
characteristics. Regarding direct EV, for example,
the higher degree of informality and managerial
discretion in smaller firms may increase the usage
and usefulness of direct and face-to-face voice
(i.e. verbal EV) compared to medium firms. This is
because the latter are more structured, often have
a formal HR department (Wu et al., 2015) and,
therefore, may be inclined to adopt (and benefit
from) other, formalized, forms of direct voice
(e.g. suggestion schemes or employee surveys,
such as written EV). Similarly, regarding indirect
voice, the weak presence of unions in smaller
firms may imply that in such contexts, their role is
confined to resolving controversies and grievances
(Moore and Read, 2006). Meanwhile, higher lev-
els of formalization in medium firms may make
unions and managers more experienced to build

constructive relationships and cooperate for firm
development.
Finally, most EV studies (including those on

large firms) focus on productivity or profitability
as the expected outcomes of EV mechanisms (e.g.
Bryson, Charlwood and Forth, 2006; Freeman and
Medoff, 1984; Kim, MacDuffie and Pil, 2010).
However, EV’s influence may be stronger on other
important outcomes such as innovation, which is
a key driver of SME survival in dynamic com-
petitive environments (Curado, 2018; Poorkavoos
et al., 2016). Contrary to larger firms, in SMEs, em-
ployees typically perform multiple roles (Messer-
smith and Guthrie, 2010). Combined with flatter
organizational structures, this allows them to de-
velop deep knowledge and experience about the
business and operations of the firm. This in turn
enables them to generate innovative ideas to im-
prove and develop products, processes and orga-
nizational routines (Wang, Zhao and Thornhill,
2015). Therefore, identifying the appropriate EV
mechanismsmay be critical for SMEs, as they have
higher resource constraints for innovation com-
pared to larger companies.
This paper aims to advance the EV literature

by analysing the relationships between direct and
indirect EV mechanisms and firm innovation in
small compared to medium-sized firms. Using
microdata of 17,890 SMEs from the Third Eu-
ropean Company Survey (ECS, 2013), this study
makes several contributions. First, it integrates
competing literature on EV (Nechanska, Hughes
and Dundon, 2020), thereby advancing the over-
all understanding of the impact of different EV
mechanisms in modern workplaces. Second, it
focuses on the disregarded context of SMEs and
acknowledges that the articulation of the HRM
structure changes significantly depending on the
dimensions of the company (Forth, Bewley and
Bryson, 2006; Rauch and Hatak, 2016; Wu et al.,
2015). Third, by distinguishing between verbal
and written direct EV (Budd, Gollan and Wilkin-
son, 2010), this study proposes a more nuanced
categorization of direct voice mechanisms that
may fit better with the specific characteristics
of small and medium firms. This deepens our
understanding of the impact of different EV
mechanisms in these contexts. Finally, contrary to
the large majority of existing EV literature, this
study focuses on firm innovation as the intended
outcome of EV mechanisms. Firm innovation
represents a key source of competitive advantage
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in global and competitive markets (De Winne
and Sels, 2010; European Commission, 2007), and
SMEs represent an optimal organizational context
for employee-driven innovation to emerge.

Theoretical framework and hypothesis
development

There is a growing debate around competing ap-
proaches to EV and the need to integrate different
disciplinary perspectives (e.g. Barry and Wilkin-
son, 2016; Kaufman, 2015; Mowbray, Wilkinson
and Tse, 2015; Nechanska, Hughes and Dundon,
2020; Wilkinson and Fay, 2011). The main argu-
ment is that although much of the EV literature
refers to the seminal exit voice loyalty model pro-
posed by Hirschman (1970), each discipline has
evolved to adopt its own conceptualization of EV,
disregarding different perspectives and advance-
ments by other disciplines. This tendency has led
to the creation of whatWilkinson, Barry andMor-
rison (2020, p. 2) define as ‘voice silos’ in EV re-
search, where organizational behaviour (OB) and
HRM scholars are interested in understanding
how direct EV takes shape within organizations
(in terms of EV behaviours and the effectiveness
of EV mechanisms, respectively) and industrial
relations (IR) scholars are focused on analysing
collective and indirect forms of EV (Barry, Dun-
don and Wilkinson, 2018). For example, accord-
ing to Cardon and Stevens (2004, p. 314), ‘the im-
pact of unionization on the small or emerging firm
has been virtually ignored in the HRM literature’.
However, disregarding the role of unions may be
very detrimental for the advancement of EV voice
research in SMEs, especially in a context such as
Europe. In Europe, several countries have strong
industrial relations systems, most employees are
covered by a collective agreement and unioniza-
tion remains remarkably high (Brewster, Croucher
and Prosser, 2019). In Italy, for example, the law
guarantees support for trade union activity in all
workplaces with more than 15 employees. Simi-
larly, in several European countries (e.g. Norway,
Austria, Sweden, Belgium and France), collective
bargaining covers approximately 90% of the work-
force (Doellgast and Benassi, 2014).

To integrate these different perspectives, this
study adopts a comprehensive definition of EV as
‘the ways and means through which employees at-
tempt to have a say and potentially influence orga-

nizational affairs relating to issues that affect their
work and the interests of managers and owners’
(Wilkinson et al., 2014, p. 5). Specifically, we focus
on the means (i.e. mechanisms) that are available
to employees to express their ideas for firms’ orga-
nizational, process and product innovation.

Next, we first elaborate on the specificities of
HRM in SMEs and the need to analyse EV sep-
arately in small and medium firms. Then, we
develop specific hypotheses for the adoption of
different EV mechanisms and firm innovation
outcomes.

HRM and EV in small and medium firms

SMEs tend to have a higher preference for infor-
mal management of the employment relationship
(Chadwick et al., 2013; Gilman, Raby and Pyman,
2015;Mallett andWapshott, 2014). This informal-
ity, including a lack of HRM expertise, has of-
ten been linked to resource constraints, reduced
trade union representation and a lack of man-
agerial capabilities (Gautam and Markey, 2017;
Gilman, Raby and Pyman, 2015; Marlow, Taylor
and Thompson, 2010). For example, in a quali-
tative study on four UK SMEs, Wilkinson, Dun-
don and Grugulis (2007) showed that the effec-
tiveness of the adoption of employee involvement
practices is more influenced by informal than for-
mal aspects, and that formal practices may also re-
duce employee satisfaction with the company. Sim-
ilarly, Gilman, Raby and Pyman (2015) analysed
the contours (i.e. the how and why) of EV in five
small UK-based firms and found that employees
reported high levels of satisfaction and motiva-
tion, despite EV largely remaining informal and
functional to operational issues. This was because
of the perception of a collaborative climate in the
organization, a high level of trust between em-
ployees and managers, and an adequate level of
task autonomy. However, the authors also found
that firm-specific resources (e.g. the experience of
owner/managers and employees) and constraints
(mainly related to the industry context) led to some
heterogeneity in the cases analysed. This suggests
that the reality of SMEs is much more complex
than what is generally believed.

Consistent with this view, Harney and Alkha-
laf (2020, p. 9) recently noted that ‘there is as
much diversity within the SME category as be-
tween SMEs and larger firms’ and that more
nuanced approaches are necessary for a deeper
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understanding of HRM in SMEs. In this sense,
size is one of the most relevant factors (Cardon
and Stevens, 2004; Chadwick and Li, 2018; Rauch
and Hatak, 2016; Wu et al., 2015). Small firms are
more labour-intensive than medium firms, often
lack legitimacy as an employer of choice, have a
greater share of flexible employees—who can per-
form multiple roles rather than being specialists,
and do not have tangible resources to compete
with more established firms (Patel and Conklin,
2012; Rauch and Hatak, 2016; Wu et al., 2015).
Most importantly, the higher number of employ-
ees in medium firms makes it impossible for own-
ers/managers tomanage employment relationships
through direct communication and personal inter-
actions only (Wu et al., 2015). Thus, while most
smaller companies have a family-style structure
that features direct verbal interactions between
managers and employees (Wilkinson, 1999), and
can hinder the integration and application of trade
unions (Dundon, Grugulis and Wilkinson, 1999),
greater formalization in medium firms (Forth,
Bewley and Bryson, 2006) may lead them to strate-
gically invest in EV mechanisms more similar to
those of larger firms, including representative EV.

Nevertheless, existing evidence suggests that a
certain level of informality persists in medium
firms (Della Torre and Solari, 2013; Marlow, Tay-
lor and Thompson, 2010). For example, medium
firms are more likely to have an HR specialist
than smaller firms, but are less likely to have
that compared to larger firms (Forth, Bewley and
Bryson, 2006; Wu et al., 2015). Marlow, Taylor
and Thompson (2010) analysed the interfaces be-
tween formality and informality in six small firms
that grew to medium firms. The authors found a
clear pattern towards greater formalization of em-
ployment relationships in all organizations. How-
ever, they also found a ‘continued adherence to in-
formality which draws upon patronage, ignorance,
and prerogative [due to the] inability of eitherman-
agers or employees to mobilize formal policy or
procedure to shape the interaction of formality
and informality’ (p. 962). Thus, formality and in-
formality may be considered as part of a single
span, and the challenge for medium companies
seems to reside in identifying and achieving an ap-
propriate and effective balance between the two
(Lai, Saridakis and Johnstone, 2017;Marlow, Tay-
lor and Thompson, 2010).

Analysing voice mechanisms with different lev-
els of formalization (i.e. verbal, written and indi-

rect EV) and their combinations in relation to firm
innovation in small firms compared to medium
firms represents a unique opportunity for advanc-
ing EV literature. This will allow us to translate the
complexities of these organizational contexts into
the effectiveness of different combinations of EV
channels.

Direct EV and firm innovation

Direct EV is the most analysed form in the HRM
and OB literature (Nechanska, Hughes and Dun-
don, 2020). Through direct EV, employees have
the opportunity to express their ideas and opin-
ions directly to managers, without the mediation
of representatives (Holland, Cooper and Sheehan,
2017). From an OB perspective, direct EV has the
explicit intent to promote employees’ ‘communi-
cation of ideas, suggestions, concerns, or opinions
about work-related issues with the intent to im-
prove organizational or unit functioning’ (Morri-
son, 2011, p. 375; see also Van Dyne, Ang and
Botero, 2003). This allows organizations to col-
lect creative ideas and new perspectives, and in-
creases the likelihood of innovation (Fairbank and
Williams, 2001; Grant, 2013). From this perspec-
tive, the collection of work-related opinions helps
managers to detect problems, opportunities and
solutions early, thereby facilitating the adoption of
innovations (Van Dyne, Ang and Botero, 2003).
Empirical literature on SMEs supports the view

that direct EV promotes firm innovation (e.g.
Rasheed et al., 2017). For example, Uhlaner et al.
(2013) analysed a longitudinal sample of Dutch
SMEs (less than 100 employees) and found that
employee involvement in renewal activities has a
positive effect on process innovation but not on
product innovation.Andries andCzarnitzki (2014)
also analysed the impact of non-managerial em-
ployees, managers and CEO suggestions in the in-
novation process in a sample of German small en-
terprises (less than 50 employees). However, the
authors found that small businesses derive great
benefits from non-managerial employees’ ideas for
both product and process innovation, suggesting
that the traditional focus of SME literature on the
role of the CEO/entrepreneur does not capture the
full innovative potential of smaller firms (Andries
and Czarnitzki, 2014).
Building on this literature, we argue that the ef-

fects of direct EV mechanisms may vary in small
firms compared to medium firms, depending on
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the type of mechanisms considered (e.g. face-to-
face interactions, dedicated meetings, suggestion
schemes, etc.). In this regard, an important distinc-
tionwithin the broad category of direct EVmecha-
nisms is proposed by Budd, Gollan andWilkinson
(2010): ‘some take the formof informal oral or ver-
bal participation, while others aremore formalized
in the form of written information or suggestions’
(p. 304). This distinction between verbal and writ-
ten EV mechanisms may be particularly helpful as
it also includes the level of formalization that char-
acterizes different mechanisms, thus allowing one
to differentiate between EV mechanisms that are
structured at different levels. In this sense, for ex-
ample, the development and operation of sugges-
tion schemes may be more effective in promoting
innovation in medium firms than in smaller firms.
This is because medium firms are more likely to
have the necessary competences to properly man-
age the programme (Forth, Bewley and Bryson,
2006; Messersmith and Guthrie, 2010) and have
advantages in terms of economies of scale (Sels
et al., 2006). In contrast, in smaller firms, man-
agers and employees are more used to interact-
ing through loosely structured, face-to-face mech-
anisms. This makes the adoption of verbal EV
mechanisms more effective in promoting the ex-
change of innovative ideas compared to medium
firms. In the latter, a larger number of employees
makes personal interactions between the owner-
manager and the employee quite difficult to sustain
(Wu et al., 2015).

Considering the aforementioned arguments, we
can expect that the adoption of verbal EV mecha-
nismswill encourage firm innovation in small firms
more than in medium firms. In contrast, written
EVmechanisms foster innovationmore inmedium
firms than in small ones. Formally, we propose the
following hypotheses:

H1: The positive relationship between direct ver-
bal voice and firm innovation is stronger for small
firms than medium firms.
H2: The positive relationship between direct writ-
ten voice and firm innovation is stronger for
medium firms than small firms.

Direct EV mechanisms may have different lev-
els of effectiveness in small firms compared to
medium firms. However, we may also argue that
the joint adoption of multiple mechanisms results
in higher innovation performance in both contexts.
Indeed, the HRM literature largely agrees that

‘a combination of employee involvement mecha-
nisms allows employees to be involved in different
ways, and that information received via one mech-
anism can be used in others in order to influence
decision-making’ (Mowbray, Wilkinson and Tse,
2015, p. 394). That is, the wider the range of EV
mechanisms available, the higher the probability
that employees take the opportunity to contribute
with innovative ideas.

The literature also argues that multiple voice
channels may result in a crowding-out effect,
with some mechanisms negatively affecting other
mechanisms (McCloskey and McDonnell, 2018).
For example, in their analysis of a non-union
subsidiary of a US multinational company, Mc-
Closkey and McDonnell (2018, p. 188) found that
‘employees appeared to appreciate the use of a
plurality of mechanisms to reach a heterogeneous
workforce, but it was provoking some confusion
over which method should be used to voice specific
ideas or concerns’. Furthermore, multiple voice
mechanisms may also generate stress among em-
ployees. This can reduce their potential for inno-
vation (Ng and Feldman, 2012), especially in situ-
ations (like SMEs) where they have high visibility
and are directly responsible for their actions (Web-
ster, Beehr and Christiansen, 2010).

Nevertheless, we argue that the coexistence of
verbal and written EV mechanisms sends a sup-
portive message to the employees and gives them
more opportunities to contribute to innovative
ideas, thereby resulting in an increased potential
for the firm to introduce innovation.Hence, we for-
mally hypothesize the following:

H3: Verbal and written EV mechanisms interact
in (a) small and (b) medium firms, so that the
positive relationship of these mechanisms with
firm innovation is stronger when both are jointly
present.

Indirect EV and firm innovation

Indirect EV mechanisms are those that lend voice
to employees through collective representation,
such as trade unions, work councils or joint consul-
tative committees (Brewster et al., 2007;Wilkinson
et al., 2014). Emergent, non-union forms of indi-
rect EV are increasingly being analysed by IR liter-
ature (e.g. Bryson et al., 2019; Kaufman and Taras,
2010).However, the concept of indirect EVmecha-
nisms has been largely associated with the presence
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of trade unions and collective bargaining at the
workplace level (e.g. Addison, 2005; Black and
Lynch, 2001; Bryson, Forth and Laroche, 2011).

A review of the literature suggests little em-
pirical evidence on the impact of indirect EV
on a firm’s ability to introduce innovations (e.g.
Doucouliagos and Laroche, 2013; Fang and Ge,
2012), except in contexts with strong industrial
relation traditions such as Germany and Italy
(e.g. see Addison et al., 2017; Gritti and Leoni,
2012; also see Black and Lynch, 2004 for an ex-
ception in the US context). From a theoretical
perspective, Freeman and Medoff (1984) identi-
fied two opposing views that explain the relation-
ship between indirect voice and firm innovation:
‘monopoly face’ and ‘collective voice aspect’. Ac-
cording to the monopoly face, indirect voice im-
pedes firm innovation by imposing restrictions on
management flexibility (Verma, 2007). Conversely,
the collective voice aspect or the ‘shock effect’ sees
indirect voice as the new source of innovation
(Kochan, McKersie and Chalykoff, 1986) that sur-
prises management into efficiency and encourages
firm innovation through more research and devel-
opment (R&D) investment (Fang and Ge, 2012).

In this regard, Batt and Welbourne (2002) ar-
gued that SMEs are less likely to have the kind
of ‘monopoly face’, conflictual labour manage-
ment relations or rigid work rules traditionally
found by research on large firms. Indeed, SMEs
are more flexible, innovative and rapidly changing
than larger firms, and ‘in this context firms and
unions have more opportunity to adopt new forms
of work organization and labour–management re-
lations’ (Batt and Welbourne, 2002, p. 5). Simi-
larly, it has been shown that the presence of collec-
tive representation gives employees a higher sense
of belonging to their organizational team and
a higher perception of job security, which also
leads to an increase in the level of participation in
events and meetings (Matlay, 2002). Trade unions
also encourage the adoption of innovative HR
practices in SMEs (Bacon and Hoque, 2005) that
could potentially contribute to firms’ propensity
to innovate. For example, research clearly shows
that unions facilitate employees’ access to training
(Barry et al., 2020; Green, 1993), which is a funda-
mental precondition for employees to proactively
contribute to firm innovation.

Meanwhile, in smaller firms, employees may be
induced to acquiesce to trade union representa-
tion to avoid managerial reprisals and preserve

the informality of the relationships (Dundon and
Wilkinson, 2003; Gautam and Markey, 2017). In
smaller contexts, trade unions may also have more
difficulty in gaining access to the workplace. Fur-
thermore, employees are not always aware of their
right to representation (Illessy et al., 2007). In
this sense, small companies differ from their larger
counterparts (including medium firms) because of
the weakness of indirect EV (Dundon, Grugulis
and Wilkinson, 1999; Forth, Bewley and Bryson,
2006). Most smaller firms are family run, and this
type of governance is often associated with re-
duced union membership (Holten and Crouch,
2014). As shown by Moore and Read (2006) in
their qualitative analysis of collective organiza-
tion, it is likely that in a smaller context, indirect
EV is mainly used to frame grievances and to ad-
dress the risk of injustice in the workplace, thereby
limiting the potential for indirect EV to contribute
to innovation (see also Shipton et al., 2019).
Based on the above reasoning, we may expect

that while generally positive, the effects of indi-
rect voice mechanisms on innovation are stronger
in medium firms than in small firms. Formally, we
hypothesize the following:

H4: The positive relationship between the presence
of indirect EV mechanisms and firm innovation
is stronger for medium firms than small firms.

Direct and indirect EV, and firm innovation

Consistent with the argument that an integration
between HRM/OB and IR literature could offer
a more complete picture of the effects of EV in
modern workplaces (Barry and Wilkinson, 2016;
Kaufman, 2015; Wilkinson and Fay, 2011), it is
reasonable to expect that direct and indirect EV
mechanisms also interact with each other in in-
fluencing firms’ propensity to innovate. Theoret-
ically, Holland et al. (2011, p. 101) argued that
direct and indirect EV mechanisms ‘are strength-
ened by one another and better reflect the hetero-
geneous qualities of a modern workforce across a
diverse spectrum of workplace issues’. Similarly,
Marchington (2007) suggested that the interaction
of multiple channels of voice could contribute to
the cross-fertilization of ideas by enhancing opera-
tions and establishing networks, thus favouring the
emergence of innovative ideas.
Some evidence suggests that mixed EV mecha-

nisms may be difficult to configure and result in
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ineffective outcomes (e.g. Kim,MacDuffie and Pil,
2010; McCloskey and McDonnell, 2018). How-
ever, existing studies on larger firms are generally
supportive of the positive effect of multiple (direct
and indirect) voice channels (e.g. Bryson, 2004; Py-
man et al., 2006; Wilkinson et al., 2018b). For ex-
ample, Holland et al. (2011) found that direct EV
has a central role in influencing job satisfaction
and that its effects increase when it is adopted in
combination with union voice. Similarly, Wilkin-
son et al. (2018b) recently analysed a large rep-
resentative sample of Australian employers and
employees and found that it is the simultaneous
presence of direct and indirect forms of represen-
tative voice, rather than the effect of each sepa-
rately, that has the strongest positive effects on the
perceived quality of workplace relationships.

Here, one may argue that smaller firms do
not need multiple formal voice channels. This is
because in smaller contexts, employees typically
experience a higher level of initial intrinsic mo-
tivation (Bryson and White, 2019) that can be
undermined by formal and complex EV systems.
Therefore, verbal EV mechanisms may be suffi-
cient to ensure employees’ satisfaction and partic-
ipation in innovative ideas. However, empirical ev-
idence shows that innovation is greater in small
firms when they have high levels of unionization
and employee participation (Mazzanti and Zoboli,
2009). More broadly, employees are generally in
favour of multiple channels as they feel more in-
volved in managerial decision-making (McDon-
nell et al., 2014) and can better fulfil their de-
sire to be informed and consulted by management
(Wilkinson, Dundon and Grugulis, 2007), and are
therefore more likely to contribute with innovative
ideas. Thus, it is possible to predict that the com-
bined presence of direct and indirect EV mecha-
nisms fosters firm innovation in both small and
medium firms. Hence, we formally hypothesize the
following:

H5: Verbal and indirect EV mechanisms interact
in (a) small and (b) medium firms, so that the
positive relationship of these mechanisms with
firm innovation is stronger when both are jointly
present.
H6: Written and indirect EV mechanisms interact
in (a) small and (b) medium firms, so that the
positive relationship of these mechanisms with
firm innovation is stronger when both are jointly
present.

Research methods

Given the European focus of the study, we con-
sider SMEs as firms with less than 250 employ-
ees, with small firms being those with less than 50
employees and medium firms being those with be-
tween 50 and 250 employees (European Commis-
sion, 2016). The data come from the Third Eu-
ropean Company Survey (ECS, 2013), which has
been used in previous HRM and IR research (e.g.
Allen et al., 2016; Della Torre, Salimi and Gian-
greco, 2020; Oertel, Thommes and Walgenbach,
2016). The targeted respondents of the survey were
the managers responsible for human resources of
private and public firms in the industrial and ser-
vice sectors. The survey collected data for 21,828
SMEs on several subjects, such as direct/indirect
EV channels, firms’ level of innovation and several
other management and work organization prac-
tices. After excluding public firms, dropping miss-
ing values and codification procedures, our final
sample had a total of 17,890 observations.

Variables measurement

The description and measurement of the variables
included in the study are presented in Table 1.

Firm innovation. We adopt a comprehensive
measure for firm innovation, which includes the
adoption of product, process and organizational
innovation in the company in the period between
2011 and 2013. According to Zahra, Neubaum
and Huse (2000), this is a better conceptualiza-
tion of innovation compared to existing literature,
which tends to focus on product innovation only.
By using the Oslo Manual definitions (OECD,
2005) of product, process and organizational in-
novations (see Table 1), our measure is also con-
sistent with more recent innovation studies (e.g.
Anzola-Román, Bayona-Sáez and García-Marco,
2018; Arvanitis, Seliger and Stucki, 2016). To bet-
ter demarcate firms’ propensity to innovate, we
grouped firms into high and low innovators, based
on the adoption of one type of innovation and no
innovation (low innovators = 0) or more than one
type of innovation (high innovators = 1).

Employee voice. Employee voice is captured by
the presence of seven direct and indirect EVmech-
anisms in the workplace (Table 1). Such EV mech-
anisms have beenwidely used and validated by pre-
vious research (e.g. Bryson, 2004; Pyman et al.,
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Table 1. Variable description

Variables Description Measures

Controls
Country Four categories of countries: compartmentalized; collaborative;

fragmented with rigid labour markets; fragmented with flexible
labour markets

Dummy 0–1

Industry Five industries: manufacturing; construction; commerce and
hospitality; transport and communication; financial services and
real estate

Dummy 0–1

Multi-location Multi-located (yes or no) Dummy 0–1
Work climate Improved or worsened the work climate in the establishment since

the beginning of 2010
From 1 = ‘Worsened’ to 3 =

‘Improved’
Seniority Percentage of employees older than 50 years of age From 1 = ‘None at all’ to 7

= ‘All’
Labour productivity Increase or decrease in labour productivity since the beginning of

2010
From 1 = ‘Decreased’ to 3

= ‘Increased’
Retention policy Employees are hired with the intention of employing them for a

long time?
From 1 = ‘Strongly

disagree’ to 4 = ‘Strongly
agree’

Dependent variables
Firm innovation Since the beginning of 2010, has this establishment introduced any

new or significantly changed:
- products or services (either internally or externally)
- processes (either for producing goods or supplying services)
- business practices for organizing procedures (new methods of
organizing work responsibilities and decision-making; new
methods of organizing external relations with other firms or
public institutions)

Low innovators (none or
one type of innovation) =
0
High innovators (two or
three innovations) = 1

Independent variables
Direct voice
(Verbal voice) Presence of regular meetings between employees and immediate

manager
Dummy 0–1

(Verbal voice) Presence of regular staff meetings open to all employees at the
establishment

Dummy 0–1

(Written voice) Presence of discussions with employees through social media or in
online discussion boards

Dummy 0–1

(Written voice) Presence of suggestion schemes Dummy 0–1
(Written voice) Presence of employee surveys Dummy 0–1

Indirect voice Trade union representation/shop steward. Official employee
representation currently exists in your establishment?

Dummy 0–1

Works council or joint platform. Official employee representation
currently exists in your establishment?

Dummy 0–1

2006). To evaluate the correspondence of the con-
structs of our sample with those reported in the
literature and validate the seven variables, we con-
ducted an exploratory factor analysis using princi-
pal component analysis (PCA) with varimax rota-
tion as the most appropriate way of reducing data
(e.g. Gooderham, Parry and Ringdal, 2008). To
minimize discretion in the construction of the bun-
dles of practices, we decided to insert all the voice
variables in a single PCA. The analysis identified
three factors (written voice, verbal voice and indi-

rect voice; see Table 1) with an eigenvalue greater
than 1, which together explained 57.7%of the total
variance of variables (the full results of the PCA
are available from the authors upon request). The
inter-variable correlations within the three factors
were all positive and significant. Confirmatory fac-
tor analysis (CFA) showed an overall satisfactory
fit (χ2/df = 8.23; GFI = 0.98; RMSEA = 0.02;
CFI = 0.98; SRMR = 0.01). To further test the
discriminant validity of the three constructs, we
also conducted a series of CFA and compared the
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three-factor model with alternative models. The
results showed that the hypothesized three-factor
model fitted the data significantly better than all
other alternative models, such as the two-factor
model where written and verbal EV mechanisms
were combined into a single factor (χ2/df = 75.38;
GFI = 0.86; RMSEA = 0.06; CFI = 0.86; SRMR
= 0.03) and the one-factor model where all the
voice mechanisms were considered as a unique fac-
tor (χ2/df = 184.50; GFI = 0.64; RMSEA = 0.10;
CFI = 0.64; SRMR = 0.05). Moreover, to correct
the scores for EVmechanisms thatmay not be con-
textually relevant, we created a weighted index for
each factor resulting from the CFA. We did this
by multiplying the presence of each of the verbal,
written and indirect mechanism (0 = no; 1 = yes)
by the percentage of firms in a specific size group
(i.e. small or medium firms) that adopt such EV
mechanisms in the country where the firm operates
and then summing the weighted scores into a sin-
gle index (Chowhan, 2016; Kim, MacDuffie and
Pil, 2010).

Controls. Several control variables were included
in the analysis (see Table 1). Notably, to further
control for the country of origin, we relied on the
variety of capitalism literature, and specifically on
Allen et al.’s (2016) classification of countries as
‘compartmentalized’, ‘collaborative’, ‘fragmented
with rigid labour markets’ and ‘fragmented with
flexible labour markets’. This classification repre-
sents different institutional perspectives (North,
1990), arguing that formal and informal institu-
tions shaped at the national level could potentially
affect the adoption of EV mechanisms and the
level of firm innovation. We also controlled for
other establishment characteristics, such as the
industry and multi-location of the firm, as vari-
ances in the sectoral structure of firms lead to
significant technological and learning changes
shaping specific patterns of innovation (Malerba,
2002), and multi-located firms are more likely
to be involved in collaboration, have innovative
links and have integrated R&D activities across
locations, which will have important implications
for their innovation (Alcácer and Zhao, 2012).
Furthermore, we controlled for work climate as
an important determinant of firm innovation.
Studies have shown that a favourable work climate
can foster innovation (Tidd and Bessant, 2009),
and that the perception of the work climate can
influence employees’ level of motivation required

for creativity (Amabile et al., 1996; Shipton et al.,
2017). The literature also suggests that employees’
seniority is often associated with skill acquisition
and a growing familiarity with the role and orga-
nizational environment, thus leading employees
to better position their innovative ideas, which in
turnmay positively affect firm innovation (Shipton
et al., 2019; Wagner and Paton, 2014). Likewise,
retention policies and long-term relationships with
employees may increase the likelihood of innova-
tion because they make employees more willing to
share their accumulated knowledge and feel safer
in expressing their innovative ideas (Shipton et al.,
2019). Lastly, we controlled for productivity gains,
as driving down costs and higher efficiency could
positively affect firms’ available budget for R&D
expenditures and facilitate their investments in
innovation (Bas and Paunov, 2018).

Analytical procedure

To test our theoretical predictions, we conducted
a three-step hierarchical probit regression analysis
with clustered robust standard errors at the coun-
try and industry levels. Control variables were used
in Models 1 and 2 (for small and medium firms,
respectively), followed by the integration of inde-
pendent variables of verbal, written and indirect
EV (Models 3 and 4) to estimate their main effects
on a firm’s propensity to innovate. InModels 5 and
6, three two-way interaction terms between verbal,
written and indirect EV mechanisms were used.

To reduce the risk of multicollinearity, ver-
bal, written and indirect EV indices were mean-
centred and the variance inflation factors were
estimated, suggesting that there is no issue of mul-
ticollinearity. Given the cross-sectional nature of
the data and the single source of respondents, we
also checked for potential common method bias
(CMB) using Harman’s single-factor test (Pod-
sakoff et al., 2003). The total variance explained
was 23.61% for a single factor, suggesting that
CMB does not affect either the data or the results.

Results

Tables 2 and 3 present the descriptive statistics and
correlation matrix of the variables. A mean com-
parison between small and medium firms shows
that the latter have higher levels of innovation
and adopt more verbal, written and indirect EV
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Table 2. Descriptive statistics

Total sample (SMEs) Small firms Medium firms

Variables Mean Std dev. Mean Std dev. Mean Std dev.

Firm innovation 0.396 0.489 0.350 0.477 0.475 0.499
Verbal EV 1.152 0.497 1.137 0.507 1.178 0.481
Written EV 0.439 0.440 0.328 0.360 0.626 0.496
Indirect EV 0.173 0.334 0.062 0.156 0.360 0.452
Compartmentalized 0.243 0.429 0.236 0.425 0.256 0.437
Collaborative 0.278 0.448 0.279 0.449 0.277 0.448
Fragmented – rigid market 0.239 0.426 0.249 0.432 0.223 0.416
Fragmented – flexible market 0.238 0.426 0.235 0.424 0.243 0.429
Manufacturing 0.323 0.467 0.280 0.449 0.397 0.489
Construction 0.099 0.298 0.110 0.313 0.081 0.273
Commerce and hospitality 0.281 0.449 0.317 0.465 0.220 0.415
Transport and communication 0.066 0.249 0.063 0.243 0.073 0.260
Financial services and real estate 0.034 0.183 0.032 0.176 0.040 0.196
Multi-location 0.281 0.449 0.235 0.424 0.359 0.480
Seniority 1.511 0.982 1.430 1.013 1.650 0.911
Labour productivity 2.347 0.703 2.293 0.716 2.439 0.672
Work climate 1.221 0.671 1.225 0.660 1.215 0.691
Retention policy 2.484 0.574 2.493 0.569 2.470 0.582

No. observations 17,890 11,255 6,635

mechanisms than the former (Table 2). We ran in-
dependent group t-tests to analyse the significance
of differences between means in the two groups of
firms. The results show that on average, medium
firms adopt more verbal, written and indirect EV
mechanisms than small firms.

The correlation analysis applied to the total
sample of SMEs shows that verbal, written and
indirect EV are correlated positively and signif-
icantly between each other and with a firm’s
propensity to innovate. Furthermore, firm size is
positively correlated with firm innovation, and di-
rect verbal and written, and indirect EV (Table 3).

Table 4 presents the results of the probit regres-
sion models for the propensity of firm innovation
(low versus high). In terms of the main effects of
EV mechanisms, consistent with our assumptions,
the findings suggest positive and significant rela-
tionships between verbal, written and indirect EV,
and firm innovation for both small and medium
firms (Models 3 and 4). To test H1, H2 and H4,
we conducted amulti-group analysis to test for dif-
ferences in the magnitude of verbal, written and
indirect EV and firm innovation relationships be-
tween the firm size categories. We first estimated
the size of each relationship followed by a series of
chi-square difference tests to assess differences in
the slope parameters for small and medium firms

(Satorra and Bentler, 2001; Wu et al., 2015). The
analysis showed that the positive relationship be-
tween verbal EV and firm innovation is signifi-
cantly stronger in small firms than inmediumfirms
(�χ2 = 4.63, p = 0.031). The coefficients for writ-
ten and indirect EV are not significantly different
in small and medium firms (�χ2 = 0.02, p = 0.879
and �χ2 = 0.04, p = 0.841, respectively). There-
fore, H1 is supported, whereas H2 and H4 are not.
Turning to the multiple presences of EV mecha-

nisms, the results offer a puzzling picture. In small
firms, the presence of multiple EV mechanisms
does not have any significant relationship with
firm innovation (Model 5). Meanwhile, in medium
firms, the interaction is significant and positive for
verbal EV combined with indirect EV (β = 0.411,
p < 0.001), significant and negative for written
EV combined with indirect EV (β = −0.217, p
< 0.05) and non-significant for verbal EV com-
bined with written EV. Following Aiken and West
(1991), to facilitate the interpretation of significant
interactions, we plotted them and performed sim-
ple slope tests. The results show that in medium
firms, the positive relationship between verbal EV
and firm innovation (Figure 1) is positive and sig-
nificant only when indirect EV is higher versus
lower (β = 0.022, p < 0.65 and β = 0.647, p <

0.00 for lower and higher indirect EV, respectively).
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Figure 1. Interaction between verbal and indirect EV, and firm in-
novation in medium firms

Figure 2. Interaction between written and indirect EV, and firm in-
novation in medium firms

Furthermore, the positive relationship between
written EV and firm innovation (Figure 2) is posi-
tive and significant only when indirect EV is lower
versus higher (β = 0.426, p < 0.00 and β = 0.096,
p < 0.36 for lower and higher indirect EV, respec-
tively). Hence, H5b is supported, whereas H3, H5a
and H6 are not.

Discussion and conclusion
Contribution and implications

Drawing on HRM, OB and IR literature, this
study contributes to a better understanding of
direct and indirect EV mechanisms, and their
relationship with firm innovation in small firms
compared to medium firms. Overall, we found a
significant relationship between the adoption of
the three EV mechanisms investigated (verbal,
written and indirect EV) and a higher level of firm
innovation in both small and medium firms.

Regarding direct EV, these findings are consis-
tent with the literature showing that the adoption
of direct EV (in our case, verbal and written EV) is
beneficial for SMEs (e.g. Andries and Czarnitzki,
2014; Faems et al., 2005; Rasheed et al., 2017), and
that in such contexts the effects of direct EV on
firmperformancemay be even higher than those of
other HR practices such as incentives and rewards
(Rauch and Hatak, 2016). In this sense, our find-
ings provide further evidence on the importance of
direct EV for SMEs’ ability to innovate and pave
the way formore empirical investigation of the role
of individual HR domains in favouring innovation
activities in SMEs.

Interestingly, we also found that the magnitude
of the positive relationship between verbal EV
and propensity to firm innovation is significantly
greater in small firms than medium firms. This
finding demonstrates that smaller firms are partic-
ularly able to involve employees through loosely
structured EV mechanisms, mainly based on face-
to-face and verbal relationships. The effectiveness
of these mechanisms may also be related to the
high initial intrinsic motivation of employees in
smaller firms (Bryson and White, 2019), which
makes them willing to frequently interact with the
top management and share their innovative ideas.
Through verbal EV, the possibilities to interact
with managers are expanded beyond issues related
to one’s own role and duties (Holland, Cooper
and Sheehan, 2017). However, this does not mean
that more structured EV mechanisms are unnec-
essary for smaller firms or that they are effective
only in medium firms. Indeed, while the adoption
of written EV mechanisms is significantly higher
in medium firms compared to smaller firms, we
found that the magnitude of the positive relation-
ships of such EV mechanisms with firm innova-
tion is not significantly different between the two
groups of firms. Thus, our study provides further
evidence that more structured EV mechanisms
are more present in medium firms (Forth, Bew-
ley and Bryson, 2006; Patel and Conklin, 2012;
Wu et al., 2015). However, we also contradict the
common view that for smaller firms, the adop-
tion of more structured HRM practices (in our
case, EV) may be unnecessary or even detrimen-
tal because of their limited managerial capabil-
ity, reduced economies of scale and lower ability
to recoup investment costs (Harney and Alkha-
laf, 2020). Together, our findings on the main ef-
fects of verbal and written EV offer an important
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contribution to EV research on SMEs, suggest-
ing that compared to medium firms, smaller firms
may have a competitive advantage related to their
higher ability to exploit verbal EVmechanisms for
introducing firm innovation.

Furthermore, to the best of our knowledge, our
findings are the first to offer important evidence
on the positive influence of indirect EV mecha-
nisms (i.e. trade unions, work councils and joint
committees) on firm innovation in both small and
medium firms, without significant difference in
terms of magnitude of these relationships. Thus,
similar to what we found for written EV mecha-
nisms, while our study provides further evidence
that the presence of indirect EVmechanisms is sig-
nificantly higher in medium firms than in small
firms (Dundon, Grugulis and Wilkinson, 1999;
Forth, Bewley and Bryson, 2006), it also shows
that the lower presence of indirect EVmechanisms
in small firms does not necessarily mean weak-
ness or ineffectiveness. On the contrary, we found
support for the ‘collective voice’ view of indirect
voice (Freeman and Medoff, 1984). We speculate
that in such contexts, indirect EV is constructively
adopted to better define and identify collective in-
terests, frame grievances, address the risk of injus-
tice amongst workers and contribute to the build-
ing of trust between employees andmanagers. This
helps in promoting workplace innovation and the
idea that firm innovation, as a collective interest,
represents the path that can better protect work-
ers’ prospects (Batt and Welbourne, 2002; Gritti
and Leoni, 2012). These results are likely to be in-
fluenced by the strong industrial relations tradition
of several European countries (Brewster, Croucher
and Prosser, 2019; Kim,MacDuffie and Pil, 2010).
Nevertheless, they largely support the usefulness
of adopting a pluralistic approach to better under-
stand EV in modern workplaces.

The need to integrate different EV perspectives
becomes evident when interactions between ver-
bal, written and indirect voice are considered. Re-
garding medium firms, we found that verbal and
written EV do not interact significantly in relation
to firm innovation. However, indirect EV strength-
ens the positive effects of verbal EV and reduces
the positive effects of written EV. Consistent with
the arguments presented above, we may argue that
indirect EV mechanisms allow managers and em-
ployees to buildmore cooperative and constructive
relationships, for improving the organizational cli-
mate, and for increasing the overall level of trust

within the company. These, in turn, also result
in increased effectiveness of personal interactions
and verbal EV. As shown in the organizational lit-
erature on creativity and innovation, these are key
elements for employees to decide on using voice
channels and contribute to the innovation process
(Amabile and Pratt, 2016; Shipton et al., 2017). On
the contrary, the findings on the negative interac-
tion between written and indirect EV mechanisms
may indicate that an excessive level of formaliza-
tion of EV may be detrimental in medium firms.
In relatively small organizational contexts such as
those of medium firms, the presence of an overly
structured EV system may indeed induce employ-
ees to perceive it simply as a bureaucratic proce-
dure (Marlow, Taylor and Thompson, 2010), thus
reducing their motivation to contribute to the in-
novation process (Bryson and White, 2019).
Turning to small firms, the coexistence of mul-

tiple EV mechanisms does not have a significant
effect on a higher level of firm innovation. Thus,
smaller firms seem to lack the necessary man-
agerial capabilities to effectively combine differ-
ent EV mechanisms (Gautam and Markey, 2017;
Gilman, Raby and Pyman, 2015). This results in
confusingmessages and stressful situations for em-
ployees, which in turn reduces their potential for
innovation.
Overall, our findings show that the effect of sin-

gle EVmechanisms on firm innovation is generally
positive in small and medium firms. However, the
relationships are often more nuanced than what is
generally proposed by the existing literature. This
reinforces the need for future HRM and EV re-
search to consider SMEs as a heterogeneous cat-
egory. Our study shows that small and medium
firms differ in terms of their ability to exploit
the potential of the intersections between different
EV mechanisms. In particular, medium firms de-
rive higher benefits than small firms in combining
and balancing EVmechanismswith different levels
of formalization (e.g. verbal and indirect mecha-
nisms). However, they also suffer from an excessive
level of formalization in employees’ involvement
in the innovation process (e.g. through written and
indirect voice). This is consistent with recent liter-
ature showing that in medium firms, formality and
informality are part of a single span that needs to
be managed and properly balanced (Marlow, Tay-
lor and Thompson, 2010). We suggest future stud-
ies to adopt these theoretical lenses to explore how
EV takes shape in these contexts. In this sense, our
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study contributes to the development of the field
by highlighting the need to develop new classifica-
tions of EV mechanisms that may better capture
the role of formality/informality in SMEs.

Limitations and future research

This study has several limitations. First, the sam-
ple is cross-sectional, and thus prevents us from
making causal inferences. This general problem
is common to most HRM research (Jiang and
Messersmith, 2018), and was partially mitigated
by the large number of observations in our sam-
ple. Second, consistent with the literature (e.g.
Anzola-Román, Bayona-Sáez and García-Marco,
2018; Arvanitis, Seliger and Stucki, 2016), we
evaluated SMEs’ propensity to innovate based on
the presence of innovations within a given period,
rather than the intensity within an organization.
Future EV research could take a longitudinal
approach, capture the intensity of innovations
and adopt more comprehensive measures to test
the robustness of our findings. Next, with regard
to EV variables, we differ from most existing SME
literature, which mainly measures the simple pres-
ence of practices (Harney and Alkhalaf, 2020),
by adopting a weighted indexing approach that
allows the measurement of the EV mechanism by
the specificities of each country and size groups
(small and medium firms). However, our mea-
sures do not capture the quality (e.g. the level
of trust and justice that characterizes the voice
process; see Kougiannou, Dundon and Wilkin-
son, 2020) and the content of voice arrangements
(e.g. complaining or grievance versus suggestions
for improvement; see Bacon and Hoque, 2005;
Shipton et al., 2019). Thus, while we contribute
to a better understanding of the impact of EV
mechanisms, we cannot empirically demonstrate
the process (‘how’) through which different EV
mechanisms affect firm innovation. This is an im-
portant area of development for research on EV,
especially in smaller organizational contexts where
qualitative literature shows that there might be
disparities between EV practices reported by own-
ers/managers (i.e. practices that they declare to be
used) and those actually in use in the company
(Gilman, Raby and Pyman, 2015).

The distinction between verbal and written
mechanisms we adopted represents a promising
line of inquiry for future literature on direct EV in
SMEs. Future research could also usefully reflect

on new ways to categorize indirect voice. For ex-
ample, we know very little about informal mecha-
nisms adopted for themanagement of the relation-
ships between the owner-managers and employees’
representatives, and how they affect the outcomes
of the overall EV system adopted. Thus, together
with more systematic inclusion of indirect EV in
the analytical models adopted by studies on EV in
SMEs, future literature should propose new con-
ceptualizations of EV that are able to better cap-
ture and understand the unique nature of employ-
ment relationships in those contexts.

Finally, this study took place within the Eu-
ropean context, which is a distinctive context for
analysing EV because of its specific historical
traditions, cultural orientations and institutional
settings (Brewster, Croucher and Prosser, 2019). In
this regard, careful consideration should be given
to the generalizability of our findings to other
areas, such as the USA or Asian countries. Com-
parative studies among different cultural and insti-
tutional contexts are needed for a more complete
understanding of EV in small and medium firms.
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