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Abstract

The flow of information continues to expand exponen-
tially while, at the same time, decision-making
becomes more complex. Employees, organizations, and
societies face an increasingly hard challenge in identi-
fying and utilizing information effectively. In the
context of a crisis, the need for timely and correct infor-
mation increases even more to support management
decisions. Communication channels such as meetings
and staff involvement committees (voluntary or man-
datory) are crucial for efficient knowledge flows
between employees, management, and within divi-
sions. However, less is known about their pattern of
creation at different stages of a crisis. This empirical
study investigates the relevance of the Financial Crisis
for the introduction and dissolution of staff involvement
committees. Using the German IAB Establishment
Panel, we use a conditional difference-in-differences
framework and provide empirical evidence of whether
employers initiated or abolished staff involvement com-
mittees in different stages of the recession. Our findings
reveal that negatively affected establishments are more
likely to introduce communication channels, especially
during the crisis.
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1 | INTRODUCTION

The Global Financial Crisis seriously impacted organizations, employees, and economies.
Equity markets dropped by about $29 trillion (Bartram & Bodnar, 2009), and scholars and pro-
fessionals regard this crisis as the most severe event since the Great Depression of the 1930s
(Mishkin, 2011). In economic downturns, organizations tend to apply countermeasures as a
response strategy and to cope with adverse market conditions. The exploration of new markets,
employment adjustments such as downsizing (Mufioz-Bullon & Sanchez-Bueno, 2014) or the
development of new products (Zagelmeyer et al., 2012) are just a few examples in this regard.
Common measures, for example, in Germany are short-time work arrangements and working
time accounts (Johnstone et al., 2019).

In this study, we analyze crisis response mechanisms of organizations. In all areas of busi-
ness, such as management, consulting, and finance, negative impacts are usually rooted in mar-
ket externalities, such as asymmetric information between employers and employees, leading to
inefficient outcomes (Giebel & Kraft, 2020). Moreover, in such scenarios, previous studies have
shown that an unexpected event results in increased uncertainty and that organizations can
even exacerbate the impact of an economic downturn by relying on poor communication
(Kim, 2018). We draw on the collective voice framework (e.g., Freeman & Lazear, 1995;
Freeman & Medoff, 1979) and explicitly focus on the possibilities that emerge from improving
internal communication through formal and informal employee voice committees that provide
room for dialogue and collective action (e.g., Jager et al., 2022a). Institutionalized industrial
relations committees on the shop floor, such as works councils, could easily aggregate, and
voice the preferences of the workforce, leading to reduced information asymmetries and
more cohesion (e.g., Lammers et al., 2023). However, not only institutionalized but also
management-implemented more flexible committees such as weekly meetings, round table con-
ferences, or employee spokespersons are essential to collect and relay information from the
shop floor. They also distribute knowledge between organizational divisions, thus resulting in
reduced asymmetric information.

In this setting, this paper primarily aims to deepen the understanding of whether
establishments—as the smallest business unit—tend to initiate or abolish internal communica-
tion committees (ICC), such as works councils or voluntary staff councils that enable and foster
knowledge flows in the Global Financial Crisis and the period afterward. Drawing from the
internal crisis communication literature (Heide & Simonsson, 2021; Mazzei & Ravazzani, 2011),
this paper contributes to the knowledge of crisis countermeasures on the so far under-explored
aspect of ICC that are first, voluntarily provided by the management and second, initialized by
the workforce (e.g., works councils) at different stages of the Global Financial Crisis. Studies so
far mainly explore the effects of external crisis communication with stakeholders to protect or
repair the organization's reputation, for example, by avoiding negative media coverage
(Coombs, 2007; Heide & Simonsson, 2020).1 However, empirical evidence on staff involvement
committees that improve internal communication to enhance knowledge flows at the precrisis,
crisis, and postcrisis stages is quite absent (Heide & Simonsson, 2021).

To test whether employers initiate and abolish shop floor communication committees dur-
ing the Global Financial Crisis, we use the IAB Establishment Panel provided by the Institute
of Employment Research in Nuremberg, Germany. The panel provides comprehensive
establishment-level information on a broad set of structural and workforce characteristics. The
sample we draw from this dataset covers the years 2004-18 and the distribution of employer-led
committees among German establishments. In addition, the IAB panel provides detailed
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232 | LAMMERS and GIEBEL

information on whether establishments have been positively or negatively affected by the
Global Financial Crisis. Besides including a comprehensive set of control variables, the long
panel dimension allows us to control for establishment-specific (usually unobservable) charac-
teristics such as management quality within a fixed effects regression framework. Moreover,
using a conditional difference-in-differences regression approach to adjust for observables, we
investigate the exogenous crisis shock on the probability of introduction and dissolution of
employer-led committees at the three different stages of the crisis.

The empirical findings provide evidence that the Global Financial Crisis increases the prob-
ability for initiating employer-led committees during the crisis response stage, however, only
for negatively affected establishments. In addition, those establishments also do not abolish
existing communication bodies. For establishments that are positively affected by the crisis, the
results show that they do not introduce or abolish communication committees at either stage of
the crisis. We apply several robustness tests that support the initial baseline results. Overall, this
paper provides evidence that employer-led communication committees are an additional ele-
ment in management's toolboxes to mitigate the detrimental effects of an economic downturn
by focusing on efficient internal communication flows within the organization.

In addition, this empirical study provides two novel contributions. First, one unique aspect
is the focus on employer-led committees for internal communication purposes, which are vol-
untary and not stipulated by law. Shop floor committees such as non-union forms of employee
representation like works councils, which are quite common in Europe” and Korea, often pro-
vide the function of collective voice and communication on the shop floor. The focus on the
German context in this paper offers the opportunity to analyze the impact of the Financial Cri-
sis on voluntary (management-led) staff-involvement committees. On the one hand, in German
establishments, the workforce has the right to vote for works councils—shop floor advocates to
speak on employees' behalf—with strong co-determination rights (Backes-Gellner et al., 1997).
On the other hand, management might initiate (or abolish) voluntary committees too, or as an
alternative to works councils (Jirjahn et al., 2022; Oberfichtner & Schnabel, 2019).4 Evidence on
a crisis's effects on employee participation suggests a positive relationship (Gregori¢ &
Rapp, 2019; Jirjahn, 2009; Kranz & Steger, 2013); the literature, however, does not consider staff
involvement for enhancing communication. Furthermore, this paper also complements existing
studies on the determinants of employer-led, voluntary committees (Hertwig, 2011; Hauser-Ditz
et al., 2013; Jirjahn et al., 2022; Oberfichtner & Schnabel, 2019), particularly in the context of
the Global Financial Crisis.’

Second, this paper contributes to the internal crisis communication literature that has
received a surge in interest in the last decade, not only due to the COVID-19 pandemic
(Heide & Simonsson, 2021; Mazzei & Ravazzani, 2011; Taylor, 2010). The fundamental ques-
tions in this literature are how management structures communication mechanisms to ensure
efficient knowledge flows and how decisions are made (Kornberger et al., 2019). The quantita-
tive regression results in this study contribute to a literature that is so far largely driven by qual-
itative studies.

The paper proceeds as follows. We first provide theoretical considerations and derive
hypotheses regarding employer-led institutions and their relevance during the Global Financial
Crisis. After describing the empirical strategy and regression results, we provide several robust-
ness tests with respect to the specification of the dependent variables and the composition of
the regression sample. Finally, we conclude, provide managerial implications, and discuss ave-
nues for further research.
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2 | STAFFINVOLVEMENT COMMITTEES AND INTERNAL
COMMUNICATION

Crises usually pose significant threats to organizations' processes, performance, and survival
due to their surprising, unanticipated, and highly destructive nature. Whether it is a crisis
within an industry or a specific organization, firms must deal with its consequences, especially
in the acute response but also in the postcrisis stages (Mazzei & Ravazzani, 2015). The lack of
timely and precise information becomes obvious during a crisis and, with it, the urge to act.
Managers rely on timely and accurate internal information to, for example, inform stakeholders
to protect or repair the reputation of the organization.® In addition, cost-cutting measures such
as staff reductions and layoffs, but also the cancellation or postponement of investment deci-
sions, must be considered. Managers also need to keep employees informed during a crisis to
reduce uncertainty and potential fear of losing their jobs, which could ultimately lead to a drop
in performance, thereby exacerbating the impact of the crisis (Heide & Simonsson, 2020).

Efficient interactions and communication among firm divisions, as well as managers and
employees, are therefore crucial for intra-organizational information flows during a crisis
(Quarantelli, 1988). Although established internal communication channels such as monthly
meetings work under ‘business as usual’ conditions, a crisis results in an exhaustion of existing
systems and an overload of information in terms of quality and quantity (Quarantelli, 1988). On
the one hand, agile and decentralized internal communication measures, for example, provided
by firm-tailored employer-led communication committees, largely contribute to organizations'
survival by providing relevant information at the right time (Hau et al., 2013; Sandvik
et al., 2020).

Voluntary and mandatory institutions are beneficial for the employer from many perspec-
tives. One key theory in this regard is the collective voice theory, first labeled and put forward
by Freeman and Medoff (1979). This framework implies that voice institutions increase effi-
ciency by improving cohesion and communication between workers and management, which,
in the end, benefits the firm (Freeman & Lazear, 1995; Jdger et al., 2022b). The workforce pos-
sesses not only important (specific) human capital the management does not, but communica-
tion committees also function as a relay station for this knowledge, that is, by acting as a
receiver and sender of information (Kim, 2018). They gather shop floor knowledge, keep
employees informed, and efficiently provide relevant information to managers, thereby reduc-
ing information misalignment and increasing team coordination. Finally, voluntary implemen-
tation of employer-led ICC also increases trust and employee engagement due to a more
positive workplace culture characterized by information sharing and trustful, open relations
(Thomas et al., 2009). In this scenario, management's proactive self-disclosure mechanism of
informing employees about the crisis incentivizes employees to share important knowledge that
would otherwise be withheld.

Finally, we consider management's incentive to initiate or abolish ICC at three stages of the
Global Financial Crisis, that is, precrisis, crisis response, and postcrisis (Mazzei &
Ravazzani, 2015). Consistent with the qualitative crisis communication literature (Heide &
Simonsson, 2020; Heide & Simonsson, 2021; Mazzei & Ravazzani, 2011), we expect that
improvements in communication channels are crucial in the crisis response stage when knowl-
edge flows need to be especially effective to mitigate negative effects (Mazzei &
Ravazzani, 2015). After the chronic response stage, an organizational renewal phase begins in
which these institutions might be abolished again after their purpose is fulfilled.
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Although the countermeasure of implementing efficient communication practices for nega-
tively affected organizations is quite plausible, we also look at the effects for positively affected
establishments. In those organizations, we suspect different effects. First, the economic pressure
to adjust communication and knowledge flows to cope with the crisis has weakened. Second,
the management also does not need an ‘employee engagement mechanism’ in the form of ICCs
to provide information or motivate employees. In such a scenario, communication and knowl-
edge channel improvements are not crucial to surviving the crisis. These considerations lead to
the following hypotheses:

H1la. Establishments that are negatively affected by the Global Financial Crisis, are
morve likely to initiate employer-led internal committees (ICC) to increase knowledge
and communication flows.

H1b. Establishments that are positively affected by the Global Financial Crisis, are
less likely to initiate employer-led internal committees (ICC) to increase knowledge and
communication flows.

Besides voluntary, employer-implemented voice committees, industrial relations institutions
such as works councils, which are a common employee advocacy in France and Germany, also
foster communication between employers and the workforce (e.g., Jiger et al., 2022a). In this
case, the workforce has comprehensive information, consultation, and co-determination rights
in many aspects that could improve outcomes during and after a crisis. The German context,
with its dual system of industrial relations, provides a unique setting for the analysis since the
workforce has the right to vote for works councils with strong co-determination rights
(e.g., Backes-Gellner et al., 1997). However, voluntary voice institutions may be implemented in
addition to, or as an alternative to, legal co-determination institutions (e.g., Jirjahn et al., 2022).
Moreover, the ICCs usually operate, in particular in Germany, at the intersection of manage-
ment practices and statutory workplace representation (e.g., Delaney & Godard, 2001;
Oberfichtner & Schnabel, 2019). Therefore, it is important to understand the functioning of
these alternative voice institutions in the system of industrial relations.

The literature shows that ICCs are usually more dynamic and implemented for a rather short
time for a specific task (Ertelt et al., 2017). In comparison, works councils are often implemented
for a longer period. By investigating both institutions in the empirical analysis, we are also exten-
ding the collective voice framework to the management literature. This is not only important
from a theoretical point of view but also due to an erosion of traditional representation institu-
tions such as works councils and unions in the system of industrial relations, where alternative,
more fluid voice committees gain increasing importance (e.g., Behrens & Dribbusch, 2020;
Hassel, 1999). In the following, we check the interdependence of both types of voice institutions
before, during, and after the crisis. The considerations above lead to the following hypotheses:

H2a. Establishments that are negatively affected by the Global Financial Crisis, are
morve likely to initiate employer-led internal committees (ICC) to increase knowledge
and communication flows when no works council exists.

H2b. Establishments that are negatively affected by the Global Financial Crisis, are
less likely to initiate employer-led internal committees (ICC) to increase knowledge and
communication flows when a works council exists.
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3 | RESEARCH SETTING AND EMPIRICAL METHOD
3.1 | Data, variables, and descriptive statistics

To test the hypotheses drawn in the previous section, we use data from the IAB Establishment
Panel and apply a quantitative regression framework. The IAB panel is a study of German
establishments offered by the German Institute for Employment Research (IAB).” Conducted
annually since 1993 in Western and since 1996 in Eastern Germany, the dataset surveys around
16,000 establishments per year using a representative sampling design. It provides not only
comprehensive information on workforce and establishment characteristics, but also allows the
investigation of employer-led committees over time.

3.1.1 | Dependent variables

The IAB questionnaire asks a wide variety of firm and employee-specific variables, which
allows for modeling firm determinants of employer-led committees, for example, round table
conferences, employee spokespersons, and additional management lines, in detail. The IAB
panel queries the existence of these committees since the beginning of the year 2004.* We create
two dependent variables for the introduction of ICC, ‘ICC introduction’ and their abolition
‘ICC abolition’ from the question: ‘Is there another company-specific form of staff representa-
tion such as a staff spokesperson, round table conferences or something similar?” To calculate
an introduction event of employer-led committees, we first identify establishments that do not
yet report to have such a committee. Then, we create a dummy variable, which takes the value
one in case such an institution is implemented in year ¢ and, in addition, is present in the year
t+1 and t+2.° As far as there is no systematic misreporting by firms, this approach mitigates
measurement errors in the introduction variable by excluding spurious introduction events.
Therefore, we define an introduction event as persisting for at least two consecutive periods.'’
This dummy variable is equal to zero if there is no introduction event.

For the variable of abolishing communication committees, we use a similar approach and
create a variable that takes the value one in year ¢ in case an establishment reports having an
employer-led committee for the last 2years (t—1 and ¢ —2) but not in the recent year ¢. This
dummy variable equals zero in the case of no abolition event. Finally, we remove observations
from the sample for which we cannot assign a clear introduction or dissolution event. More-
over, we exclude firms with five or fewer employees since smaller establishments may not intro-
duce a works council as stipulated by law. The estimation sample spans the years 2004-18,
including 23,744 establishment-year observations.

3.1.2 | Treatment variables related to the Global Financial Crisis

To model the effects of the Global Financial Crisis on the introduction and abolition of
employer-led committees, the IAB panel also provides detailed information on whether and
how establishments are affected. The variable for this external shock is derived from the
responses to the question: ‘In retrospect: Did the economic and financial crisis of the last
2 years affect your establishment/office? This question refers to both, negative and positive
effects.”’’ We use this variation in the affectedness of establishments at different stages of the
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recession to measure establishments' underlying likelihood of implementing or abolishing
employer-led bodies. Since the identification approach relies on a difference-in-differences
regression, the affectedness of establishments is used as a treatment indicator. We, therefore,
assign establishments to belong either to the control group (not affected by the Global Financial
Crisis) or to two different treatment groups (either positively or negatively affected). This
approach allows us to separately compare each treatment group to the control group of estab-
lishments that are not affected by the financial crisis.

3.1.3 | Control variables

In the empirical analyses, we control for various workplace and employee characteristics. To
begin with, establishment size is an important predictor of crisis resistance. For example, larger
organizations tend to have access to more resources to cope with a recession; however, smaller
organizations might be more agile in dealing with changes (Lai et al., 2016). We use the loga-
rithm of the number of employees to control for establishment size effects. The situation is simi-
lar for organizations with several subsidiaries since they can mitigate negative shocks by
moving employees back and forth between different areas and departments. We thus add an
indicator variable, which takes the value one in case the establishment is part of a firm group
and zero otherwise to consider these channels.

In addition, establishments' technical equipment is relevant not only in terms of efficient
internal communications, such as, for example, virtual meetings, but also in the effectiveness of
crisis countermeasures. We use investments in information and communication technologies as
a measure for equipment and proxy for the establishment's capital stock. To control for differ-
ences in the firm culture—as a potential reason for differences in the crisis response
mechanisms—we include an indicator variable of whether the firm was founded before or after
the German reunification in 1990. For example, organizations might behave differently if they
have already experienced a crisis.

Finally, employer-led communication bodies might interact with other statutory voice insti-
tutions on the shop floor, such as works councils (Oberfichtner & Schnabel, 2019). We account
for these interactions by capturing employees' bargaining power on the shop floor by including
the existence of a works council in the respective years. Moreover, a dummy variable for collec-
tive industry-wide bargaining coverage is included as a similar measure at the industry level.
This takes value one if there is an industry-level bargaining agreement and zero else. We com-
plement this with a similarly constructed dummy variable that reflects the situation of whether
there is a company-level bargaining agreement. The developments of these measures are shown
in Figures Al and A2, respectively.

Besides establishment differences, workforce characteristics might also be a source of varia-
tion in the demand for communication committees. Various types of employees have different
preferences with respect to employee voice and internal communication channels, such as, for
example, unions, works councils, and employer-led committees. Thus, we include the share of
high-skilled, female, and fixed-term workers separately in the regressions.

Table 1 provides the variable definitions and the respective descriptive statistics. These
imply, among others, that the introduction of an employer-led committee happens in about
1.3 per cent of the firm years analyzed in this study and, therefore, could be regarded as a rel-
atively rare event. These findings are in line with Ertelt et al. (2017), who find that such com-
mittees are often implemented for a specific task and that they are quite fluid in terms of
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TABLE 1 Descriptive statistics.
@ (©)
Description Mean SD
Dependent variables
Introduction of Indicator variable for the introduction of ‘[...] Another 0.013 0.116
employer-led company-specific form of staff representation such as a staff
committee spokesperson, round table conferences or something similar
[..]’int+1 and t+2 in comparison to ¢.
Abolition of Indicator variable similar as the introduction variable above, 0.013 0.114
employer-led however, for the abolition of these institutions.
committee
Establishment controls
(Log) employees Natural logarithm of the number of employees. 4.583 1.485
Part of firm group Dummy variable equals one if an establishment is part of a 0.226 0.418
larger company or organization and zero otherwise.
Investments in ICT Dummy variable equal to one if an establishments invests in 0.627 0.483
ICT and zero otherwise.
Founded before 1990 Dummy variable equal to one if an establishment is founded 0.549 0.497
before 1990, that is, before the German Reunification and
zero otherwise.
Industry-wide Dummy variable equal to one if an establishment is bounded 0.471 0.499
bargaining by an industry-wide collective bargaining agreement and
agreement zero otherwise.
Company bargaining Dummy variable equal to one if an establishment is bounded 0.112 0.315
agreement by a company-wide collective bargaining agreement and zero
otherwise.
No bargaining Dummy variable equal to one if an establishment is bounded 0.416 0.493
agreement at all by no collective bargaining agreement and zero otherwise.
Works council Dummy variable equal to one if there is a works council 0.551 0.497
present in an establishment. This shop floor representation
institution can be elected in establishments with more than
five permanent employees. Works councils possess
comprehensive consultation, information, and
codetermination rights in areas such as staffing, working
hours or safety. Their rights are defined in the Works
Constitution Act.
Workforce controls
Share of high-skilled =~ Continuous measure for the share of high-skilled workers in 0.120 0.175
relation to total employment in year ¢t which require a
university degree.
Share of female Continuous measure for the share of female workers in relation  0.370 0.263
workers to total employment in year ¢.
Share of fixed-term Continuous measure for the share of fixed term workers in 0.123 0.172

workers

Observations

relation to total employment in year t.

23,744

Note: Descriptive statistics, unweighted means. Federal state, industry, size, period, and affectedness dummy variables are
provided in Tables B1-B5 in the Appendix. IAB Establishment Panel, waves 2004-18.
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introduction and dissolution. Ertelt et al. (2017) find that only 8% of private establishments
have a works council and roughly 9% an alternative institution. Both committees simulta-
neously were only present in roughly 1% of the establishments. We find that the Financial
Crisis is indeed such a specific event to implement those committees to temporarily cope with
negative effects.

We augment these descriptive statistics with further details about the uptake or abolishment
of ICCs. Thus, we first find that the relationship between firm size and the number of establish-
ments with ICCs is inversely U-shaped (Table B3). This is in line with the literature that shows
that mandatory employee representations, such as works councils, are also more likely present
in larger firms (e.g., Oberfichtner, 2019). Second, we determine the existence of ICCs over time
and according to the affectedness of the firms by the financial crisis. The development of works
council and ICC adoption over the years can be found in Figure A2. The results imply that the
degree of ICCs increased over time. In contrast to that, the adoption of works councils decreases
slightly. The count of establishments that introduce an ICC is shown in Table B4 and under-
lines the previous results. Thus, ICCs are more likely to be found in the financial crisis, com-
pared to the periods before and after. Moreover, the numbers in Table B5 imply that the
introduction and abolishment pattern of ICCs is more pronounced for firms that are affected
negatively by the financial crisis. This is in line with the predictions above and provides a first
indication of a more pronounced introduction of these representations in the financial crisis,
and thus, Hypotheses 1a and 1b might hold.

3.2 | Difference-in-differences

To identify the effect of the unexpected event of the Global Financial Crisis on the likelihood of
implementing or abolishing employer-led ICC, we apply difference-in-differences regressions.'”
In addition, we provide effect heterogeneity on two aspects. First, we consider three different
stages of the recession, that is, precrisis, crisis, and postcrisis.'* Second, we provide novel empir-
ical evidence of effect heterogeneity depending on whether establishments are positively or neg-
atively affected by the Global Financial Crisis.

To estimate differences in the likelihood of implementing or abolishing employer-led com-
mittees (ICC;;) in period ¢ for establishment i, we estimate the following Equation (1):

ICCy=a+ ﬂlAffectedé€ + ﬁzAffectedf-c x Crisis; + ,&Affectedﬁ‘ x Postcrisis; + X + ¢; + 6 + €ir,
(1)

where ‘Affectedf’ is a dummy variable that is equal to one in case establishment i reports being
either negatively or positively affected by the Global Financial Crisis and zero otherwise. Crisis;
is a dummy variable equal to one in the years 2008 and 2009 and zero otherwise. ‘Postcrisis;’ is
a dummy variable equal to one in and after the year 2010 and zero otherwise to measure effects
in the aftermath of the crisis. The interaction terms between ‘Affected’ and ‘Crisis’ measure the
treatment effect of being exposed to the crisis compared to establishments that are not exposed.
It must be noted that the inclusion of year fixed effects (5;) ensures that the coefficients of the
interaction terms (f, and f;) represent the difference-in-differences effect of interest. Moreover,
X is a vector of time-varying establishment-level control variables as explained above. We
include an extensive set of fixed effects, whereby ¢, represents establishment, federal state, and
industry fixed effects, and &; year fixed effects. Finally, ¢; is the idiosyncratic error term. The
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long panel period starting in the year 2004 allows us to control for establishment fixed effects
such as differences in managerial quality that might affect both the likelihood of being affected
by the crisis and potential countermeasures. We apply ordinary least squares (OLS) and fixed
effects (FE) models to estimate the difference-in-differences regressions.'* We also estimate
Equation (1) without postcrisis interaction terms, implying a pooled response and postcrisis
stage. We cluster the standard errors at the establishment level to consider the autocorrelation
of the error term and potential heteroscedasticity.

4 | EMPIRICAL RESULTS
4.1 | Negatively affected establishments

First, we test for the negative impacts of the Global Financial Crisis on establishments. These
institutions, which the crisis has particularly hard hit, could establish communications commit-
tees to mitigate the adverse effects (H1a). As explained in Section 3.2, we first pool the crisis
response and postcrisis period by removing the ‘Postcrisis;” coefficient and its interaction terms
from Equation (1). Results from those difference-in-differences regressions are presented in
Table 2, in which columns (1) and (2) consider changes in the likelihood of implementing
employer-led committees using OLS and fixed effects, and columns (3) and (4) the abolition of
these bodies.

The coefficient of interest is the ‘Negatively affected x Crisis’ interaction term, which mea-
sures the effect of an establishment being negatively affected during the crisis period in relation
to not negatively affected establishments.'> What becomes evident from these results is that the

TABLE 2 Crisis-response effects for negatively affected establishments.

@) (@) (3) (C))

ICC introduction ICC abolition

OLS Fixed effects OLS Fixed effects
Negatively affected —0.000 0.004*

(0.003) (0.002)
Negatively affected x Crisis 0.018*** 0.020%** 0.003 0.000

(0.003) (0.004) (0.005) (0.006)
Control variables v v v v
Establishment fixed effects v v
Industry fixed effects v v v v
Year fixed effects 4 v v v
Federal state fixed effects v v v v
R? 0.010 0.184 0.010 0.163
Observations 23,744

Note: This table shows the results from estimating Equation (1). All regressions include control variables. Data from the IAB
Establishment Panel, waves 2004-18.
*, % *+% denote significance at the 10%, 5%, 1% levels.
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financial crisis has a positive impact on the likelihood of introducing employer-led committees
during the crisis. In terms of magnitude, the likelihood of introduction increases by 1.8 to 2.0
percentage points. We find no effects during the financial crisis regarding abolishing an existing
communication body for negatively affected establishments.

In the next step, we include the ‘Postcrisis,” coefficient in the regressions as shown in
Equation (1) and estimate the full specification resented in Table 3. Compared to the previous
pooled periods, the treatment effect point estimates are now slightly smaller than the results
shown in Table 2. However, it is also significant, at least at the five-percent level as before.
Overall, the Global Financial Crisis facilitates the introduction of employer-led communication
bodies, especially in the crisis-response period. In fact, the negative point estimate of the
‘Negatively affected x Postcrisis’ coefficient supports the narrative that the likelihood of intro-
ducing ICCs is reduced after their purpose seems to be fulfilled in the crisis response period.
Again, no effects regarding the abolition of an already existing institution are discernible, albeit
the point estimates are positive.

4.2 | Positively affected establishments
The IAB Establishment Panel also offers information on establishments positively affected by

the Global Financial Crisis. Some organizations might benefit from an economic downturn
depending on specific industries or geographic locations. For those establishments, we re-define

TABLE 3 Crisis-response and postcrisis effects for negatively affected establishments.

@ ©) 3 (C))
ICC introduction ICC abolition
OLS Fixed effects OLS Fixed effects
Negatively affected 0.006 0.003
(0.004) (0.004)
Negatively affected x Crisis 0.012%** 0.014** 0.005 0.004
(0.004) (0.006) (0.006) (0.007)
Negatively affected x Postcrisis —0.008* —0.008 0.002 0.006
(0.005) (0.005) (0.004) (0.005)
Control variables 4 v v v
Establishment fixed effects v 4
Industry fixed effects 4 4 v 4
Year fixed effects v v v 4
Federal state fixed effects v v v 4
R 0.010 0.184 0.010 0.164
Observations 23,744

Note: This table shows the results from estimating Equation (1). All regressions include control variables. Regarding the full
specification including all establishment controls, see Table B6 in the Appendix. Data from the IAB Establishment Panel, waves
2004-18.

*, % *+% denote significance at the 10%, 5%, 1% levels.
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the treatment group, which now consists only of positively affected establishments compared to
those unaffected. We expect these establishments are less likely to introduce ICCs compared
to not affected firms (H1b). We then re-estimate the difference-in-differences regressions to cal-
culate the treatment effect of being positively exposed to the crisis on the likelihood of introduc-
ing or abolishing employer-led communication committees. The results are presented in
Tables 4 and 5.

As shown in Table 4 and compared to the negatively affected establishments before, the sign
of the ICC introduction effect is reversed. The likelihood of introducing employer-led communi-
cation committees is reduced by 2.0 (OLS) to 2.4 (fixed effects) percentage points, and the effects
are significant at the one percentage level. This could signify an already well-equipped and
functioning communication line in which additional communication channels are unnecessary
during the crisis. With respect to the abolition of communication bodies for positively affected
establishments, we again find no significant effects.

Next, we include the ‘Positively affected x Postcrisis’ coefficient in the regressions to disen-
tangle the effect between different stages of the crisis for the positively affected establishments.
The results are presented in Table 5 and are similar to those in Table 4, where we pool the
crisis-response and postcrisis periods. The sign and significance level of the coefficient on the
treatment effect are identical, and the effect of the crisis on the abolition of employer-led com-
mittees is also absent from this specification.

4.3 | The effect for firms with and without works councils
Although there is comprehensive research on determinants of alternative voice institutions
(e.g., Ellguth, 2009; Ertelt et al., 2017; Hauser-Ditz et al., 2013; Jirjahn et al., 2022;

Oberfichtner & Schnabel, 2019) and works councils (e.g., Addison et al., 1997), it is not yet

TABLE 4 Crisis-response effects for positively affected establishments.

) ) 3) (C))

ICC introduction ICC abolition

OLS Fixed effects OLS Fixed effects
Positively affected 0.004 —0.000

(0.004) (0.004)
Positively affected x Crisis —0.020%** —0.024*** —0.008 —0.003

(0.005) (0.006) (0.007) (0.008)
Control variables v v 4 v
Establishment fixed effects v v
Industry fixed effects v v v 4
Year fixed effects v v v 4
Federal state fixed effects v 4 v v
R’ 0.010 0.184 0.010 0.163
Observations 23,744

Note: This table shows the results from estimating Equation (1). All regressions include control variables. Data from the IAB
Establishment Panel, waves 2004-18.
*, ¥ %% denote significance at the 10%, 5%, 1% levels.
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TABLE 5 Crisis-response and postcrisis effects for positively affected establishments.

@) () (3) 4)
ICC introduction ICC abolition
OLS Fixed effects OLS Fixed effects
Positively affected 0.007 0.005
(0.008) (0.006)
Positively affected x Crisis —0.023%** —0.024** —0.013 —0.011
(0.008) (0.010) (0.009) (0.011)
Positively affected x Postcrisis —0.004 0.001 —0.007 —0.012
(0.008) (0.009) (0.007) (0.009)
Control variables v 4 v v
Establishment fixed effects v v
Industry fixed effects v v 4 4
Year fixed effects 4 v v v
Federal state fixed effects v 4 4 4
R? 0.010 0.184 0.010 0.163
Observations 23,744

Note: This table shows the results from estimating Equation (1). All regressions include control variables. Regarding the full
specification including all establishment controls, see Table B7 in the Appendix. Data from the IAB Establishment Panel, waves
2004-18.

* ek denote significance at the 10%, 5%, 1% levels.

settled whether voluntary and statutory representation committees are complements or substi-
tutes (e.g., Jirjahn et al., 2022; Oberfichtner & Schnabel, 2019). In the next step, we focus on this
topic in the context of a crisis and differentiate between firms with a works council and those
without. According to Hypotheses 2a and 2b, the latter should be more likely to introduce an
ICC. This is because of the missing mandatory employment representation in the form of a
works council that would already provide a collective voice for employees in that establishment.
On the contrary, firms with a works council might be less likely to introduce an ICC since there
is an already established form of collective voice at the shop floor. The results when splitting
the sample of firms according to the existence of the mandatory form of employee representa-
tion are shown in Tables 6-9.

We find that the baseline effects presented in Tables 2 and 4 are reinforced when splitting
the sample by firms with a works council and those without (Tables 6 and 8). First, starting
with the crisis-response effects for positively affected establishments, it must be noted that the
(negative) introduction effect is larger in absolute terms for the positively affected establish-
ments with a works council. This is in line with the idea that there is no necessity to have an
additional voluntary collective voice committee in firms that already have a form of employee
representation (the works council) and perform well during the crisis. When additionally
accounting for the postcrisis interaction effect (Tables 7 and 9), we find that the effect is more
pronounced for the crisis period if the firms have a works council. This holds for both positively
and negatively affected establishments. Second, we find no effects in the period after the finan-
cial crisis for those with a works council that are statistically significant on conventional levels.
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Similar to Ertelt et al. (2017), this aligns with the idea that these establishments might introduce
complementary voluntary ICC only in the short run to cope with temporal crisis effects. How-
ever, they are less likely to introduce them after the crisis. The latter might be mainly rooted in
the fact that a form of employee representation already exists.

4.4 | Robustness and sensitivity tests

In this section, we first analyze the sensitivity of our results regarding parallel trends. This
assumption must be fulfilled so that the difference-in-differences coefficients are valid esti-
mates. It presupposes a parallel trend in outcomes of the treatment and control group before
the actual treatment took place. To test for this pattern, we modify Equation (1) by replacing
the interaction terms with more granular interactions of the treatment variables (positively or
negatively affected by the crisis) and individual year dummies. Taking the treatment-
year-interaction term that includes the year 2007 as a reference allows us to determine whether
the movement in outcomes was parallel before the crisis. Therefore, we inspect the individual
coefficients and test for their joint significance following Mora and Reggio (2019). The results of
this exercise are shown in Tables C1 and C2. On the one hand, the estimates imply that there
was no individual significant effect before the financial crisis. On the other hand, the null
hypothesis of the test that all precrisis coefficients are jointly insignificant could not be rejected
in all but one specification. This implies that the parallel trend assumption is likely fulfilled.

In this section, we further challenge the specification and definition of the dependent vari-
ables. So far and consistent with the literature (e.g., Oberfichtner, 2019), we first calculate
employer-led committees’ introduction and abolition coefficient as binary variables, which
takes the value one in years t+1 and ¢+ 2 and zero otherwise. To challenge this definition, we
now define the introduction of communication committees in case the establishments also
report no committee in ¢ but only in ¢+ 1. We follow a similar approach for the abolition event,
which is defined in case an establishment reports the presence of a communication body in year
t but not in t— 1. Then we re-estimate the previous full-specified models with the results pres-
ented in Tables C3 and C4. Again, we find similar results as before with respect to both the size
of the coefficient and the level of significance. The exogenous shock of the Global Financial Cri-
sis significantly positively affects the likelihood of introducing employer-led committees during
the crisis-response stage for negatively affected establishments. For positively affected establish-
ments, the effect of implementing communication bodies is reduced during the crisis period.
There is no evidence of a significant treatment effect for the specification with both coefficients,
the crisis response and postcrisis stage.

In measuring exposure to the Global Financial Crisis, we have distinguished between nega-
tively and positively affected establishments. The IAB questionnaire, however, also allows
establishments to report that they are both negatively and positively affected simultaneously.
For example, different organizational divisions might be exposed differently. The impact of the
crisis might also change over time, thus leading establishments to report a different exposure
pattern. In addition, these establishments could be different from others, creating a potential
sample selection problem. In this section, we omit these establishments from the estimation
sample to not bias the treatment effect of the crisis. By omitting those establishments, the sam-
ple drops by N = 7,917 observations.

In re-estimating the difference-in-differences specifications, we find similar results in which
the positive effect of introduction is still present for negatively affected establishments
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(Table C5); and the negative effect for the positively affected establishments (Table C6).
Although the drop in observations eventually might affect the power of statistical inference, the
effects are still significant, at least at the 5 per cent level. Again, the results of this robustness
test underline the relevance of the introduction of employer-led committees in the
crisis-response period for negatively affected establishments but not for positively affected orga-
nizations. Moreover, we find no effects of the Global Financial Crisis on the abolition of
employer-led bodies, which is a consistent finding among all specifications. A well-
implemented communication body is simply not abolished in the crisis and postcrisis periods
because it is important for communication purposes.

Throughout the paper, we assumed that the Global Financial Crisis is an unexpected event,
a rather exogenous shock that hits establishments randomly. This section challenges this
assumption and tests whether the previous results are still consistent when we additionally
apply matching methods to consider potential selection effects. For example, establishments
might be differently affected by the crisis depending on their observable characteristics that, at
the same time, also determine the introduction and abolition of ICCs. In this case, a selection-
on-observable mechanism would be in place (Imbens & Wooldridge, 2009; Rubin, 1974). The
difference-in-differences specification in Equation (1) is therefore augmented using entropy
balancing in addition (Hainmueller, 2012; Hainmueller & Xu, 2013).16 The idea is to make
establishments as similar as possible regarding observable characteristics before investigating
the effects of the financial crisis on employer-led communication committees.

This selection-on-observable approach includes the balancing of covariates among the dif-
ferently affected establishments. We apply the method twice, for the positively and negatively
affected establishments. Then, the idea of entropy balancing is to create a counterfactual control
group of establishments unaffected by the crisis. They are, however, as similar as establish-
ments that are exposed and in the treatment group. This matching method estimates the popu-
lation average treatment effect on the treated, that is, PATT, = E[Y(1)|D =1] - E[Y(0)|D=1],
where the counterfactual second term is estimated using sample analogues of the following
expression:

S } _ 2 [ijp=o) Yi®i

, 2
> lip=0)®i @

In Equation (2), w; is the weight for each control establishment in the sample. Entropy
balancing chooses the weights to fulfill a re-weighting scheme where h(w;) is a metric that mea-
sures the distance between distributions of control and treatment establishments. The matching
model then imposes a set of R balancing constraints, i.e., on the mean, variance, and skewness
of the covariate distribution, to re-weight the control group accordingly. Entropy balancing also
implicitly provides the feature that weights are normalized to one to ensure finite sample effi-
ciency (Busso et al., 2014), using the normalizing constraint Y. ®; =1, where ;>0 for all i
such that D=0. Since the entropy balancing approach provid8s%he opportunity to match on
different distributional moments of the covariates, we choose the most restrictive specification
and match on all three moments of the covariate distributions to make establishments as simi-
lar as possible."”

To check the balancing of the covariates among the control and treatment groups, we rely
on frequently applied t-tests for mean equality (Caliendo & Kopeinig, 2008) where the results of
the t-tests are shown in the last columns of Tables C7 and C8 in the Appendix. As shown, the

95U801 SUOWILLIOD 9ANEa1D) 8ot jdde ay Aq peusenoB ale sjone VO '8 0 S3nJ 104 AR 8UIIUO AB]IA UO (SUORIPUOO-PUR-SWISIWI0 A8 1M AReIq Ul UO//SANY) SUORIPUOD pue SWiIS | 8} 89S *[9202/20/82] U0 Ateiqiauliuo A8|IM ‘punwLiod BeISBAIUN B4ISIUYS | AQ /9Z2T IqeI/TTTT 0T/I0p/oo" A3 1M Akeiqijput|uo//sdny Wwoiy pepeolumoq ‘g *v20Z ‘vT66.9vT



EMPLOYEE PARTICIPATION DYNAMICS IN TIMES OF CRISIS | 249

balancing property is fulfilled, and any remaining differences among the differently affected
establishments are removed. Tables C9 and C10 present the results of the re-weighted regres-
sions from Equation (1). Again, the results are the same as in the baseline difference-
in-differences regressions. The likelihood of initiating employer-led communication committees
is higher if the establishment is negatively affected by the Global Financial Crisis. It is interest-
ing to note, however, that while the significance is similar (i.e., significant at least at the 5 per
cent level), the magnitude of the point estimate for the negatively affected establishments
decreases compared to the unmatched results. The adjustment of observable characteristics
among establishments thus already accounts for variation in the outcome otherwise measured
in the crisis coefficient. Considering those observable differences is thus an important aspect of
this robustness test, which supports the previous findings and reduces bias in the estimates. For
the positively affected establishments, the provided evidence does not suggest a drop in the size
of the estimates.

5 | DISCUSSION AND CONTRIBUTION
5.1 | Discussion

Despite the relevance of external communication with stakeholders during various stages of a
recession (Coombs, 2007), studies on internal crisis communication to mitigate the detrimental
effects of a crisis are rather scarce. We have examined this issue for German establishments and
answered the question: ‘Do establishments initiate or abolish employer-led communication
committees such as round table conferences or spokespersons in the crisis-response and post-
crisis period of the Global Financial Crisis?” In addition, we provide evidence of whether
employers’ motivation to implement or abolish these committees depends on how the crisis
affects establishments positively or negatively.

Our results show that internal communication within and among divisions is important
during a crisis, especially for negatively affected establishments in the crisis-response period.
During the severe crisis period in the years 2008 and 2009 in Germany, the likelihood of initiat-
ing employer-led bodies such as round table conferences or employee spokespersons increases
by around two percentage points. On the contrary, the likelihood of introducing employer-led
bodies is reduced for positively affected establishments. An additional internal communication
platform is thus not required. Looking at the effects of abolishing an existing
communication committee, we find no effects for the negatively or positively affected establish-
ments. Thus, a previously established and well-functioning communication committee appears
durable and is not eliminated during or after the crisis. These results provide the first quantita-
tive evidence for previous qualitative results and understandings of crisis communication
(Heide & Simonsson, 2020; Heide & Simonsson, 2021; Mazzei & Ravazzani, 2011; Mazzei &
Ravazzani, 2015).

5.2 | Contributions
This empirical study offers two key contributions. First, in contrast to the symbolic approach of

external communication with stakeholders to protect the image of the organization
(Kim, 2018), our findings contribute to the enactment perspective that puts employees and their
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behavior during a crisis at the core of the investigation (Mazzei & Ravazzani, 2015). This per-
spective tries to understand cooperation during periods of crises and how internal communica-
tion, such as dialog and interaction (Kim, 2018), can enhance the organization's efficiency.
Although Mazzei and Ravazzani (2015) investigate Italian companies and their internal com-
munication during the Global Financial Crisis, our study investigates the German context. In
addition, other studies examine the organizational impact of ICCs (Heide & Simonsson, 2021),
this study takes a step back and first examines whether such committees are initiated at all in
times of crisis. Finally, while Mazzei and Ravazzani (2015) find that most firms use internal
communication in the form of formal meetings and manager-employee meetings during the cri-
sis, our findings quantitatively support these results.

Second, this study also provides additional knowledge in employee-management relations
(Cook et al., 2016; Gunnigle et al., 2013). For example, employer-led committees also provide a
‘collective voice’ for employees to come up and discuss new ideas and bring them up to the
management. Although employees might feel exposed by providing private information alone,
an institutionalized information committee provides anonymity and, thus, a higher incentive to
contribute to organizational issues. The reversed information channel, however, is also quite
likely in which management informs employees regarding layoffs or planned reorganization
purposes. Such continuous communication practices between managers and employees signal
trust and commitment in the sense that management is eager to tackle potential negative crisis
effects (Thomas et al., 2009). Analog collective voice channels have only been investigated so
far regarding unions and works councils. This study provides additional knowledge in the con-
text of labor-management relations for voluntary, employer-initiated committees.'®

5.3 | Limitations and further research

This paper has two potential limitations that provide clues for further research. First, while the
Global Financial Crisis was undoubtedly an unexpected, exogenous shock to organizations, it
was also a particular crisis. Therefore, one limitation of this study might be the uniqueness of
the crisis and whether the empirical findings are externally valid, that is, generalizable to, for
example, the recent COVID-19 pandemic.’® Recent waves of the IAB Establishment Panel
looking at the COVID-19 pandemic could illuminate this question. Moreover, despite the
matching approach applied to account for potential selection effects of the financial crisis, that
is, that observable establishment characteristics affect both the impact of the crisis and the exis-
tence of crisis committees, there may still be biases related to unobservable factors.

Second, because the explanatory variable is quite broad, defining the types of communica-
tion committees that employers use during the crisis is difficult. The definition ranges from a
broad spectrum of committees such as round table conferences, employee spokespersons, and,
for example, additional lines of management. What all these definitions have in common, how-
ever, is that they refer to an employer-led communications committee, albeit with a slightly
nuanced emphasis on the different roles within the organization. This quantitative study con-
tributes to understanding the fundamental relationship between a crisis and ICCs. However,
additional qualitative work could provide further insights into these committees’ functioning,
definition, and composition. This is particularly necessary since these committees exist only for
a short period of time (e.g., Ellguth & Kohaut, 2021; Ertelt et al., 2017), which is also confirmed
by the descriptive statistics in this study. Finally, the measurement of how severely establish-
ments are affected by the crisis is purely based on self-reported information. Although the IAB
Panel provides reliable information, there is still a potential for measurement errors.
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6 | CONCLUSION

This study explains at which stages of the Global Financial Crisis and to what extent differently
affected establishments initiate and abolish communication committees to support internal
knowledge flows. Internal communication is a relatively underexplored aspect, and most exis-
ting studies focus on different countermeasures to cope with an economic downturn. A promi-
nent aspect in this regard is external communication, for example, with stakeholders to save or
repair the organization's reputation during a crisis. Staff involvement committees, however,
function as relay stations between managers and employees within the organization and thus
provide an institutionalized mechanism for coordinated dialogue. These communication com-
mittees are supposed to mitigate detrimental crisis effects by improving communication, knowl-
edge flows, and decision-making.

To study the impact of the Global Financial Crisis on the likelihood of introducing and
abolishing employer-led communication bodies, we use the German IAB Establishment Panel
and apply conditional difference-in-differences regressions. We find that negatively affected
organizations initiate employer-led committees as a crisis response strategy, that is, during the
financial crisis, but not in the postcrisis stage. The probability of introduction during the crisis
increases by, on average, two percentage points compared to establishments that are not
affected. Positively affected establishments are less likely to initiate employer-led communica-
tion bodies in the crisis and not in the aftermath. Regarding the abolition of communication
bodies, we cannot identify any effects in the crisis response or postcrisis period. An existing staff
involvement body is not abolished in negatively affected establishments, as it is particularly rel-
evant as a crisis countermeasure. In positively affected establishments, however, abolishing a
functioning body is unnecessary.

Overall, this study quantitatively supports existing qualitative findings in the literature
(Heide & Simonsson, 2020; Heide & Simonsson, 2021; Mazzei & Ravazzani, 2011; Mazzei &
Ravazzani, 2015) regarding internal crisis communication. Furthermore, this study highlights
the importance of internal staff involvement committees as a crisis countermeasure. Finally,
and as a managerial implication, this study highlights, besides the importance of cost-cutting
measures during an economic downturn, that improving internal crisis communication is an
additional approach worth careful consideration.
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ENDNOTES

! This literature focuses on various aspects of external communication according to the Situational Crisis Com-
munication Theory. An important aspect of this theory is that effective external communication during a crisis
protects the organizational reputation and ensures future collaboration and interactions (Coombs, 2007).

% In particular in Austria, Belgium, France, Germany, the Netherlands, and Italy.

Compared to German works councils, as firm-level bodies representing employees, voluntary institutions do
not possess any co-determination rights granted by law. Compared to, for example, joint consultative commit-
tees (Gomez et al., 2019), quality circles or working groups (Royle, 1998), the formalization degree of volun-
tary institutions on the establishment level is much higher.

4 See also the discussion in Oberfichtner and Schnabel (2019) whether works councils and voluntary institu-
tions are rather complements or substitutes on the firm level.

w

The incidence of works councils in German establishments is in fact declining and employer-led committees
gain an increasing relevance over the last decade. Figures A.1 and A.2 in the Appendix provide an overview of
decreasing workers' bargaining power and the increasing relevance of employer-led committees.

o

Such kind of external communication between the organization and stakeholders, however, is not considered
here. This approach is usually referred to as ‘thunder-stealing’ in which the management informs stake-
holders and employees about the potential crisis before some other channel exposes this information (Beldad
et al., 2018).

N}

Fischer et al. (2009) provide further details about this data set and Bossler et al. (2018) provide a comparison
between the IAB Establishment Panel and administrative data in Germany.

®

This question was implemented in the year 2003, however, slightly nuanced. To prevent measurement errors,
we remove the year 2003 from the sample to work with a consistent variable definition along the panel
dimension.

As a robustness test, we also applied different specifications of the introduction and dissolution variables.

10 See, for example, Oberfichtner (2019) for a similar approach in the context of works councils.

' We also conduct robustness tests in which firms that report being positively and negatively affected are

removed from the sample.

12 We also augment the difference-in-differences regressions with matching methods such as entropy balancing

(Hainmueller, 2012; Hainmueller & Xu, 2013) to consider selection effects later in this article. For example,
observable characteristics of establishments could determine the nature of the exposure to the crisis.

13 See, for example, Giebel and Kraft (2023) for a similar approach.

Because the dependent variables are dichotomous, binary choice models such as probit or logit are often
applied (Greene, 2008). Nonlinear fixed effects models, however, suffer from the ‘incidental parameters prob-
lem’ (Fernandez-Val, 2009). Therefore, we apply linear probability models with multiple fixed effects within a
difference-in-differences framework, which are more reliable in this case (Bellemare et al., 2015). See, for
example, Jones et al. (2021) for a similar application of linear probability models in combination with fixed
effects as an alternative to nonlinear Tobit models.

To be clear, within the difference-in-differences approach, the ‘Crisis’ coefficient is the dummy variable equal
to one in the period the treatment occurs. However, it measures the trend of employer-led committees over
time, independent from the treatment.

16 See Imbens and Wooldridge (2009) for an overview of other matching algorithms. Compared to, for example,

inverse-probability weighting, entropy balancing is known to be highly efficient and doubly robust (Zhao &
Percival, 2017). Moreover, the approach allows directly including the entropy balancing weights into the
difference-in-differences regression framework.
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17 We also estimate every re-weighted model with different restrictions, i.e., only balancing the mean, the vari-
ance, and both. However, the results and mean comparisons shown in Tables C7-C10 in the Appendix do not
change among different specifications.

18 Especially in Germany, whether employer-led committees—that might also engage in a function of employee
representation—and works councils are complements or substitutes on the shop floor is still an ongoing
debate (Jirjahn et al., 2022; Oberfichtner & Schnabel, 2019).

!9 Qualitative evidence in the context of the COVID-19 pandemic already points in a similar direction and
towards the relevance of internal communication committees (Heide & Simonsson, 2021).

REFERENCES

Addison, J.T., Schnabel, C. & Wagner, J. (1997) On the determinants of mandatory works councils in Germany.
Industrial Relations: A Journal of Economy and Society, 36(4), 419-445.

Biachmann, A.-C., Bellmann, L., Gensicke, M., Kohaut, S., Moller, I., Schwengler, B. et al. (2023a) IAB-
Betriebspanel (IAB-BP)—version 9322 v1. Niirnberg: Forschungsdatenzentrum (FDZ) der Bundesagentur fiir
Arbeit (BA) im Institut fiir Arbeitsmarkt- und Berufsforschung (IAB). Available from: https://doi.org/10.
5164/IAB.IABBP9322.de.en.vl

Bichmann, A.-C., Bellmann, L., Gensicke, M., Kohaut, S., Mdller, 1., Schwengler, B. et al. (2023b) IAB-
Betriebspanel (IAB-BP) 1993-2022. FDZ-Datenreport, 16/2023 (de). Niirnberg: Forschungsdatenzentrum
(FDZ) der Bundesagentur fiir Arbeit (BA) im Institut fiir Arbeitsmarkt- und Berufsforschung (IAB).
Available from: https://doi.org/10.5164/IAB.FDZD.2316.de.v1

Backes-Gellner, U., Frick, B. & Sadowski, D. (1997) Codetermination and personnel policies of German firms:
the influence of works councils on turnover and further training. The International Journal of Human
Resource Management, 8(3), 328-347.

Bartram, S.M. & Bodnar, G.M. (2009) No place to hide: the global crisis in equity markets in 2008/2009. Journal
of International Money and Finance, 28(8), 1246-1292.

Behrens, M. & Dribbusch, H. (2020) Umkampfte Mitbestimmung: Ergebnisse der dritten WSI-Befragung zur Be-
und Verhinderung von Betriebsratswahlen. WSI-Mitteilungen, 73(4), 286-294.

Beldad, A.D., van Laar, E. & Hegner, S.M. (2018) Should the shady steal thunder? The effects of crisis communi-
cation timing, pre-crisis reputation valence, and crisis type on post-crisis organizational trust and purchase
intention. Journal of Contingencies and Crisis Management, 26(1), 150-163.

Bellemare, M.F., Novak, L. & Steinmetz, T.L. (2015) All in the family: explaining the persistence of female geni-
tal cutting in West Africa. Journal of Development Economics, 116, 252-265.

Bossler, M., Geis, G. & Stegmaier, J. (2018) Comparing survey data with an official administrative population:
assessing sample-selectivity in the IAB Establishment Panel. Quality and Quantity, 52(2), 899-920.

Busso, M., DiNardo, J. & McCrary, J. (2014) New evidence on the finite sample properties of propensity score
reweighting and matching estimators. The Review of Economics and Statistics, 96(5), 885-897.

Caliendo, M. & Kopeinig, S. (2008) Some practical guidance for the implementation of propensity score
matching. Journal of Economic Surveys, 22(1), 31-72.

Cook, H., MacKenzie, R. & Forde, C. (2016) HRM and performance: the vulnerability of soft HRM practices dur-
ing recession and retrenchment. Human Resource Management Journal, 26(4), 557-571.

Coombs, W.T. (2007) Protecting organization reputations during a crisis: the development and application of sit-
uational crisis communication theory. Corporate Reputation Review, 10(3), 163-176.

Delaney, J.T. & Godard, J. (2001) An industrial relations perspective on the high-performance paradigm. Human
Resource Management Review, 11(4), 395-429.

Ellguth, P. (2009) Betriebsspezifische Formen der Mitarbeitervertretung - Welche Betriebe, welche
personalpolitischen Wirkungen? Industrielle Beziehungen/The German Journal of Industrial Relations, 16(2),
109-135.

Ellguth, P. & Kohaut, S. (2021) Tarifbindung und betriebliche Interessenvertretung: Ergebnisse aus dem IAB-
Betriebspanel 2020. WSI-Mitteilungen, 74(4), 306-314.

Ertelt, S., Hirsch, B. & Schnabel, C. (2017) Betriebsrite und andere Formen der Dbetrieblichen
Mitarbeitervertretung - Substitute oder Komplemente? Industrielle Beziehungen — Zeitschrift fiir Arbeit, Orga-
nisation und Management, 24(3), 7-8.

95U801 SUOWILLIOD 9ANEa1D) 8ot jdde ay Aq peusenoB ale sjone VO '8 0 S3nJ 104 AR 8UIIUO AB]IA UO (SUORIPUOO-PUR-SWISIWI0 A8 1M AReIq Ul UO//SANY) SUORIPUOD pue SWiIS | 8} 89S *[9202/20/82] U0 Ateiqiauliuo A8|IM ‘punwLiod BeISBAIUN B4ISIUYS | AQ /9Z2T IqeI/TTTT 0T/I0p/oo" A3 1M Akeiqijput|uo//sdny Wwoiy pepeolumoq ‘g *v20Z ‘vT66.9vT


https://doi.org/10.5164/IAB.IABBP9322.de.en.v1
https://doi.org/10.5164/IAB.IABBP9322.de.en.v1
https://doi.org/10.5164/IAB.FDZD.2316.de.v1

254 LAMMERS and GIEBEL

Fernandez-Val, 1. (2009) Fixed effects estimation of structural parameters and marginal effects in panel probit
models. Journal of Econometrics, 150(1), 71-85.

Fischer, G., Janik, F., Miiller, D. & Schmucker, A. (2009) The IAB Establishment Panel—things users should
know. Schmollers Jahrbuch, 129(1), 133-148.

Freeman, R.B. & Lazear, E.P. (1995) An economic analysis of works councils. In: Rogers, J. & Streeck, W. (Eds.)
Works councils: consultation, representation, and cooperation in industrial relations. Chicago: University of
Chicago Press, pp. 27-52.

Freeman, R. B., & Medoff, J. L. (1979). The two faces of unionism. PublicInterest, 57, 69-93.

Giebel, M. & Kraft, K. (2020) Bank credit supply and firm innovation behavior in the financial crisis. Journal of
Banking & Finance, 121, 105961.

Giebel, M. & Kraft, K. (2023) The effect of subsidies on R&D in the financial crisis—the role of financial con-
straints of firms and banks. Industrial and Corporate Change, dtad071.

Gomez, R., Barry, M., Bryson, A., Kaufman, B.E., Lomas, G. & Wilkinson, A. (2019) The ‘good workplace’. Jour-
nal of Participation and Employee Ownership, 2(1), 60-90.

Greene, W.H. (2008) Econometric analysis. Upper Saddle River, NJ: Prentice Hall.

Gregori¢, A. & Rapp, M.S. (2019) Board-level employee representation (BLER) and firms' responses to crisis.
Industrial Relations: A Journal of Economy and Society, 58(3), 376-422.

Gunnigle, P., Lavelle, J. & Monaghan, S. (2013) Weathering the storm? Multinational companies and human
resource management through the global financial crisis. International Journal of Manpower, 34(3), 214-231.

Hainmueller, J. (2012) Entropy balancing forcausal effects: a multivariate reweighting method to produce bal-
anced samples. Observational Studies. Political Analysis, 20(1), 25-46.

Hainmueller, J. & Xu, Y. (2013) Ebalance: a Stata package for entropy balancing. Journal of Statistical Software,
54(7), 1-18.

Hassel, A. (1999) The erosion of the German system of industrial relations. British Journal of Industrial Relations,
37(3), 483-505.

Hau, Y.S., Kim, B., Lee, H. & Kim, Y. (2013) The effects of individual motivations and social capital on
employees' tacit and explicit knowledge sharing intentions. International Journal of Information Manage-
ment, 33(2), 356-366.

Hauser-Ditz, A., Hertwig, M. & Pries, L. (2013) Collective employee representation in German companies: cover-
age and contextual conditions. Employee Relations, 35(5), 509-526.

Heide, M. & Simonsson, C. (2020). Internal crisis communication: on current and future research. In:
Frandsen, F. & Johansen, W. (Eds.) Crisis communication. Boston, Berlin: De Gruyter Mouton, pp. 259-278.

Heide, M. & Simonsson, C. (2021) What was that all about? On internal crisis communication and communica-
tive coworkership during a pandemic. Journal of Communication Management, 25(3), 256-275.

Hertwig, M. (2011) Patterns, ideologies and strategies of non-Statutory employee representation in German pri-
vate sector companies. Industrial Relations Journal, 42(6), 530-546.

Imbens, G.W. & Wooldridge, J.M. (2009) Recent developments in the econometrics of program evaluation. Jour-
nal of Economic Literature, 47(1), 5-86.

Jéager, S., Noy, S. & Schoefer, B. (2022a) What does codetermination do? ILR Review, 75(4), 857-890.

Jager, S., Noy, S. & Schoefer, B. (2022b) The German model of industrial relations: balancing flexibility and col-
lective action. Journal of Economic Perspectives, 36(4), 53-80.

Jirjahn, U. (2009) The introduction of works councils in German establishments—rent seeking or rent protec-
tion? British Journal of Industrial Relations, 47(3), 521-545.

Jirjahn, U., Mohrenweiser, J. & Smith, S.C. (2022) Works councils and workplace health promotion in Germany.
Economic and Industrial Democracy, 43(3), 1059-1094.

Johnstone, S., Saridakis, G. & Wilkinson, A. (2019) The Global Financial Crisis, work and employment: ten years
on. Economic and Industrial Democracy, 40(3), 455-468.

Jones, D.C., Kalmi, P., Kato, T. & Mékinen, M. (2021) The differing effects of individual and group incentive pay
on worker separation: evidence using Finnish panel data. The International Journal of Human Resource
Management, 32(22), 4792-4819.

Kim, Y. (2018) Enhancing employee communication behaviors for sensemaking and sensegiving in crisis situa-
tions: strategic management approach for effective internal crisis communication. Journal of Communication
Management, 22(4), 451-475.

95U801 SUOWILLIOD 9ANEa1D) 8ot jdde ay Aq peusenoB ale sjone VO '8 0 S3nJ 104 AR 8UIIUO AB]IA UO (SUORIPUOO-PUR-SWISIWI0 A8 1M AReIq Ul UO//SANY) SUORIPUOD pue SWiIS | 8} 89S *[9202/20/82] U0 Ateiqiauliuo A8|IM ‘punwLiod BeISBAIUN B4ISIUYS | AQ /9Z2T IqeI/TTTT 0T/I0p/oo" A3 1M Akeiqijput|uo//sdny Wwoiy pepeolumoq ‘g *v20Z ‘vT66.9vT



EMPLOYEE PARTICIPATION DYNAMICS IN TIMES OF CRISIS 255

Kornberger, M., Leixnering, S. & Meyer, R.E. (2019) The logic of tact: how decisions happen in situations of cri-
sis. Organization Studies, 40(2), 239-266.

Kranz, O. & Steger, T. (2013) The impact of the global financial crisis on employee participation—two German
case studies. International Journal of Manpower, 34(3), 252-270.

Lai, Y., Saridakis, G., Blackburn, R. & Johnstone, S. (2016) Are the HR responses of small firms different from
large firms in times of recession? Journal of Business Venturing, 31(1), 113-131.

Lammers, A., Lukowski, F. & Weis, K. (2023) The relationship between works councils and firms' further train-
ing provision in times of technological change. British Journal of Industrial Relations, 61(2), 392-424.

Mazzei, A. & Ravazzani, S. (2011) Manager-employee communication during a crisis: the missing link. Corporate
Communications: An International Journal, 16(3), 243-254.

Mazzei, A. & Ravazzani, S. (2015) Internal crisis communication strategies to protect trust relationships: a study
of Italian companies. International Journal of Business Communication, 52(3), 319-337.

Mishkin, F.S. (2011) Over the cliff: from the subprime to the Global Financial Crisis. Journal of Economic Per-
spectives, 25(1), 49-70.

Mora, R. & Reggio, I. (2019) Alternative diff-in-diffs estimators with several pretreatment periods. Econometric
Reviews, 38(5), 465-486.

Mufioz-Bullén, F. & Sanchez-Bueno, M.J. (2014) Institutional determinants of downsizing. Human Resource
Management Journal, 24(1), 111-128.

Oberfichtner, M. (2019) Works council introductions in Germany: do they reflect workers' voice? Economic and
Industrial Democracy, 40(2), 301-325.

Oberfichtner, M. & Schnabel, C. (2019) The German model of industrial relations: (where) does it still exist?
Jahrbiicher fur Nationalékonomie Und Statistik, 239(1), 5-37.

Quarantelli, E.L. (1988) Disaster crisis management: a summary of research findings. Journal of Management
Studies, 25(4), 373-385.

Royle, R. (1998) Avoidance strategies and the German system of co-determination. The International Journal of
Human Resource Management, 9(6), 1026-1047.

Rubin, D.B. (1974) Estimating causal effects of treatments in randomized and nonrandomized studies. Journal of
Educational Psychology, 66(5), 688-701.

Sandvik, J.J., Saouma, R.E., Seegert, N.T. & Stanton, C.T. (2020) Workplace knowledge flows. The Quarterly Jour-
nal of Economics, 135(3), 1635-1680.

Taylor, M. (2010) Toward a holistic organizational approach to understanding crisis. In: Coombs, W.T. &
Holladay, S.J. (Eds.) The handbook of crisis communication. Malden, MA: Wiley-Blackwell, pp. 698-704.
Thomas, G.F., Zolin, R. & Hartman, J.L. (2009) The central role of communication in developing trust and its

effect on employee involvement. The Journal of Business Communication, 46(3), 287-310.

Zagelmeyer, S., Heckmann, M. & Kettner, A. (2012) Management responses to the global financial crisis in
Germany: adjustment mechanisms at establishment level. The International Journal of Human Resource
Management, 23(16), 3355-3374.

Zhao, Q. & Percival, D. (2017) Entropy balancing is doubly robust. Journal of Causal Inference, 5(1), 20160010.

SUPPORTING INFORMATION
Additional supporting information can be found online in the Supporting Information section
at the end of this article.

How to cite this article: Lammers, A. & Giebel, M. (2024) Navigating uncertainty:
Employee participation dynamics in times of crisis. LABOUR, 38(2), 230-255. Available
from: https://doi.org/10.1111/labr.12267

95U801 SUOWILLIOD 9ANEa1D) 8ot jdde ay Aq peusenoB ale sjone VO '8 0 S3nJ 104 AR 8UIIUO AB]IA UO (SUORIPUOO-PUR-SWISIWI0 A8 1M AReIq Ul UO//SANY) SUORIPUOD pue SWiIS | 8} 89S *[9202/20/82] U0 Ateiqiauliuo A8|IM ‘punwLiod BeISBAIUN B4ISIUYS | AQ /9Z2T IqeI/TTTT 0T/I0p/oo" A3 1M Akeiqijput|uo//sdny Wwoiy pepeolumoq ‘g *v20Z ‘vT66.9vT


https://doi.org/10.1111/labr.12267

	Navigating uncertainty: Employee participation dynamics in times of crisis
	1  INTRODUCTION
	2  STAFF INVOLVEMENT COMMITTEES AND INTERNAL COMMUNICATION
	3  RESEARCH SETTING AND EMPIRICAL METHOD
	3.1  Data, variables, and descriptive statistics
	3.1.1  Dependent variables
	3.1.2  Treatment variables related to the Global Financial Crisis
	3.1.3  Control variables

	3.2  Difference-in-differences

	4  EMPIRICAL RESULTS
	4.1  Negatively affected establishments
	4.2  Positively affected establishments
	4.3  The effect for firms with and without works councils
	4.4  Robustness and sensitivity tests

	5  DISCUSSION AND CONTRIBUTION
	5.1  Discussion
	5.2  Contributions
	5.3  Limitations and further research

	6  CONCLUSION
	ACKNOWLEDGMENTS
	FUNDING INFORMATION
	DATA AVAILABILITY STATEMENT

	Endnotes
	REFERENCES


