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Abstract

Purpose — Diversity management is gaining attention in the organizations. This study aims to theorize and
test a model linking efforts to support diversity and organizational value of diversity with job satisfaction and
organizational identification and to propose that these relationships are mediated by an organization’s
diversity climate.

Design/methodology/approach — Employee survey was used to collect data from employees at an
Australian manufacturing organization. Structural equation modelling in AMOS was performed for the
proposed model, controlling for age and gender.

Findings — The mediating role of diversity climate in the relationship of organizational value of diversity
and outcomes (job satisfaction and organizational identification) is significant. The authors discuss
theoretical, research and practical contributions.

Originality/value — The present study extends the literature by testing a mediation model derived from
the signalling and social exchange theories.

Keywords Job satisfaction, Organizational identification, Diversity climate, Efforts to support diversity,
Organizational value of diversity

Paper type Research paper

Introduction

The United Nations sustainable development goals include an inclusive world by 2030
(United Nations, 2020). Managing diversity is also increasingly seen by key stakeholders,
including customers, regulators and shareholders, as a socially responsible behaviour
(Klarsfeld, Ng & Tatli, 2012). Growing societal expectations with respect to diversity have
urged organizations to formally integrate diversity in organizational identity through
policies and procedures (Cole & Salimath, 2013). Indeed, key to successfully establishing a
supportive work environment is not only the organization’s efforts to foster diversity in the
workplace, but valuing diversity is also vital and needs to percolate throughout the
organization (Gilbert & Ivancevich, 2000; Hopkins, Hopkins & Mallette, 2001; Ng & Sears,
2018). The percolation may occur when the organization focuses on putting its support and
value towards diversity into practice, which in turn should come with effects on employees’
impressions of the organization’s diversity climate (Herdman & McMillan-Capehart, 2010).

© Sadia Mansoor, Phuong Anh Tran and Muhammad Ali. Published in Organization Management
Journal. Published by Emerald Publishing Limited. This article is published under the Creative
Commons Attribution (CC BY 4.0) licence. Anyone may reproduce, distribute, translate and create
derivative works of this article (for both commercial and non-commercial purposes), subject to full
attribution to the original publication and authors. The full terms of this licence maybe seen at http://
creativecommons.org/licences/by/4.0/legalcode

Diversity
climate

19

Received 24 September 2019
Revised 2 February 2020

12 May 2020

20 July 2020

Accepted 9 September 2020

Organization Management Journal
Vol. 18 No. 1, 2021

pp. 19-35

Emerald Publishing Limited
1541-6518

DOI 10.1108/0MJ-09-2019-0801


http://dx.doi.org/10.1108/OMJ-09-2019-0801

OM]
181

20

In the same line of thought, we examine how perceived efforts to support diversity and
organizational value of diversity can act as antecedents to diversity climate, which, in turn,
generates important employee outcomes, including job satisfaction and organizational
identification. The signalling theory (Spence, 1973) and social exchange theory (Blau, 1964)
are drawn upon in our development of the conceptual framework. The basic tenets of the
signalling theory (Bowen & Ostroff, 2004) are applied: an organization’s diversity practices
send signals to employees about organizational value and efforts dedicated to promoting
diversity.

In this paper, efforts to support diversity is defined as the practices of an organization that
demonstrate the organization’s promotion and endorsement of diversity (Triana & Garcia,
2009). Organizational value of diversity refers to diversity-related values and beliefs
espoused by an organization (Avery, McKay, Wilson & Tonidandel, 2007). In addition, we
examine how this relationship can be mediated by diversity climate. Our literature review
reveals that widely varying definitions of diversity climate have emerged. This paper uses
the definition suggested by Gonzalez and Denisi (2009) who used the term to refer to
“aggregate member perceptions about the organization’s diversity-related formal structure
characteristics and informal values” (p. 24). This definition is based on the pioneering work
of Kossek and Zonia (1993), who brought together the two concepts of diversity and climate,
and defined diversity climate as “general perception toward the importance of employer
efforts to promote diversity” (p. 63).

Extant literature has focused on antecedents of diversity climate (Pugh, Dietz, Brief &
Wiley, 2008). Kossek, Markel and Mchugh (2003), e.g. examined diversity climate at the
organizational level and found some evidence of the positive relationship between levels of
gender and racial heterogeneity and diversity climate. Additionally, human resource (HR)
policies and practices have been found to be predictive of the formation of diversity climate,
as noted in diversity management literature (Gonzalez & Denisi, 2009; Herdman &
McMillan-Capehart, 2010). Kim and Gelfand (2003), for instance, found that hiring practices
that take account of one’s racioethnic identity form a favourable impression of an
organization’s commitment to workplace diversity. Although Kim and Gelfand’s study was
not designed to measure diversity climate, its finding corroborates the notion that
individuals are typically attentive to organizational policies and practices to denote the
overall climate of diversity. An organizational-level investigation conducted by Herdman
and McMillan-Capehart (2010) provides insight into the intricate relationship between
diversity initiatives/efforts and diversity climate, suggesting that this relationship is
strengthened when the management team is more racially heterogeneous and demonstrates
higher levels of managerial relational values (i.e. beliefs regarding the strategic importance
of employees). Additionally, recognizing the major influence of efforts to support diversity
on changes in employee perceptions, Herdman and McMillan-Capehart acknowledge the
association of diversity climate with organizationally important outcomes.

At the organizational level, diversity climate has been reported to act as a moderator in
the relationship between organizational heterogeneity and its productivity and return on
profit (Gonzalez & DeNisi, 2009). The exigency for organizations to better understand how
to cultivate a more diverse and inclusive workplace and to best approach issues associated
with workforce diversity continues to grow. This has led to a proliferation of management
studies on the impact of diversity climate on individuals, dyads, groups and organizations
(Cole, Jones & Russell, 2016; Dwertmann & Boehm, 2016; Gonzalez & Denisi, 2009; Holly
Buttner, Lowe & Billings-Harris, 2010; Nishii, 2013). There is an assumption held by many
researchers and managers that if employees feel valued and adequately supported by their
organization, this will result in positive employee outcomes, including job satisfaction and



organizational identification (Bettencourt & Brown, 1997; Hicks-Clarke & Iles, 2000; Mor
Barak & Levin, 2002). Job satisfaction refers to enjoyment or positive emotion as a result of
an evaluation of one’s job or job experiences (Locke, 1976). Organizational identification
refers to “the perception of oneness with or belongingness” to an organization (Ashforth &
Mael, 1989, p. 34). Such perception results from an alignment between one’s organizational
membership and his or her self-concept, which could be cognitive (e.g. internalizing
organizational values), emotional (e.g. taking pride in being part of the organization) or both
(Riketta, 2005).

Despite extant literature, it is still unknown whether efforts to support diversity and
organizational value of diversity could influence individual perceptions of diversity
practices. Therefore, the present study extends the literature by pretesting and testing a
theoretical model (Figure 1), linking efforts to support diversity and organizational value of
diversity with job satisfaction and organizational identification, and proposes that this
relationship is mediated by diversity climate. Individual-level factors, such as employees’
views of an organization’s diversity-related policies and values, are deemed to be
constituents for evaluating the organization’s climate for diversity (Mor Barak, Cherin, &
Berkman, 1998). The study draws on the signalling and social exchange theories to develop
hypotheses. The paper unfolds as follows. First, based on the signalling principles, we argue
that organizational efforts and value with respect to diversity are positive predictors of the
emergence of diversity climate. Second, a positive association of diversity climate with job
satisfaction and organizational identification is proposed, drawing on the social exchange
theory. Third, mediating relationships are proposed based on the integration of the
signalling and social exchange theories. This is followed by the presentation of the results
after testing these predictions in an Australian manufacturing organization. Finally, the
study’s theoretical, research and managerial implications are discussed.

Theoretical underpinnings and hypotheses development

Efforts to support diversity, organizational value of diversity and diversity climate

The theoretical justification for connecting efforts to support diversity and organizational
value of diversity to diversity climate in the present study is grounded in the process
emphasized by the signalling theory — communication under conditions of information
asymmetry between two parties (Spence, 2002). The signalling theory posits that employee
perceptions of an organization’s objectives and attributes, including policies, procedures and
practices, are shaped by the organization’s cues and signals (Spence, 1973). Cues refer to
organizational aspects noticed by employees. Signals refer to organization-delivered
messages (Avery et al., 2007). Propositions based on the signalling theory suggest that, due
to the incomplete information about an organization, employees form perceptions about the
organization’s characteristics from visible cues and signals the organization attempts to
provide (Turban & Greening, 1997).

Efforts to support
diversity Job satisfaction
H1+ H3s
Diversity climate
Organizational H2+ N Organizational
value of diversity identification
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Theoretical model
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We argue that employees receive signals from the organization in the form of efforts they
make to support diversity and the organizational value towards diversity. In this process,
organizational members assign meanings to organizational events, practices and procedures
that they experience. Such meanings are aggregated and constitute the organizational
diversity climate (Schneider & Reichers, 1983). Indeed, employees pay attention to what they
encounter and the surroundings within their organization, and consequently reach
conclusions about the priorities and values upheld by their organization (Schneider,
Gunnarson & Niles-Jolly, 1994). For example, employees develop general views regarding
the extent to which management values their contributions based on their experience of
reward management systems. Favourable types of rewards, including recognition, pay and
promotions, have been found to be identified by employees as indicators of management’s
positive assessment and appreciation of their contributions (Rhoades & Eisenberger, 2002).
Another example is related to employees’ perceptions of organizational work-life
supportiveness, based on their evaluation of their work demands, including work hours and
overload, and resources, available in their work environment such as job security, flexibility,
supervisor and work-group support. Employees’ experiences of decreased work demands
and increased resources were found to affect their impressions of organizational values of
work-life balance and the degree to which the organization supports work-life integration
(Valcour, Ollier-Malaterre, Matz-Costa, Pitt-Catsouphes & Brown, 2011). A large body of
literature has applied the signalling theory to elucidate communicative dimensions in a wide
range of organizational contexts. For instance, diversity scholars have advanced our
understanding of how organizations use board diversity as a signal to stakeholders
regarding organizational interests in upholding social values (Miller & Del Carmen Triana,
2009). Similarly, signalling perspectives have been widely incorporated in recruitment
research to show how applicants use information, or signals, which they encounter during
the recruitment process to make inferences about the attributes of an organization (Rynes,
Bretz & Gerhart, 1991; Suazo, Martinez & Sandoval, 2009). Common attributes entail vision
and mission statements, organizational values and goals, employee testimonials,
organizational initiatives, information regarding compensation, employee benefits and job
requirements (Cober, Brown, Blumental, Doverspike & Levy, 2000).

Additionally, previous studies underscore the symbolic role of HR practices in revealing
organizational values and priorities (Guzzo, Noonan & Elron, 1994; Tsui, Pearce, Porter &
Tripoli, 1997). Diversity practices, or efforts, within an organization serve as signals of its
commitment to support employees from all backgrounds (Downey, Werff, Thomas & Plaut,
2015). In their study of the sources of diversity climate, Herdman and McMillan-Capehart
(2010) advocate the merits of the signalling theory in explaining how establishing diversity
programmes influences diversity climate. They contend that diversity schemes, as part of
HR policies and practices, indicate principal attributes of an organization and, hence,
influence diversity climate. An organization’s investments in support of diversity serve as
signals of the organization’s commitment to improving and promoting diversity (Avery
et al., 2007). Examples include diversity training programmes (Shen, Chanda, D'Netto, &
Monga, 2009), mentoring programmes for women and minorities and affinity networks.
These types of investments serve to communicate organizational efforts to foster diversity
and inclusion in the workplace (Cundiff, Nadler & Swan, 2009; Dobbin, Kalev & Kelly, 2007;
Shen et al., 2009). Similar arguments have been presented in regard to the extent to which an
organization is identified to be fair and supportive of its employees (Edwards & Peccei,
2010), in that perceptions of an organization’s procedural fairness (Tyler & Blader, 2003) and
support (Edwards, 2009; Sluss, Klimchak, & Holmes, 2008) indicate that employees are
valued and respected. In turn, employees tend to form an impression of how genuine and



supportive the organization is towards diversity in the presence of its diversity-related
efforts and values (Kossek & Zonia, 1993; Mor Barak et al., 1998). Following this line of
reasoning, efforts to support diversity and organizational value of diversity should be
positively associated with diversity climate:

HI. Perceived efforts to support diversity will have a positive relationship with
diversity climate.

H?2. Organizational value of diversity will have a positive relationship with diversity
climate.

Diversity climate, job satisfaction and organizational identification

The relative deprivation theory, social identity theory, self-categorization theory and
intersectionality theory predict detrimental outcomes of diversity characteristics (Mor Barak
et al, 2016). As individuals tend to categorize and compare themselves into in- and out-
group members based on similarities and differences, individuals who belong to more than
one under-represented group feel more neglected and left out. Therefore, it is important for
the organizations to maintain a favourable diversity climate. The social exchange theory
predicts the behaviour of employees in response to inequitable diversity climate. It is
premised on relational processes between individuals (or parties) with reciprocal attitudes
and behaviours (Blau, 1964). Social exchange can be characterized as human interaction
incurred as a result of actions initiated by the participating individuals and which
purportedly creates a sense of obligation to return the favours or gestures of goodwill to
equalize the exchange (Cropanzano & Mitchell, 2005). Different views have been expressed
regarding the nature of the exchange process (Cropanzano, Anthony, Daniels & Hall, 2017).
For instance, Blau (1964) suggests that an exchange consists of discretionary transactions
and leads to social outcomes that are of mutual concern to the parties. Alternatively, as
noted by Gould-Williams (2007), social exchange may entail legally enforceable contracts,
based on mutually agreed economic principles that the parties involved in the contracts
arrive at and are bound by. These dissimilar views, however, converge on the notion that
social exchange is based on mutual trust, loyalty and commitment that dictate the parties’
adherence to certain exchange guidelines (Cropanzano & Mitchell, 2005).

The social exchange theory has been widely applied in the management literature to
operationalize employee—organization exchange relationships (Bal, Chiaburu & Jansen,
2010). The present study draws from the social exchange theory to infer why diversity
climate may contribute to positive organizational behaviours (e.g. job satisfaction and
organizational identification) through the employee—organization exchange relationship. Job
satisfaction and organization identification are important work attitudes that are purported
to benefit performance and overall organizational success. Organizational research has
substantiated that positive job satisfaction and identification with a particular organization
are strongly aligned with a wide range of organizationally relevant outcomes, including
turnover intention (Cole, Bruch, Dick, Becker & Meyer, 2006; De Moura, Abrams, Retter,
Gunnarsdottir & Ando, 2009; van Dick et al,, 2004). Prior studies have also shown the
positive correlation between job satisfaction and organizational identification (Efraty &
Wolfe, 1988; van Knippenberg & van Schie, 2000).

A high-perceived diversity climate is reflective of a bias-free workplace (ie. in
congruence with the psychological contract of fair treatment) and the organization caring
about employee well-being (McKay, Avery, Tonidandel, Morris, Hernandez & Hebl, 2007). In
this regard, scholars have built upon social exchange principles and provided valuable
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insights into the positive relationship between fair and supportive treatment of employees
and employee outcomes (for a review of social exchange theory, see Cropanzano & Mitchell,
2005), including job satisfaction and organizational identification (Edwards & Peccei, 2010;
Sluss et al., 2008). Organizations developing an inclusive diversity climate spread the belief
among employees that they are a part of same group (Mor Barak ef al, 2016), developing
shared interests for the organization. The development of a favourable diversity climate
lowers the boundaries among individuals and spreads the concept of commonality and
helps employees to relate to each other. This enhances their job satisfaction and
organizational identification. Therefore, it appears reasonable to predict that diversity
climate is associated with an employee’s job experience and propensity for organizational
identification as a result of positive employee—organization exchanges. While most research
has been conducted to determine the antecedents of diversity climate (Pugh et al, 2008), a
growing body of literature has begun to examine the outcomes of diversity climate. For
instance, diversity climate has been found to play a significant role in augmenting
employees’ job satisfaction and organizational commitment (Hicks-Clarke & Iles, 2000
McKay et al, 2007; McKay, Avery, Liao, & Morris, 2011) as well as reducing turnover
intentions. Thus, we hypothesize:

H3. Diversity climate will enhance job satisfaction.

H4. Diversity climate will enhance organizational identification.

Mediating role of diversity climate

Based on the integration of our arguments derived from the signalling and social exchange
theories for H1-H4 (Blau, 1964; Spence, 1973), we argue that diversity climate will provide a
mechanism through which employees’ perceptions of an organization’s efforts to support
diversity and value of diversity affect employee outcomes, including job satisfaction
and organizational identification. Management research acknowledges the importance of
employee perceptions of organizations’ policies and actions and considers it as a key factor in
forging positive employee attitudes and behaviours. As Guest (1999) observed, employee
perceptions play an important role in the effects HR interventions have on individual and
organizational performance. Similarly, several studies have established that employee outcomes
are largely determined by employees’ experience of HR practices, rather than the intended HR
practices (Khilji & Wang, 2006; Nishii, Lepak & Schneider, 2008; Wright & Nishii, 2007). The
extent to which individuals perceive or experience the objectives and influences of HR
interventions may differ (Nishii ef al, 2008). Differences in individual perceptions are deemed to
be contingent on several factors, including individual expectations, values, beliefs and previous
experience (Den Hartog, Boselie & Paauwe, 2004). In a more recent study on the impact of
employee perceptions of HR practices on discretionary work effort (DWE) and co-worker
assistance (CWA), Frenkel, Restubog and Bednall (2012) found that favourable perceptions of
HR practices contributed to heightened sense of procedural and distributive justice among
employees, which in turn fortified organizational identification. Under the influence of increased
identification, they observed an increase in employees’ obligation and genuine care about the
success of their organization, promoting DWE and CWA. Thus, we hypothesize:

Hb5. Diversity climate will mediate the relationships between perceived efforts to
support diversity and outcomes (job satisfaction and organizational identification).

H6. Diversity climate will mediate the relationships between organizational value of
diversity and outcomes (job satisfaction and organizational identification).



Methods
The study used a cross-sectional design, and data were collected through a survey of
employees from an Australian manufacturing organization.

Sample and data collection

The sampling frame comprises all employees of an Australian manufacturing organization.
A total of 250 employees were sent a survey in 2013. After deleting incomplete responses,
134 surveys with all or most questions answered led to a response rate of 53.6%.

Measures

Predictors. Efforts to support diversity and organizational value of diversity are the actions
taken by the organization, but employee-level literature measures them as perceptions of
individuals. Efforts to support diversity was measured using a three-item scale originally
developed by Hegarty and Dalton (1995) and refined by Triana, Garcia, and Colella (2010),
with a reported reliability of 0.75. A sample item is “My company accommodates the needs
of disabled persons”. Cronbach’s « for the current study is 0.72. The « values from 0.65-0.80
are considered adequate (Mallery & George, 2003; Spector, 1992). A five-item scale was used
to measure organizational value of diversity, as used by Avery et al. (2007), with a reported
reliability of 0.89. The reliability coefficient value of the scale for the current study is 0.85.
The sample item includes, “The head of my organization is committed to diversity at my
workplace”. Both scales were reported on a five-point Likert scale from “1” representing
“strongly disagree” to “5” representing “strongly agree”.

Outcomes. Job satisfaction was measured using a seven-item scale as used by King, Dawson,
Kravitz and Gulick (2012), asking employees’ degree of satisfaction with respect to different
aspects of the job; for example, “support from immediate manager” and “value of work”. The
authors reported a reliability of 0.86. Employees reported on a five-point scale from “very
dissatisfied” to “very satisfied”. Cronbach’s « value for the current study is 0.89. Organizational
identification was measured with Mael and Ashforth’s (1995) five-item scale, with a reported
reliability of 0.75. Cronbach’s « value for the current study is 0.85. The representative item from
the scale is, “When someone criticizes my organization, it feels like a personal insult”.

Mediator. The mediating variable of diversity climate was measured with a scale used by
McKay et al. (2011), with a reported reliability of 0.82. The scale comprised four items; for
example, “My organization maintains a diversity-friendly work environment”. The five
response choices ranged from “strongly disagree” (1) to “strongly agree” (5). Cronbach’s «
for the current study is 0.85.

Controls. The analysis controlled for the effects of gender and age. Participant gender
has been coded as a dummy variable, where “0” = male and “1” = female. Age was an open-
ended question in the survey. To convert it into a categorical variable, we calculated the
median value of age and created two categories above and below the median value. Lower
values were represented by “0”, while the upper values were represented by “1”. A total of
51.5% of the values lay below the median value.

Results

Table 1 presents the means, standard deviations and correlations for all the variables in the
theoretical model. The cross-sectional self-reported data may have common method bias
(Podsakoff, MacKenzie, Lee & Podsakoff, 2003). Therefore, Harman'’s single-factor test was
performed to eliminate redudnant items. The total variance explained by one factor was
only 32.65%, demonstrating no risk of common method bias.
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OMJ After testing the reliabilities of the constructs, AMOS was used to test the model (Figure 1).
181 H1 proposes that efforts to support diversity are positively related to diversity climate. H2
) . . . . . o . . . . .
states that the organizational value of diversity is positively associated with diversity climate.
H3 and H4 anticipate the positive relationship of diversity climate with job satisfaction and
organizational identification, respectively. The relationships were tested using the structural
equation modelling technique in AMOS. The results indicate that efforts to support diversity
26 do not have a significant relationship with diversity climate, leading us to reject H1, whereas
the relationships in H2, H3 and H4 were found to be significant, with « values less than 0.001.
Table 2 presents the estimates and significance of the first three hypotheses.
Hb5 states that diversity climate will mediate the relationship between efforts to support
diversity and outcomes (job satisfaction and organizational identification). The results in
Table 3 indicate that the mediating relationship is non-significant, with an « value above the
Variable Mean SD 1 2 3 4 5 6
Predictors
1. Efforts to support diversity 3.08 0.77
2. Organizational value of diversity 348 0.72  0.69%*
Mediator
3. Diversity climate 360 071  054%* 0.74%*
Qutcome
4. Job satisfaction 381 064  027¥% 041%*  0.53**
5. Organizational identification 350 061  026%* 0.34%*F 043 0.51%*
Controls
Table 1. 6. Gender 027 045 002 008 008 003 014
Means, standard =~ 7 pge 149 050 -000 002 001  -002 014 -022*
deviations and
correlations Notes: * p < 0.05 (two-tailed); ** p < 0.01 (two-tailed)
Predictor Outcome Estimate
Efforts to support diversity Diversity climate 0.05
Organizational value of diversity Diversity climate 0.71%%*
Diversity climate Job satisfaction (0.53%#*
Diversity climate Organizational identification 0.447%%*
Table 2.
Direct effects Note: ***p < 0.001
Hypotheses Direct effect Indirect effect Mediation
ETSD-DC-JS 0.048 (ns) 0.026 (ns) No mediation
ETSD-DC-OID 0.018 (ns) 0.021 (ns) No mediation
OVD-DC-JS 0.079 (ns) 0.355%#* Full mediation
OVD-DC-OID 0.038 (ns) 0.2817%+* Full mediation
Tab.1e 3 ) Notes: ***p < 0.001; *p < 005 ns = Not significant, ETSD = Efforts to support diversity; OVD =
Mediation analysis Organizational value of diversity; DC = Diversity climate; ]S = Job satisfaction; OID = Organizational identification




10% significance level. Thus, the hypothesis is rejected. H6 proposes the mediating role of
diversity climate in the relationship of organizational value of diversity and outcomes (job
satisfaction and organizational identification). Table 3 reports the output of H6 as significant.

The final model with significant relationships is shown in Figure 2. The ratio of y° to the
degrees of freedom for the model is 1.103, which is below 3 (the maximum acceptable level),
showing the model fit for the data. The root mean square error of approximation (RMSEA)
value for the proposed model is 0.00, indicating a model fit. The goodness-of-fit index (GFI)
and adjusted GFI (AGFI) values for the proposed model are 0.999 and 0.996, respectively,
which shows acceptable variance for the model in the study. The values for the comparative
fit index (CFI), Tucker—Lewis index (TLI), normed fit index (NFI) and RFI for the model are
1.00, 0.999, 0.997 and 0.988, respectively. All three types of indicators (parsimonious fit,
absolute fit and incremental fit) show that the model is fit for the study.

Discussion

The study’s main objectives were to investigate whether: efforts to support diversity and
organizational value of diversity are positively related with diversity climate, diversity climate
is positively associated with job satisfaction and organizational identification and diversity
climate serves as the mediating mechanism in the relationship of predictors (efforts to support
diversity and organizational value of diversity) and outcomes (job satisfaction and
organizational identification). The results reveal significant relationships for organizational
value of diversity and diversity climate, diversity climate and outcomes and for the mediating
role of the organizational value of diversity—diversity climate-outcomes relationship, whereas
efforts to support diversity do not show significant relationships.

Direct effects

The results indicate a positive relationship between organizational value of diversity and
diversity climate. These results are consistent with the previous research that shows that
valuing diversity is vital and needs to pervade throughout the organization (Gilbert &
Ivancevich, 2000; Hopkins, Hopkins & Mallette, 2001; Ng & Sears, 2018). This percolation is
possible when organizations focus on valuing diversity in HR policies and practices, and
hence, that will result in improving employees’ diversity climate (Herdman & McMillan-
Capehart, 2010). Our results are unique, as the direct influence of organizational value of
diversity on diversity climate has not previously been measured; the effect of organizational
values through HR practices remains the focus of previous research (Guzzo et al., 1994;
Herdman & McMillan-Capehart, 2010; Tsui et al.,, 1997). The positive association between
diversity climate and job satisfaction/organizational identification is well supported by
previous literature (Hicks-Clarke & Iles, 2000; McKay et al., 2011; McKay et al., 2007).

This study did not find support for the relationship of efforts to support diversity and
diversity climate. Future research can investigate the reasons for this outcome and can
verify these results in different situations, such as different cultural contexts or
organizational settings. There may be several reasons for this non-significant relationship.
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Organizational
value of diversity Diversity climate

Organizational

identification

Diversity
climate

27

Figure 2.
Model with
significant
relationship




OM]
181

28

The focus of organisation on supporting diversity may trigger discrimen perceptions among
the majority employees of the organization. Employees’ perception of discrimination might
trigger negative exchanges under the account of the social exchange theory (Helm, Bonoma,
& Tedeschi, 1972).

Mediation effects

The mediating relationship of organizational value of diversity—diversity climate-outcomes
is also significant. Although the mediating relationship has not previously been tested, the
findings are consistent with some extant literature reporting that organizational support in
relation to employees’ expectations fosters employees sense of being valued by the
organization and their self-esteem, which ultimately creates satisfaction among employees
and helps them to positively identify with the organization. This fulfilment of expectations
engenders a sense of obligation among employees to reciprocate in the form of favourable
behaviours towards the organization (Bal et al, 2010; Cropanzano & Mitchell, 2005). As
explained by the social exchange theory that the relationships among organization and
employees are two-sided and mutual (Emerson, 1976), positive signals from the organization
in the form of valuing diversity contribute to heightened sense of reciprocating positive
exchange behaviour in the form of enhanced job satisfaction and organizational
identification.

Theoretical and research contributions

This study has several theoretical and research contributions. The findings support the
signalling theory (Cropanzano & Mitchell, 2005) and social exchange theory. The positive
effect of organizational value of diversity on diversity climate and diversity climate on
employee satisfaction and organizational identification strengthens the argument that
positive signals by organizations will help employees to develop perceptions about the
organization, and that these will be reciprocated by employees in the form of exchanging
positive feedback towards the organization (Spence, 1973).

Moreover, the results of the study support the integration of the signalling and social
exchange theories. The significance of the organizational value of diversity—diversity
climate-outcomes relationship strengthens the belief that these two theories can be
integrated into different contexts (Karasek & Bryant, 2012). Therefore, we extend the
theorising of these relationships. At the same time, the relationship between organizational
value of diversity and diversity climate has not previously been studied. Therefore, the
study addresses a gap in past literature by investigating the direct relationship of
organizational value of diversity and diversity climate in the Australian context.

The non-significant relationship of efforts to support diversity and diversity climate
needs to be further explored. The implementation of efforts to support diversity by the
organization can create a sense of discrimination among majority members (non-targets)
and negatively influence the diversity climate (Leslie, 2019). This also interrupts the
perceptions of positive signals from the management and can lead to a negative exchange.
The net effect of a positive exchange (theorized in this paper) and a negative exchange (from
the majority) can be a non-significant relationship found in this research. Researchers
should use larger data sets to explore the relationship of efforts to support diversity and
diversity climate (Zamboni, 2018).

Furthermore, the proposed theoretical model should be tested by researchers in different
cultural contexts and for different diversity types. Researchers can also explore the different
employee outcomes (e.g. job dedication, turnover intention) or organizational outcomes (e.g.
organizational productivity, organizational performance, organizational commitment) with



the proposed predictors and mediating variable of diversity climate (McKay et al, 2007,
Parker & Allen, 2001; Shadur, Kienzle, & Rodwell, 1999). A larger number of predictors of
diversity climate, such as group characteristics or different diversity forms (Kossek &
Zonia, 1993), can also help understand the development of positive diversity climate within
the organizations.

Practical implications

Australia is continuously welcoming a large number of immigrants each year, as stated by
the Australian Human Rights Commission (Soutphommasane, 2015). As a result, investing
efforts into implementing successful diversity programmes is gaining increased attention in
the Australian context (Australian Maritime Safety Authority, 2014; Safe Work Australia,
2016). Therefore, research on organizational value of diversity carries significant practical
implications. Understanding the impact of diversity programmes on developing diversity
climate within the organization will help managers to better recognize programme success.
This will help them to make changes accordingly and obtain maximum benefits from their
diversity programmes.

According to B&T Magazine (2017), Australian workers are 19 times more satisfied
when working in diverse environments. This shows that if organizations value diversity,
they can send positive signals to their employees, leading to positive employee attitudes and
behaviours towards the organization. These positive signals will also result in enhanced
employee satisfaction and increased organizational identification (Spence, 1973). Australia
has also been reported as a country with lower levels of productivity (Hannan & Gluyas,
2012), with one-fifth of the dissatisfied workers coming from the private sector (Cassells,
2017); therefore, it is important for organizations to concentrate on factors that can lead to
positive perceptions in the minds of employees. The positive employee—organization
exchange relationship will certainly result in positive employee and organizational
outcomes. The more positive signals employees receive from the organization, the more
positive attitudes they will reciprocate (Bettencourt & Brown, 1997; Hicks-Clarke & Iles,
2000; Mor Barak & Levin, 2002).

The findings of this study illustrate to managers that developing a positive diversity climate
through effective diversity programmes is also important for employee satisfaction —
particularly employees who are honoured to identify themselves with the organization (Castro &
Martins, 2010). The positive diversity climate has been found to lead to reductions in
absenteeism among racial and ethnic groups (Avery et al, 2007). However, organizations’
diversity initiatives can also mislead and do not produce desirable results (Leslie, 2019), or in the
process of sending positive signals, negative signals can also travel unintentionally and can
complicate the signalling process (Taj, 2016). Therefore, it is essential to understand the
influence of these unintended signals to minimize the negative consequences. Negative signals
of management’s ineffectiveness about diversity can lead to dissatisfied employees with high
turnover intentions (Groeneveld, 2011; McKay et al, 2007), low productivity and reduced
organizational commitment and identification (Gonzalez & DeNisi, 2009). Therefore,
organizations need to make careful efforts to support diversity, which can contribute to
employee satisfaction and, in turn, organizational productivity.

Limitations and avenues for future research

This study has certain limitations. First, the study considered only efforts to support
diversity and organizational value of diversity as the predictors of perceptions of diversity
climate; however, many other organizational factors can influence employees’ perceptions of
diversity climate. Future research can attempt to identify additional variables that
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account for diversity climate perceptions, such as group and organizational characteristics
(Kossek & Zonia, 1993). Second, this study was conducted in the Australian context. The
impact of efforts and value of diversity on perceptions of diversity climate may differ in
other cultural contexts, with different levels of diversity in their population. Third, only one
manufacturing organization was included in the survey; therefore, the results may not be
directly generalizable to other sectors. Also, the small sample size may limit the
generalizability of the findings. Fourth, a multilevel study can be conducted to better
understand the organizations’ perspective on sending positive diversity signals and their
impact on employees. Finally, cross-sectional design and single source data were used for
this study, causing concerns for the common method variance and casual inferences. To
avoid bias, respondents were ensured about the confidentiality of the data, and no personal
information was asked in the survey. At the same time, Harman’s single-factor test was
performed to eliminate the chances of common method bias.

Conclusion

The current study contributes to the existing literature on managing diversity in the
organization and perceptions of diversity climate. The results suggest that the signals
provided by organizations with respect to the value of diversity add to employees’ positive
perceptions of diversity climate (Kossek & Zonia, 1993; Mor Barak et al, 1998).
These positive perceptions of employees encourage them to offer an exchange with the
organization in the form of enhanced job satisfaction and organizational identification. The
study integrates two streams of research using the signalling theory (Spence, 1973) and
social exchange theory (Cropanzano & Mitchell, 2005), which will also helps to advance the
field of managing diversity.
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