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Business ethics is an oft researched and debated topic both from the academic (Byrne, 2011) and 

business perspective. Business ethics and corporate governance are intricately interwoven and have a 

notable effect on the financial performance of the organization. (Rodriguez-Fernandez, M. 2016). There 

is a transformation in the expectations of the stakeholders (employees, customers, suppliers, investors) 

from the organizations they are associated with. They wish to interact with organizations that are ethical 

and responsible. (Báez, A. B et al 2018). Organizations that are concerned with an ethical score and 

interested in complying with legal requirements oblige and try to be diverse. Similarly, CSR is perceived 

as a management tool that contributes beyond achieving economic objectives and as a catalyst to be 

valued by the stakeholders in society. (Prandi and Lozano, 2011; Mullerat, 2011). In response to the 

growing demand for transparency and ethical behavior in business by the stakeholders, countries are 

framing new laws or amending the existing laws accordingly. (Rodriguez-Fernandez, M. 2016).  

Scandals have been a part of business world for a very long time. To understand the ethical state of 

organizations today, details were collected about the scandals that happened in the last decade. The 

unethical practices vary from financial fraudulent activities, Poor quality products, employee 

discrimination, exploitation of labour, sexual harassment & Misconduct, and data breach and privacy 

issues. #MeToo movement stood tall and strong and created a wave across nations. It permeated and 

affected all sectors, countries, industries and companies. Several prominent and powerful men were 

accused in the movement and the list is never ending. Several companies such as Turing Pharma and 

Wells Fargo indulged in financial scams to benefit themselves. Companies such as Amazon, Google, We 

Work, Zenefits and Tesla (the top brands) were reported to have Toxic culture that is unfriendly to its 

employees. Uber, Disney, Zara and Amazon has been brought to line  for its poor working conditions. 

Organisations such as Uber, Zenefits, and Google has been named in sexual misconduct and 

allegations. Top Companies like Volkswagen, Takata and Boeing have cheated their customers with poor 

quality products resulting in several deaths and millions of losses to its customers. (Dans, E 2020) The 

above scams reveal that 70% of the issues discussed above are related to diversity and inclusion. This 

link between inclusion and unethical practices by organisations has gained the attention of the researcher 

and hence the study was propelled.  
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In the last two decades, board diversity or composition of the board members has gained significant 

notice. (Davies 2011; Rhode & Packel 2010). Board diversity is acknowledged as a measure of fairness 

and directly relates to corporate governance and the ethical score of an organization. Several 

researchers have drawn a linkage between corporate board diversity and financial performance (Buse, 

K., et al 2016, Fan 2012, Jukizaerma & Sori, 2012). The presence of women on the corporate board is 

found to have a positive consequence on operating performance (Alabade J O, 2016). Evidence also 

supports the relationship between increased diversity management and the financial position of the 

organization. (Kakabadse et al.2015). Inclusive HR Practices in Organizations, value employees for their 

uniqueness and create a culture which gives every employee a sense of belongingness. This unique 

inclusive culture promotes positive outcomes (Shore et al 2011) which causes a cascading effect across 

the organization. Management policies especially human resources management influence views of 

procedural transparency and casts a positive image on the entire organization (Wu and Chaturvedi 

2009).  

This paper puts forth an argument that Inclusive Human resource practices will generate or propel a 

perception of procedural justice and thereby result in a positive perception of governance or ethical 

climate of an organization. The paper presents the transformation of diversity to inclusion and discusses 

the consequences of effectively managing inclusion in organizations through its HR practices. This 

review, in particular, evaluates theoretical and empirical literature related to the influence of Diversity & 

inclusion practices in Organisations to establish missing links between inclusive HR practices and 

perception of ethical climate. 

Diversity  

With Globalization, mobility of the workforce, and change in societal demography, diversity issues have 

increased at the workplace (Cole, B. M., & Salimath, M. S. 2013; Gita P C, 2017). Diversity at the 

workplace is based not only on age, gender, and race but also on racial/ ethical differences, physical and 

mental capabilities, sexual orientation, language, and other such differences. (Gita, P. C., & Thenmozhi, 

R. 2017). Diversity denotes differences in individuals on any feature or attribute that creates a perception 

that they are not alike (Mannix & Neale 2005). In a study, done by Labelle R et al (2010), the 

consequence of Governance on business ethics was studied. In the above research, Governance was 

measured (proxied) by diversity management and financial reporting quality. So, it can be surmised that 

Diversity management in an organization is a measure of Governance.   

Implications of Diversity Management in Organizations 

Valuing diversity in Organizations ropes in lot of benefits to all the stakeholders. Diversity management 

initiatives are implemented with the intention to motivate the diverse workforce and enable them to 

improve their performance. (Choi & Rainey, 2010; Pitts, 2009). If these practices are not managed 

effectively, it may lead to poor performance and employee dissatisfaction. (Sabattini & Crosby, 2008; 

Tower & Alkadry). A diverse workforce is seen as a competitive benefit as it (diverse workforce) is a 

replica of the customers, society, and stakeholder composition in the external environment. Diversity 

management is found to have a positive consequence on minorities and their performance (Pitts 2009). It 

positively impacts the productivity and commitment of employees (Ely 2004). Valuing diversity in 

organizations ensures the right choice and is based on deontological approach based on universal 

values and goodwill. Diversity in Organization results in multiple benefits and if organizations engage in 

diversity practices based on positive outcomes, it is s utilitarian approach. Though it can be argued that 

both the approaches are contradictory to one another, both deontological and utilitarian approach are the 

reasons why diversity has been embraced by organizations.  

Several studies have also shown diversity to have no impact or negative effect on performance (Foldy 

2004).  The reason for low performance could also be due to the heterogeneity of employees and the 

longer time taken to become cohesive and cooperative in groups. It was also reported that diverse 

employees were excluded from certain information, organizational resources, and decision making. (Choi 

& Rainey 2010). Treating all employees alike as a part of diversity management would be detrimental as 
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this goes against the basic principle of diversity which is uniqueness and individuality. (Farndale et al 

2015). Diversity in board with outside members has supported protecting the interests of stakeholders 

and in improving firms' performance. (Combs et al 2007). Women board members supported firm 

valuation and performance resulting in their commitment to ethical standards and corporate social 

responsibility. (Morehead Dworkin, T., & Schipani, C. A. 2018). Board diversity impacted governance 

practices and this impact is observed differently based on gender, age, and racial diversity (Buse, K., 

Bernstein, R. S., & Bilimoria, D. 2016) 

Organizations have understood the importance of diverse force and also the need to manage them 

effectively. This lead to the concept Diversity management  which was introduced by Thomas in the year 

1990. Diversity management enabled employees to attain their maximum potential in pursuit of 

organizational goals and objectives. Ivancevich and Gilbert (2000) defined diversity management as " the 

systematic and planned commitment by organizations to recruit, retain, reward, and promote a 

heterogeneous mix of employees" Diversity management was seen as a multifaceted approach (Pitts 

2006) to successfully engage and value employees at the workplace. Diversity by itself does not create 

problems but the challenge lies in assimilating and in utilizing a diverse workforce towards achieving 

organizational goals (Sabharwal M 2014).  

 

Diversity Identity Management 

To manage diversity effectively in organizations, various formal and informal mechanisms were initiated 

which includes diversity identity management. Diversity identity management is defined as "Including but 

not limiting to the voluntary communication of diversity beliefs to stakeholders as well as the 

implementation of internal diversity programs and policies”. Cole, B. M., & Salimath, M. S. (2013). 

Diversity identity management addresses diversity issues from a broader perspective and concerns 

mostly on the internal policies, procedures, and actions of the organization towards diversity (Ivancevich 

and Gilbert 2000). If diversity management is implemented with a focus on the bottom-line it would 

backfire (Pless and Maak 2004). Employees would react negatively in the above context defeating the 

sole purpose of diversity management (Dass & Parker 1999) 

 

The Origin of Inclusion: 
But there was a rising consensus that diversity management should have a transition from a passive 

state of valuing diversity to an active state of an inclusive work environment (Groeneveld & Verbeek 

2012). Equal employment opportunity and affirmative action and similar laws across the globe have 

enabled a diverse workforce, but it has not translated into creating an inclusive environment wherein the 

potential of employees is realized. (Mor Bark 2011). Diversity and inclusion are two dissimilar but 

overlapping concepts (Roberson 2006). Diversity management acts as a precursor for creating inclusive 

work environments. The meaning of inclusion focuses on the degree of acceptance by others at 

workplace (O-Hara et al 1994) and to the extent he is considered an insider in the organization (Schein 

1971; Pelled LH et al 1999).  

 

Inclusion extends beyond diversity management in valuing the differences or uniqueness in employees 

and ensures a synergistic outcome that benefits all stakeholders in the organization (Pless & Mark 2004).  

In the inclusionary approach, Organisations do not focus on compliance measures by targeting a 

particular group of individuals. In an inclusive environment, employers recognize that each individual is 

unique and has the ability to contribute to the growth of the organization. Such inclusive organizations 

treat their employees as assets and use a synergistic approach to decision making and problem-solving 

(Sabattini & Crosby, 2008). The Inclusion initiatives focus on removing obstacles to drive performance 

from its employees (Mor-barak & Cherin 1998; Roberson 2006). Inclusive Organisation engages its 

employees positively, builds a vision and strategy for inclusion, creates a transparent environment, sense 

of belongingness and promotes open communication (Ryan & Kossek 2008; Stewart & Johnson, 2009).  

 

Theories such as social identity theory (Tajfel, 2010), social comparison theory (Mullen & Goethals, 

1987), and optimal distinctiveness theory (ODT; Brewer, 1991) have thrown light on inclusion in 
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organizations. Social identity theory is premised on the need of belongingness to a social group. A 

member of a group feels a sense of belongingness and self-esteem which divides people into in groups 

and out groups. (Tajfel, 2010). Diverse minority employees feel a part of out-groups which is a pitfall of 

non-inclusive organizations. In Organizations practicing inclusivity, such barriers are eliminated which 

results in positive outcomes for the organization. According to social comparison theory, members of a 

group compare one another to evaluate themselves against the other. This constant comparison results 

in perception of exclusion and inclusion among members. (Mullen & Goethals, 1987). In inclusive 

organizations, they are encouraged to be unique and different from the other. As a result of which they do 

not feel insecure or marginalized as comparison is no more possible in inclusive organizations. Optimal 

distinctiveness theory propagates the need for some commonality with others and at the same time, the 

need to be unique and one’s own self. (Brewer, 1991). This need of an employee to be a part of the 

group and at the same time to be unique is the foundation of inclusivity in organizations. (Shore et al 

2011) 

 

According to Mor- Barak 2015, managing inclusion in organizations is a two-stage process. The first 

stage is often reactive which includes measures and initiatives’ (especially recruitment and selection 

policies) to make the workforce in organizations diverse. The second stage is a conscious effort from the 

management and HR department that involves instituting policies and processes to make the diverse 

employees feel valued and engenders a sense of belongingness.  

 

Advantages of an inclusive organization 
When an organization practices inclusion, it brings along a lot of benefits to its employees, stakeholders, 

and the bottom-line of the organization. Perception of inclusion at the workplace assures job commitment 

and productivity (Shore et al., 2011; Stewart& Johnson, 2009). As employees are diverse, with unique 

capabilities and skills, it ultimately transforms the organization as high performing and successful (Miller 

1998). Shore et al accentuates the above argument stating that uniqueness and belongingness of 

employees together drive performance, job satisfaction, commitment, organizational citizenship, intention 

to stay, and overall wellbeing of employees. Inclusive organizations focus on empowering its employees 

(Sabattini & Crosby, 2008) and creating a result-oriented culture (Choi & Rainey, 2010; Fernandez, 2005) 

which improves the organizational performance. The significant advantage of inclusiveness is a reduction 

in employee turnover and absenteeism which is a competitive advantage to organizations today. Horváth, 

Z. E., Szakács, A., & Szakács, Z. (2018). In a study done in India, Australia, and Vietnam by Ponce-Pura 

M P (2014) it was confirmed that there was a difference in approach in the way diversity and inclusion 

were understood and received by companies across the world. The study concluded that context and 

cultural tradition was essential in bringing about diversity-related initiatives.  

 

Perception of Organizational Climate (diversity climate and ethical climate) is 

the key to success  
Employees’ perception of diversity climate has a positive influence on job satisfaction, commitment, 

loyalty, and interpersonal relations with superiors and co-workers (Wolfson et al 2011). The Organization 

with employees who perceive high levels of diversity climate report substantially the lowest levels of 

turnover intentions. This result was also supported by companies that perceive high levels of ethical 

conduct and values. Stewart, R., et al (2011). The study suggests that ethical climate perception 

moderates positively the relationship between perceived diversity climate and low turnover intention. 

Task and relationship conflict is found to reduce in gender diverse groups with high inclusion when 

compared to gender diverse groups with low inclusion. Employee perception of diversity & inclusion 

climate plays a vital role in influencing positive employee attitude which in turn translates into behavior 

and then higher levels of organizational performance. (Kundu, S C & Mor, A. 2017, McMillan-Capehart et 

al. 2009). The above finding signifies the importance of not only practicing inclusion in organizations but 

also increase the perception of its employees towards such inclusive HR Practices of the organization. 

Perceived diversity climate has a positive impact on affective commitment of employees and 

transformational leadership moderates the relationship (Ashikali, T., & Groeneveld, S. (2015). Building an 

inclusive environment in organizations is a challenge that can be overcome with the commitment of top 
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management, respect for diverse thoughts and perspectives, equitable HR policies of the organization 

(Bendick et al., 2010). 

 

The need for HRM initiatives to manage diversity and inclusion in 

organizations 
Large multinational corporations are dependent on the capability of its human capital and the extent of 

the person – job – organization fit to effectively steer their organizations towards profitability (McCulloch & 

Turban, 2007) which falls under the gamut of Human Resource management. The HRM in Organisations 

should spearhead challenging yet realistic goals for diversity interventions. HRM should adopt an 

outcome driven approach to reap the fruits of inclusion in organizations (Bassett- Jones 2005). HRM 

must not only identity and accommodate the individual needs of diverse employees (Wilson, 1997) but 

create consciously a culture that embraces diversity for organizational competitiveness (Robinson & 

Harvey, 2008). Fairness, referred to as Organizational Justice is ensured with the implementation of the 

right HR policies (Cropanzano and Byrne 2001). 

 

Diversity management through HR practices should be viewed as a long-term investment. (Lorbiecki, A. 

2001). Adaptation of HR policies and practices to match its local environment is crucial to maintain a fair 

and unbiased work culture. Schneider and Barsoux (2003). The impetus lies in HRM to develop a strong 

value statement reflecting the organization's commitment towards prizing diversity and crafting a work 

climate that enables every employee to reach his or her full potential. Babalola, S. S. (2013). Diversity 

and employment equality management policy is a component of High-performance work systems which 

assures the quality of work and productivity in organizations (Armstrong et al 2008). In a study done by 

Pless N & Maak T 2004, they propose a four-stage transformation process to integrate diversity with 

inclusion in organizations. The ultimate stage is adapting HR systems and processes to realize and foster 

inclusion in organizations. 

 

The effect of Inclusive HR Practices:  
A study by Boehm, S. A., et al (2014) supported a positive influence of age-inclusive HR practices on 

age-diversity climate, which is directly associated with overall view of social exchange and indirectly 

associated to firm performance and employees’ collective turnover intentions.  The major areas of 

inclusion in organizations are leadership, education and training, performance and accountability, work-

life balance, and career development and planning (Mor Barak 2005). Inclusive HR practices in 

organizations result in Job Satisfaction. Khan, A. G., et al. (2020). 

 

Organizations that practice inclusive HR recruitment and selection policies must ensure the climate and 

demographic make-up is conducive for the career progression of such a diverse workforce, else it might 

result in dysfunctional team processes. Inclusive anti-bullying policies were significantly associated with 

reduced rate of suicide attempts among lesbian and gay youth. (Day, J. K., et al 2019). Organizational 

integration and learning approach are a proactive HR strategy that values diversity by creating a 

conducive environment for learning from one another in organizations. Shore et al (2011) propose that 

the above approach supports inclusion as it satisfies employees' need for belongingness and uniqueness 

and upholds ethical values at the workplace. This approach in organizations results in the perception of a 

positive ethical climate in organizations.  (Kaptein 2008) 

 

Developing a Ripple effect Model of Inclusion in Organizations: Gagnon and 

Cornelius 2002 are of the view that systemic changes in HRM are crucial for the holistic integration of 

diversity. The systemic changes include functions such as recruiting, pay equity, mentoring, career 

development, and flexible work which nurtures fairness and equity in organizations. (Wentling 1998). 

Organizations that practice inclusiveness experience small and steady benefits that ripple and 

encompass all aspects of the organization. A ripple effect occurs when a small initial disturbance to a 

system, proliferates outward and disturbs an increasingly larger portion of the system like ripples 

expanding across water when an object is dropped into it. In an organization, Human resource 

management is the crux, where change originates. The policies and practices initiated by the Human 
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resource management can be likened to the object being dropped into water. The HR initiatives cause a 

ripple effect across the organization. This ripple effect of inclusiveness cascades all over the organization 

and becomes a driver for organizational success. Cole, B. M., & Salimath, M. S. (2013).  

 

Outcomes of Inclusive HR Practices 

Scholars have reported various outcomes of inclusion and inclusive HR practices in organizations. The 

outcomes may be behavioral (synergistic decision making & problem solving, increased performance, 

positive engagement, open communication, job commitment, productivity, Job satisfaction, loyalty, 

organizational citizenship, intention to stay, overall well-being of employees, employee empowerment, 

low turnover and reduced absenteeism, reduction in task and relationship conflict) or perceptual 

(transparent environment, sense of belongingness, open culture and positive engagement). The objective 

of Diversity training is to promote a positive diversity climate that facilitates fair and just interactions 

between individuals in organizations (Wentling & Ralma-Rivas, 1998) 

 

Ethics and Inclusion share a few commonalities (Nelson J K et al 2012). Both concepts deal with fairness 

and promoting just and equitable treatment of employees at the workplace. (Shore et al (2009). Both the 

concepts gained the attention of decision-makers and academicians very much later after the introduction 

of organizational behavior. Weaver & Trevino, 2001 posits that any organization that claims to be ethical 

is likely to create and increase awareness of its fair treatment in its organization. Business ethics is 

measured and evaluated using several parameters. The most common parameter at individual level is to 

analyze the organizational ethical climate. Organizational ethical climate is defined as “shared perception 

of what is ethically correct behavior and how ethical issues should be handled.” (Victor & Cullen 1987). 

He classifies the moral philosophy into three ethical theories – egoism, benevolence and principle based 

on which three ethical climates are identified. Based on the ethical climate of an organization, employees 

perceive it to be egoistic, benevolent or principled. If employees perceive their ethical climate to be 

egoistic, they approach their ethical dilemmas with an intention to maximize their self-interest. If an 

employee perceived benevolent ethical climate, he approaches ethical issues with a collective interest. 

When an employee perceives a principled ethical climate, he approaches ethical dilemma with 

conformance to codes, rules and laws. Communication plays a significant role in establishing 

organizational values, norms and codes (Stevens 2008).   

 

Open communication (an outcome of Inclusive HR Practices) is positively associated with principled 

ethical climates (Parboteeah, K. P, 2010). Managers use communication subtly but effectively embed and 

transmit organizational ethical values and its expectations to its employees which results in positive 

ethical climate. (Schein 2004). Empowerment (an outcome of Inclusive Organizational culture) is an 

effective stimulus that drives positive impact among employees in organizations. Empowerment is the 

extent to which employees perceive autonomy and independence in their job activities, work context and 

work roles (Butts et al 2009). Empowered employees determine their work environment and work 

outcomes (Spreitzer, 1996). Empowered employees sense that they are trusted and valued by their 

managers (Butts et al 2009). Social exchange theory (Eisenberger et al., 1990) supports an  identical 

claim that empowered employees benefit the organization (benevolent), as they feel favorably treated by 

the organization and so are more likely to have positive attitudes towards the organization (Addae et al., 

2006). Empowerment is positively associated with benevolent ethical climate. (Parboteeah, K. P, 2010). 

 

Inclusive HR policies and ethical climate  

In spite of equality legislation, equal opportunity law and affirmative action laws, discrimination is 

prevalent in recruitment and selection process. (Shen et al, 2009). When an organization practices 

inclusion, it consciously eliminates discrimination which results in ethical climate. Inclusive Training 

Policies and Programs propagates sensitivity towards others, creates an empathetic and respecting 

environment which results in multiple positive outcomes. Similarly, Inclusive compensation and reward 

policies of the company ensures and emphasizes fair and unbiased treatment of employees, promotes 

equality, eliminates gender-based pay inequalities and minority pay inequalities. Inclusion in performance 

management policies attempts to break the glass ceiling and promotes equal career opportunities to all 
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diverse groups. The positive outcomes of above HR policies attract talented workforce, promote loyalty, 

increase commitment and job satisfaction.  

 

Inclusive Leadership is a style of leadership that accepts the uniqueness of all the members. (Nembhard 

& Edmondson (2006). Such leaders exhibit accessibility, openness and availability to their followers 

(Carmeli et al 2010). Inclusive leaders empower the employees, improve team performance and 

overcome the differences among employees. (Mor-Barak 2013). Inclusive leadership positively affects 

caring ethical climate. Caring ethical climate encourages close interaction between the leader and the 

members which is supported by social exchange theory. This close interaction promotes open 

communication, knowledge sharing and a caring relationship between the leader and the members.  

 

Theories that support the ripple effect model of Inclusion: Social exchange theory is based on 

perceived obligation that action will result in a reaction. It is a sociological and psychological theory that 

observes social interaction of two members. A cost benefit analysis determines mutual exchange 

between the members. In a social interaction in organization, each employee behaves based on how the 

other person has behaved. This theory supports the premise that for every positive organizational 

initiative, there will be a positive behavior from the employees and vice versa. This theory reiterates that 

Inclusive practices in organizations will reap in benefits, but if not handled effectively it will misfire. This 

social exchange theory also supports our overall model and links inclusion in organizations and 

perception of ethical climate. 

 

 

 

 
 

Figure: Ripple effect Model of Inclusion on ethical climate  
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Conclusion and Discussion 
Organizations exist and survive in a dynamic environment which in turn is influenced by multiple source. 

The world is no more compartmentalized into continents and countries. An activity in one part of the world 

influences the entire world irrespective of the geographical location. The widespread impact of the 

pandemic COVID 19 and its impact on the environment, global corporations, HR practices and policies of 

companies is an exemplary example of this. Human resource managements in companies have 

undergone radical transformation especially in the last 3 – 4 decades. Diversity management was 

adopted by organization due to globalization, mobility of workforce, advancement in technology, changing 

demography of the workforce and equality laws framed by various countries. Organizations experienced 

a notable change after implementation of diversity management initiatives but all changes were not 

positive. Organizations witnessed negative outcomes when diversity was mismanaged. Organizations 

realized that diversity management is not sufficient to propel a diverse workforce and the concept of 

inclusion came into picture. Inclusion goes beyond diversity where every employee is made to feel that 

he / she is valued and their uniqueness and differences are the reason for the success of the 

organization.    

 

To become inclusive, organizations implemented various HR policies and practices. The HR initiatives 

focused on inclusion, valuing differences and at the same time emphasized on common goals to achieve 

organizational objectives. The HR activities that focused on Inclusion are recruitment and selection 

policies, training programs, performance management policies, compensation and reward management 

policies. Such policies brought about a change in the perception of the employees and the managers 

alike. Managers appreciated the differences among the members of the team, encouraged the team 

members to remain unique but to work towards common goals. This resulted in a new type of leadership 

known as Inclusive Leadership. The Inclusive recruitment and selection policies focused on attracting a 

diverse workforce, promised an equal opportunity environment and ensured a career path which suited 

every employee’s personal need. Such practices spread positive vibration among the members of the 

organization which in turn resulted in job satisfaction, commitment, loyalty and intention to stay. The 

inclusive training policies and programs ensured high sensitivity towards individuals, reduced 

discrimination and promoted team cohesiveness which resulted in positive outcomes for the organization 

and for the employees. The inclusive performance and compensation policies reduced pay inequalities, 

gender income inequality, though it is still prevalent in organizations. Such policies encouraged positive 

perception of fairness, procedural justice and reduced employee turnover among diverse groups. Proper 

implementation of performance management policies reduced glass ceiling for women as well as 

minorities and created a notion of equality among the workforce and a sense of belongingness for the 

diverse workforce. 

 

The review indicates that practicing inclusion in organizations has multifold benefits. The proposed ripple 

effect model of Inclusion on ethical climate suggests an indirect or ripple effect on ethical climate of the 

organization. The outcomes of inclusive practices in organizations can be classified as behavioral 

outcomes and perceptual outcomes. Behavioral outcomes are observable and can be quantified whereas 

perceptual outcomes are qualitative and implicit. Behavioral outcomes according to the study include 

Synergistic decision making & problem solving, increased performance, positive engagement, open 

communication, job commitment, productivity, Job satisfaction, loyalty, organizational citizenship, 

intention to stay, overall well-being of employees, employee empowerment, low turnover and reduced 

absenteeism, reduction in task and relationship conflict. Perceptual outcomes   are transparent 

environment, sense of belongingness, open culture and positive engagement. The study was unable to 

discover any direct effect between Inclusive HR practices in organizations and perception of ethical 

climate. But the study revealed indirect benefits as both behavioral and perceptual outcomes of inclusion 

had a significant effect on the perception of ethical climate in the organization. This finding is supported 

by Rabl T et al (2020) who has established a relationship between perceived organizational inclusion 

efforts and the perceived ethical value of the organization. Inclusive Organizations should also adopt an 

integrative learning approach to inclusion which is beneficial. The organizations are benefited by the 

performance measure (beneficial approach) and employees perceive the organization to be fair (ethical 

approach). Podsiadlowski et al. 2009. This finding is also supported as organizations perceived to be 
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ethical are also associated with firm performance. (Wu 2002). This study and its findings are a huge 

motivation for companies to practice inclusiveness in the workplace. The literature also supports the 

hypothesis that perceived organizational inclusiveness efforts affect employees' judgements about the 

ethical score of the organization. This perception of ethical score will in turn affect the employees’ 

organizational citizenship behavior. Rabl, T., del Carmen Triana, M., Byun, S. Y., & Bosch, L. (2020). 

 

Scope for further research 
The study has identified several areas for future research. Though both Inclusion and business ethics 

have been widely recognized and considered significant by organizations worldwide, extensive search of 

literature did not reveal any single study on the direct effect of inclusion on ethical score or ethical climate 

of the company. Some literature reported the effect of board diversity on financial performance and 

organizational efficiency. Though scholars have recognized the importance of procedural fairness, 

organizational inclusive behavior, studies have not associated the outcome of inclusions and its effect on 

ethical climate of the organization. A few studies have revealed similar outcomes for both perceived 

diversity climate and perceived ethical climate. Ethical climate has also been considered as a significant 

measure in an organization as it is found to have a positive relationship with financial performance, 

organizational productivity etc. Further research is necessary in the domain of associated domains of 

inclusion and business ethics. Studies across borders also will also reveal the change in perception of 

employees towards inclusive practices and ethical climates prevailing in their organizations. Further 

empirical research on the relationship will accelerate our understanding of Inclusion on ethical climate 

and this may promote voluntary acceptance of inclusion by organizations.  

 

 

References: 

Addae, H. M., Parboteeah, K. P., & Davis, E. E. (2006). Organizational commitment and intentions to quit. International journal of 

organizational analysis. 603-630. 

Alabede, J. O. (2016). Effect of board diversity on corporate governance structure and operating performance: Evidence from the 

UK listed firms. Asian Journal of Accounting and Governance, 7, 67-80. 

Armstrong, C., P. C. Flood, J. P. Guthrie, W. Liu, S. Maccurtain and T. Mkamwa: 2008, New Models of High Performance Work 

Systems. The Business Case for Strategic HRM, Partnership and Diversity and Equality Systems (The Equality Authority and 

National Centre for Partnership and Performance). 

Ashikali, T., & Groeneveld, S. (2015). Diversity management in public organizations and its effect on employees’ affective 

commitment: The role of transformational leadership and the inclusiveness of the organizational culture. Review of Public 

Personnel Administration, 35(2), 146-168. 

Báez, A. B., Báez-García, A. J., Flores-Muñoz, F., & Gutiérrez-Barroso, J. (2018). Gender diversity, corporate governance and 

firm behavior: The challenge of emotional management. European Research on Management and Business Economics, 24(3), 

121-129. 

Bassett‐Jones, N. (2005). The paradox of diversity management, creativity and innovation. Creativity and innovation 

management, 14(2), 169-175. 

Bendick, M., Jr., Egan, M. L., & Lanier, L. (2010). The business case for diversity and the perverse practice of matching 

employees to customers. Personnel Review, 39, 468-486. 

Boehm, S. A., Kunze, F., & Bruch, H. (2014). Spotlight on age‐diversity climate: The impact of age‐inclusive HR practices on 

firm‐level outcomes. Personnel Psychology, 67(3), 667-704. 

Brewer, M. B. (1991). The social self: On being the same and different at the same time. Personality and Social Psychology 

Bulletin, 17(5), 475-482. 

Buse, K., Bernstein, R. S., & Bilimoria, D. (2016). The influence of board diversity, board diversity policies and practices, and 

board inclusion behaviors on nonprofit governance practices. Journal of Business Ethics, 133(1), 179-191. 

Butts, M. M., R. J. Vandenberg, D. M. Dejoy, B. S. Schaffer and M. G. Wilson: 2009, ‘Individual Reactions to High Involvement 

Work Processes: Investigating the Role of Empowerment and Perceived Organizational Support’, Journal of Occupational Health 

Psychology 14(2), 122–136 

http://www.ijcrt.org/


www.ijcrt.org                                                   © 2021 IJCRT | Volume 9, Issue 1 January 2021 | ISSN: 2320-2882 

IJCRTB020006 International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org 47 
 

Byrne, E.F., 2011. Business ethics should study illicit businesses:to advance respect for human rights. J. Bus. Ethics 103 

(4),497---509 

Carmeli, A., Reiter-Palmon, R., and Ziv, E. (2010). Inclusive leadership and employee involvement in creative tasks in the 

workplace: the mediating role of psychological safety. Creat. Res. J. 22, 250–260. doi:10.1080/10400419.2010.504654 

Choi, S. (2009). Diversity in the US federal government: Diversity management and employee 

Choi, S., & Rainey, H. G. (2010). Managing diversity in US federal agencies: Effects of diversity and diversity management on 

employee perceptions of organizational performance. Public Administration Review, 70, 109-121 

Cole, B. M., & Salimath, M. S. (2013). Diversity identity management: An organizational perspective. Journal of business ethics, 

116(1), 151-161. 

Cole, B. M., & Salimath, M. S. (2013). Diversity identity management: An organizational perspective. Journal of business ethics, 

116(1), 151-161. 

Combs, J.G., Ketchen Jr, D.J., Perryman, A.A. & Donahue, M.S. 2007. The moderating effect of CEO power on the board 

composition-firm performance relationship. Journal of Management Studies 44(8): 1299-1323. 

Cropanzano, R., & Byrne, Z. S. (2001). When it’s time to stop writing policies: An inquiry into procedural injustice. Human 

Resource Management Review, 11, 31–54. 

Dans, E. (2020, September 28). Why Business Ethics Are So Important If We're Going To Save The&nbsp;Planet. Retrieved 

November 19, 2020, from https://www.forbes.com/sites/enriquedans/2020/09/28/why-business-ethics-are-so-important-if-were-

going-to-save-theplanet/?sh=7ff025923bc4 

Dass, P., & Parker, B. (1999). Strategies for managing human resource diversity: From resistance to learning. Academy of 

Management Executive, 13(2), 68-80. 

Davies Committee. 2011. Women on board. www. digitalcommons.ilr.cornell.edu/ics/5. Retrieved on: 29th July 2012. 

Day, J. K., Ioverno, S., & Russell, S. T. (2019). Safe and supportive schools for LGBT youth: Addressing educational inequities 

through inclusive policies and practices. Journal of school psychology, 74, 29-43. 

Eisenberg, E. M. (1990). Jamming: Transcendence through organizing. Communication Research, 17(2), 139-164. 

Ely, R. J. (2004). A field study of group diversity, participation in diversity education programs, and performance. Journal of 

Organizational Behavior, 25, 755-780. 

Farndale, E., Biron, M., Briscoe, D.R. and Raghuram, S. (2015) „A global perspective on diversity and inclusion in work 

organisations”, The International Journal of Human Resource Management, 26(6), pp. 677–687, doi: 

10.1080/09585192.2014.991511  

Foldy, E. G. (2004). Learning from diversity: A theoretical exploration. Public Administration Review, 64, 529-538. 

Gagnon, S. & Cornelius, N. (2002). From equal opportunities to managing diversity to capabilities: A new theory of workplace 

equality? In N. Cornelius (ed.), Building workplace equality: Ethics, diversity and inclusion, (pp.13–58). Cornwall: Thomson 

Gita, P. C. (2017). The Role of Emotional Intelligence on Perceived Diversity Climate among Employees in Chennai City. Asian 

Journal of Research in Business Economics and Management, 7(5), 134-156. 

Groeneveld, S., & Verbeek, S. (2012). Diversity policies in public and private sector organizations: An empirical comparison of 

incidence and effectiveness. Review of Public Personnel Administration, 32, 353-381. 

Horváth, Z. E., Szakács, A., & Szakács, Z. (2018). Insider Research on Diversity and Inclusion: Methodological Considerations. 

Mednarodno inovativno poslovanje= Journal of Innovative Business and Management, 10(1). 

Ivancevich, J. M., & Gilbert, J. A. (2000). Diversity management: Time for a new approach. Public Personnel Management, 29, 

75-92. 

Julizaerma, M. K., and Sori, Z. M. (2012). Gender Diversity in the Boardroom and Firm Performance of Malaysian Public Listed 

Companies. Procedia - Social and Behavioral Sciences, 65, 1077 – 1085. 

Kakabadse, N.K., Figueira,C., Nicolopoulou,K., HongYang,J., Kakabadse,A.P., & Özbilgin,M.F.(2015). Gender diversity and 

board performance: Women’s experiences and perspectives. Human Resource Management, 54(2), 265–281. 

Kaptein, M. (2011). Understanding unethical behavior by unraveling ethical culture. Human Relations, 64(6), 843-869. 

http://www.ijcrt.org/
https://www.forbes.com/sites/enriquedans/2020/09/28/why-business-ethics-are-so-important-if-were-going-to-save-theplanet/?sh=7ff025923bc4
https://www.forbes.com/sites/enriquedans/2020/09/28/why-business-ethics-are-so-important-if-were-going-to-save-theplanet/?sh=7ff025923bc4


www.ijcrt.org                                                   © 2021 IJCRT | Volume 9, Issue 1 January 2021 | ISSN: 2320-2882 

IJCRTB020006 International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org 48 
 

Khan, A. G., Raza, M. Y., Khan, A., & Ullah, A. (2020). Diversity and Human Resource Management with the Mediation Role of 

Inclusion: Evidence from Higher Education Institutions, Pakistan. International Journal of Business and Social Science, 11(7). 

Kundu, S. C., & Mor, A. (2017). Workforce diversity and organizational performance: a study of IT industry in India. Employee 

Relations. 

Labelle, R., Gargouri, R. M., & Francoeur, C. (2010). Ethics, diversity management, and financial reporting quality. Journal of 

Business Ethics, 93(2), 335-353. 

Lorbiecki, A. (2001). Changing views on diversity management: The rise of the learning perspective and the need to recognize 

social and political contradictions. Management Learning, 32(3), 345-361. 

Mannix, E., & Neale, M. A. (2005). What differences make a difference? The promise and reality of diverse teams in 

organizations. Psychological science in the public interest, 6(2), 31-55. 

McCulloch, M. C., & Turban, D. B. (2007). Using person–organization fit to select employees for high‐turnover jobs. International 

Journal of Selection and Assessment, 15(1), 63-71. 

McMillan-Capehart, A., Grubb, W. L., & Herdman, A. (2009). Affirmative action decisions: When ignorance is bliss. Equal 

Opportunities International, 25(5), 415–431. 

Miller, F. A. (1998). Strategic culture change: The door to achieving high performance and inclusion. Public Personnel 

Management, 27, 151-160. 

Mor Barak, M. (2005) Managing Diversity: Towards a Globally Inclusive Workplace (1st ed.). Thousand Oaks, CA: Sage. 

Mor Barak, M. E. (2011) Managing diversity: Toward a Globally Inclusive Workplace (2nd ed.). Thousand Oaks, CA: Sage. 

Mor Barak, M. E. (2015) „Inclusion is the Key to Diversity Management, but What is Inclusion?”, Human Service Organizations: 

Management, Leadership & Governance, 39(2), pp. 83-88, DOI: 10.1080/23303131.2015.1035599 

Mor-Barak, M. E., & Cherin, D. (1998). A tool to expand organizational understanding of workforce diversity. Administration in 

Social Work, 22, 47-64. 

Morehead Dworkin, T., & Schipani, C. A. (2018). The Role of Gender Diversity in Corporate Governance. U. Pa. J. Bus. L., 21, 

105. 

Mullen, B., & Goethals, G. R. (1987). Theories of group behavior. New York, NY: Springer-Verlag. 

Nelson, J. K., Poms, L. W., & Wolf, P. P. (2012). Developing efficacy beliefs for ethics and diversity management. Academy of 

Management Learning & Education, 11(1), 49-68. 

Nembhard, I. M., and Edmondson, A. C. (2006). Making it safe: the effects of leader inclusiveness and professional status on 

psychological safety and improvement efforts in health care teams. J. Organ. Behav. 27, 941–966. doi:10.1002/job.413 

O'Hara-Devereaux, M., & Johansen, R. (1994). Globalwork: Bridging distance, culture, and time. 

Parboteeah, K. P., Chen, H. C., Lin, Y. T., Chen, I. H., Lee, A. Y., & Chung, A. (2010). Establishing organizational ethical 

climates: how do managerial practices work?. Journal of business ethics, 97(4), 599-611. 

Pelled, L. H., Eisenhardt, K. M., & Xin, K. R. (1999). Exploring the black box: An analysis of work group diversity, conflict and 

performance. Administrative Science Quarterly, 44, 1-28. 

Pitts, D. W. (2006). Modeling the impact of diversity management. Review of Public Personnel Administration, 26, 245-268. 

Pless, N., & Maak, T. (2004). Building an inclusive diversity culture: Principles, processes and practice. Journal of business 

ethics, 54(2), 129-147. 

Podsakoff, N. P., Whiting, S. W., Podsakoff, P. M., & Blume, B. D. (2009). Individual- and organizational-level consequences of 

organizational citizenship behaviors: A meta- 

Ponce-Pura, M. P. (2014). Diversity and inclusion in a Multinational Corporation: Senior Managers' perceptions across three 

Asian regions (Doctoral dissertation, Auckland University of Technology). 

Prandi, M. and Lozano, J. (2011), “Corporate social responsibility and human rights”, in Mullerat, R. (Ed.), Corporate Social 

Responsibility: The Corporate Governance of the 20th Century, Kluwer Law International, AH Alphen Van den Rijn, pp. 209-223. 

Rabl, T., del Carmen Triana, M., Byun, S. Y., & Bosch, L. (2020). Diversity management efforts as an ethical responsibility: How 

employees’ perceptions of an organizational integration and learning approach to diversity affect employee behavior. Journal of 

business ethics, 161(3), 531-550. 

http://www.ijcrt.org/


www.ijcrt.org                                                   © 2021 IJCRT | Volume 9, Issue 1 January 2021 | ISSN: 2320-2882 

IJCRTB020006 International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org 49 
 

Rhode, D.L. & Packel, A.K. 2010. Diversity on corporate board: How much difference does differences make?. Working paper, 

Rock Center for Corporate Governance. www.paper. ssm.com. Retrieved on: 03th August 2012. 

Roberson, Q. M. (2006). Disentangling the meanings of diversity and inclusion in organizations. Group & Organization 

Management, 31, 212-236. 

Roberson, Q. M., & Stevens, C. K. (2006). Making sense of diversity in the workplace: Organizational justice and language 

abstraction in employees. Accounts of Diversity-Related Incidents’, Journal of Applied Psychology, 91(2), 379–391. 

Robinson, D. A., & Harvey, M. (2008). Global leadership in a culturally diverse world. Management Decision, 46(3), 466–480. 

Rodriguez-Fernandez, M. (2016). Social responsibility and financial performance: The role of good corporate governance. BRQ 

Business Research Quarterly, 19(2), 137-151. 

Ryan, A. M., & Kossek, E. E. (2008). Work‐life policy implementation: Breaking down or creating barriers to inclusiveness?. 

Human Resource Management: Published in Cooperation with the School of Business Administration, The University of 

Michigan and in alliance with the Society of Human Resources Management, 47(2), 295-310. 

Sabattini, L., & Crosby, F. (2008). Overcoming resistance: Structures and attitudes. In K. M. Thomas (Ed.), Diversity resistance 

in organizations (pp. 273-301). New York, NY: Lawrence Erlbaum. 

Sabharwal, M. (2014). Is diversity management sufficient? Organizational inclusion to further performance. Public Personnel 

Management, 43(2), 197-217. 

Schein, E. H. (1971). The individual, the organization, and the career: A conceptual scheme. The Journal of Applied Behavioral 

Science, 7(4), 401-426. 

Schein, E. H.: 2004, Organizational Culture and Leadership, 3rd Edition (Jossey-Bass, San Francisco). 

Schneider, S. C. & Barsoux, J. (2003). Managing across cultures. Harlow, UK: Financial Times and Prentice Hall. 

Schneider, S. C. & Barsoux, J. (2003). Managing across cultures. Harlow, UK: Financial Times and Prentice Hall. 

Shen, J., Chanda, A., D'netto, B., & Monga, M. (2009). Managing diversity through human resource management: An 

international perspective and conceptual framework. The International Journal of Human Resource Management, 20(2), 235-

251. 

Shore, L. M., Chung-Herrera, B. G., Dean, M. A., Ehrhart, K. H., Jung, D. I., Randel, A. E., & Singh, G. 2009. Diversity in 

organizations: Where are we now and where are we going? Human Resource Management Review, 19: 117– 133. 

Shore, L. M., Randel, A. E., Chung, B. G., Dean, M. A., Ehrhart, K. H., & Singh, G. (2011). Inclusion and diversity in work groups: 

A review and model for future research. Journal of Management, 37(4), 1262-1289. 

Shore, L. M., Randel, A. E., Chung, B. G., Dean, M. A., Ehrhart, K. H., & Singh, G. (2011). Inclusion and diversity in work groups: 

A review and model for future research. Journal of Management, 37(4), 1262-1289. 

Spreitzer, G. M.: 1996, ‘Social Structural Characteristics of Psychological Empowerment’, Academy of Management Journal 

39(2), 483–504. 

Stevens, B.: 2008, ‘Corporate Ethical Codes: Effective Instruments for Influencing Behavior’, Journal of Business Ethics 78, 601–

609. 

Stewart, M. M., & Johnson, O. E. (2009). Leader—Member exchange as a moderator of the relationship between work group 

diversity and team performance. Group & Organization Management, 34, 507-535. 

Tajfel, H. (Ed.). (2010). Social identity and intergroup relations (Vol. 7). New York, NY: Cambridge University Press. 

Victor, B. and J. Cullen: 1987, ‘A Theory and Measure of Ethical Climate in Organizations’, in W. C. Fredrick and L. Preston 

(eds.), Research in Corporate Social Performance and Policy (JAI, London), pp. 51–7 

Wentling, R. M. & Palma‐Rivas, N. (1998). Current status and future trends of diversity initiatives in the workplace: Diversity 

experts’ perspective. Human Resource Development Quarterly, 9(3), 235-253. 

Wilson, R. (1997). Economics, ethics and religion: Jewish, Christian and Muslim economic thought. Springer. 

Wolfson, N., Kraiger, K. & Finkelstein, L. (2011). The relationship between diversity climate perceptions and workplace attitudes. 

The Psychologist-Manager Journal, 14, 161-176. 

Wu, P. C., & Chaturvedi, S. (2009). The role of procedural justice and power distance in the relationship between high 

performance work systems and employee attitudes: A multilevel perspective. Journal of Management, 35(5), 1228–1247.  

http://www.ijcrt.org/
http://www.paper/

