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ABSTRACT

WORKPLACE DEMOGRAPHY AND ATTITUDINAL OUTCOMES: THE ROLE OF
POWER, STATUS, AND DIVERSITY CLIMATE WITHIN GROUPS

By

Abdifatah Ahmed Ali
The study explored to what extent various environmental features can explain away the
asymmetrical effects found in the relational demography literature. We used two theoretical
paradigms stemming from different scientific disciplines: status and power dynamics from
sociology and inclusion and diversity climate from management. We posited the composition of
group members as well as those occupying managerial positions would serve as status and power
signals for out-group employees (women, minorities). These signals would in turn have
implications for the type of attitudes (i.e., job satisfaction, organizational commitment, turnover
intentions) women and minority employees endorse. Further, we posited that an inclusive climate
would inhibit social categorization processes for both in-group and out-group employees
therefore leading to better attitudinal outcomes. Across two samples, we found that the status and
power perspective did not account for the asymmetrical effects, whereas the diversity climate
perspective did in most of our hypotheses. We highlight the implications for research utilizing
both theoretical perspectives and make recommendations to companies regarding ways to

address composition and diversity climate issues within workgroups.
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INTRODUCTION

Workgroups are invariably diverse, whether that may be surface-level differences such as
educational background and age or deep-level differences, for instance values and beliefs. Such
heterogeneity in the workplace can have a profound effect on an individual’s attitudes and
behavior as well as organizational effectiveness. To this end, proponents for the business case for
diversity argue that such heterogeneity leads to beneficial outcomes (i.e., creativity and
innovation, better decision-making, customer satisfaction (Bell, Villado, Lukasik, Belau, &
Briggs, 2011; van Dijk, van Engen, & van Knippenberg, 2012). However, such proponents are
confronted with voluminous countervailing evidence highlighting the negative effects of
heterogeneity (e.g., increased conflict, performance decrements; Williams & O’Reilly, 1998) and
the tendency for individuals to engage in homophily processes (McPherson, Smith-Lovin, &
Cook, 2001). In response to the mixed findings, diversity scholars have expended a great deal of
effort into understanding the consequences of diversity within the workplace (see Hebl & Avery,
2012 for a review). A particular interest of this paper is examining the extent to which workplace
demography influences individual level outcomes (job satisfaction, organizational commitment,
and turnover intentions).

Workplace demography or “the relational and compositional demographic attributes of
individuals and collectives” (Joshi, Liao, & Roh, 2011; p. 523) has drawn attention from both
scholars and practitioners alike because of the idea that heterogeneity yields beneficial outcomes.
However, as we highlight in this paper, the accumulated knowledge in this domain provides an
unclear picture pertaining to how and when differences in demography influence outcomes. A

recent review by Joshi and colleagues urges demography scholars to connect research in



relational demography with sociological perspectives as a way to enhance understanding and
bring coherence to this literature.

In light of this, the aims of this study are three-fold. First, we review relevant empirical
work and theoretical perspectives that guide relational demography predictions. Second, we
introduce theoretical paradigms that are predominately in sociology and articulate their utility in
propelling our understanding of the effects of group composition. Third, we integrate the
psychological and sociological perspectives to yield specific predictions regarding how and
when group compositions should lead to various attitudinal outcomes. Finally, we address some
of the methodological criticisms in this domain by taking a multilevel perspective to studying
relational demography as well as testing the proposed hypotheses in two distinct organizational

settings.



THEORETICAL BACKGROUND
Relational Demography

Workplace demography and the determinants of successful group functioning have been
extensively examined in organizational science. A key theoretical perspective in this domain
deals with understanding the ways in which group characteristics affect outcomes that are
important for group success. Relational demography, defined as the degree to which individuals
are demographically similar or different from their work unit (Joshi et al., 2011) is a framework
that attempts to explain variation in attitude outcomes among demographically diverse groups.
Before the emergence of relational demography, researchers focused on attempting to explain
attitudinal differences based on nominal characteristics (e.g., gender, race/ethnicity; Mock, 1980;
Friday, Moss, & Friday, 2004). The research findings that accumulated at that point were
inconsistent, thus focusing the efforts toward group characteristics and how that might affect
outcomes across different levels of analysis (Tsui & O’Reilly, 1989).

There are three theoretical perspectives that inform relational demography research:
social identity theory, self-categorization theory, and the similarity-attraction paradigm. These
theoretical perspectives propose that individuals categorize others and themselves based on
salient characteristics (e.g., race/ethnicity, gender) and these classifications, in turn, are used to
form the basis for in-group and out-group membership (Tajfel & Turner, 1986). Further,
individuals associate positive attributes to groups they belong to and this is a source of self-
esteem enhancement as well as the maintenance of positive social identity (Tajfel, 1982). One
way to sustain a positive self-view is to surround oneself with similar others as predicted by the
similarity-attraction paradigm (Byrne, 1971). As such, these theoretical frameworks underlying

relational demography make similar predictions such that higher degree of similarity on nominal



characteristics within a work unit yields positive outcomes. This linear and symmetrical
relationship between workgroup composition and outcomes, however, has been only partially
supported.

The next few paragraphs will highlight the empirical evidence from the relational
demography literature. The focus will be on two primary work group characteristics—gender
and race—and their relations with attitudinal outcomes. The rationale for this particular focus is
twofold: (1) the nominal characteristics mentioned have been by far the most extensive features
studied in this domain (Joshi et al., 2011; Williams & O’Reilly, 1998), and (2) attitudinal
outcomes are the primary focus of this study in that workgroup composition affects such
outcomes which then have influence on retaining employees of diverse background (Elvira &
Cohen, 2001; McKay, Avery, Tonidandel, Morris, Hernandez, & Hebl, 2007; Williams &
O’Reilly, 1998).

When the focal nominal characteristic is gender composition, research focused on
attitudinal outcomes, as in the case of job satisfaction, organizational commitment, and turnover
intentions, finds asymmetrical relationships. These converge on the idea that greater gender
similarity has positive implications for men—albeit the effect sizes are small. For instance, Tsui,
Egan, and O’Reilly, (1992) found that men reported higher organizational commitment in groups
where they were the majority. Such effects are consistent with recent findings as Gonzales and
DeNisi (2009) concluded in their study “men are less identified and committed to their
organizations the more dissimilar they are from others in their units in terms of gender, but this
did not occur for women.” (p. 30). Further, these findings remain true for job satisfaction as well
in that gender similarity is positively related to job satisfaction for men, but not for women

(Konrad, Winter, & Gutek, 1992; Smith, Smits, & Hoy, 1998; Wharton & Baron, 1991). Finally,



for turnover intentions, Chatman and O’Reilly (2004) found asymmetrical effects such that men
were more eager to leave work units that had higher proportions of women, but this effect did not
occur for women in male dominated work groups.

The findings for racial composition and attitudinal outcomes are less straightforward than
the conclusions drawn from research on gender composition. In certain contexts, the evidence
seems to coincide with predictions forwarded by relational demography. For instance, Zatzick,
Elvira, and Cohen (2003) found that for voluntary turnover, employees were more willing to stay
in groups that have higher proportions of similar others. Other studies, yet, find evidence that
converge on as well as diverge from relational demography predictions. Riordan and Shore
(1997) found that for African American employees, the degree of similar others they had in their
work group did affect their work group productivity as well as their perceptions of
advancements. This goes against the linearity proposition for the relationship between work
group composition and outcomes. The only consistent prediction with relational demography
was with work group commitment for African American participants. The authors provide an
explanation as to why the findings were not fully consistent with relational demography
predictions; they suggested that “it may be that affective outcomes that tap feelings of
identification and attraction, such as work group commitment, may be more likely to be affected
by relational demography for all race-ethnic groups than outcomes reflecting productivity or
advancement in the organization” (p. 354). In addition, other studies find asymmetrical effects
that show positive benefits of similarity for only White members (Hoppe, Fujishiro, & Heaney,
2013) while others such as Gonzales and DeNisi (2009) find no effect of racial composition on

attitudinal outcomes, thus complicating the true nature of the effects of racial composition.



Finally, the effect sizes for racial dissimilarity range from “.00 to .11 in absolute values” (Joshi
etal., 2011; p. 527).

The symmetrical effects forwarded by relational demography, which are based on social
psychology theories, may in fact be an oversimplification of how group composition influences
individual-level outcomes. Although we have gained much insight incorporating psychological
perspectives to explain intergroup dynamics, there are several issues that these theoretical
frameworks cannot fully account for regarding relational demography findings. The first issue
pertains to the prediction of linearity, such that higher similarity on nominal characteristics with
group members leads to positive outcomes, irrespective of the nature of the group under
consideration (i.e., all male versus all female employees). The empirical evidence presents a
different perspective, one that supports that more similarity is not always better—at least not for
employees who belong to low-status groups—and highlights the shortcomings of psychological
theories in addressing the full breadth of complex relations (Chattman & O’Reilly, 2004;
Riordan & Shore, 1997). The second issue considers the frequent findings of asymmetrical
effects. Indeed this issue is at the forefront of relational demography research and many scholars
have provided different explanations as to why such asymmetries exist (see Joshi et al. [2011] for
a recent discussion). A few scholars have gone so far as to suggest the asymmetrical findings to
be a methodological artifact due to unequal sample size across groups, a topic we will discuss
more in the methodology section (Tonidandel, Avery, Bucholtz, & McKay, 2008). In any case,
these limitations warrant the search for alternative explanations that could account for the
inconsistencies presented in the empirical relational demography literature.

Conceptual Clarification in Relational Demography Literature

One way to tease apart the myriad findings is to understand what diversity perspective is



under consideration when focusing on group composition. To do so, what is meant by diversity
has to be articulated. The typology presented by Harrison and Klein (2007) is a step in the right
direction in that it attempts to bring coherence to the diversity literature. The three types of
diversity in this typology—separation, variety, and disparity—are briefly reviewed, and their
implication for how to reconcile relational demography findings is discussed.

Separation refers to “composition of differences in (lateral) position or opinion among
unit members, primarily of value, belief, or attitude; disagreement or opposition” (Harrison &
Klein, 2007; p. 1203). Because this form of diversity is conceptualized as continuous, maximum
separation within a work-unit occurs when members are equally split at the opposite endpoint of
the continuum, as is the case when group members are split in terms of their opposing views; for
example, exactly how to distribute resources between two competing projects. Social identity
and self-categorization, and the similarity-attraction hypothesis are primary theoretical
perspectives when considering diversity as separation. As mentioned before, all these theories
forward similar predictions such that positive outcomes are expected with least separation.

Variety refers to “composition of differences in kind, source, or category of relevant
knowledge or experience among unit members; unique or distinctive information” (p. 1203).
Because of the categorical nature of variety, minimum variety occurs when all unit members
share the same category, as in the case of all members having similar functional background. On
the other end, maximum variety is achieved when unit members each represent a unique aspect
of the possible value (e.g., there is no redundancy in functional background within the work
unit). Information processing theories are important when considering variety because they
postulate diversity in information can translate to better decision-making, efficiency, and higher

productivity, among other outcomes. Thus, positive outcomes are expected with greater variety.



Disparity refers to “composition of (vertical) differences in proportion of socially valued
assets or resources held among unit members; inequality or relative concentration” (p. 1203).
Disparity focuses on inequality/asymmetrical distributions on a particular variable. Minimum
disparity occurs when all members have similar quantities on the focal attribute; for instance,
when all group members have uniform pay. In this example, maximum disparity would occur
when all members have low pay and one member has maximum pay. Sociological theories of
power and status are most central to the study of disparity as diversity. Thus, the extent to which
outcomes (e.g., competition versus decision-making) are positive or negative depends on the
specific form of disparity under consideration (e.g., pay disparity versus control of valued
resources).

When the focus in relational demography research is on the effects of nominal
characteristics, the conceptualization of diversity as separation appears to be the dominating
perspective (Tsui et al., 1992). Relational demography emphasizes the degree to which
individuals are different from or similar to their work-unit, with greater similarity leading to
better outcomes. As noted in the empirical evidence, however, the effects of relational
demography may not be symmetrical across nominal characteristics. Further, Harrison and Klein
(2007) make the case that when demographic attributes (e.g., gender, race, tenure, age) are the
focal consideration for examining diversity, all three conceptualizations are plausible. As such,
when different conceptualizations are meaningful, Harrison and Klein suggest “precise
specification of diversity is essential [because] it allows theorists to differentiate and compare
conceptual models, facilitating understanding and cross-fertilization and paving the way for
empirical tests of contrasting conceptions” (p. 1210).

Given that all three types of diversity seem appropriate when examining demographical



differences, the exact conceptual advantage or clarity, as is the case with relational demography
research, of adopting one typology over the other has to be articulated. As mentioned previously,
it appears that the separation perspective is limiting in that it does not explain why such
asymmetries exist, and therefore alternative conceptual perspectives that provide us with such
explanations are warranted. To this end, Joshi et al. (2011) discussed in their review for the need
to bridge micro and macro-level perspectives in order to enhance our understanding of relational
demography and the underlying causes for asymmetrical reactions. One way to introduce such
macro-level perspectives is to conceptualize relational demography from a disparity viewpoint.
This is useful because, as we discuss in the following section, it highlights the power and status
differentials associated with different group members. Therefore, higher degree of similarity, as
predicted by psychological theories, should have direct positive effects, in this case, attitudinal
outcomes, for in-group members (men, Whites), whereas for out-groups, the degree to which
similarity has positive effects will depend on various contextual factors that redefine power and
status relations within group members. The usage of variety as a conceptual perspective does not
apply in relational demography research because theoretical underpinnings for variety (i.e.,
resource based theory; Barney, 1991) have been used to connect with organizational-level
outcomes as is with case with firm performance and not so much on individual attitudinal
outcomes (e.g., Richard, 2000; Richard, McMillan, Chadwick, & Dwyer, 2003). The following
section illuminates the idea that relational demography research can benefit from incorporating a
disparity lens and borrowing from the sociological research on power and status. Also, Figure 1

depicts the conceptual model for this study.



Power, Status, and Group Dynamics

Social stratification in the form of power and status are part of organizational reality. If
we consider workgroups and their nominal (e.g., race and gender) composition to be part of a
larger system (occupation, society), it becomes difficult not to take into consideration the
distribution of status and power associated with different groups, and to the extent it has
influence on key outcomes. The effects of power and status dynamics have been the interest of
sociologists (Ridgeway, 2014; Thye, 2000), although such perspectives attract attention in
organizational science as well, but to a lesser extent (Magee & Galinsky, 2008; Ragins, 1997).
Power, in this case, is defined as “asymmetrical control over valued resources in social relations”
(Magee & Galinksy, 2008; p. 361), whereas status refers to “one’s standing in a social hierarchy
as determined by respect, deference, or social influence” (Thye, 2000; p. 408). As highlighted,
one of the primary distinctions between power and status is the focus on either control over
valued resources or the esteem value associated with individuals particularly as a function of
group membership. Historically, in the United States, minority groups—women and non-
whites—have largely been underrepresented in occupational positions that afford such power
and status (Barnett & Baron, 2000; Daley, 1996; Ridgeway, 2001a), and the differentiation along
these dimensions become meaningful when considering intergroup dynamics in the workgroup
context.

Status characteristics theory offers a rich explanation as to how nominal characteristics
become associated with differentiated levels of status and power (Ridgeway, 2001b). The theory
states that status acquisition occurs because, at the cultural level, a value premium is attached to
certain characteristics of the individual. These status characteristics lead to various levels of

performance expectation and intergroup interaction. Specifically, as to when such characteristics
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lead to various expectations depends on whether the status is categorized as a diffuse or a specific
characteristic. Diffuse characteristics are general beliefs that “link greater social significance and
general competence, as well as specific positive and negative skills, with one category of a social
distinction compared to another” (Ridgeway, 2001b; p. 638). An instance of a diffuse
characteristic is the differential attributes ascribed to women as being more communal versus
those ascribed to men as being more agentic (Eagly & Karau, 2002). Moreover, specific status
characteristics focus on a particular domain that is relevant to the task, for example, the
consideration of auto-repairing ability when fixing a car. Thus, the theory suggests that in work
group settings, both diffuse and specific status characteristics will influence how individuals
view each other when working on collective tasks because these characteristics activate certain
expectations for performance levels. It is through these interactions that social hierarchies
emerge with varying distribution of power and status afforded to different groups.

Relational demography research utilizes social psychology frameworks to explain group
functioning. From this perspective, the categorization of who is an in-group versus an out-group
member is often times based on salient characteristics such as gender and race. Since the view of
the self is enhanced through according positive attributes to the in-group, individuals who belong
to certain categories that have positive social identities in the larger societal context (e.g., male,
White) will exert effort to maintain such identity. Indeed, social identity research does note that
the degree to which in-group members favor similar others is not true for out-group members
(Tajfel & Turner, 1986). This makes sense since higher-status employees tend to have more
power and status afforded to them in organizations than lower-status employees (Daley, 1996).
As such, it appears the expected effects of similarity on outcomes cannot be divorced from status

characteristics associated with different groups. This idea is echoed by Skaggs and DiTomaso

11



(2004) in their review of workforce diversity research when they noted, “in order to formulate
meaningful hypotheses about groups that have real status distinctions in the larger society (why
else are we interested in gender or race), it does not make sense to develop generic hypotheses
about social identity without linking these cognitive processes to the overall status structure of
the company, the industry or the occupation (e.g. “male dominated” or “female dominated”)” (p.
293). Thus, by incorporating an additional element to the relational demography paradigm—the
status characteristics of the groups—it affords us to make much more nuanced predictions about
the effects of various workgroup compositions on attitudinal outcomes.

To understand the extent to which status characteristics influence how in-group and out-
groups react to workgroup composition, however, attributes of the larger organizational context
need to be included as to account for individual sensemaking activities that transpire (Skaggs &
DiTamso, 2004). As of now, the discussion has been isolated to similarity comparisons that
occur within a particular workgroup. This is to say, the focus has been on lateral comparisons—
individual attitudes are shaped by the degree of similarity with the immediate workgroup. But,
this seems to be ignoring the vertical comparison that also occur when individuals assess the
degree to which they are similar to employees at higher levels within the organization as is the
case with managers and individuals who wield power (see Figure 2 for a graphical depiction of
these various comparisons). Further, beyond similarity factors that could influence attitudinal
outcomes, we also consider the role of the environment, mainly, the extent to which diversity
climate—*“shared perceptions regarding the organizational valuation of diversity and
inclusion”—has on individual outcomes (Hebl & Avery, 2012; p. 688). Accordingly, the
following section will incorporate research on organizational demography (Pfeffer, 1983) and

highlight how power and status differentials are maintained at such levels. Further, the
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organizational diversity and inclusion literature is reviewed as it relates to relational
demography. These two contextual features in conjunction with viewing compositional diversity
from a disparity perspective are expected to provide a deeper insight about zow and when
nominal characteristics within workgroups will affect attitudinal outcomes.

Managerial Diversity and Supervisor-Subordinate Similarity

Workgroups differ as a function of the various attributes associated with their nominal
characteristics. Here, it is argued that exactly when group similarity or dissimilarity leads to
better or worse outcomes depend on the demographic characteristics at higher levels within the
organization. Specifically, two vertical signals that are relevant in this situation are: (1)
organizational demography, particularly managerial composition, and (2) supervisor-subordinate
similarity. There is reason to believe such factors not only affect processes that direct the extent
to which individuals identify with their in-group as function of composition, but also factors that
contribute to the maintenance of power and status differentials.

Organizational demography. The basis of organizational demography centers around
the idea that social structures can have a profound effect on individual attitudes and behavior
(Pfeffer, 1991). Organizational actors who hold positions of power, for instance managers, affect
many outcomes (e.g., pay raises, who gets training and development) that are pertinent to
employee success (Reskin, 2000). Given that these managerial positions tend to be occupied by
the dominant in-group (e.g., male, White), it is expected through social identity mechanisms (i.e.,
status maintenance strategy), opportunities will be afforded to similar others in the organization.
Such thinking is not new and empirical evidence abounds to support that inequalities between
groups transpire as a function of in-group favoritism and homophily processes (Baldi & McBrier

1997; Reskin, McBrier, & Kmec, 1999). However, research also seems to suggest in specific
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organizational contexts where power resides with out-group members, opportunities within the
organization tend to flow toward the enhancement of lower status employees (Cohen, Broschak,
Haveman, 1998). For example, Cohen and Broschak (2013) demonstrated using archival data
spanning 13 years that higher proportion of women managers positively related to more women
occupying created management positions. The authors connect their findings with Kanter’s
strength-in-numbers perspective that posits increases in women representation positively affects
the experience of women in the workplace—higher collective esteem—and affords them greater
accumulation of power (Kanter, 1977a). Thus, evident from the macro-level perspective and as
echoed by Joshi et al. (2011), larger organizational context and the demographic composition of
individuals in power are likely going to affect intergroup dynamics.

Supervisor-subordinate similarity. The argument for the specific focus on examining
vertical dyadic relationships stems from the idea that organizational demography does not
capture interacting agents within the workplace. Relational demographers thus have focused on
similarity between interacting agents within a particular unit (Tsui & O’Reilly, 1989). Similar to
the intergroup processes that transpire between employees who occupy the same organizational
level, the logic extends to dyadic relationships with inherent power and status asymmetries.
Thus, from this perspective, it is argued that supervisors will be attracted to subordinates who are
similar to them in nominal characteristics because it signifies in-group membership (Bryne,
1971; Tajfel & Turner, 1986), which is assumed to relate to underlying value congruence.
Because supervisors hold an authority position, it follows that in-group subordinates will benefit
in the form of higher social support, access to additional resources (e.g., enhanced organizational
network), thus positively affecting individual attitudes and behavior (Foley, Linnehan,

Greenhaus, & Weer, 2006; Jeanquart-Barone, 1996; Winfield & Rushing, 2005). These
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similarity effects have also been found to influence performance ratings, salary, and
subordinates’ position within the organization (Avey, West, Crossley, 2008; Kraiger & Ford,
1985). For instance, in their meta-analytic review, Kraiger and Ford, (1985) found that
performance ratings were affected by supervisor-subordinate race similarity with the effects
being strong for both race groups (White and Black). Thus, it appears that such dyadic
similarities have profound effects on the experiences of subordinates, which could shape the
ways in which individuals react to group composition.

The two interrelated perspectives reviewed above suggest that organizational agents who
are in positions of power engage in behaviors that are consistent with predictions forwarded by
psychological theories. As noted by macro levels perspectives as well (see Reskin, et al. 1999),
these behaviors are one possible mechanism that reinforces power and status dynamics within
organizations. In line with macro explanations, what is important to highlight here regarding
composition is not just sheer numerical representation per se, but rather having representation in
positions that provide access to power and status. This then leads to differential distribution of
opportunities within organizations, with more afforded to the in-group, although sometimes it is
the reverse. Thus, the composition of high-status agents within organizations become rather
important because such forces are seen as one process of inequality production that could explain
the asymmetrical effects with respect to workgroup dissimilarity and attitudinal outcomes for
women and minority members (Joshi et al., 2011).

The need to examine both vertical signals is highlighted by the paucity of empirical work
attempting such integration. A literature search in top tier organizational
psychology/management (e.g., Academy of Management, Journal of Applied Psychology,

Journal of Management, Administrative Science Quarterly, Personnel Psychology, Organization
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Science) and sociology (e.g., American Sociological Review, American Journal of Sociology)
journals since 2000 yielded 15 articles that examined either managerial diversity/composition or
supervisor-subordinate demographic similarity in its relations with various outcomes (e.g., job
performance, organizational citizenship behavior, salary, firm performance, turnover,
organizational attraction). However, none of the reviewed articles examined these vertical
signals in the same model. Further, there was only one article that focused on attitudinal
outcomes in that the researchers examined the effects of demographic similarity on satisfaction
with supervisor (Vecchio & Bullis, 2001). Examining the simultaneous effects of vertical and
lateral signals on attitudinal outcomes is one main aim of this study.
Diversity Climate

Another contextual element that is important for understanding individual behavior is
climate, which is, “the perception of formal and informal organizational policies, practices,
procedures, and routines” that occur within the organizations (Ostroff, Kinicki, & Muhammad,
2013; p. 651). Such subjective experience of the immediate environment is expected to guide
behavior and attitude formation. When these attitudes are shared amongst individual agents
within the organization, a collective phenomenon is said to emerge that could be localized within
a particular unit or can permeate throughout the organization. Various strategic or focused
climates have been studied in the organizational literature and have been linked with outcomes at
all levels in the organization. For instance, positive organizational-level service climate has been
shown to lead to increases in firm performance and higher customer service satisfaction
(Schneider, Macey, Lee, & Young, 2009). Thus, it is evident that climate is an important aspect
of the environment that has impact on organizational functioning and individual attitudes and

behavior (Schneider, Ehrhart, & Macey, 2013).
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A specific strategic climate that could explain the asymmetrical effects of dissimilarity
within work units is diversity climate—the extent to which employees perceive their
organization values differences and institutes inclusive practices (McKay, Avery, & Morris,
2008). Here, the specific focus is on fostering an environment where individuals are valued for
their uniqueness and being different on nominal characteristics is seen beneficial to
organizational success. The literature thus far has shown ample evidence for the effects of
instilling a positive diversity climate. When organizations espouse values of inclusiveness and
establish practices in the workplace that reflect those beliefs, it is expected such situations to
improve the asymmetrical effects of dissimilarity on attitudinal outcomes.

The importance of diversity climate is highlighted by recent work providing evidence that
diversity climate “may be vital to attracting, promoting, and retaining traditionally
underrepresented employees” (Hebl & Avery, 2012; p. 689). For instance, when focusing on unit
performance, McKay and colleagues (2008, 2009) have shown that higher diversity climate leads
to smaller sales per hour mean-difference between Black-White and Hispanic-White, and when
managers and subordinates have similar pro-diversity perceptions, it tends to lead to higher sales
growth. These results provide insight into the importance of a shared climate for diversity at all
levels of the organization, and further demonstrate the monetary rewards it could potentially
yield for organizations. Extending on previous literature that reports on ethnic differences in
absenteeism, Avery, McKay, Wilson, and Tonidandel (2007) examined whether perceived
organizational value of diversity—a construct conceptually similar to diversity climate—could
attenuate the differences in absenteeism between Black-White and Hispanic-White employees.
Their results suggest when the organization values diversity, there tends to be a smaller

absenteeism difference between Blacks and Whites, but no significant difference between
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Hispanics and Whites, thus providing some evidence for the importance of valuing diversity. The
typical effect size for diversity climate ranges from small to medium.

According to Cox’s (1994) interactional model of cultural diversity (IMCD)), it is
expected that diversity climate influences individual career outcomes, as in the case of affective
(i.e., job/career satisfaction, organizational identification, and job involvement) and achievement
(i.e., job performance rating, compensation, promotion/horizontal mobility rates) outcomes,
which then influence organizational effectiveness (e.g., attendance, turnover, productivity,
etc...). Surprisingly, the vast majority of the literature on diversity climate has focused on
achievement outcomes or organizational effectiveness outcomes (see Table 1 for review). There
has not been a clear focus on affective outcomes, in particular job satisfaction, organizational
identification and commitment, and turnover intentions; studies that have examined such person-
centric outcomes with respect to diversity climate have not explicitly focused on unit-level
diversity climate (Avery et al., 2007; King, Michelle, George, & Matusik, 2010; Wolfson,
Kraiger, & Finkelstein, 2011), which raises a levels-of-analysis issue. For example, of the studies
reviewed in Table 1 only 38% examined diversity climate at the unit-level, and of those studies,
none have connected diversity climate with the focal variables in this study. Even more central to
this study, the integration of the diversity climate literature in explaining asymmetrical effects
within the relational demography research has been scant. The only recognizable paper in this
area comes from Gonzalez and DeNisi (2009) who attempted to use diversity climate as a
potential buffer in examining the effects of dissimilarity on attitudinal outcomes. Their findings
suggested diversity climate attenuates the negative effects of gender dissimilarity on intentions to
quit. For nominal characteristics, African American employees reported high levels of

commitment when diversity climate was high, but these effects decreased with lower levels of
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diversity climate. And finally, a three-way interaction highlighted that when Hispanic employees
were dissimilar from their workgroup and diversity climate was low, they reported higher levels
of turnover intentions. Although these findings provide preliminary evidence of the importance
of diversity climate in reducing dissimilarity effects, more work is needed in this area, especially
with better research designs (see Table 1 for the breakdown of study designs). Thus, in this
study, we take a multilevel perspective to studying the effects of diversity climate and not only
link it with individual-level attitudinal outcomes, but also further delineate the ways in which it

should moderate the effects of dissimilarity at the individual level.
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HYPOTHESIS DEVELOPMENT

The Effects of Dissimilarity

Self-categorization, social identity, and similarity-attraction theories tell us we are
attracted to similar others because it enhances our self-esteem. Thus, it is expected that
individuals will respond favorably to settings where the social groups to which they belong to are
the majority. The extent to which this is the case, however, depends on the characteristics of the
social group. Specifically, whether such members belong to groups that have been traditionally
afforded higher power and status in organizations will likely influence overall identification
levels. Thus, employees who belong to dominant groups (male, White) will identify with their
group and engage in self-enhancement strategies as a way to maintain their higher social status
(Chattopadhyay, Tluchowska, & George, 2004). According to this perspective, then, we would
expect employees with dominant status to report higher positive attitudinal outcomes in work
contexts where their group is the majority. Conversely, when the focus is on members who
belong to lower status groups (e.g., women, racial minorities) the effects of similarity can be
quite complex. Social identity theory would suggest that individuals who belong to lower status
groups may engage in various identity enhancement strategies as a way to cope with the negative
attributes associated with their social groups (Tajfel & Turner, 1986). As Chattopadhyay et al.
(2004) articulated within the relational demography framework, the extent to which women and
minorities prefer workgroups that are similar or different from their social groups depends on the
particular strategy employed such that individuals who adopt a social competition and social
creativity strategy will prefer workgroups that are more homogenous, whereas those who adopt a
social mobility strategy will tend to prefer dissimilar workgroups. As an example, Chatman and

O’Reilly (2004) predicted that because of the prestige and power associated higher status groups,
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women would prefer working in male-dominated groups. Consistent with their results, they
found that women were more likely to request a transfer from work groups that were women-
dominated. Further, studies focused on racial dissimilarity find either positive or negative effects
on work outcomes for minority members, thus signifying the potential use of different identity
enhancing strategies (Liao, Joshi, & Chaung, 2004; Riordan & Shore, 1997). Thus, we propose
the following generic hypothesis, which is in line with past findings. We build on this by
incorporating the contextual factors, which we posit will assist in teasing apart the exact nature
of dissimilarity effects across social groups.

Hypothesis 1. There will be an interaction between nominal characteristics (gender and
race) and workgroup composition to predict attitudinal outcomes (job satisfaction, organizational
commitment, turnover intentions). Men and White employees will be more committed, report
higher job satisfaction, and lower turnover intentions in groups that have low women and low
minority employees than women and minority employees will be in groups that have higher
women and minorities.

Individual-Level Contextual Moderator

Supervisor-subordinate similarity. Supervisors can provide a great deal of support to
their subordinates. Research findings tend to show subordinates benefit from having a supervisor
who belongs to the same social categories. For instance, gender and race congruency has been
linked with higher performance ratings (Kraiger & Ford, 1985), higher salary (Avey et al. 2008),
and receiving greater general support (Elsass & Graves, 1997) as well as specific support as is
the case with family-supportive supervision (Foley et al., 2006). These findings are consistent
with predictions advanced by social psychology perspectives in that individuals are attracted to

similar others, and in the work context, these attractions between similar others breeds in-group
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favoritism (Brewer & Miller, 1984; Tsui & Gutek, 1999). Thus, it is expected that the
development of such connections between dyads will elicit favorable outcomes. As we have
discussed, subordinates engage in sensemaking behaviors as a way to deal with their immediate
surroundings. In a workgroup setting, the degree to which individuals react to dissimilarity may
depend on whether they share the same in-group with their supervisor. Because supervisors are
in positions of power and tend to possess more resources than the typical subordinate,
subordinates who are part of the in-group stand to gain from such a relationship. Further,
research pertaining to leader-member exchange finds that in some instances demographic
similarity leads to higher quality exchanges (Green, Anderson, & Shivers, 1996), whereas in
others, there seems to be no effect of similarity (Bauer & Green, 1996). However, in this study,
we consider supervisor-subordinate similarity as a potential moderator, in that we suggest when
individuals are dissimilar from their immediate workgroup, being similar to their supervisor
could potentially mitigate the negative effects of dissimilarity on attitudinal outcomes.
Unit-Level Contextual Moderators

Managerial composition. From a relational demography perspective, attitude formation
and behavioral influences are informed by interacting agents, as is the case with immediate
workgroup and supervisory relationships (Tsui and O’Reilly, 1989). However, the organizational
demography perspective would argue that such structural factors, for example, the demographic
composition of the organization, have direct implications on individual attitudes and behavior.
Thus a specific composition we focus on relates to managerial diversity within a particular
organizational unit. Such macro level phenomenon may prove rather useful in offering a
different lens by which we can begin to examine the differential reactions to workgroup

dissimilarity. Further, this perspective also allows for the consideration of power and status
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dynamics within organizations, and how such forces either dismantle or maintain systems of
inequality. Similar to the argument forwarded when focusing on dyadic phenomenon, the same
goes for managerial composition in that individuals holding such positions belong to various
social groups, which could affect the functioning of the entire organization.

Diversity within the management ranks is expected to reduce the inequalities individuals
with lower status encounter in that such representation at higher levels should lead to access in a
wide array of opportunities. This perspective is connected with Kanter’s (1977a) strength-in-
numbers argument whereby increasing the representation of women or racial minorities reduces
inequality via a process of homosocial reproduction, which is akin to ingroup favoritism (Elliot
& Smith, 2004). For instance, the integration of women across different levels within the
organization increases when women are represented in management positions (Huffman, Cohen,
& Pearlman, 2010). In line with our argument that higher managerial diversity serves as a signal
for lower-level employees about whether certain opportunities will be granted, McGinn and
Milkman (2013) found that when there were higher proportions of senior women in the
workgroup, junior women were less likely to turnover, thus providing evidence that such signals
convey messages of mobility. Further, the authors also found a lateral comparison effect for both
women and minority junior employees such that increasing the proportion of women and
minorities in such groups led to higher turnover whereas these effects did not occur for groups
where Asian and White juniors were the majority. This finding is consistent with the idea that
access to power and status tends to decrease in settings where there is large representation of
lower status members (Mehra, Kilduff, & Brass, 1998), and as such, lower-status members will
tend to engage in distancing behaviors with their in-group (Chattopadhyay et al., 2004).

Although McGinn and Milkman’s study is informative in understanding the effects of
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various signals (lateral versus vertical) on turnover outcomes, it is still unclear the extent to
which the outcomes might change if both signals are compared simultaneously. Along these
lines, we propose that when the proportion of lower status employees is high within a workgroup
(lateral comparison), such individuals will tend to look upward to assess the degree to which
occupants in managerial positions represent social in-groups and this will determine whether
they endorse higher withdrawal attitudes. If the vertical comparison suggests dissimilarity with
managerial composition, this will signal fewer opportunities for mobility amongst women and
minority employees, thus lowering levels of organizational commitment and job satisfaction and
increasing turnover intentions. Indeed, some preliminary findings exist to support this line of
thinking. Although Choi (2013) did not a find a main effect for managerial diversity on job
satisfaction, this relationship was moderated by race such that racial minorities reported higher
levels of satisfaction when there was higher representation of racial minorities in management
positions.

Diversity climate. Being demographically different from workgroup members can
enhance identity salience, especially when certain demographics represent a small number within
the group. Because lower status employees are considered part of the out-group, being
underrepresented could potentially lead to negative interactions with the in-group and feelings of
social exclusion (Ely, 1994; Tajfel & Turner, 1986; Tsui & O’Reilly, 1989). In such instances,
underrepresented groups may be sensitive to contextual factors that signal the organizations’
orientation toward diversity-related issues. Research in this area has documented the effects of
adopting different diversity policies could have on intergroup relations (Ely & Thomas, 2001).
The seminal work by Eli and Thomas demonstrated that when organizations institute an

integration-and-learning perspective—a perspective that is grounded on the idea that differences
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in organizational members serves as a learning opportunity—it is effective in dealing with
intergroup conflict, therefore enhancing individual attitudes and behavior and increasing
organizational performance. The notion of diversity climate is in alignment with the integration-
and-learning perspectives (Nishii, 2013), and as such believed to be significant in reducing the
negative effects associated with being dissimilar from one’s own workgroup.

Diversity management is key to intergroup relations and organizational success (Avery &
McKay, 2010). A sense of inclusion and belonging should help to reduce the effects of
dissimilarity in that inclusive environments should ease the development of a higher-order
group—the organization—in which all individuals belong (Hewstone, Martin, Hammer-
Hewstone, Crisp, & Voci, 2001). Such identification, which is engendered by an inclusive
climate, is expected to reduce conflict among different members within workgroups (Shore,
Randel, Chung, Dean, Ehrhart, & Singh, 2011). A recent study by Niishi (2013) provides
evidence for the idea that the diversity climate tends to reduce workgroup conflict as a function
of demographic diversity. Her study found that gender diversity was positively related to
relationship conflict when unit-level inclusion climate was low, while gender diversity
negatively related to relationship conflict in units where there was high inclusive climate.
Further, the study reported a positive relationship between inclusion climate and unit-level job
satisfaction and a negative relationship with unit-level turnover. These findings demonstrate the
utility in fostering an inclusive climate, in that such environments dampen the activation of status
differences that propel individuals to engage in in-group biases and out-group denigration
(Nishii, 2013; Oldmeadow, Platow, Foddy, & Anderson, 2003). In this fashion, it is expected
that the extent to which dissimilarity relates to attitudinal outcomes will be shaped by the

immediate environment, as in this case, how inclusive the workplace is.
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Up to this point, we have forwarded predictions that help to contextualize the effects of
dissimilarity on attitudinal outcomes. A critical contribution of this work, however, is an attempt
to explain the asymmetrical effects of dissimilarity as a function of nominal characteristics in
conjunction with the contextual factors. Thus, in what follows, we propose specific moderation
effects that differ on the basis of nominal group membership.

Asymmetry

The relational demography literature is replete with asymmetrical effects across nominal
characteristics (e.g., gender, race) as a function of workgroup dissimilarity. The evidence thus
far, however, is equivocal about how and when such asymmetries emerge and particularly for
which group (Joshi et al., 2011). The contextual variables we advanced as well their theoretical
underpinnings are expected to produce useful predictions that begin to answer the questions of
how and when.

First, we propose that both managerial composition and supervisor-subordinate similarity
will produce similar effects regarding the nature of the asymmetry. To do so, we thus far have
discussed two meta-processes that are simultaneously occurring: intra and inter-group dynamics
that create and maintain status and power relations, and social group comparison (lateral versus
vertical). Organizational hierarchies are stratified based on status and power, and traditionally
higher-level positions have been accorded to White and male employees (Konrad & Gutek,
1987). In turn, it is believed that psychological and structural processes facilitate in-group
favoritism and homosocial reproduction, which not only enhances cohesion amongst in-group
members, but also further maintains the power and status asymmetries with the out-group
(Kanter, 1977b; Skaggs & DiTomaso 2004). This perspective is predominately used to explain

research findings that show positive outcomes when congruency in nominal characteristics exists
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between supervisory relations and managerial composition (Elvira & Cohen 2001; Foley et al.,
2006; Reskin et al., 1999). Moreover, individuals engage in social comparison processes to make
sense of their environment. These social processes can take the form of comparisons in contrast
with out-group members as to assess relative standing in terms of power and status, as well as in-
group comparisons (Chattopadhyay et al. 2004; Tajfel & Turner, 1986). It is expected that such
comparisons provide useful signals regarding the extent to which individuals will engage in
various identity enhancement strategies. Given these two meta-processes, we expect
asymmetrical effects to emerge for both traditional in-group (male, White) and out-group
(women, racial minorities) members, but the nature of the asymmetry, however, will be in stark
contrast to each other between groups.

When the focus is on dominant group members, we predict that they will report higher
organizational commitment and job satisfaction, and lower turnover intentions when both lateral
and vertical differences are minimized, that is, these individuals find themselves in situations
where they are similar to their work group, have a supervisor who is part of their ingroup, and
they constitute a majority in managerial positions. Further, it is expected that there will be a
reduction in commitment and job satisfaction and increases in turnover intentions when majority
members find themselves in units where they are not well represented in positions of power and
status (supervisor and managers). When the focus is on out-group members, higher commitment
and job satisfaction and lower turnover intentions are dictated by vertical comparison as higher
out-group representation in such positions sends a signal of the possibility of upward progress
(Chattopadhyay et al. 2004; McGinn & Milkman, 2013). Conversely, women and people of color
are more likely to endorse higher turnover intentions and lower levels of organizational

commitment and job satisfaction when they are in units where they are vertically dissimilar but
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laterally similar; such context would signal structural closure (Ibarra, 1992) and would suppress
opportunities for upward mobility, thus leading to turnover (McGinn & Milkman, 2013).
Therefore, we forward the following three-way interactions.

Hypothesis 2. There will be a three-way interaction between workgroup composition—
that is, the proportion of women and racial minorities—nominal characteristics (gender and
race), and (a) supervisor-subordinate similarity and (b) managerial composition—that is, the
proportion of women and racial minorities in managerial positions within each unit to predict
attitudinal outcomes (job satisfaction, organizational commitment, turnover intentions. The
nature of the relationship will differ based on status—that is, nominal characteristics. For men
and White members: They will report positive attitudinal outcomes when they are similar to their
unit as well higher organizational representatives and report negative attitudinal outcomes in
units where they are dissimilar to higher organizational positions. For women and racial
minorities: They will report positive attitudinal outcomes when they are dissimilar to their unit
and are similar to higher organizational representatives and report negative attitudinal outcomes
in units where they similar to their unit and are dissimilar to higher organizational
representatives.

Pertaining to diversity climate, the theoretical arguments shift from a competition and
comparison perspectives and orient the discussion around managing differences by creating a
superordinate identity—one that is shared by all members (Gaertner & Dovidio, 2000; Hewstone
et al., 2001). Organizations that are high on diversity/inclusive climate embed such ideology not
only into their formal systems (e.g., human resource practices), but also integrate it with the
social fabric of the organization (Groggins & Ryan, 2013). In such environments, organizational

identification increases because basic needs for belonging are satisfied (Shore et al., 2011). In a
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truly inclusive climate, “both minority and majority members feel that they belong and feel
respected such that resistance and conflict are minimized” (Shore et al., 2011; p. 1277). For
instance, Hothuis, van der Zee, and Otten (2012) found that when diversity climate was high, a
process was facilitated whereby employees from both majority and minority groups identified
with their own groups as well as their organization. Thus, environments that embrace uniqueness
as well as foster a shared identity should lead to the minimization of in-group/out-group
categorization processes that activate various status characteristics associated with different
groups. Thus, for both disadvantaged and advantaged groups, differences in attitudinal outcomes
will be pronounced in environments where diversity climate is low. Further, it is expected that
women and racial minorities will endorse lower levels of attitudinal outcomes in groups where
not only diversity climate is low, but they also constitute a larger proportion in their workgroup.
It follows that in such contexts (that is, high representation of women and racial minorities and
low diversity climate) would signal disparity, specifically the depletion of power at higher levels.
Such members might interpret this type of context as a place where there are fewer resources
afforded to diverse members and therefore fewer opportunities for upward mobility. In line with
this thinking, the following hypothesis is proposed.

Hypothesis 3. There will be a three-way interaction between workgroup composition—
that is, proportion of women and racial minorities— nominal characteristics (gender and race),
and diversity/inclusion in predicting attitudinal outcomes (job satisfaction, organizational
commitment, turnover intentions. The nature of the relationship will differ based on status—that
is, nominal characteristics. For men and White members: They will report lower attitudinal
outcomes in units where they are dissimilar from their workgroup and diversity/inclusion climate

is low. For women and racial minorities: They will report lower attitudinal outcomes in units
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where they are similar to their workgroup and diversity/inclusion climate is low.
Research Questions

Beyond our hypothesized predictions, there are several questions we seek to answer
given our conceptual model. First, it is evident that managers, given their positional standing
within the organization, have access to resources to execute certain objectives. Research has
highlighted that managerial diversity is related to the reduction of workplace inequality
(Huffman, 2013; Huffman et al., 2010). The question then becomes: Does a diverse management
group engender a positive diversity climate? Indeed, the literature on climate in general has
established that leaders play a significant part in the development and maintenance of various
climates (Ostroff et al., 2012). Thus, it is possible that managers with diverse backgrounds use
their resources in ways that foster an inclusive climate (Avery & McKay, 2010). From an
organizational demography perspective, then, diversity climate could further serve as a mediator
explaining why having managerial diversity is positively related to attitudinal outcomes
(Lawrence, 1997). Therefore, we explore the extent to which managerial diversity is positively
related to attitudinal outcomes indirectly through the facilitation of a positive unit-level diversity
climate.

Research Question 1. Does diversity/inclusion climate mediate the relationship between
managerial composition and attitudinal outcomes?

Second, when it comes to group functioning, there is a great deal of scholarly debate as
where organizations should expend their efforts for dealing with diversity. That is to say, which
perspective—composition versus diversity climate—is more impactful in terms of individual
outcomes as well as organizational effectiveness? The conclusion drawn from empirical work

exploring both of these perspectives is equivocal (See Hebl & Avery, 2012 for a summary).
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However, a second glance at the articles highlight possible limitations. First, most if not all the
articles examine distal outcomes that are at the unit or organizational level (Gonzales & DeNisi,
2009; McKay et al., 2008; 2009; 2012) which could suppress the true effects of composition and
climate. Second, little discussion surrounds composition and climate’s relative influence when it
comes to person-centered outcomes. Given that diversity is important because it affects
intergroup dynamics, one possible way to extend this conversation is to assess the relative
importance of unit-level attributes—workgroup and managerial composition, and diversity
climate—on attitudinal outcomes. Doing so will allow probing the question of what matters to
individuals; is it more diverse representation either at the workgroup and/or higher levels or is it
working in an environment that has a positive diversity climate or both? Thus, the following
research question will assess which predictor is more important for attitudinal outcomes using
multilevel dominance analysis (Luo & Azen, 2013).

Research Question 2. What is the relative influence of workgroup composition,
managerial composition, and diversity/inclusion climate on attitudinal outcomes?

In summary, we test our proposed model using two different samples. First, we examine
our model in the public sector setting; in this sample, we will not be testing hypothesis 2a
because such information was not gathered at the time of data collection. Second, we examine

our model in the private sector; in this sample, all aspects of the model were tested.
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SAMPLE 1: GOVERNMENT

Method
Participants and Procedure

Participants were employees who volunteered to complete an engagement survey as part
of a larger organizational initiative during 2012. The full dataset contained a total of 20,354 non-
management employees across 126 units representing various agencies. The majority of
participants were White (77.2 %) and women (58.2%). All racial minority employees were
grouped together because of the sensitivity surrounding these data. All age categories were
represented: (20.6% for 34 and under), (27.8% for 35-44), (30.7% for 45-54), and (18% for 55
and over). The majority of the participants were either on the job between 3-10 years (26.6%) or
10-20 years (32.2%). Because the research questions are focused on examining the effects of
group composition on individual attitudes, units that lacked clear intact groups were deleted from
further analyses. For instance, certain units were combined to represent entire agencies, thus
making it impossible to ascertain whether employees within that unit ever interact with each
other; this is critical for computing a meaningful workgroup composition score and the
subsequent interpretation of its effects. Given these constraints, we did not include data from
participants who clearly were not part of an intact unit (i.e., units where the members composed
of it interact with each other). The reduced dataset included responses from 5,986 participants
across 101 units (average unit size = 56 employees, SD = 85; SD is skewed because of few large
units'). The race and gender proportion remained relatively the same with White and women

employees comprising 79.3% and 58.4% of the reduced sample respectively

' We tested the extent to which the results would change as a function of deleting units with large
number of group members, defined here as units where there are more than 100 employees.
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Measures

Diversity Climate. Five items that captured diversity climate/inclusion were used by the
organization (see Appendix A). These items overlap with those used in the diversity climate
literature (Choi, 2013; McKay et al., 2007). Using the referent shift method, individual responses
to the five diversity climate items were aggregated to the unit-level (Chan, 1998). In order to
justify aggregation, three common statistical techniques were used: within-group agreement as
calculated by the r,,, and intraclass correlation (ICC) 1 and 2 (LeBreton & Senter, 2008). ry,
captures within-group agreement on the focal construct, diversity climate, with higher values
indicating stronger agreement. Aggregation is justified when ry, > .70 (LeBreton & Senter,
2008). ICC (1) provides information regarding the extent to which ratings of diversity climate
are shared by unit members. According to LeBreton and Senter (2008), a group effect of .01 is
considered small where an effect of .10 is considered medium. The authors point out that a group
effect of .05 is enough justification to aggregate to a higher level. ICC (2) captures reliability of
the group mean, and the recommended cutoff for aggregation is .70 or higher. The ry, was .68
(range = .22, .91) and the ICC (1) was .02 and ICC (2) was .53. These indices suggests that there
is moderate agreement between groups members in their ratings of diversity climate; however, a
small portion of the variance in diversity climate is at the group level and further, the groups
cannot be reliably differentiated in terms of average diversity climate (Bliese, 2000). Based on
these findings, there was not enough justification to aggregate to the group level. Therefore,
diversity climate was analyzed at the individual level. The internal consistency for this measure

was .86.

There were 15 such units. There was no difference in the pattern of relationships found across all
hypotheses.
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Composition Measures. For group diversity, we computed the percentage of women and
minorities in each unit. Similarly, we computed the percentage of women and minorities in the
managerial team of each unit. Consistent with relational demography, workgroup composition
captures the “normative demographic standard within the group (Riordan & Wayne, 2007; p.
568) and as such, the cross-level perspective will be used. This analytical perspective has been
shown to be a superior alternative to the Euclidean distance (D-score) approach (Joshi, Liao, &
Jackson, 2006; Sacco, Scheu, Ryan, & Schmitt, 2003; Tonidandel et al. 2008). Gender diversity
is defined as the proportion of women employees in each unit. Across all 101 units, women
comprised 58 percent (range = .00 to 1; variance = .05) of work group members. Managerial
gender diversity is defined as the proportion of women (i.e., non-White) managers in each unit.
Across all 101 units, women managers comprised 46.5 percent (range = .00 to 1; variance = .00)
of management positions. Racial diversity is defined as the proportion of minority (i.e., non-
White) employees in each unit. Across all 101 units, minorities comprised 20 percent
(range = .00 to .89; variance = .02) of work group members. Managerial racial diversity is
defined as the proportion of minority (i.e., non-White) managers in each unit. Across all 101
units, minority managers comprised 22 percent (range = .00 to 1; variance = .03) of management
positions.

Outcome Measures. For job satisfaction, three items were used (o = .66). For
organizational commitment, three items were used (o = .80), and for turnover intentions, a single
item was used (see Appendix A). The items in these measures, although not strictly coming from
specific validated measures, map onto the constructs under consideration. Such adaptations are
common in the diversity literature (Choi, 2013; Kaplan, Wiley, & Maertz, 2011; McKay et al.

2007).

34



Controls. Education was controlled because it is considered a formal status instead of a
diffuse status such as gender and race/ethnicity, which is the focus of this study (Chatman &
O’Reilly, 2004). We tested both individual education and group-level education diversity (as
measured by the Blau’s index) and only the group-level control was related to the outcomes.
Therefore, all subsequent analyses only used education diversity at the group-level.

Analytical Strategy: Applies to Both Studies

All hypotheses were examined using random coefficients modeling (RCM) with the
MPlus software package (Muthén & Muthén, 1998-2010). Below are some RCM models we
examined.

Model 1. Unconditional or Intercepts-Only Model
This model will test whether there is a non-independence issue by exploring the extent to which
variability exists within-and-between agencies/branches for the focal outcome variables. We use
turnover intentions as an exemplar.

Level-1 Model:

Turnover intentions;; = fy; + 1y,
Boi = The mean turnover intentions for each agency/branch
r; = The variability in turnover intentions within each agency/branch
Level-2 Model:
Boj = voo + ug;,
yoo = The grand mean for turnover intentions across all agencies/branches
ug; = The variability in turnover intentions between agencies/branches
Overall Model:

Turnover intentions;; = ypo + ug; + 7y
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Calculating the Interclass Correlation: Test the existence of non-independence, using
the following equation.
ICC =1/ (7" + 6°) = level-2 var. / (level-2 var. + level-1 var.)

After the establishment of between agency/branch variance on the focal outcome variables, we

will proceed with testing specific hypotheses. Below are examples of testing the three-way

interactions.

Hypothesis 2a: We use turnover intentions as an outcome.
Model. Cross-Level Model

Level-1 Model:
Turnover intentions;; = fy; + f1;*(Individual Demography;;) + B2*(Supervisor-
Subordinate Similarity;) + f3* (Individual Demography* Supervisor-Subordinate
Similarity;) + ry,
Level-2 Model:
Boi = voo + vor*(Group Diversity;) + uy;
Bii = vi0+ y1:*(Group Diversity;) + uy;
B2 =20 + y21*(Group Diversity;) + uy;
Bsi =30+ y3:*(Group Diversity;) + us;
Overall Model:
Turnover Intentions;; = ygp + yor* Group Diversity; + yo* Individual Demography;;+
yir*Individual Demography;;*Group Diversity; + y2g*Supervisor-Subordinate Similarity;;
+ y2r*Supervisor-Subordinate Similarity; * Group Diversity; + y3p*Individual
Demography*Supervisor-Subordinate Similarity;; + y3;*Individual

Demography*Supervisor-Subordinate Similarity;*Group Diversity; + ug; +
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ui*Individual Demography;;+ uy*Supervisor-Subordinate Similarity; + usz*Individual
Demography*Supervisor-Subordinate Similarity;; + r;
For hypothesis 2a, we are interested in whether the cross-level, three-way interaction is
significant (y3;). Hypothesis 2b and 3 mimic the model set forth for hypothesis 2a.
The following analyses will be for the two research questions.
Test of Research Question 1: We use turnover intentions as an exemplar.
Model. 2-2-1 Multilevel Mediation
Step 1: Establish the effect of managerial diversity on turnover intentions
Level-1 Model:
Turnover intentions;; = fy; + 1y,
Level-2 Model:
Boi = voo + yor*(Managerial Diversity;) + uy;
Step 2: Establish the effect of managerial diversity on diversity climate
Level -2 Model:
Diversity Climate; = ygo + yor*(Managerial Diversity;) + uy
Step 3: An integrated model
Level-1 Model:
Turnover intentions;; = fy; + 1y,
Level-2 Model:
Boi = voo + yor*(Managerial Diversity;) + yo.*(Diversity Climate;) uy;
Testing the mediation effect. A mediation effect is present when there is a significant decrease in
the coefficient associated with managerial diversity in step 1 of the mediation model as

compared to what is found for the same coefficient in the step 3 with the integrated mediation
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model (Zhang, Zyphur, & Preacher, 2009). The Sobel (1982) test of significance will be used to
test whether the product of the two coefficients ([Step-1yy,] * [Step-3ys,]) is indeed a mediating
effect. This analysis can be executed using the Model Constraint function in Mplus.

Test of Research Question 2:

Luo and Azen (2012) forwarded a way to conduct dominance analysis within the
multilevel framework. In this methodological paper, they articulate all the various ways
predictors of interest can be assessed in terms of their relative contribution to the overall
explained variance in the outcome. Of interest to this study is the relative contribution of level-
two variables, mainly group diversity, managerial diversity, and diversity climate in predicting
(1) the mean for the attitudinal outcomes in each unit, as well as (2) predicting individual scores
for each attitudinal outcome. These two questions will be tested using Snijder and Bosker (1994)
representation of pseudo-R’, which captures the effect size of a proposed multilevel model. To
test the first question, the Pseudo- R equation for level-two will be used because we are
interested in predicting the attitudinal mean score for each unit. The Pseudo—- R; equation for

predicting the mean scores in level-2 is,

pseudo—R} =1- [—

where o7 is the level-1 variance component, 7° is the level-2 variance component, and 7 is the
unit size, and in our case because we have unequal unit sizes, we will use the harmonic mean

instead, which is computed as J , where n; is the sample size of j¢4 unit and j is

J
1
A
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the number of units. The denominator in the equation pertains to the nu/l model where there are
no predictors. As such, with this equation, we can assess the change in the Pseudo-R; as a
function of adding predictors. Any change in Pseudo- R; would suggest additional explanation
in the unit-level mean scores in the attitudinal outcomes (Lau & Azen, 2012). Moving forward,
in order to test our second question, the Pseudo- R} equation for level-one will be used because

we are interesting in predicting individual attitudinal scores. The equation is as follows,
2
(o’2 +T )

5 '
(()'md! + Tnull )

where the only difference in this equation is that we are not taking into account the average unit

pseudo—R? =1

size because we are not interested in predicting unit-level attitudinal means. In this case, the
Pseudo- R’ will capture any change that is produced by adding an additional predictor, and thus
will be informative in that we will know how much additional variance in individual scores are
explained by adding that specific predictor. Therefore, in both of these analyses, given that we
have three predictors, we have a total of six different dominance analysis combinations (i.e., 3!).
After modeling all the different combinations, the overall average of the contributions for each
predictor will be calculated, thus giving us an idea of the general dominance of the three
variables in predicting unit-level and individual scores of attitudinal outcomes (Lau & Azen,
2012).

Results

See Table 2 for means, standard deviations, and correlations for sample 1 variables. Of
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note, Table 2 shows that women employees reported higher organizational commitment
(r=.07, p<.01) and lower turnover intentions (» = -.04, p<.01) than men. Minority employees
reported lower diversity climate (r = -.16, p<.01), lower job satisfaction (» = -.06, p<.01), and
higher turnover intentions (» = .07, p<.01). Groups that were more gender diverse reported
higher job satisfaction ( = .04, p<.01) and organizational commitment (» = .07, p<.01), whereas
groups that were more racially diverse reported lower diversity climate (r = -.04, p<.01) but
higher organizational commitment (» = .03, p<.01). Finally, diversity climate was positively
related to job satisfaction ( = .65, p<.01) and organizational commitment (» = .64, p<.01) and
negatively related to turnover intentions (» = -.32, p<.01).

Test of Hypotheses

Before testing the hypotheses, we began with an intercept-only model for all three
outcomes: job satisfaction, organizational commitment, and turnover intentions. The ICC
coefficients were .02, .03, .01 for job satisfaction, organizational commitment, and turnover
intentions, respectively. This suggests that the majority of the variance in the attitudinal
outcomes is occurring at the within-unit level.

Hypothesis 1 stated that men and White employees would be more committed, report
higher job satisfaction, and lower turnover intentions in demographically similar group contexts
than women and racial minority group members. For gender, there was no significant interaction
between gender and gender diversity on job satisfaction (B = .15, n.s.), organizational
commitment (B = .09, n.s.), or turnover intentions (B = -.21, n.s.). For race/ethnicity, there was
also no significant interaction between race/ethnicity and racial diversity on job satisfaction
(B =-.05, n.s.), organizational commitment (B = .06, n.s.), or turnover intentions (B = .07, n.s.).

Therefore, Hypothesis 1 was not supported (see Table 3, 4, 5, for additional information when
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the outcomes are job satisfaction, organizational commitment, and turnover intentions,
respectively).

Hypothesis 2b proposed a three-way interaction between nominal characteristics (gender
and race/ethnicity), gender and racial diversity, and managerial gender and racial diversity (for
this sample, there was no supervisor demographic information therefore we did not test
Hypothesis 2a). For gender, the three-way interaction between gender, gender diversity, and
managerial gender diversity was not significant for job satisfaction (B = -.16, n.s.), organizational
commitment (B = -.00, n.s.), or turnover intentions (B = -.26, n.s.). For race/ethnicity, the three-
way interaction between race/ethnicity, racial diversity, and managerial racial diversity was not
significant for job satisfaction (B = -.34, n.s.), organizational commitment (B = -.28, n.s.), or
turnover intentions (B = -.63, n.s.). The only significant two-way interaction was between racial
diversity and managerial racial diversity in predicting turnover intentions (B = 1.36, p<.05). As
shown in Figure 3, there was a positive relationship between racial diversity and turnover when
managerial diversity was high and a negative relationship when managerial diversity was low.
Further, simple slopes analyses indicated that when managerial racial diversity was high, racial
diversity was marginally related to turnover intentions (B = .38, p = .07) but when managerial
racial diversity was low, racial diversity was not related to turnover intentions (B = -.16, n.s.).
Therefore, Hypotheses 2b was not supported (see Table 3, 4, 5 for additional information).

Hypothesis 3 proposed a three-way interaction between nominal characteristics (gender
and race/ethnicity), gender and racial diversity, and diversity climate. For gender, the three-way
interaction between gender, gender diversity, and diversity climate was not significant for job
satisfaction (B = -.05, n.s.), organizational commitment (B = -.05, n.s.), or turnover intentions

(B =.19, n.s.). For race/ethnicity, the three-way interaction between race/ethnicity, racial
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diversity, and diversity climate was significant for job satisfaction (B = .27, p<.05). Figure 4
illustrates the nature of the interaction. Majority employees reported lower job satisfaction when
they are in units where diversity climate is low, and higher job satisfaction in units where there is
a positive diversity climate and racial diversity is low. Similar to the Majority group, minority
employees reported lower job satisfaction in units where there is a less positive diversity climate
and higher job satisfaction in units where there is a positive diversity climate and racial
composition is low. Because of the binary nature of the independent variable, we did not test for
simple slopes.

However, the three-way interaction between race/ethnicity, racial diversity, and diversity
climate was not significant for organizational commitment (B = .07, n.s.) or turnover intentions
(B =.14, n.s.). We did find, however, significant two-way interactions. First, there was a
significant interaction between diversity climate and racial diversity on job satisfaction
(B =-.48, p<.05). As shown in Figure 5, high (vs low) racial diversity matters for job satisfaction
when individuals perceive low diversity climate, but the opposite is true when individuals
perceive a positive diversity climate. Simple slopes analysis indicated that the positive
relationship between diversity climate and job satisfaction is significant at both high
(B=.75, p<.01) and low (B = .87, p<.01) levels of racial diversity. Second, there was a
significant interaction between race/ethnicity and diversity climate on organizational
commitment (B = -.06, p<.01). As shown in Figure 6, across both minority and majority
employees, organizational commitment was higher when individuals perceived higher (vs.
lower) diversity climate. However, inconsistent with prediction, majority employees reported
lower organizational commitment than minority employees when individuals perceived lower

diversity climate. Because of the binary nature of the independent variable, we did not test for
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simple slopes. Therefore, Hypotheses 3 was partially supported (see Table 3, 4, 5 for additional
information).
Test of Research Questions

Research question one focused on testing whether managerial diversity with respect to
gender and race/ethnicity has indirect effects on the attitudinal outcomes via its effect on
diversity climate. Initially, this was conceptualized as a 2-2-1 model whereby the managerial
diversity and diversity climate were at the unit level and the outcomes were at the individual
level. However, because there was not sufficient evidence that diversity climate was a group
level variable, we changed the model to a 2-1-1 model. Essentially the model works the same as
the previous 2-2-1 model in the sense that what the mediation effect represents is a between-unit
effect. This is because at least one of our variables is at the between-unit level, in this case,
managerial diversity. Therefore, any mediation effect that is going to occur is going to happen at
the between-unit level irrespective of whether the mediating and outcome variables are at the
within-unit level (see Preacher et al. 2010 for a conceptual and mathematical explanation).
Similar to the testing of our hypotheses, we controlled for education diversity for both when
diversity climate was the outcome and when attitudinal variables were the outcomes. The
relationship between managerial diversity and diversity climate was not significant (for gender:
[B =-.03, n.s]; for race/ethnicity: [B = .06, n.s], therefore failing to establish the link necessary to
test for indirect effects. For thoroughness, we report the indirect effects for all three outcomes in
Table 6.

Research question two focused on testing a multilevel dominance analysis in order to
establish the relative importance of the three unit-level variables, group diversity, managerial

diversity, and diversity climate on the attitudinal outcomes. Because managerial and group
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diversity did not predict the attitudinal outcomes (see Table 3, 4, 5 for outcomes job satisfaction,
organizational commitment, and turnover intentions, respectively) and diversity climate was not
analyzed at the unit level, this research question was not examined in this sample.

In sum, most of the hypotheses in our model were not supported (see Table 12 for an

overview). Next, we replicate the examination of our model using a private sector sample.
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SAMPLE 2: REGIONAL BANK

Method
Participants and Procedure

The sample consisted of 592 customer service units of a bank that operates in
Midwestern and Eastern US states. There were a total of 6,254 participants who responded to the
2012 engagement survey. The majority of participants were White (83.4%) and female (72.5%).
Participants varied according to their organizational tenure: less than a year (17.5%); 1-2 years or
less (28%); 3-5 years (15.5%); 6-10 years (15.2%); 11-15 years (11.1%); and 16 years or more
(12.8%). The average unit size was 10.56 (SD = 48; the standard deviation is skewed because of
a few large units®).
Measures

Diversity Climate. Five items that captured diversity climate/inclusion were used by the
organization (see Appendix A). Similar to sample 1, we calculated ryg, ICC (1) and ICC (2) in
order to justify aggregating diversity climate to the group level. The ry, was .81 and the ICC (1)
was .04 and ICC (2) was .31. These indices suggests that there is strong agreement between
groups members in their ratings of diversity climate; however, a small portion of the variance in
diversity climate is at the group level and further, the groups cannot be reliably differentiated in
terms of average diversity climate. Based on these findings, there was not enough justification to

aggregate to the group level. Therefore, diversity climate was analyzed at the individual level.

* We tested the extent to which the results would change as a function of deleting units with large
group members, defined here as units where there are more than 15 employees; there were 31
such units. The rest of the units, 561, accounted for 95 percent of the units and 47 percent of the
total sample size. There were no differences from the current findings, except when the outcome
was turnover intentions. In this particular case, the significant three-way interaction between
race/ethnicity, racial diversity, and supervisor-subordinate race similarity was not significant.
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Internal consistency for this measure was .78.

Composition Measures. The procedure for creating group diversity and managerial
diversity was the same as for sample 1. For gender diversity, women comprised 73 percent
(range = .00 to 1; variance = .03) of work group members. For managerial gender diversity,
women managers comprised 44 percent (range = .00 to 1; variance = .08) of management
positions. For racial diversity, minorities comprised 16 percent (range = .00 to 1; variance = .03)
of work group members. For managerial racial diversity, minority managers comprised
7 percent (range = .00 to 1; variance = .02) of management positions. In addition, because this
dataset had supervisory information, we created a supervisor-subordinate similarity variable.
Specifically, we created two binary variables, one for gender and one for race/ethnicity.
Demographic similarity with supervisor was coded as 1, and dissimilarity was coded as 0. The
majority of the sample was similar to their supervisor in both gender (65 percent; SD = .47) and
race/ethnicity (77 percent; SD = .42).

Outcome Measures. For job satisfaction, three items were used (o = .83). For
organizational commitment, three items were used (o =.77), and for turnover intentions, a single
item was used (see Appendix A).

Controls. Similar to Sample 1, age and tenure, were controlled at both levels and unit
size was controlled at the unit-level. Having these controls in the model did not change the
observed pattern of relation; therefore, we present findings without them.

Results

See Table 7 for means, standard deviations, and correlations for sample 2 variables. Of

note, Table 7 shows that women employees reported lower diversity climate (» = -.06, p<.01),

higher job satisfaction (» = .03, p<.01) and lower turnover intentions (» = -.05, p<.01). Minority

46



employees reported lower diversity climate (= -.10, p<.01), lower job satisfaction
(r =-.04, p<.01), lower organizational commitment (» = -.04, p<.01), and higher turnover
intentions (r = .06, p<.01). Women employees who were similar to their supervisor in terms of
gender reported lower organizational commitment (» = -.03, p<.01), whereas employees who
were similar to their supervisor in terms of race/ethnicity reported higher diversity climate
(r=.08, p<.01)