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Abstract

Purpose — Our study examines the influence that employee diversity has
on human resource management (HRM) practices and organisational
performance, considering the moderating role of organisational culture,
in particular, cultural dimensions such as individualism—collectivism

and hierarchical distance.

Design/methodology/approach — Through an empirical investigation
of 102 Spanish firms using partial least squares-structural equation
modelling (PLS-SEM), we evaluated our hypotheses.

Findings — Our results show a positive correlation between employee
diversity and HRM practices where such practices encourage employee
commitment rather than control. Thus, we identified a non-linear

relationship between HRM practices and organisational performance.

Originality/value — The study considers the role played by
environmental and contextual factors, such as organisational culture.
The configuring of HR practices may help to reduce the possible costs
derived from a diverse staff and improve their skills in favour of better

organisational performance.

Keywords — Employee diversity, HRM practices, individualism-

collectivism, hierarchical distance, organisational performance

Review of Business
Management

DOI: 10.7819/rbgn.v20i3.3303

378]

|
@ ® Rev. Bras. Gest. Neg. Sdo Paulo v.20 n.3 jul-set. 2018 p.378-400




How to improve firm performance through employee diversity and organisational culture

I Introduction

Researchers have devoted much effort
in recent years to studying the relationship
between human resource management (HRM)
and organisational performance, and a particular
case of this relationship, which is the focus of
this study, is when a firm’s human resources
(HR) are characterised by diversity in terms of
demographic characteristics (gender, age, race or
nationality) (Knippenberg & Schippers, 2007)
and/or human capital (education, functional
speciality, length of service in the organisation or
in the position) (Triguero-Sdnchez, Pena-Vinces,
Gonzalez-Rendon & Sénchez-Apelldniz, 2012).

Though the literature shows that human
resource diversity can have positive effects on
the success of organisations (i.e. Chatman &
Flynn, 2001; Chattopadhyay & George, 2001),
there is no consensus regarding the effects of
this heterogeneity and even the very concept of
diversity is not exempt from discussion. Some
studies (i.e. Knippenberg & Schippers, 2007)
have shown that the types of diversity — functional
and demographic — do not by themselves explain
their effects on the performance of work groups
or of the organisation (Triguero-sinchez, Pefa-
Vinces & Sdnchez-Apelldniz, 2011). Moreover,
the idea that there is a straightforward and direct
relationship between diversity and performance
has been questioned. More attention to the
intermediate variables in this relationship, such
as human resource practices and other contextual
variables, has been demanded (i.e. Malik,
Waheed & Malik, 2010; Richard, Murthi &
Ismail, 2007). Diversity models must, therefore,
include environmental variables/factors that can
explain the process (Martin-Alcizar, Romero &
Sdnchez-Gardey, 2011; Shore & Coyle-Shapiro,
2003). It has also been stated that dimensions of
organisational culture (Hofstede, 1980, 1994)
and/or organisational climate (Bowen & Ostroff,
2004) provide a solid base for these kinds of
studies.

Therefore, our research has a double aim.

On one hand, it shows how diversity among

employees and conditions of the HR system
influence organisational performance, taking
contextual variables into account. On the other
hand, as a second aim, with the same importance
as the first, we assess the moderating effect of the
cultural dimensions of individualism—collectivism
(IC) and hierarchical distance (HD). This
moderating impact may affect the relationship
between HRM practices and performance.
We must consider that the relevance of these
dimensions is derived from studying organisational
culture (Hofstede, 2001) and, especially, studies
that aim at fostering employee commitment and
organisational performance relationships. These
relationships are evaluated from a perspective
linked to social exchange theory (SET) (Bordia,
Restubog, Bordia & Tang, 2017; Cropanzano &
Mitchell, 2005; Martin-Alcédzar et al., 2011; Shore
& Coyle-Shapiro, 2003). Lastly, this work also
contributes to the measurement of organisational
performance from a non-financial perspective. In
other words, we assess organisational performance
in terms of employees’ and managers’ perceptions
of their organisations’ achievements.

Our research is structured as follows.
First, the fundamental concepts are addressed,
considering the relationship between HR diversity
and organisational performance. The possible
moderating effects of IC and HD cultural
dimensions are studied through the mediation
of HRM. The key findings are provided after an
analysis of the results, addressing the limitations of
this paper, followed by the new research lines that

emerge and the implications for management.

2 Theoretical Framework and
Hypotheses

Studies that focus on employee diversity
have mainly centred on differences in gender,
age, race, the nationality of origin, educational
level, functional background and length of
service (Milliken & Martins, 1996; Sujin, 2005).
Whatever diversity variable is analysed, the
intention is to explain how the differences between

the members of a work team affect its performance
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(Knippenberg & Schippers, 2007). Studies on this
matter from the fields of social psychology and
management deal with the impact of diversity on
business success (Prieto, Phipps & Osiri, 2009).
The similarity-attraction paradigm, along with the
social categorisation perspective (Tziner, 1985),
show that homogeneous groups or teams are
probably more productive than heterogeneous
ones due to the mutual attraction between
members with similar characteristics (Wiersema
& Bantel, 1992). Cognitive diversity theory (Cox
& Blake, 1991) and the information/decision-
making perspective, however, emphasise the
benefits of diverse work groups and, in particular,
the breadth of opinions and outlooks that they
generate (Knippenberg & Schippers, 2007), as
well as their actions and results (Hambrick &
Mason, 1984). The way employees interpret and
use information is influenced by their cognitive
diversity (Dahlin, Weingart & Hinds, 2005)
and has been related to a broader vision of the
organisation and greater response capacity, as well
as fostering debate and participation (Pitcher &
Smith, 2001).

In the management field, the benefits of
diversity include greater creativity, innovation
and problem-solving capacity (Cox & Blake,
1991; Hambrick, Cho & Chen, 1996). From
the resource-based view, this has been regarded
as a source of competitive advantage (i.e. Barney
& Wright, 1998). Thus, an organisation’s
growth and its success are limited/propelled by
the deployment of its resources to achieve new
and innovative forms of advantage over the
competition (Paauwe, 2004). In this vein, Richard
et al. (2007) show that a diverse workforce in
organisations indirectly influences performance,
generally showing its effects through HR practices
(Triguero-Sdnchez et al., 2011).

For many of those who study HRM,
diversity among employees is an essential element
since it affects the level of knowledge, adeptness
and skills they contribute to their organisations.
At the same time, HRM systems can positively

influence employee attitudes and behaviour by
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improving the work atmosphere (Richard &
Johnson, 2001), thereby enhancing performance
(Bowen & Ostroff, 2004). HRM practices affect
organisational performance through their effect
on employee development and behaviours. These
practices determine the type of employees who
are selected, the skills and motivation of the
employees, and the opportunities and incentives
they have to design new and better ways of
doing their jobs (Moideenkutty, Al-Lamki &
Rama Murthy, 2011). The common theme
in the literature that relates human resource
management with business results places emphasis
on the use of systems that can achieve a possible
source of competitive advantage. In this sense,
HRM practices could be a good system by which
to provide a competitive advantage for a firm
(Triguero-Sdnchez etal., 2011, 2012). Therefore,
these aspects must be considered when designing
and implementing an HRM system (Richard
& Johnson, 2001). Among the approaches
concerning the configuration of HR policies and
practices, for our study we have preferred a social
exchange perspective (Cropanzano & Mitchell,
2005) that underlines reciprocal interdependence
in which ‘one party’s actions are contingent on
the other’s behaviour’ (Blau, 1964; Bowen &
Ostroff, 2004; Cropanzano & Mitchell, 2005).
This approach indicates that different components
must be appropriately aligned with each other
to achieve the performance that organisations
wish for (Hartman & Moers, 1999), and its
effectiveness depends significantly on contextual
and environmental characteristics (Bowen &
Ostroff, 2004).

Furthermore, the literature suggests that
the composition of work groups must ensure
suitable skills as well as creating mechanisms to
stimulate and motivate the workers. This work
system would allow employees to contribute,
through their individual and collective efforts,
to securing the organisation’s results (Triguero-
Sdnchez et al., 2011). Arguments founded on
the ability—motivation—opportunity theoretical
approach (Boxal & Purcell, 2003) enable the set
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of HR practices to be defined and structured.
According to Coyle-Shapiro, Morrow and
Kessler (2006), SET provides a sufficient basis for
understanding the relationship between employees’
work and their commitment, from various points
of view. According to Golparvar and Javadian
(2012), the individual-organisational perceptions
of justice or injustice that predict individual
behaviour are derived from this. That is, the
exchange relationships are likely derived from the
belief of the employee, in which unfair rules will
lower the level of commitment to the organisation
(Bordia et al., 2017). These arguments are also
supported by the contingency approach to HRM,
as it focuses more on commitment than on mere
compliance (Alcdzar, Ferndndez & Gardey, 2005).
Our study is also based on social exchange theory
inasmuch as it focuses on employee commitment
(Cropanzano & Mitchell, 2005). Despite the
difference in this theory (i.e. Coyle-Shapiro &
Conway, 2004), there is broad agreement that
interactions between group members inevitably
force them to relate to each other (Coyle-Shapiro
& Conway, 2004). This approach implies that
the exchange of tangible and intangible resources
is ruled by norms of reciprocity (Gouldner,
1960) and the underlying assumptions (Hatch
& Cunliffe, 2006) that guide behaviour in such
a way that one person feels obliged to return
favours received from another person. In the long
term, this becomes a mechanism of reinforcement
between them. This theory has had a special
influence on ‘individual-organisation’ relations in
that it supports HRM, which seeks commitment
from employees by favouring their integration
in the firm and the achievement of aims (Guest,
Michie & Conway, 2003; Kirkman & Shapiro,
2001). From this perspective, HR practices can
be classified by their orientation, either seeking
to control employees or their commitment to the
organisation (Richard & Johnson, 2001). This
argument is strengthened by Bowen and Ostroft
(2004). They indicated that HRM systems must
integrate their content (practices and policies)

with their processes (e.g. through commitment)

to be efficient. Furthermore, the participation
of workers in their group’s decisions, the search
for agreement between them and the avoidance
of interpersonal conflicts require management
systems that allow open discussions of their
points of view, especially if they differ (Bowen
& Ostroff, 2004). The management of diverse
employees will be more efficient in promoting
their commitment to the company, while these
employees will feel more integrated and highly
regarded by the organisation (Triguero-Sdnchez et
al., 2012). This way, cohesion and communication
between employees and their working groups
are strengthened, which should improve the
quality of their decision-making processes
and, consequently, lead to improvements in
production processes (McMillan-Capehart,
2005). Improvements that tend to remain over
time (Muchiri & Ayuko, 2013) may be moderated
by contextual and cultural elements (Richard et
al., 2007). To sum up, there is a broad consensus
on the benefits that are generated by enhancing
the commitment of employees to their work teams
and their organisations. From this perspective, our
model seeks to explore HR policies that mediate
in the ‘diversity-performance’ causality chain
through HRM practices geared towards employee
commitment (see Figurel).

Considering the above, we set forth the

following hypotheses:

Hypothesis 1A (+): Greater diversity
among the employees of an organisation will
positively influence HRM practices that boost

employee commitment.

Hypothesis 1B (+): HRM practices that
foster employee commitment will positively

influence the performance of an organisation.

The moderating variables can be situated
in the HRM practices—performance relationship
from a superior order perspective (Ferris, Arthur,
Berkson, Kaplan, Harrell-Cook & Frink, 1998)

and refer to the role of the organisation’s structure
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and culture. Their name is a reference to the social
structures that cannot be reduced to a mere sum
of the perceptions of those that make up the
organisation (Bowen & Ostroff, 2004). From this
view, culture can function as a background to the
HRM system and as a mediator of its link to the
firm’s performance (Denison, 1996).

Jaques (1951) defined firm culture as the
usual and traditional way of thinking and doing
things. A firm’s culture is, to a greater or lesser
degree, shared by all its members and has a high
impact on HR policies and the HRM system
as a whole, determining acceptance of the rules
and forms of learning (Pheng & Yuquan, 2002).
Founders’ and leaders’ values will inspire the
practices of their employees, moderating and/
or conditioning them. This is why culture is
especially important for our model (Knippenberg
& Schippers, 2007; Martin-Alcédzar et al., 2011;
Shore & Coyle-Shapiro, 2003), and in this vein,
recent studies consider that the processes and
factors that mediate between HRM practices
and performance must be investigated. The
cultural dimensions (Hofstede, 1980) researchers
have paid most attention to are individualism—
collectivism (IC), corresponding to the essential
aspects of behaviour in the organisation, and
hierarchical distance (HD), which expresses
differences in status and power, due to their
close relationship with decision-making and
communication efficiency (Jackson, 2002; Lam,
Chen & Schaubroeck, 2002) and, consequently,
their importance in the HRM system. Along the
same lines, Fischer and Mansell (2009) argued
in favour of the existence of a relationship
between employee commitment and IC and HD
dimensions. Therefore, IC and HD are the two
moderating variables in this study.

2.1 Individualism—collectivism in the
organisation

IC, considered as opposite poles of the
same culture dimension, are defined as the
individualism that belongs to societies in which the
link between people is slight, and the collectivism,
as an opposite reality, that characterises societies

in which people are integrated from their birth in
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strong and united groups which will continue to
protect each other in exchange for unquestionable
loyalty (Hofstede, 1994).

Therefore, the degree of IC prevailing in an
organisation’s culture will affect the relationship
between individuals and the organisation
they work for (Triguero-Sdnchez et al., 2011),
employees’ attitudes and their behavioural
intentions through their perception of the level
of fairness (Ramamoorthy & Flood, 2002) and
the team’s loyalty and its pro-social behaviour
(Ramamoorthy & Flood, 2004). If a high degree
of collectivism characterises an organisation, the
employees will seek to maintain harmonious
relationships in the group even though they do
so at the expense of sacrificing the completion
of tasks. They will prefer cooperative approaches
such as negotiation, mediation and consensus
in resolving conflicts (Triandis, Bontempo,
Villareal, Asai & Lucca, 1988). Along these lines,
Kirkman and Shapiro (2001) detected a positive
relationship between the prevalence of cultures
with high collectivism and their members’ level of
satisfaction, as well as greater commitment to their
organisations. This affects the social atmosphere
and, therefore, results (Pan, French, Goldschmidt
& Song, 2006). Jackson (2002) also found a
positive relationship between predominant
collectivism in an organisational culture and
practices geared towards secking employee
commitment. In our case, it is of interest to know
if the HRM practices—performance relationship is

moderated by the cultural dimension (IC).

Therefore:

Hypothesis 2A (+): Higher collectivism
among the employees of an organisation will
Javour (positively moderate) the influence
of HRM practices on organisational

performance.

2.2 Hierarchical distance in the
organisation

Hierarchical distance (HD), also known

as power distance, refers to the degree to which

foucn

Rev. Bras. Gest. Neg. Sdo Paulo v.20 n.3 jul-set. 2018 p.378-400



How to improve firm performance through employee diversity and organisational culture

people expect the differences in status between
subordinates and superiors to be emphasised.
In organisations marked by a high HD, distinct
differences will be expected that represent the
existing inequality (Hofstede, 1980). Therefore,
those in which power is distributed unequally
tend to be accepted. HD is determined by the
organisational structure, the participation of
people in decision-making, the characteristics
of the communication processes and the
particularities of the firm’s employees. These
establish the guidelines for the relationships and
conflicts that emerge in the heart of the company.
Jiing-Li, Niara and Jian (2007) showed that a
lower HD between the members of work groups
helps to improve their performance and that of
the organisation. When a high HD prevails, the

manager fulfils the role of an autocratic boss who

strongly relies on set rules (Bu, Craig & Peng,
2001) and the subordinate expects to be told what
to do (Pheng & Yuquan, 2002). Relationships
between superiors and subordinates are highly
formal, resulting in strictly differentiated roles
which are likely to generate paternalistic attitudes
and polarised (very positive or very negative)
feelings. In brief, as with IC, HD must be
considered in the design of the practices, as they
can influence the HR practices—performance
relationship (Triguero-Sdnchez et al., 2011).
Therefore:

Hypothesis 2B (-): A greater hierarchical
distance between an organisations employees
will negatively moderate the impact of HRM

practices on organisational performance.

Figure 1. The proposed theoretical model.

3 Method
3.1 Sample and data collection

The process followed to complete the
questionnaires is supported by the HRM scientific
literature (Guest et al., 2003). Regarding the unit
sample, the questionnaires were answered by
the managers of HR, chairs of HR and general
directors.

The relevant people in each company were
phoned, during which time they were assured of

the relevance of taking part in the study and also

Hierarchical
distance
H2B-
Employees’ RM . Organisational
dip ryi " H practices > egrformance
versity HIA+ P
HIB+ oA+
Individualism/
colectivism

of its usefulness. If so required, we committed to
sending them the results of the research. They were
also assured that the information would be dealt
with confidentially, globally and anonymously.
Finally, we highlighted the importance of the
suggestions that the interviewees proposed to
us and our gratitude for their participation. All
these aspects were emphasised in the introductory
letter which was later sent along with the
questionnaire and a prepaid envelope for return
upon completion.

The companies were selected from the
IBAS (Iberian Balances Analysis System) (SABI
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2009 in Spanish) database. Among the registered
companies, 1,300 had between 100 and 2,000
employees, according to the data registered in
2007, and 1,169 were founded before 2003.
The resulting population was 902 companies,
which offered a well-balanced representation of
all productive sectors. In addition to verifying the
data collected from the IBAS database with each
organisation, a total of 103 questionnaires were
returned in different forms: via email, post, online
survey (web survey) and personal interviews
in organisations. This represents a reply rate of
11.42%.

The low reply rate is because our research
population was obrtained exclusively from the
IBAS database. For a firm to be part of the study it
had to fulfil the following requirements: at least 30
employees; a minimum of seven years operating
in the market; the geographical location had to be
within the Andalucia region of Spain; and it had
to have an HR manager. Thus, once the selection

criteria were applied, the sample size was reduced.

Our sample is representative of the population of
study (IBAS database), which makes it adequate
and appropriate to examine the moderating effect
of HD on the HRM practices—OP relationship.

Concerning the nature of the companies,
93% belonged to the private sector and the
remainder to the public sector — in other words,
they belonged to the Spanish government.

The information at this stage of the
investigation was examined using the partial
least squares-structural equation modelling (PLS-
SEM) methodology (Chin, 2003) and SPSS v. 20
(IBM Corp. 2013). This consists of evaluating a
model in two stages (measurement model and
structural model). The PLS-SEM procedure has
gained interest and has been applied by researchers
in recent years (Chin, 1998; Real, Leal & Rold4n,
20006).

The following tables (Tables 1 and 2)
summarise the descriptive statistics of the unit

of analysis.

Table 1

The survey’s technical data
Population size 902 Firms
Universe HR directors and CEOs
Place of study Andalucia (Spain)

Sampling method de la information

Sample size

Survey: via email, postal survey and personal interviews

102 surveys (discounting those that were ineligible and/or incomplete)

Time period June 2009 to October 2009

Table 2

The sample’s statistical characteristics
Characteristics N Minimum Maximum Mean SD
Years of operations 97 7 86 20.90 12.28
Number of employees 102 30 1,720 218.03 265.59
Total assets (last three years) in euros 102 327,393 416,598,667 37,051,984 65,657,472

Note. SD: standard deviation, /V: this refers to the number of firms

384
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3.2 Measures

The literature was consulted to obtain
a reliable measurement, using tools broadly

validated and verified in previous investigations.

3.2.1 Measures of HRM practices and
measures of cultural dimensions

The variables used to measure HR practices
are supported in the existing literature using Guest
etal.’s (2003) measuring items, with a seven-point
Likert-type scale (1 = low commitment and higher
control, 7 = high commitment and low control).
Aspects such as personnel recruitment, training,
evaluation, job flexibility, job design, level of
communication, job stability, equal opportunities
and HRM quality were measured. These aspects
provide information on the orientation of the
HR strategies in the companies studied, following
Guest et al. (2003), which satisfies some of the
Meyer and Allen’s (1997) recommendations.

3.2.1.1 Cultural dimensions variables

Measures of individualism—collectivism
and hierarchical distance were derived from Baker,
Carson and Carson’s (2009) adaptation of the
scale proposed by Dorfman and Howell (1988)
using a seven-point Likert-scale, where 1 = fully
disagree and 7 = fully agree. We assume that if
there is a high level of collectivism in the company,
there is little or no individualism. Six items were
used for each of the dimensions analysed, and
the statements were of the kind: ‘Group success

is more import than individual success’.
3.2.2 Measure of employee diversity

Although the previously analysed literature
shows there is an extensive range of measures
to evaluate demographic and human capital
diversity, this research measured aspects related to
age, gender, race and nationality. In the human
capital factors, aspects connected to the level of
education, the level of specialisation, seniority in
the organisation and seniority in the workplace

were measured. Levie’s (2006) tests were used to

validate demographic factors. The measurement
scale developed by Boone, Olffen, Witteloostuijn
and Brabander (2004) and confirmed by
Cannella, Park and Lee (2008) was used to
evaluate human capirtal factors. We asked for the
approximate percentage in each category. For instance, in
the case of age, we asked for an approximate proportion
of employees under 36 years old.

These measures have been incorporated
into the diversity construct by Blau’s index of
heterogeneity — broadly accepted in social and
behavioural sciences (Gibson, Waller, Carpenter
& Conte, 2007; Richard, Barnett, Dwyver &
Chadwick, 2004). The following expression
represents Blau’s index (1977):

[=1-) P’

where P is the proportion of people in each
category studied and 1’ is the number of categories
observed (Gibson et al., 2007; Richard et al.,
2004), while each factor of diversity is an item of
the diversity construct. In short, this construct was
measured using six items, from age to employee

length of service (see full items in the appendix).

3.2.3 Measure of organisational
performance

The relationship between HRM and
organisational performance (OP) is based on
two key arguments. The first considers this
as a source of competitive advantage (Barney,
1991); the second that its efficiency depends
on the application of HR practice management
systems. Bontis, Hulland and Crossan’s (2002)
measurement scale was used to measure OP.
Therefore, following Nonaka’s (1994) theoretical
proposal, OP was measured at the individual
level, group level and at the level of the whole
organisation. This measurement scale, introduced
by Bontis (1999) and continued by Bontis et al.
(2002), has become very popular among academics
(Triguero-Sdnchez etal., 2011). We emphasise this
in the use of a seven-point Likert-scale, in which 1

= fully disagree and 7 = fully agree.

| 385

Rev. Bras. Gest. Neg. Sdo Paulo v.20 n.3 jul-set. 2018 p.378-400

Omonk



Rafael Triguero-Sanchez / Jests Pefia-Vinces / Jorge Guillen

3.2.4. Measures of control variable

According to the literature on performance
measurement, almost all studies that assess OP
regarding some aspect of organisations always
use control variables, and this has two critical
foundations. Firstly, the objective is to obtain a
‘parsimonious model’, and secondly, OP depends
on multiple factors or areas of the company.
Therefore, the following measurement items
were used: 1) Firm size was measured by the
number of employees working in the company;
2) Industrial sector and categorization from the
National Institute of Statistics in Spain, which
classifies economic sectors into agriculture,
industry and construction, trade and restoration,
transportation and communications, services to
firms and other services. Following Gooderham,
Parry and Ringdal’s (2008) recommendations,
the economic sector to which a firm belongs was
categorised based on its contribution to Spanish
GDP. Using a seven-point Likert scale (1 = least
important, 7 = most important); 3) Firm age
— following previous research (Pefia-Vinces &
Urbano, 2014), the number of years operating
in the market was used. Additionally, the mean
of the last three years of the firm’s total assets was

used as a control variable.

3.3 Results

Our research model is made up of six
constructs, two of which are second order (HRM
practices and OP). After transforming second-
order constructs into first-order constructs for
inclusion in the research model, reflective and
formative constructs must be differentiated as
they require different statistical treatments (Chin,
2003). The data in our study (Table 3) on the
formative constructs have no multicollinearity
problems as their values are well below the limit of
3.30 established by Roberts and Thatcher (2009)
[variance inflation factor (VIF), VIF < 3.30].

As can be seen from Table 3, the analyses
of the reliability of the items in the case of the
reflective constructs show values higher than 0.70.
According to Nunnally (1978), the next step in
evaluating the measurement model (first step)
is the analysis of convergent validity, obtained
through the average variance extracted (AVE)
(Barclay, Higgins & Thompson, 1995). Fornell
and Larcker (1981) recommend that the AVE be
greater than 0.50. As Table 3 shows, the model
records fair values, and these are never below 67%.
As an additional evaluation, the discriminant
validity of the construct was analysed. As Table
4 shows, the correlations between constructs are

lower than the square root of the AVE.

Table 3
Results of the measurement model
Constructs/dimension/indicator Loading CR AVE
Individualism—Collectivism (IC) 948 751
(common latent construct)
Wellness of the groups versus individual rewards .880
Success of group 881
Acceptance within the working groups .884
Pursuit of collective goals 884
Loyalty of management to the working groups .889
Organisational rather than individual goals 756
Hierarchical distance (HD) 924 670
(common latent construct)
Abuse of authority and power .864
Participation of subordinates in business decisions .827
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Constructs/dimension/indicator Loading CR AVE
Consideration of the views of employees .887

Social relations between managers and employees 719

Acceptance of authority by employees .829

Empowerment 781

HRM practices 951 685
(Second-order common latent construct)

Evaluation 760

Bidirectional communication 787

Job design .897

Equality 902

Flexible remuneration 735

Training .846

Job quality 944

Selection 716

Job stability 827

Organisational Performance (OP) 882 715
(Second-order common latent construct)

Individual performance 909

Group performance 818

Organisational performance 806

ot comrarts Weight  Tolrance - VIF
Age 408 .863 1.159
Gender -.233 .684 1.462
Race -.138 .362 2.762
Nationality .009 .308 3.248
Education -.022 .882 1.133
Function 573 718 1.393
Length of service -.344 436 2.293
Seniority -.081 442 2.262
Control variable (CV)

Industrial sectors 481 727 1.376
Firm size -.191 721 1.386
Firm assets 797 990 1.010
Firm age -.548 954 1.048

Note. VIF: Variance inflation factor; CR: Composed reliability; AVE: Average variance extracted
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Table 4
Discriminant validity coefficients
Mean SD @ @ (€)) @ 6) ©)
(1) Employee diversity 0.340 0.094 N.A
(2) Individualism—Collectivism 4.531 1.566 -0.398 0.867
(3) Hierarchical distance 3.543 1.591 0.317 0.000 0819
(4) HRM practices 4.052 1.249 0.364* 0.698* -0.267* 0827
(5) Organisational performance 5.437 0.861 0.004 0.148 0.204 .708* 0.845
(6) Control variable 7.619 3.486 NA. N.A. N.A. NA. -0.141 NA.

Note. Mean is the average score for all items in this measure. SD: standard deviation. The italic numbers of the diagonal
are the square root of AVE, and off-diagonal elements are correlations between constructs.

Significant = * p < .05; NA = not applicable

After confirming the measurement model validity and reliability, it was necessary to assess
whether the structural model (SM) supports the proposed model (second step); that is to say, the existing
relationships between the latent variables according to the theory that is used as a basis for constructing
this model (Chin, 2003). The SM was tested considering the intensity of the path coefficients or the
weight of the standardised regression and the variance explained (#?) of the endogenous or dependent
variables. The non-parametric bootstrapping technique was applied to evaluate the precision and stability
of the estimates obtained. This provides the meaning of the structural roads and, along with this, whether
the proposed hypothesis is supported by the standard error and the Student T values of the parameters
of this model (Chin, 2003).

Additionally, predictive relevance was evaluated through Q2 and the requirement for Q7 to be
greater than zero (Q?> 0.00) was met. Finally, the results confirm that the structural model has predictive

quality, obtaining a Goodness-of-Fit (GOF) far from zero and close to one (Tenenhaus, 2008) (see Figure 2).

Hierarchical
distance

R?70.48
Employees’ —0a64s . o eMn i
1ploy —(2150—> HRM practices —":%75, Organisational
diversity HEA . performance
HIB+ #
B=-0.038
Mry Mr; (1=35346) (T:(TW)
F=0.031; R”0.49 F£=0.057; R”0.51 H2A+ S
Q%0.18; GOF=0.53 Q70.27: GOF=0.47 i Variables
Individualism/ Tt '
colectivism

Figure 2. Results of research model
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Note.

— hypothesised sample;

B = Path coefhicients;

T = 7-values/bootstrap;

f? = Effect size

(% = Predictive relevance;
GOF = Goodness-of-fit index
Mr )
Tp <0.1; *p < 0.05; **p < 0.01; ***p < 0.001

= Moderator relationships

4 Discussion of the Results

In coherence with previous studies
(Chatman & Flynn, 2001; Chattopadhyay
& George, 2001; Moideenkutty, Al-Lamki &
Rama Murthy, 2011; Richard & Johnson, 2001;
Triguero-Sdnchez et al., 2011), hypothesis HIA
(8 = 0.364; p<.05) is confirmed, in that a higher
level of diversity among the employees of an
organisation positively influences HRM practices
(see Figure 2).

Regarding hypothesis H1B (8 = 0.729;
p<.001), our results show that HRM practices
favouring employee commitment benefits
organizational performance. In fact, the
correlation matrix corroborates this statement
(non-significant correlation between OP and ED
equal to 0.004; see Table 4). Thus, diversity is
shown to be a determinant of the functioning of
any HR practices. This finding matches most of
the existent literature (Bamberger & Meshoulam,
2000; Kirkman & Shapiro, 2001; Martin-Alcdzar
et al., 2011). Therefore, we confirm hypothesis
H1B.

Concerning H2B (8 = -0.126; p<.1) and
H2A (8 = 0.372; p<.001) and considering the
moderating effects posed in the assumptions, it is
evident that there is no direct linear relationship
between employee diversity and organisational
performance. Therefore, these two hypotheses
have statistical support to confirm its role as a
moderator. Thus, the cultural variables, hierarchical
distance and individualism—collectivism influence
the relationship between HRM practices and
organisational performance. In this sense, the

moderating effect of individualism—collectivism

indicates that a higher level of collectivism favours
company performance, given that HRM practices
have a more considerable orientation towards
commitment than control (according to Jackson,
2002; Triguero-Sdnchez et al., 2011). Meanwhile,
a lower hierarchical distance is associated with a
more significant orientation towards commitment
(or little control) (Bu et al., 2001; Kirkman &
Shapiro, 2001).

Regarding our control variables, they did
not all show a positive effect on organisational
performance (f$ = 0.038), which contradicts the
values we expected. Since there is no empirical
support to reject or support these variables,
we justify their inclusion (Triguero-Sdnchez et
al., 2012) as they allow a greater control of the
phenomenon studied. We would like to comment
on the values for ‘Industrial Sectors’ and ‘Firm
Assets’, which have been shown to be statistically
significant with positive values (Weight = .481
and .797, respectively), while ‘Firm Size’ has a
negative weight (W = -191) and ‘Firm Age’ (W
= -548) did not present an appropriate level of

significance.
Moderator relationship

Once the linear model was analysed, the
moderating effect of HD and IC on organisational
performance was examined following the
recommendations of Henseler, Fassott, Dijkstra
and Wilson (2011). They propose a two-stage
approach to estimate the effect of size (f°) in order
to determine if the moderator variable fulfils its
role in a non-linear relationship (see Henseler et al.,
2011; Ng & Feldman, 2010). Following the rule
of thumb established by these authors, values of
0.02/0.15/0.35 are regarded as weak/moderate/
high, respectively. In our case, for HD, fis0.031,
and for IC, the value is 0.057. Therefore, we can
conclude that the moderating effects of HD and
IC are slight (see the values for Mr, and Mr, in
Figure 2).

Furthermore, concerning the analysis
of possible changes in R? between the model

without a moderating effect and the model with
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a moderating effect (Ng & Feldman, 2010), our
results show that when the moderator variables
(HD and IC) are introduced, the explained
variance of organisational performance increases
slightly, going from R’ = 0.48 to R’ = 0.49, for
the case of the HD variable, and from R? = 0.48
to R = 0.51 for IC (see the values for Mr, and
Mr, in Figure 2).

Moreover, the relationships between the
moderator variables show statistical significance,
although HD has a weak predictive value
(B =-0.126) and IC quite a good one ( = 0.372).

A first contribution can be deduced
from the moderating character of the cultural
dimensions analysed in the model, in that they
successfully contribute to firm performance.
This finding is consistent with the literature
reviewed (i.e. Jiing-Lih et al., 2007). The results
also show the benefits of diversity when HRM is
oriented towards achieving the commitment of
employees rather than towards controlling them
(Kirkman & Shapiro, 2001; Shahnawaz & Juval,
2006), hence the importance of considering the
determining factors of diversity when designing
an HR practices system. On the contrary, it
could be suggested that if an organisation has
HRM practices oriented towards greater control,
it would obtain better results if high HD and a
greater individualism prevail.

A second contribution can be gained from
the validity of the model, since it incorporates
dimensions of organisational culture that help to
explain the phenomenon, shedding some light
on the understanding of the so-called Black Box
(Lawrence, 1997, which connects diversity with
firm performance). The data are ratified by the
relevance and predictive quality of the research

model (see values for Mr, and Mr,).

5 Conclusions

It is clear that many studies have dealt with
the effects on organisations of the driving factors
of diversity as a condition of HRM practices
(Triguero-Sdnchez et al., 2011; Richard, 2000;
Richard et al., 2004). Our study has shown that

390

the seniority of employees in an organisation is
essential, followed by their age and the country
of origin as elements to be considered when
configuring an HRM practices system.

The data show that organisations’ HR
policies and practices have positive effects on
organisational performance when they strive to
gain employee commitment; far from presenting
a direct relationship between the level of diversity
and an organisation’s performance, this emerges
as being measured by HRM practices (along the
same lines: Richard, 2000; Richard et al., 2004).

Our results indicate that HR policies
and practices oriented towards seeking employee
commitment, and not control, are conditioned by
diversity such that performance improves when
firms have a diverse workforce in terms of age and
functional speciality (Sujin, 2005).

Furthermore, all the studied aspects of
HRM practices in our model showed positive
effects on organisational performance. In
particular, these include practices related to ‘quality
in the workplace’ such as ‘quality programmes’ in
management, employee participation in solving
organisational problems, the establishment
of ‘quality circles’, the existence of ‘teamwork
improvements’ and, to a large extent, the
achievement of ‘employee commitment’ through
quality assurance in their jobs. At the same time,
we detected that the activities carried out by
organisations for all employees to benefit from
‘equal opportunities’ are a valuable indicator of
HR practices. The design of work positions is
another HR practice that allows the ‘existence
of multifunctional teams’, where an adequate
‘job design’ or existence of ‘suitably qualified
employees’ with regard to the attributed and/
or attributable competencies (flexibility) play
an essential role in configuring competitive
advantage; that is, they contribute to improving
performance.

Employee training and stability also
proved to be critical factors, especially in some
key positions, where these aspects are considered

crucial for the organisation’s future and employees’
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career paths. Furthermore, along with job design,
the selection process also plays an important
role in organisations, especially regarding the
commitment of future employees. Evaluation
was also shown to be highly relevant in HRM.
One example would be companies informing
their employees about the economic and
financial situation to achieve their involvement,
commitment and cooperation towards the shared
objectives. Therefore, communication is another
prominent factor in achieving such results. Finally,
the policy of offering incentives based on work
performance (awards for productivity, group
performance and share of the profits) also appears
as an essential factor in HR practices.

Additionally, the results show the
moderating effect of cultural dimensions on the
HRM practices—OP relationship, although there
is only a small moderating effect for IC and HD.

HD moderated the relationship, improving
their positive effects when the levels to go down.
That is to say, when HD was lower, the effects of
the integrating policies were perceived as better
by the employees and directors. Regarding the IC
dimension, its moderating effects on the HRM
practices—OP relationship was positive when the
levels of collectivism improved.

Regarding the implications for
management, our research model suggests that
configuring HR practices may help to reduce
the possible costs derived from a diverse staff
and improve their skills in favour of better OP.
What must be especially considered are how
the workforce is made up and the orientation
of the HR system, considering the role played
by environmental and contextual factors, such
as organisational culture. Our study invites HR
experts to optimise the positive effects of diversity
via strategies based on policies that favour the
commitment of employees to their work groups
and the firm.

Moreover, employees and managers
perceive organisations with shorter power
distances as being more efficient, and a shorter

power distance also contributes to the application

of HR policies, finally reflecting on OP. Hence,
employees in organisations which seek their
commitment benefit from organisational cultures in
which ‘horizontal structures’ (e.g. < HD) are prevalent,
and there is little vertical distance and/or hierarchy
between employees. Therefore, when organisations
design their HRM plans and strategies, they should pay
close attention to their organisational culture.

Furthermore, if organisations wish to achieve
higher commitment from their employees, the HR
manager’s decision-making should be based on query
initiatives before they appeal to higher authorities.
Actions such as delegating important tasks to employees
enable participation in decisions on management
issues or the development of social relationships outside
the company. In general, these HR practices tend
to strengthen the relationship between the different
hierarchical levels of organisations. Therefore, the correct
utilisation of HRM practices will contribute to better
results.

This is the case of performance evaluation actions,
having in place periodical bidirectional communication
plans and personnel recruitment. In any case, these are
all practices focusing on employee integration, and so,
far from being designed and implemented apart from
other personnel organisational actions, they must build
up one single and coherent HR management system.
This argument has been shown to be valid in collectivist
environments provided that such management systems
consider the commitment of employees to their
work groups. This will result in better management
of interpersonal conflicts, greater participation and a
higher level of consensus in the pursuit of solutions and
agreement among (Triguero-Sdnchez et at., 2011) work
group members.

This research model offers suggestions for
new research lines, especially those that continue
to look more deeply into the Black Box between
diversity and its effects. Hence, we consider the
following to be of interest for more thorough
study: 1) Adding the social dynamics of work
groups to the research model so that this aids
in understanding of the effects on the different
processes; 2) Looking more deeply into each of

the decisive factors of diversity, differentiating
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the demographic aspects from those of human
capital, since their repercussions on the efficiency
of the work groups are supposed to be unequal;
3) Studying new moderating variables in the
relationships between the variables studied, both
of organisational culture and others that are
contextual; and 4) Using other different cultural
dimensions.

Another exciting research line within
our model would be the inclusion of cultural
variables such as support from senior management
of diversity policies and a participatory culture
among employees.

A limitation of the study derives from
it being carried out in a specific region, with its
own particular culture. Therefore, more studies
in other geographical areas with different cultures

are needed to generalise the results.
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Appendix

This is a study concerning HRM diversity in Spain.

The survey is confidential, and we never reveal personal information.

(’,9“5'040
g
=
=

Company name
E-mail Phone
Job position

For the next several questions, please choose a number from 1 to 7 next to each statement to

indicate how much you agree or not.

1 = fully disagree dagree 7 = fully agree.

Hierarchical distance

Managers make the vast majority of decisions without consulting their subordinates

Managers often take advantage of their authority and power to deal with their subordinates

On rare occasions, managers ask the opinions of their subordinates

Directors avoid having social relationships with employees out of work

Employees will not discuss management decisions

Managers do not delegate the necessary tasks to subordinates

Individualism—Collectivism

In our organisation, group well-being is more important than individual rewards

The success of the team is more important than individual success

It is essential that the employees are accepted by the working groups

In our company, employees try to achieve their personal goals by taking into account what is best for the
group

The directors tend to be loyal and support the team, even if individual goals are affected

In our company, people are expected to abondon their personal goals if asked to do so

HRM practices

Selection

Our company has recruitment and selection processes to fill all the available vacancies

As part of the selection process, applicants are informed about the negative aspects of the job

In our company, we have developed systems to select personnel (in addition to interviews and/or
curriculum analysis)

Training

Our firm offers training for those positions considered to be ‘key positions’

All employees receive training for their jobs (without any legal requirement)

When employees receive training, their performance improves
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When employees receive training, it is often relevant to their future/career in the company (job
promotions)

A performance appraisal generally measures non-management employees

Non-management employees receive part of their salary based on performance

Usually, non-management employees are informed of their performance through information provided by
third parties (e.g. superiors, customers, suppliers

Flexible remuneration

Non-management employees are remunerated according to their performance

Non-management employees are remunerated according to their group performance

Non-management employees have the right to receive monetary incentives

Non-management employees have the right to receive other types of incentives, such as profit-sharing,
bonuses, recognition

Job design

There is an active implementation of self-managed or self-directed teams

There is a robust implementation of multifunctional teams

There is a strong presence of ‘project-based teams.’

There is a robust implementation of flexi-jobs (flexi-time, online work, video conferencing, measures to
strike a balance between work and family life)

Most jobs have been designed for employees to optimise their skills and strengths

Most employees are well qualified or can develop new skills

Employees are given the opportunity to change jobs

Bidirectional communication

The firm provides its employees with regular information about business operations and business
behaviour

Employees are consulted regarding their views and opinions

The firm provides employees with information about the business plan on a regular basis

The organisation has mechanisms to consult employees about plans and future projects of the firm

We consult employee representatives before setting the performance target (individual, group)

Job stability

Internal promotion fills vacancies that require experience

The organisation regularly allows internal promotion

The organisation is committed to securing job stability

Employees are often made redundant

Equality

The organisation carries out actions to ensure that all employees have equal opportunities

Job quality

The organisation gives employees the opportunity to engage in problem-solving situations

The organisation has a strong presence in quality circles

The organisation facilitates the involvement of its employees in improving teamwork

Employees feel committed when assured of the quality of their work

Organisational performance 1 (2|3 (4|56 |7

Individuals are satisfied working here

Individuals are generally happy working here

Individual
level

Individuals are satisfied with their performance

Our group makes a substantial contribution to the organisation

Our group performs well as a team

Group-
level

Our group meets its performance targets
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= Our organisation is successful
g
'§ — | Our organisation meets its clients’ needs
L2 . .
£ =2 | Our organisation’s future performance is secure
&n
—
@) Our organisation is well-respected within the industry
Employees’ diversity
g, | Approximate % of employees in your organisation’s workforce less than 36 years old %
< Approximate % of employees in your organisation’s workforce between 36 and 45 years old %
b Approximate % of women working in your company in relation to total %
=
& | Approximate % of men working in your business in relation to total %
Approximate % of black employees %
& | Approximate % of Caucasian employees (Europeans or European origin) %
Q
£ | Approximate % of Native American employees %
s
= | Approximate % of employees of North African, Persian or Arabic origin %
Approximate % of workers of other races (Roma, Asian) %
2 . .
'TS Approximate % of foreign employees %
.2
= . .
Approximate percentage of national employees %
Z PP p g ploy
- Estimated % of workers with no education or primary school %
S . - .
‘S | Approximate % of employees with compulsory schooling (ESO/Graduate School) %
Q
= | Approximate % of employees with post-compulsory non-university (Bachelor/FP) education %
m
Approximate % of workers with university degrees %
£ | Approximate % of employees engaged in production-operations activities %
g | Approximate % of employees involved in administration and finance activities %
= . . . . s
‘5 | Approximate % of employees involved in sales and marketing activities %
S |App ploy g
" | Approximate % of employees involved in legal activities and human resources %
e 1 0, 1 0,
sy The approximate % of employees with temporary contracts %
& E . .
5 % | The approximate % of employees without temporary contracts %
=
g The approximate % of employees with less than three years tenure in present job %
=
£= | The approximate % of employees with more than three years tenure in present job %

If you need more information about the study please contact

Prof. Dr. Rafael Triguero: email: rtriguero@us.es

Thank you so much for you time.
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Note
! Article derived from the doctoral thesis: “La gestion de la diversidad en las organizaciones a través de las pricticas de los recursos
humanos” presented by Rafael Triguero in 2010, Universidad de Sevilla, Seville, Spain. Available from Dialnet.
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