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Abstract: Objective: In recent years, the concept of workplace diversity has evolved, aiming to ensure that businesses not only hire more minority
employees but also improve minority engagement, performance, and compensation. This diversity presents both challenges and opportunities for
organizations in terms of managing workplace tension, conflict, and harmony to enhance productivity. This study seeks to address the gap between
the positive and negative impacts associated with diversity management to enhance employee performance by examining the impact of diversity
management, work environment, and innovative work behaviors on employee performance. Methods: An employee survey was conducted between
January and March 2024 to collect data for this study. This study was conducted in Indonesia, which has 34 provinces, 1,331 ethnic groups, 17,001
islands, 715 regional languages, and 6 state-recognized religions. The population of this study consisted of private sector employees in Indonesia.
The sample consisted of two hundred people working in the manufacturing sector in Indonesia. A quantitative methodology was used, combining
survey instruments and structural equation modeling (SEM). Results: The study’s findings indicate that diversity management influences the work
environment and innovative work behavior, though it does not directly affect employee performance. Furthermore, innovative work behavior
positively affects employee performance, and the work environment also influences employee performance. This study contributes to strengthening
the theory and practice of implementing effective communication and management strategies to maximize the benefits of diversity.
Recommendations: The management should effectively manage diversity within their company by providing diversity training, implementing
inclusion policies, fostering diverse recruitment, encouraging open dialogue, and securing leadership support.
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Introduction

Diversity in the workplace has become the
norm, with  organizations increasingly
embracing talent from around the world.
Workplace diversity can foster substantial
growth within an organization by increasing its
skilled human capital and promoting a broader
mindset (Hauret & Williams, 2020). Although
the concept of workplace diversity may sound
appealing, it must be carefully managed to
accommodate minority groups. Diversity is
often misconstrued as being exclusively about
multiculturalism. However, it encompasses
many dimensions, including gender, race,
ethnicity, age, sexual orientation, language,
education, background, and other
characteristics (Cletus et al., 2018). The notion
of workplace diversity involves not only
recruiting individuals from diverse
backgrounds but also ensuring equal
participation among employees. Over time, the
understanding of workplace diversity has
broadened to include not only the hiring of
minority employees but also enhancing their
participation, performance, and compensation
provided by companies (Patnaik & Shukla,
2021).

An issue that arises in the employment
sector, forming the basis of this research, is the
underrepresentation of female workers. Data
from Sakernas (February 2023) show that the
male labor force has a significantly higher
participation rate (83.98%) than the female
labor  force, indicating lower female
participation  (Rah, 2023). Furthermore,
discrimination related to religious symbols
exists, such as the hesitancy to wear the hijab
due to unwarranted and irrational biases. A
study conducted by Carnegie Mellon found that
Muslim  job  applicants  face  higher
discrimination rates than other applicants
during recruitment, with an 11% lower
likelihood of being called for an interview
compared to others (Maulana, 2022).
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Additionally, significant prejudice remains in
the workplace against people with disabilities.
Due to requirements that do not accommodate
individuals with disabilities, many are forced to
withdraw and are excluded from participating
fully (Wicaksana, 2023).

This diversity presents both challenges and
opportunities for organizations in terms of
managing workplace tensions, conflicts, and
harmony to increase productivity (Sharma,
2014). Diverse groups can also boost
organizational effectiveness by introducing
varied ideas and perspectives (Chrobot-Mason
& Aramovich, 2013). It is widely
acknowledged that executives who effectively
collaborate with employees from diverse
backgrounds can enhance organizational
success. Performance can be positively
influenced by inclusion strategies that include
setting a shared vision, disseminating
information, recognizing contributions,
fostering a sense of belonging, and maintaining
open communication. Research supports the
idea that an organization’s outcomes can be
improved by cultivating an environment that
embraces  diversity  through  inclusion
(Sabharwal, 2014). Besides providing support
to minority groups, diversity policies benefit all
employees, ultimately leading to increased
engagement and well-being. This challenges
the notion that employees resist diversity
initiatives, suggesting instead that a culture of
mutual trust mediates the positive influence of
diversity policies on employee engagement

(Downey et al., 2015).

According to opposing perspectives on
diversity, a varied workforce can lead to issues
with discrimination. A lack of career
development plans for diverse individuals can
also negatively impact their motivation,
morale, creativity, innovation, and performance
(Noor et al., 2013; Pudipeddi & Yamijala,
2019). Some studies suggest a positive, partial

relationship between innovation and cultural
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diversity in cross-sectional datasets; however,
no statistically significant evidence exists that
innovation benefits from cultural diversity
when controlling for strong fixed variables
(Ozgen et al., 2015). In research by Sabina
Bogilovi¢ (2021), visible and cognitive
diversity were shown to negatively impact idea
generation, support, and implementation.
Nonspatial proximity, such as cognitive
diversity, plays a critical role in the
coordination process, especially in complex
interactions. Conversely, Chrobot-Mason and
Aramovich (2013) found that diverse groups
can explore new ideas and concepts. These
mixed findings reveal a notable gap in
understanding the relationship  between
diversity management and innovative work
behavior, where effects range from negative to
neutral to positive.

The complexity of the relationship between
diversity and positive workplace outcomes
highlights the significant role of organizational
environment in managing diversity effectively
(Chrobot-Mason & Aramovich, 2013). Some
research suggests that diversity may decrease
performance or show no  significant
relationship due to challenges such as extended
time needed for group cohesion and conflicting
ideas (Cletus et al., 2018; Shen et al., 2010).
Diverse groups may also experience exclusion
from critical networks and decision-making
processes. Inclusion is an emerging area of
research focused on ensuring the full
participation of individuals in organizations,
and the conflicting findings on diversity’s
impact on performance underscore inclusion's
potential as a valuable field of study
(Sabharwal, 2014). Downey (2015), for
example, found that diversity policies
positively impact all employees, resulting in
increased engagement and well-being. Given
the conflicting conclusions in past studies
regarding national diversity's effect on
organizational commitment, team performance,
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and effectiveness, there is an urgent need for
new research in this area.

In light of the gap in understanding the
effects of diversity management on innovation
and performance, this study aims to address the
following research questions: (1) Does
diversity management affect the work
environment? (2) Does diversity management
affect employee performance? (3) Does
diversity management impact innovative work
behavior? (4) Does the work environment
influence employee performance? (5) Does
innovative work behavior affect employee
performance?

The significance of this study lies in both
theoretical and practical aspects. Theoretically,
it is essential as it expands upon previous
studies focused primarily on India by
examining the roles of race and ethnicity in
modeling employee performance (Singh et al.,
2013). This research also builds on Hsiao’s
(2015) recommendation for future studies to
focus on objective measures of employee
performance, as Hsiao’s study primarily
explored diversity’s impact on organizational
citizenship behavior (OCB) and turnover
intention. This study aims to address the
existing knowledge gap by integrating
theoretical frameworks and empirical findings
from prior research, proposing, and testing a
new model linking diversity management to
employee performance through innovative
work behavior and the work environment.

Practically, this study is important as it
introduces a cross-cultural ~management
framework, emphasizing collaboration in
culturally and geographically diverse teams and
the necessity of managing cultural differences
to enhance organizational performance and
innovation. Conducted in Indonesia, a country
with 34 provinces, 1,331 ethnic groups, 17,001
islands, 715 regional languages, and six state-
recognized religions (Heriansyah, 2024), this
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study expands the geographic scope of
diversity research beyond the Western context
(Hsiao et al., 2015). To achieve its objectives,
this study is organized into five sections:
introduction, theoretical review, methodology,
results and discussion, and conclusion.

Literature Review
Diversity Management

In the workplace, "diversity management"
refers to the various tactics and policies
implemented to create and maintain an
inclusive environment that recognizes and
values employees' unique qualities (Chrobot-
Mason & Aramovich, 2013). This includes
efforts to ensure that all employees have the
opportunity to contribute effectively to the
business and that diverse perspectives are
harnessed to support the firm’s success (Obead,
2015). Diversity within an organization can
encompass characteristics such as color,
ethnicity, gender, age, or generational
differences, as well as socioeconomic factors
like income and education level. It also includes
organizational attributes, such as tenure and
hierarchical rank (Patnaik & Shukla, 2021).
Diversity is a complex concept with both
primary and secondary dimensions. The
primary dimension consists of inherent human
characteristics that distinguish individuals and
shape their experiences and perspectives, such
as nationality, age, race, and gender (Hsiao et
al., 2015).

To enhance social cohesion and
organizational success, effective diversity
management should include training programs
aimed at addressing inequalities among groups
and fostering respect for individual differences.
Additionally, diversity management practices
involve an equitable performance appraisal and
compensation system that is fair and motivating
for all employees, regardless of background
(Noor et al., 2013). This approach to diversity

management emphasizes the importance of
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well-documented policies and proper record-
keeping to strengthen diversity capabilities
within the organization (Sharma, 2014).
Diversity management initiatives can foster
mutual respect among employees and leverage
the advantages of diversity to achieve
organizational goals (Pudipeddi & Yamijala,
2019).

Innovative Work Behavior

In the workplace, "innovative work
behavior" refers to the implementation of new
ideas in ways that align with organizational
goals, with the aim of enhancing performance
in response to evolving job requirements. This
behavior includes activities related to the
generation, dissemination, and execution of
novel ideas (Sifatu et al., 2020). Successfully
launching groundbreaking innovations that
contribute to the establishment of new
enterprises requires sufficient time and
financial resources from key individuals within
the organization (Almaskari et al., 2021).

Innovative work behavior can be radical,
introducing entirely new methods for
delivering quality services, or incremental,
focusing on minor improvements in service
quality (Baig et al, 2022). The term
encompasses the intentional development,
introduction, and application of unique ideas
within a work role, group, or organization, all
aimed at enhancing task, team, or
al., 2020). Innovative work behavior is a critical
component for modern businesses striving to
gain a competitive edge and support sustainable
growth (Yang et al., 2022).

It is important to distinguish between
creativity and innovative work behavior, which
involves implementing creative ideas in
practical ways. At the start of the innovation
process, innovative work behavior is essential
for identifying problems or performance gaps
and proposing ideas in response to the demand
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for innovation (Jankelova, Skorkova, et al.,
2021).

Work Environment

The surroundings, circumstances, and
culture employees encounter while performing
their job responsibilities are collectively
referred to as the work environment. This
encompasses not only the physical
characteristics of the workplace but also the
social and psychological components, such as
the company culture, employee diversity, and
interpersonal relationships (Sharma, 2014). A
positive work environment is marked by
supportive relationships, open communication,
and a culture that values diversity and inclusion
(Pudipeddi & Yamijala, 2019). Such an
environment encourages employees to feel
comfortable expressing their concerns,
fostering engagement, creativity, commitment,
and learning behavior (Singh et al., 2013). This
is crucial for enhancing employee satisfaction,
motivation, and engagement, which can, in
turn, improve organizational performance and
effectiveness (Patnaik & Shukla, 2021).

In the context of diversity management, the
term "work environment" includes the
integration of organizational culture shaped by
management strategies designed to recognize
and utilize diversity among employees to
achieve organizational goals (Ashikali &
Groeneveld, 2015). A supportive and equitable
work environment that embraces diversity can
motivate employees to engage in innovative
work behavior, including job creation
initiatives. One of the key indicators of high
employee performance is innovative behavior,
which involves generating and implementing
new ideas successfully (Baig et al., 2022).

Employee Performance

Employee performance is often measured
against benchmarks or goals critical to an
organization's success (Noor et al., 2013). It
includes executing tasks and completing them

ANUJR-B. Vol. 39 (9), 2025

according to the standards set by the employer
(Hsiao et al., 2015). The extent to which an
employee performs tasks aligned with the
organization's goals is an essential element of
employee performance (Wolor et al., 2023).
This broad definition not only evaluates the
quantity and quality of work but also considers
factors such as creativity, innovation, and
teamwork (Dwaikat, 2023). Several factors can
influence performance, including individual
capabilities, motivation, training, and the
working environment (Pudipeddi & Yamijala,
2019).

Employee performance theories often
include a range of variables, classified into
dimensions like task performance, contextual
performance, and work behavior. "Task
performance" refers to the core actions an
individual is required to complete as part of
their role, while "contextual performance"
encompasses behaviors that contribute to the
organizational, social, and psychological
context of the workplace (Ozgen et al., 2015).
Employee performance 1is essential to
organizational success and is influenced by a
variety of factors, including employees'
abilities, motivation, work environment, and
management strategies (Singh et al., 2013).

Hypothesis Development

To ensure that every individual can realize
their full potential and maximize their
contribution to the organization's strategic
goals, effective diversity management creates a
constructive ~ working environment that
recognizes and values both the similarities and
differences among employees (Ozgen et al.,
2015). Advocates for effective diversity
management argue that such policies can
transform the workplace into an inclusive
environment where all employees feel valued
and appreciated. This, in turn, can increase
employee engagement and performance,
suggesting that these policies are indeed
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beneficial (Downey et al., 2015). When
implemented effectively, diversity management
can foster a positive working atmosphere that
promotes inclusiveness and respect for
individuals from diverse backgrounds (Ozgen
et al., 2015). A diverse environment not only
directly influences these outcomes but also
creates a space where employees feel safe to
express their identities and engage in behaviors
beyond their core job responsibilities, thus
contributing to an overall improvement in the
workplace environment (Singh et al., 2013). A
positive climate regarding diversity can support
a favorable working environment (Baig et al.,
2022).

H1: Diversity management affects the work
environment

Diversity can enhance organizational
performance, creativity, and innovation by
introducing varied perspectives and problem-
solving skills (Bogilovi¢ et al., 2021). Effective
diversity management is crucial for increasing
organizational effectiveness by boosting
employee morale, reducing conflict, and
enhancing creativity and innovation (Singh et
al., 2013). Activities promoting equality and
leveraging the potential of a diverse workforce
can improve employee performance (Shen et
al., 2010). There is a correlation between
increased workplace diversity and
enhancements in employees' professional
skills, critical thinking, and problem-solving
abilities, all of which contribute to improved
organizational performance (Cletus et al.,
2018). Diverse teams can foster creativity,
innovative problem-solving, and more positive
intergroup attitudes, which benefit overall
performance (Korzilius et al., 2017). Findings
from previous studies indicate that diversity in
hospitality ~ organizations can  enhance
employee performance, as diversity promotes
team-level creativity, ultimately improving
overall employee performance (Yang et al.,

2022).
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H2: Diversity management affects employee
performance

This diversity of thought can encourage
innovation and problem-solving, thereby
enhancing employee performance (Ozgen et
al., 2015). Additionally, a positive diversity
climate can promote innovative work behavior,
allowing individuals to adapt their roles in ways
that increase creativity and innovation—an
important advantage (Baig et al.,, 2022).
Previous research conducted in institutions in
the United Arab Emirates examined the effects
of  cultural diversity, transformational
leadership, and transactional leadership on
workforce innovation. Findings from this study
indicate that effective diversity management
can enhance employees' innovative work
behavior (Almaskari et al., 2021). Diversity
management fosters a variety of perspectives
and skills within teams, thereby supporting
employees' innovative  work  behavior
(Jankelova, Joniakova, et al., 2021). The
interaction among individuals with diverse
backgrounds and experiences stimulates new
ideas and approaches essential for innovation
(Korzilius et al., 2017). If employees feel
accepted and appreciated by the organization
regardless of its diversity, they are more likely
to commit to achieving the organization's goals.
Diversity management has been shown to be a
predictor of employees’ innovative behavior
(Batmomolin et al., 2022).

H3: Diversity management affects Innovative
Work Behavior

An inclusive work environment

strengthened by effective diversity
management is associated with positive
outcomes, such as higher employee
commitment and improved organizational
performance (Ashikali & Groeneveld, 2015). A
supportive  work environment promotes
employee well-being and productivity (Hsiao et

al., 2015). Environments that embrace and
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value diversity also correlate with higher levels
of employee engagement, satisfaction, and
retention—key factors in enhancing employee
performance and organizational success (Shen
et al,, 2010). A diverse, well-managed work
environment can  improve  employee
performance by integrating varied skills,
perspectives, and problem-solving approaches
(Hauret & Williams, 2020). Research suggests
that team effectiveness positively correlates
with demographic diversity when team
members have a strong collective identity,
underscoring the crucial role of diversity
management in realizing the potential benefits
of a diverse workforce (Sabharwal, 2014).
Positively engaged employees foster a work
environment rich in development opportunities
and social support, which enhances job

performance (Hapsari et al., 2019).

H4: The work environment affects employee
performance

When employees engage in innovative work
behaviors, such as generating, promoting, and
implementing new ideas, performance
outcomes improve. This is because innovative
work  behavior directly enhances the
organization’s adaptability and
competitiveness, thus  boosting overall
employee performance (Baig et al., 2022).
Innovative work behavior includes actions that
go beyond standard job descriptions, involving
the development and execution of new ideas.
Creative behavior in the workplace is one of the
most significant factors contributing to
improved employee performance and,
consequently, the overall success of the
organization (Ganji et al.,, 2021). Innovative
work behavior is essential for businesses
seeking to enhance employee performance and
strengthen  their competitive advantage
(Stankevicitit¢ et al., 2020). Ultimately,
implementing unique ideas increases task
enhances

effectiveness  and employee

performance (Jankelovd, Skorkova, et al.,
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2021). By fostering the implementation of new
knowledge and changes, innovative work
behavior boosts individual work performance
and, in turn, the overall business performance
(Sifatu et al., 2020).

HS5: Innovative Work Behavior affects
employee performance

Methodology

This study was conducted in Indonesia,
which has 34 provinces, 1,331 ethnic groups,
17,001 islands, 715 regional languages, and 6
state-recognized religions. The population of
this study consists of private employees in
Indonesia. Indonesia was chosen for this
research because it is the largest archipelagic
country in the world, featuring a diverse
demographic landscape (Heriansyah, 2024).
All Indonesian companies are subject to the
provisions of the Republic of Indonesia Law
Number 13 of 2003, which ensures that every
worker has equal opportunities for employment
without discrimination. The study population
comprises private employees representing all
34 provinces in Indonesia. The researchers
utilized a purposive sampling method,
collecting data from a total of 200 participants.
The investigation was conducted between
January and March 2024 using a quantitative
methodology, which included a survey
instrument and structural equation modeling
(SEM).

We disseminated the research instrument, a
questionnaire, to the participants through
Google Forms. Subsequently, the SEM-PLS
application was employed to achieve the
desired outcomes. For this investigation, a five-
point Likert scale was used, ranging from one
(indicating strong disagreement) to five
(indicating  strong  agreement) among
respondents (Sekaran & Bougie, 2016). This
scale assessed various characteristics, such as
diversity management, work environment,

7711782
Published: An-Najah National University, Nablus, Palestine



innovative work behavior, and employee
performance.

To measure these variables, we adapted
several questionnaires from previous studies.
Specifically, this study utilized a 5-item scale
developed by Bizri (2018) to measure diversity
management, a S5-item scale by Ganji et al.
(2021) to assess innovative work behavior, a 5-
item scale by Razak et al. (2016) to evaluate the
work environment, and a 5-item scale by Na-
Nan et al. (2018) to measure employee
performance.

The questionnaire included a total of 32
questions, and all participants were responsible
for providing responses and returning the
forms. On February 1, 2024, the study received
official approval from the university's ethics
office. This approval was granted after the
study met all necessary ethical conditions. The
division’s responsibility is to ensure that the
permission form effectively communicates the
research objectives, encourages participants to
willingly take part, and maintains the highest
possible level of confidentiality for their
responses, within realistic limits.

Results
Distribution of the Respondents

Table (1): The respondents' social status distribution,
according to the distribution of the responses.

Profile Frequency | Percent
S Male 82 41
x Female 118 59
. Married 139 69
1\;1;3:1 Single 56 23
Divorce 5 3
1-3 years 123 61
Length of 4-6 years 63 31
service 7-10 years 12 6
>10 years 2 2
Senior High 1 1
Level of School
education Diploma 56 28
has been | Undergraduate 110 55
completed Graduate 24 12
Post-Graduate 9 4

Table 1 illustrates the distribution of
respondents according to their social position
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as well as their demographic characteristics
based on the survey. Of the total number of
respondents, approximately 118 are female,
while 82 are male, accounting for 41% of the
total. Additionally, 139 respondents are
married, representing 69% of the total.
Conversely, around 56 respondents do not have
a partner, making up 28% of the total, and
approximately 5 are divorced, which accounts
for 3%. Similarly, the length of service for
employees varies, with 123 individuals (61%)
having worked for one to three years, 63
individuals (31%) for four to six years, twelve
individuals (6%) for seven to ten years, and two
individuals (2%) for more than ten years.

Furthermore, the data reveals that eight
respondents have completed their education up
to the junior high school level, while only one
individual, accounting for 1% of the total, has
reported completing senior high school.
Moreover, 56 individuals, constituting 28% of
the total, indicated that they have attained a
diploma as their highest level of education.
Additionally, 110 individuals, comprising 55%
of the total, reported having earned an
undergraduate  degree.  Furthermore, 24
individuals, representing 12% of the total,
indicated that they have attained a graduate
degree, while nine individuals, accounting for
4% of the total, reported having achieved a
postgraduate degree.

Common Method Bias

When data is perceived and collected from a
single source at one point in time, the issue of
common method bias (CMB) can pose a risk to
the study's consistency (Podsakoff et al., 2003).
In this study, the authors used Hermann’s one-
factor test to assess the CMB threat. The test
indicated that all items could be characterized
into five factors, with the first factor explaining
only 43.12% of the variance, which is
significantly less than the 50% threshold. Based
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on these results, the authors were assured that
CMB was not a significant issue in this study.

Measurement Model

The measurement model was assessed based
on Confirmatory Factor Analysis (CFA) (Hair
et al., 2014). Specifically, this study examined
the measurement model by assessing content,
convergent, and discriminant validity. Content
validity was tested by reviewing relevant
literature and conducting preliminary analyses
of the instrument. During this process, some
items were discarded due to overall item
correlations. According to Hair et al. (2014),

Table (2): Result of measurement model.

prior to evaluating convergent validity, it is
recommended to consider factor loadings,
Cronbach’s alpha, composite reliability (CR),
and average variance extracted (AVE). It is
suggested that the Cronbach’s alpha, composite
loading, and reliability (CR) values should be
greater than 0.7, while the AVE should exceed
0.5. All of these values should fall within an
acceptable range (Ghozali, 2021; Hair et al.,
2014). As shown in Table 2, the Cronbach’s
alpha and composite reliability values are
above 0.7, and the AVE of all constructs is
above 0.5. Therefore, these results indicate
good convergent validity.

Constructs Items

Loading
factors

Cronbach'
s Alpha

Composite
reliability

Adapted

AVE
from

Employees are offered equal opportunity
for training and development, regardless
of their color, religion, or ethnicity, in a

Diversity fair and unbiased way (DM4)

0,912
(Bizri,

Management Generally speaking, this organisation
fosters an environment that is inclusive,
tolerant, and accepting of people of all

backgrounds (DM6)

0,759 0,892 0,805

2018)
0,882

In the course of my profession, I
frequently come across novel
approaches, procedures, or tools (IWB1)

0,816

It is typical for me to devise novel
approaches to resolving issues (IWB2)

0,769

It is common practice for me to make an

effort to pique the interest of key people

of the organisation whenever I encounter
a novel concept (IWB3)

0,870

Innovative
Work
Behavior

Many times, if I come up with a concept
that is both unique and original, I make
an effort to get other people to back the

idea (IWB4)

(Ganji et
0,663 al.,
2021)

0,898 0,922

0,852

When I come up with a fresh concept, |
frequently make an effort to persuade my
coworkers to come on board with it
(IWB5)

0,817

When I am working on my assignments,
I always make use of unique ideas
(IWB6)

0,753

My organizational culture encourages
employees to express creativity in their
work and outside of work (WE4)

0,852

My company helps its employees learn

Work job skills requirements (WE6)

(Razak

0,714 0,837 0,884 0,605 etal.,

Environment -
My company cares about its employees

and their families (WE9)

0.830 2016)

Almost everyone in my company is
rewarded based on performance (WE10)

0,751
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Loading | Cronbach' | Composite Adapted
Constructs Ttems factors s Alpha reliability AVE from
Everyone at work seems to be talking
about fitness, health and eating right 0,732
(WEI11)
Tasks can be completed according to 0.807
established standards (EP2) ’
Employee The output I produce is in accordance (Na-Nan
. i o 0,764 0,706 0,835 0,628 etal.,
Performance with my skills and abilities (EP4) 2018)
The tasks I worked on were completed 0.806
according to schedule (EP5) ’

Additionally, "discriminant validity testing"

refers to the extent to which an item
differentiates between distinct constructs or
measures different concepts (Ghozali, 2021;
Hair et al., 2014). To determine whether
discriminant validity is present, we examine the
relationship between a construct and the square

root of the average variance extracted (AVE)

for that construct during the evaluation process.
The measurement model is deemed suitable if
the square root of the AVE is higher than the
correlation values found in the rows and
columns (Ghozali, 2021; Hair et al., 2014). This
research's measurement model is appropriate
because the square root of AVE is higher than
the correlation value found in the rows and

Table (3): Discriminant validity of constructs

columns shown in Table 3.

Constructs Cronbach's Diversity Employee Innovative Working
Alpha Management Performance | Work Behavior | Environment
Diversity Management 0,759 0,897
Employee Performance 0,706 0,525 0,793
Innovative Work Behavior 0,898 0,754 0,621 0,814
Work Environment 0,837 0,513 0,566 0,556 0,778

To demonstrate that multicollinearity is not
an issue, the study assessed the variance
inflation factor (VIF) and tolerance for
independent variables. Multicollinearity may
not be a problem when VIFs are lower than 10

Table (4): Variance inflation factor (VIF).

or when tolerance values are higher than 0.1
(Ghozali, 2021; Hair et al., 2014; Sekaran &
Bougie, 2016). The results shown in Table 4
indicate that the VIF values range from 1.343
to 3.682. Thus, multicollinearity is not a critical

issue in this study.

Constructs Items VIF
. . DM4 1,598
Diversity Management
DM6 1,598
EP2 1,348
Employee Performance EP4 1,343
EP5 1,537
IWBI 2,621
IWB2 2,730
. . IWB3 3,682
Innovative Work Behavior
IWB4 3,575
IWB5 3,249
IWB6 2,169
. WEI10 1,722
Work Environment
WEI11 1,680

Christian Wiradendi Wolor, et al.
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Constructs Items VIF
WE4 2,573
WE6 1,967
WE9 2,049
Hypothesis Testing
WE10 WET1 WE4 WE6 WE9
12009 12361 22106 g6 18.162/
Working -
5.450 Environment 2813 £p2
DM4 \ 147257
‘\48 284
- 0421 10474-»  EPA
12.953
*
22.037 \ o EPS
DM6 Diversity mployee
Management 12.452 2.745 Performance
In ovativ¥ Work
‘/:?1‘844 27.232 BEhf{fgs \\9"935\‘
IWB1 IWB2 IWB3 IWB4 IWBS IWB6
Figure (1): Structural Model.

The statistical significance of the impact of working environment, innovative work
the independent variable, specifically diversity behavior, and employee performance is
management, on the dependent variables of the depicted in Figure 1 through the t-statistics.
Table (5): Path coefficients among latent variables.

No Path B T Statistics P-Value Significance

1 Diversity management — Work environment 0.513 5.450 0.000 Significance

Diversity management — Employee Not

2 0.063 0.421 0.674 .

performance Significance

3 Diversity management —> Innovative work 0.754 12,452 0.000 Significance

behavior
I ti k behavi Empl

4 rrovative work benavior = Zmployee 0.401 2.745 0.006 Significance

performance

5 Work environment — Employee performance 0.311 2.813 0.005 Significance

Table 5 displays the findings of the
investigation that supported hypothesis 1,
which states that diversity management affects
the work environment (p = 0.000). Hypothesis

ANUJR-B. Vol. 39 (9), 2025

2 indicates that diversity management does not
affect employee performance (p = 0.674).
Hypothesis 3 shows that diversity management
affects innovative work behavior (p = 0.000).
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Hypothesis 4 indicates that innovative work
behavior affects employee performance (p =
0.006), while hypothesis 5 suggests that the
work  environment  affects  employee
performance (p = 0.005).

Discussion

Based on the findings of the first and third

hypotheses, it appears that diversity
management exerts a significant impact not
only on the working environment but also on
the innovative work behavior exhibited by
individuals. It 1is clear that diversity
management positively impacts the creation of
a pleasant working environment for employees
and enhances employee creativity, as
demonstrated by the findings of this study,
which align with earlier research on the same
topic (Cletus et al., 2018; Korzilius et al.,
2017). The cultivation of a positive work
environment that celebrates the similarities and
differences among individuals results from
effective  diversity = management.  This
environment empowers all employees to attain
their maximum potential and make significant
contributions to the organization's strategic
goals (Ozgen et al., 2015). A diverse climate
not only has a direct influence on these
outcomes but also fosters an atmosphere where
employees feel secure in expressing their
identities and engaging in behaviors that extend
beyond their core job responsibilities, thereby
enhancing the overall work environment (Singh
et al., 2013). The implication is that employees
who feel accepted and appreciated tend to be
more engaged and satisfied with their work,
which can reduce turnover rates and increase
employee retention. Moreover, a favorable
diversity climate may foster innovative work
behavior, enabling individuals to adapt their
tasks in ways that amplify their creativity and

innovation (Baig et al., 2022).
Implementing

diversity =~ management

practices can cultivate a wide range of

Christian Wiradendi Wolor, et al.

viewpoints and specialized knowledge among
team members, thereby enhancing the level of
innovative work behavior exhibited by
employees of the company (Jankelova,
Joniakov4, et al., 2021). The implication is that
diverse teams are often more creative because
they combine different perspectives and ideas,
leading to innovative solutions to complex
problems. Therefore, for organizations to
maximize the benefits that diversity offers, it is
essential to have effective management and
communication  strategies (Pudipeddi &
Yamijala, 2019). This contrasts with the
research results conducted by Carla Hapsari
(2019), which did not explicitly show a direct
relationship between the impact of diversity
management and innovative work behavior.
The results of this study also differ from those
of Sabina Bogilovi¢ (2021), where visible and
cognitive diversity can negatively impact idea
formation, support, and implementation. Non-
spatial proximity (such as cognitive diversity)
is much more important in the coordination
process, especially when interactions are
complex. However, this study has succeeded in
filling this gap by demonstrating that good
diversity management can increase innovation,
novelty, and improvisation that support
employee performance. This, of course, has a
positive impact on the advancement of
knowledge and can practically serve as a basis
for company policy.

According to the findings of the second
hypothesis, diversity management does not
affect employee performance. This contrasts
with the findings of the first and third
hypotheses, which indicate otherwise. Other
research has proposed a correlation between
diversity = management and  employee
performance; however, the findings of this
study contradict those previous studies (Cletus
et al., 2018; Korzilius et al., 2017). Earlier
research has demonstrated that the presence of
diverse groups within an organization is a

7761782

Innovating for Inclusion: How Diversity Management and Innovation Drive Employee Performance



significant factor in improving the overall
performance of workforce members. This is
because it encourages creative thinking at the
team level, which ultimately results in overall
performance improvements (Yang et al., 2022).
Contrary to expectations, the findings of this
study align with conflicting perspectives on the
impact of diversity management in directly
enhancing performance. Certain studies
suggest that diversity may negatively impact
performance or may not have a meaningful
correlation. This could be attributed to
challenges such as the need for more time for
group members to bond and differing
viewpoints (Cletus et al., 2018; Shen et al.,
2010). While diversity management is
acknowledged as significant, only specific
organizations actively implement diversity
management strategies and achieve the status of
diversity leaders (Sharma, 2014). Hence, it is
imperative to adopt and execute more
comprehensive diversity management
strategies across different sectors (Sharma,
2014). The results of this study address the gap
in previous research regarding the direct impact
of diversity management on employee
performance (Chrobot-Mason & Aramovich,
2013; Cletus et al., 2018) and also respond to
the recommendations of earlier studies
conducted by Hsiao (2015) related to how the
impact of diversity management directly affects
employee performance when previous results
showed no effect. With the results indicating no
direct influence between diversity management
and employee performance, this provides
insight for all stakeholders in the company that
diversity management alone is insufficient to
improve employee performance; a supportive
work environment and innovative performance
behaviors are also necessary.

The findings of the fourth hypothesis
indicate a significant impact of innovative work
behavior on employee performance. This aligns
with previous research that suggests innovative

ANUJR-B. Vol. 39 (9), 2025

work behavior has a direct impact on the
adaptability = and  competitiveness  of
organizations, ultimately resulting in improved
overall employee performance (Baig et al.,
2022). Earlier studies have shown that
innovative work behavior positively impacts
employee performance, encompassing the
exploration of new prospects and the
formulation of innovative ideas, which
ultimately lead to the implementation of
changes and fresh insights that enhance
individual work proficiency and, consequently,
the overall performance of the organization
(Sifatu et al., 2020). Regarding the fifth
hypothesis, it is proposed that the working
environment affects employee performance.
The findings of this study are consistent with
other studies that assert that a positive work
environment benefits employee well-being and
increases organizational productivity (Hsiao et
al., 2015). An inclusive and effectively
managed work environment has the potential to
improve employee performance by
encouraging the integration of a variety of
skills, perspectives, and approaches to

problem-solving (Hauret & Williams, 2020).
Conclusion

This study establishes that diversity
management plays a crucial role in fostering
innovative work behavior and cultivating a
healthy work environment. Ultimately,
employee performance is largely influenced by
inventive work behavior and the work
environment. These findings highlight the
importance of effectively managing diversity,
which will lead to the establishment of an
inclusive work environment and promote
innovative work behavior. This setting will
foster a sense of appreciation and
empowerment among employees, encouraging
them to think creatively and enhancing their
feeling of inclusion. As a result, employee
performance will be improved. Furthermore,

workplace diversity provides additional
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benefits. Another conclusion that can be drawn
from the findings of this study is that diversity
management does not immediately boost
employee performance. For this reason, it is
essential for businesses to equip themselves
with efficient communication and management
practices to maximize the advantages that
diversity offers.

Implications

The theoretical implications of this study are
twofold. First, effective diversity management
can increase innovation, novelty, and
improvisation  that  support  employee
performance. This has a positive impact on the
advancement of knowledge, addressing gaps in
previous studies that identified negative
influences or no influence at all. Second, the
absence of a direct influence between diversity
management and employee performance
provides insight to all stakeholders in the
company that diversity management alone is
insufficient to improve employee performance;
a supportive work environment and innovative

performance behavior are also necessary.

The practical implications of this study
include the necessity for management to
effectively manage diversity within their
company by providing diversity training,
implementing inclusion policies, fostering
diverse  recruitment, encouraging open
dialogue, and securing leadership support.
These initiatives will serve as the foundation
for the creation of innovative ideas resulting
from collaboration and cooperation among all
teams in the company, ultimately leading to
increased employee performance and enhanced
competitive advantage.
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