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Abstract

This literature review delves into the study of cultural diversity within the
context of globalized workplaces. With the modern world progressing
towards increased interconnectedness and greater integration, workplaces
are evolving into multicultural environments. Recognizing the profound
significance of cultural diversity, this review explores the attitudes held
toward this phenomenon and the value placed on cultural diversity by

examining evidence of its social and economic ramifications.

Analysis of existing literature unveils the prevailing perceptions
surrounding diversity within graduate workplaces. It scrutinizes the
intrinsic value attributed to cultural heterogeneity, shedding light on how
such perspectives impact collaborative dynamics, innovation, and
creativity. The impact of these factors on overall organizational
performance and growth allows for presenting an account detailing the

advantageous contributions as well as potential drawbacks.

Following this discussion leads to the consideration of diversity
management. The review outlines the need for comprehensive cultural
education, training and for organizations to proactively manage cultural
diversity, harnessing its potential while mitigating the challenges. The
synthesis of evidence-based insights ultimately positions this work as a
stepping stone for future explorations, inviting further investigation into
the mechanisms through which multicultural workplaces can be optimized

for the mutual benefit of individuals, organizations, and society at large.

This research project feeds into a wider LITE project, ‘Enhancing the value

placed on diversity: from classroom to workplace’.
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Introduction

Cultural diversity has been defined as “the representation, in one social
system, of people with distinctly different group affiliations of cultural
significance” (Cox, 1993). It is seen as the presence of variation in human
culture within the same geographical region, where each group has its own
distinguishing features (Al-Obaydi, 2019). The diversity may be a result of
ethnicity, country of birth, religion, and many other factors (Vertovec
2007), with varying influence on people’s lives. More generally, it refers to a
reality of coexistence of diverse knowledge, beliefs, arts, morals,

laws, customs, religions, languages, abilities and disabilities, genders,
ethnicities, races, nationalities, sexual orientations, etc., of human beings
(Lin, 2020). Workplaces that increasingly resemble microcosms of the
global community have led to the need to embrace cultural diversity. Its
significance can be observed in various aspects of life, from education and
healthcare to business and politics, engendering a transformative impact on

society as a whole.

Delving deeper into understanding the strengths and weaknesses that
diversity brings along with presents a dual narrative. While it is celebrated
for its potential to realise novel methods of working, bring creativity and
foster inclusivity, it is scrutinized for potential challenges such as
communication barriers and conflicting values. Hence, the concept of
diversity management emerges as a pivotal theme within this exploration,
signifying the delicate equilibrium required to harness the benefits while

mitigating the drawbacks of cultural diversity in the workplace.

Moreover, there exists an undeniable need for greater education and
awareness surrounding this multifarious subject. This literature review

provides an overview of the current knowledge landscape and functions as a


https://izajodm.springeropen.com/articles/10.1186/2193-9039-3-13#ref-CR58

foundational framework for future inquiries that seek to understand the
dynamic interplay between cultural diversity, graduate workplaces, and the

broader spectrum of society.

Social Impact

Immigrants have been awarded 38% of the Nobel Prizes won by Americans
in Chemistry, Medicine and Physics since 2000, as analysed by the
National Foundation for American Policy (NFAP). In the same time span,
the share of immigrants in the general population of the US has only grown
steadily from 10% to a little under 14%. This is thought-provoking as such
high-level research in hard sciences is generally organised through

teamwork and collaboration.

Cultural diversity can be seen to have both a positive and negative influence
on people’s lives based on theoretical arguments. It could serve as a positive
social amenity leading to greater personal choice and freedom through a
variety of services available (Mazzolari and Neumark 2012) and may
indicate the presence of a tolerant local population (Florida 2002).
However, competition for scarce resources among culturally diverse groups
may result in racism and social conflicts (Alesina and La Ferrara 2002;
Putnam 2007; Sturgis et al. 2011) and a decrease in trust (Costa and Kahn

2003; Letki 2008).

Cultural diversity allows for building an atmosphere accommodating
multiple ideas and perspectives. Scott Page (2007) spoke about each
individual possessing an internal language, a unique way of seeing and
describing the world different from all others. A perspective can then be

thought of as a map from reality to an internal language such that each
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distinct object, situation, problem or event gets mapped to a unique word.
Herein lies the intrinsic value of diversity, the ability to perceive our
universe and communicate about it in different manners. Scientific
breakthroughs and business solutions often come from looking at the
problem differently. However, bringing together people from diverse
backgrounds and harmonising their views to complement each other
requires a lot more time and effort. Social dynamics are complex, with
people categorising others into in-groups and out-groups and then deriving
part of their self-worth from the in-group value; according to
self-categorisation theory (Turner, 1982) and social identity theory (Tajfel
& Turner, 1986). There is also the similarity-attraction paradigm (Byrne,
1971) where actual and perceived differences lead to reduced interpersonal
interaction and attraction, with people feeling uncertain and anxious in a

dissimilar social environment (Stephan & Stephan, 1985).

Hence diversity can enhance social cohesion and lead to cultural
enrichment. However, it requires overcoming communication barriers and
social conflicts as individuals struggle with questions about their own
identity and the role of diversity in social interactions. By accepting cultural
change society can open up to new perspectives and ways of thinking. This
can lead to the birth of hybrid art, music, and dance forms and help

different communities work together toward common goals.

Economic Benefits of Cultural Diversity

Theory has both advocated for and against diversity’s economic impact. As
for the benefits, undertaking production in a range of distinct diversified
goods and services adds to a collection of unique desirable amenities that

would have been otherwise unrealised and therefore inaccessible to locals,
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if not for the foreign element. The novel ideas and abilities that foreigners
bring forth could well complement those of natives, enhancing efficiency
and boosting production. However, natives may feel uncomfortable at the
thought of living in a multicultural environment - with alien third parties
encroaching on their cultural territory. Combining it with intercultural
frictions and the idea of losing out on workplace opportunities due to
international competition could potentially slow down productivity and
growth. Thus in principle, there seem to be mixed effects of diversity which
call for an evidence-based approach and greater deliberation into the exact

economic value derived or perhaps lost at the hands of diversity.

For a long time, empirical literature mainly discussed ethnic and linguistic
fractionalization: the probability that two random people selected in a
country will fall into separate ethnic or linguistic groups; which depicted
negative effects on economic growth in cross-country comparisons
(Easterly and Levine 1997; Collier 2001; Alesina et al. 2003, Forthcoming),
with the possible exception of select wealthy nations (see Alesina and La
Ferrara 2005, for a survey on these issues). Ashraf and Galor (2013a, b)
focus on genetic diversity and show that it exhibits an inverse u-shaped
relationship with income per capita. So the results seemed to suggest that
the negative effects of diversity dominate over potential positives. However,
Alesina, Harnoss and Rapoport (2016) published an extensive article
detailing that birthplace diversity is largely uncorrelated with ethnic,
linguistic or genetic diversity based on empirical testing. Immigrant
diversity was then shown to relate positively to measures of economic
prosperity such as income per capita. It demonstrated how increasing the
diversity of skilled immigration by 1 percentage point led to an increase in
long-run economic output by about 2 %. Perhaps the most unique
contribution of the paper lies in the idea of production optimisation

through cultural distance. The correlation held especially true for skilled
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immigrants in richer countries at intermediate levels of cultural proximity.
This may suggest a trade-off equilibrium between the communication and
social costs of diversity against benefits gained from @ skill

complementarities through native-immigrant pairs.

Exploration into the role of cultural diversity in improving urban diversity
by Gianmarco I.P. Ottaviano, Giovanni Peri (2006) was conducted by
studying the long-run equilibrium of wages and prices across US cities. The
focus on cultural diversity was through nationality and measured by an
index of “plurality” of countries of origin. The study of how diversity exerts
influence on local production and consumption led to the documentation of
a robust correlation: US-born citizens reaped economic benefits in
metropolitan areas that saw an increase in the share of foreign-born
between 1970 and 1990, with the gains translating through increased wages
and rental pricing offered by housing. Even after accounting for
endogeneity bias regarding causal effects and spatial selection of native
workers - locals more “tolerant” towards multiculturalism are attracted to
areas with a higher concentration of diversity, the findings remained
consistent with a dominant positive effect of diversity on productivity: a
more multicultural urban environment makes US-born citizens more
productive. Another study (Wolf and Blien, 2012) investigated the German
labour markets and reinforced the idea that cultural diversity benefits

native workers through improved productivity.

Research into value creation through diversity also probes deeper questions
about addressing exact pathways and mechanisms through which benefit
derivation can be recognised. Foreign-born residents naturally possess
different skill sets and abilities as compared to their local counterparts,
which could serve as beneficial factors in the production of distinctive

goods and services. Jacobs (1969) has attributed the economic success and



prosperity of cities to their industrial diversity, looking at cities as a
prerequisite for the sustenance of rural economies and further generating
growth through the support of the local economy. Quigley (1998) and
Glaeser et al. (2001) value heterogeneity and identify the diversity in
availability and accessibility of consumption as one of the attractive
features of cities. A quality blend of differentiated goods and services has
effects on density demand and a positive impact on quality of life. Florida
and Gates (2003) advocate for urban inclusiveness and stress that the
development of high-tech industries relies on the diversity of creative
professionals employed in research. More generally, Fujita et al. (1999)
utilised the ‘love of variety’ in preferences and technology as one of the

foundational principles in their theory of spatial development.

The overall view on cultural diversity’s economic value seems to be positive.
However, the effects are not guaranteed and their magnitude varies on the
context. As theory has suggested, evidence of social conflict (Alesina and La
Ferrara, 2005), decreased economic growth (Easterly and Levine, 1997)
and social trust (Putnam, 2007) has been documented while there are also
cases of enhanced innovation (Saxenian, 2002) and growth (Alesina et al.,
2013). This leads to the discussion of a potential diversity equilibrium and

balancing the productivity gains with the social downsides.

Organisational Performance

With increasing globalisation and evergrowing international pressure,
companies have been trying to create diverse, multicultural teams to tackle
more complex worldwide problems and gain a competitive edge. The
workforce is becoming ever more diverse in all different dimensions such as

gender, race, and nationality (Fullerton 1987; Johnston 1991). World



population demographics delineate how none of the traditional industrial
powers of the world has adequate fertility rates to replace the current
population, thereby driving labour demand from immigrants and
underrepresented participant groups. (Cox,1993) For the adaptation and
operation of specialised production processes firms may further turn to
outsourcing. Faced with these facts, organisations have been focused on
creating cross-functional teams to gain a competitive advantage as early as

the 1990s.

A diverse workforce unites individuals with unique backgrounds,
experiences, and perspectives, fostering a rich pool of ideas and creativity.
Research by Nielsen and Nielsen (2013) demonstrated that companies with
diverse teams are more likely to introduce new products to the market and
exhibit higher levels of innovative activity. Recent studies have also
supported the claim that cultural diversity has a positive impact on
innovation and creativity, provided the fundamental team dynamics are
understood and underlying barriers are addressed and overcome. To derive
maximum gains from a diverse team, cross-cultural competence of
members is required (Jones et al.,, 2020). A South African case study
(Govender et al., 2017) added how recruitment and retention of diverse
workers led to improved employee engagement. By establishing such an
inclusive culture, firms can cater to and attract bright talents available in
international markets. Guillen et al., (2018) studied Human Resource
Management (HRM) practices in Spain and discovered that HR policies
and practices oriented towards seeking employee commitment rather than
control, are conditioned by diversity such that performance improves when
firms have a diverse workforce with respect to age and functional speciality

(Sujin, 2005).

Modern problems and organizational challenges continually require

multifaceted solutions. In this respect, cultural diversity can contribute to



more effective problem-solving through the promotion of a broader
spectrum of approaches. Diverse teams draw insights from their varied
cultural contexts, resulting in the formation of comprehensive analyses and
strategies. A study by Horwitz and Horwitz (2007) highlighted that diverse
teams tend to outperform homogenous teams in complex problem-solving
tasks. Employees with diverse language skills and cultural awareness can
better understand and navigate the complexities of international business.
Adapting to different cultural norms and preferences in this way allows
organizations to tailor their products and services to diverse consumer
segments. This enables them to formulate business proposals better
targeted towards local regions, allowing operations to expand. In a survey
conducted by Deloitte (2017), 85% of respondents agreed that diversity is
crucial for their organization's success in new and existing markets. A
report by McKinsey (2018) revealed that companies with higher gender and
ethnic diversity are more likely to outperform their peers in terms of
profitability. They followed up these findings with a new report
strengthening the case for diversity and inclusion in corporate leadership
detailing how with greater representation came a higher likelihood of
outperformance (Dixon-Fyle et al., 2020). Such findings show that
inclusion and diversity are not mere quotas to fulfil that improve
companies’ optics. They have instead led to making a strong business case

for diversity’s role in corporate excellence and outperformance.

Diverse teams can also lead to more robust decision-making processes by
encouraging open discussions and critical evaluations. However, effective
conflict resolution is essential to manage potential disagreements
stemming from cultural differences. The aspect of miscommunication due
to cultural differences can hamper such decision-making processes. Hunt

(2007) shared how overseas nurses and health professionals were brought
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in due to domestic shortages. These workers were exposed to
discriminatory practices involving the overuse of complaints and grievances
against them. Early survey data reported by Jones (1986) and Fernandez
(1981) demonstrates how non-majority group members are much more
aware of group identities with many perceiving race to be a hindrance in
career progression and promotion. Hence this calls for further research into
areas of cultural frictionalities and devising new proposals and techniques
to combat and overcome such obstacles. When handled appropriately,
these conflicts can lead to better decision outcomes. A study by Jehn et al.
(1999) highlighted that task-related conflicts in culturally diverse groups
can lead to improved decision quality. Successful interaction across
cultures requires cultural intelligence. Such development requires
cognitive, affective, and behavioural training (Earley and Ang, 2003).
Knowledge integration, suggestion identification, and judgment suspension
until information is available can be very helpful in improving interaction

in multicultural organisations (Traindis, 2006).

Innovation is a driving force behind organizational growth and
competitiveness. By fostering an inclusive environment, organizations
utilise the potential of diverse perspectives to drive innovation, improve
problem-solving, and enhance employee engagement, pillars of the
“Value-in-diversity” philosophy (Cox, Lobel and McLeod 1991; Mandell and
Kohler Gray 1990; Marmer-Solomon 1989; Esty 1988; Copeland 1988).
Although challenges exist, strategies such as inclusive leadership, effective
conflict resolution, and targeted diversity initiatives can help organizations
leverage cultural diversity to gain a competitive edge and excel in the
complex and interconnected business landscape. For management to
realise the most gains, it requires active supervision over maintenance and
expansion of their diversity pool along with minimising barriers to optimise

performance.
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Diversity Management

While the above discussion has revolved around the impact of cultural
diversity in economic, social and educational domains along with
merit-demerit analysis, the actual realisation of those benefits may still
prove to be a challenge. Research on diverse work groups has yielded mixed
results. On the one hand, there is evidence associating diversity in work
groups with positive outcomes such as enhanced flexibility and creativity
(e.g., Earley & Mosakowski, 2000). On the other hand, diversity has also
been associated with negative social consequences such as conflict and
miscommunication (e.g., Milliken & Martins, 1996; Pelled, Eisenhardt, &
Xin, 1999), and with less job satisfaction, higher turnover rates, and lower
performance (e.g., McKay et al., 2007; Thomas, 1999; Tsui, Egan, &
O'Reilly, 1992; cited by Meeussen et al., 2014). Moreover, unconscious bias
and discrimination can undermine the advantages of diversity.
Communication barriers, stereotypes, and misunderstandings may hinder
effective collaboration. Proper intervention through effective diversity
management can help overcome these disadvantages. Research by Kalev et
al. (2006) emphasized the role of managerial practices in mitigating the
negative effects of diversity-related conflicts. Addressing these challenges
requires proactive measures such as diversity training and creating a safe
space for open dialogue. Leadership development programs that emphasize
cross-cultural competencies can prepare leaders to manage diverse teams
successfully. A study by House et al. (2004) highlighted the positive

correlation between inclusive leadership and organizational performance.

Culturally diverse work groups do not always reach their full potential

compared with less diverse groups. A study by Meeusen et al. (2014)
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examined value alignment processes among low and high diversity groups
reasoning that actual and/or perceived differences between group members
could complicate the journey to reach a shared understanding of primary
group values and goals for highly culturally diverse groups. Previous
research has demonstrated that work group functioning is negatively
affected when group members do not share the same values (See Jehn,
Northcraft and Neale, 1999). Reaching a shared understanding and
consensus of group goals helps effectively allocate time and effort to
different project targets. Conducted at a Belgian University, they found high
diversity groups performing significantly worse and lacking value
convergence when compared to the low diversity groups. So value addition
through cultural diversity needs to be balanced against the increasing
difficulty for group members to develop shared values (See Jehn, Chadwick,
& Thatcher, 1997; Luijters et al., 2008). Since highly diverse groups need to
incorporate multiple viewpoints and perspectives, such findings address
the issue of management policy, removing barriers to better exploit the
potential advantages of cultural diversity in the work context and in society

at large.

Training individuals to embrace diversity begins at school. The educational
environment provides a learning atmosphere where students can cultivate a
deeper understanding and appreciation for different cultures. Such a
grounded approach could ultimately contribute to a more inclusive and
harmonious work setting. According to a study conducted by the American
Psychological Association (APA, 2018), exposing students to diverse
cultures during the formative years of learning improves cognitive
flexibility and empathy, vital traits for effective collaboration and peaceful
conflict resolution in professional settings. Educational institutions that
embrace multiculturalism through curricular and extracurricular activities
enable students to engage with various perspectives, fostering

open-mindedness and reducing prejudice.
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The potential for international students to reshape educational content and
delivery indicates the need for cultural diversity training that enhances
intercultural communication for all stakeholders (e.g. Bennett, 2004; Lo
Bianco, Liddicoat, & Crozet, 1999; Ward, 2001). Salvadori (1997) shares
how the attainment of multicultural education relies on the birth of a
hybrid culture originating through the shared values of both parent cultures
and its adaptation by classroom students and faculty (pp. 187-188).
Similarly, Cadman (2000) suggests that for intercultural education to be
truly effective at its deepest level it needs to involve facilitating a meld of
classroom cultures. Furthermore, research published in the Journal of
Applied Psychology (Harrison et al., 2020) emphasises how celebration of
cultural diversity in educational experiences fosters a sense of belonging
and psychological safety. Students who feel valued for their unique
backgrounds are more likely to exhibit a positive attitude towards
differences in the workplace, thereby contributing to a healthier

organizational culture.

So integrating cultural diversity into education helps develop the skills
students require to navigate differences effectively. With appropriate
training, remodelling curriculums and accommodating cultures through a
blend of diverse values, students can be better prepared to face differences
in professional work environments. When coupled with inclusive
leadership and appropriate HR practices, this can further boost cultural
intelligence in organisations. Developing traits like cognitive flexibility,
empathy, and promoting a sense of belonging, will allow future
professionals to embrace diversity and participate in inclusive workplaces.
There is further scope of research on how firms balance the diminishing

social costs and capitalise on diversity benefits for group success.
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Conclusion

In conclusion, this literature review serves as a lens to look at the current
landscape of discussion around cultural diversity and its perceived value in
graduate workplaces. Its study is crucial to understanding how it allows for
harmonizing a myriad of wunique perspectives, thereby enriching
problem-solving, creativity, innovation, and decision-making processes. In
the workplace, diversity fosters inclusivity and bolsters employee
satisfaction. However, the road to realisation is not without obstacles -
communication barriers, intercultural frictions, and a potential loss of
individual identity necessitate thoughtful consideration. Moreover,
addressing discrimination and prejudice is paramount. This underscores
the perpetual need for effective diversity management, with roots in
educational institutions that span to corporate entities, as we strive to build

towards more egalitarian and inclusive societies.

The study of cultural diversity goes beyond mere definition; embodying a
profound relevance extending across diverse environments and contexts.
As we've seen, it is not a one-size-fits-all concept but rather a multifaceted
gem like a diamond. Characteristic of their scarcity value, diamonds require
careful polishing and refining to reveal their true brilliance. Similarly,
multicultural teams demand astute attention and careful management
which allows them to bring out the best in people. The journey so far has
been underpinned by a significant shift in diversity management policies.
Initially designed to combat discriminatory practices, they have now
evolved to encompass a broader perspective, recognising diversity as an
asset with inherent value (Lauring and Colin, 2004). In this contemporary
landscape, perhaps now there is a need for further redefining the value of
diversity within workplaces, where it serves not only as a moral imperative

but also as a catalyst in enhancing competence and driving overall
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organisational growth, ultimately leading to a more inclusive and

prosperous society.
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