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ABSTRACT 

The corporate atmosphere profoundly impacts employee engagement, innovation, and overall efficacy in medium-sized 

firms. This study examines the correlation among corporate climate, inclusion, and employee engagement, emphasizing 

the need of cultivating a supportive workplace environment. An affirmative corporate climate marked by mutual respect, 

transparency, and support establishes a basis for employee engagement and dedication. Inclusivity, surpassing simple 

diversity, fosters a sense of belonging that improves participation, especially among excluded populations. The research 

emphasizes the imperative for organizational leaders to prioritize these factors, since they directly influence retention, 

performance, and creativity. Integrating inclusive policies and practices into the business atmosphere enhances employee 

motivation and loyalty, hence fostering organizational success. 
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INTRODUCTION 

Numerous organizations neglect organizational environment, resulting in potentially diminished employee job engagement 

and effectiveness. The organizational climate refers to how individuals inside an organization perceive and characterize 

their surroundings in terms of attitudes and values (Men et al., 2023). Perceptions may encompass concepts like as 

collaboration, leadership endorsement, trust, equity, amicability, disputes, performance criteria, and dedication. The 

organizational climates represent employees' opinions of the policies, practices, and procedures that are anticipated, 

endorsed, and rewarded about the organization's human resources. The organizational climate is considered a crucial 

element having substantial effects on human resource management and organizational behaviour (Rožman & Štrukelj, 

2021). Consequently, irrespective of the organization's size, it is essential for the organization to cultivate a strong 

relationship with its personnel. The organizational atmosphere significantly and positively influences employee creativity 

in small and medium-sized enterprises. The organizational climate positively and significantly influences entrepreneurial 

orientation in small and medium-sized enterprises. However, medium-sized organizations are already rather large, and 

owners or managers may struggle to adequately oversee personnel. Medium-sized organizations recognize inadequate 

managerial abilities, particularly in entrepreneurship, as impediments to their growth (Rožman & Štrukelj, 2021). This 

underscores the significance of addressing organizational climate concerns in medium-sized enterprises and emphasizing 

the necessity of human resource considerations during organizational growth. Organisational climate is equally vital in 

both large and small businesses; nevertheless, as an organisation expands, the demands on its governance and management 

evolve, necessitating an increased awareness of these changes. This research aims to draw the attention of governors and 

managers of medium-sized organizations, since the components of organizational climate may require greater focus from 

them (Okatta et al., 2024). 

Employee engagement is now essential for thriving businesses because of the positive effect it has on productivity, staff 

retention, and the company's bottom line. Employee engagement, broadly defined as the emotional and cognitive dedication 

they have to their company, has a significant influence on how they approach their work, communicate with coworkers, 

and support organizational objectives. Numerous benefits, like as greater innovation, improved customer service, and 

enhanced profitability, are linked to high levels of involvement. Engagement is a critical area for organizational focus since 

engaged individuals are more likely to be loyal, eager to go above and beyond in their roles, and have higher job satisfaction. 

The modern workplace is being reshaped by increased competition and rapid technological breakthroughs, forcing firms 
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to adopt tactics that actively engage and retain their staff in addition to attracting talent. As a result, creating an atmosphere 

that encourages participation has become a top priority for organizational planning (Kuknor et al., 2023). 

Inclusivity and organizational climate have been found to be two of the most important elements in the effort to create a 

work environment that encourages engagement. A workplace's common beliefs and attitudes, such as leadership 

philosophies, communication techniques, rules, and the overall atmosphere of the workplace, are referred to as the 

organizational climate. A positive workplace culture, which is defined by transparency, trust, support, and 

acknowledgment, makes workers feel safe, appreciated, and inspired, all of which raise employee engagement levels. On 

the other hand, a bad workplace culture can make workers feel unappreciated or unsupported, which can cause them to 

become dissatisfied and disengaged. For example, a company where workers are free to express their opinions without 

worrying about criticism fosters creativity and candid dialogue, which improves the atmosphere. Because workers are more 

inclined to completely commit to an atmosphere where their contributions are acknowledged and respected, this climate 

then becomes a driver of engagement (Rožman & Štrukelj, 2021). 

Beyond simple diversity, inclusiveness in the workplace entails fostering an environment where workers of diverse 

identities, experiences, and viewpoints feel valued, accepted, and encouraged to contribute. All employee's individual 

abilities are valued in an inclusive workplace, which fosters a sense of acceptance and belonging that is essential for 

engagement. By acknowledging that each employee has a distinct voice and viewpoint that is beneficial to the company, 

inclusivity promotes equitable opportunity. Employees are more likely to feel psychologically comfortable, appreciated, 

and in line with company objectives when they believe their workplace is inclusive. These are all important aspects of 

engagement. By utilizing a variety of skills and perspectives, inclusive companies can improve their ability to be creative, 

innovative, and problem-solving. Therefore, by creating a feeling of belonging, inclusion not only increases engagement 

but also supports the larger corporate objectives of success and performance (Kuknor & Bhattacharya, 2021). 

A culture that actively engages employees is built on the interplay between inclusivity and organizational climate. When 

an inclusive culture and a supporting environment coexist, workers feel appreciated, respected, and free to express 

themselves completely. Employee motivation, dedication, and loyalty to the company are all significantly influenced by 

the convergence of climate and inclusion, which also defines their daily experiences. Employees are more willing to invest 

in workplaces that appreciate their personal identities and professional accomplishments when they work for companies 

that promote diversity and a healthy work environment, according to research. For example, a firm can foster a work culture 

that encourages active engagement and dedication by combining open communication channels with inclusive policies that 

support all employees, regardless of their background or demographic characteristics. In this sense, inclusivity and the 

organizational climate serve as engagement boosters, directly enhancing the resilience, flexibility, and general success of 

the business (Ingvarsdóttir, 2023). 

 

1.1 Understanding Organizational Climate and its Role in Engagement 

Organizational climate refers to the aggregate impressions, attitudes, and beliefs that employees hold toward their work 

environment. It includes an organization’s rules, procedures, leadership approach, communication methods, and overall 

culture, all of which affect employees' workplace experiences. This environment is essential in influencing employee 

attitudes, motivation, and, consequently, their degree of involvement. An affirmative organizational climate, defined by 

mutual respect, transparency, support, and acknowledgment, establishes a robust basis for participation by fostering an 

environment in which employees feel valued and secure. A detrimental climate, characterized by ambiguity, inequitable 

practices, or insufficient assistance, can result in disengagement, adversely impacting employee performance and elevating 

turnover rates. Comprehending the subtleties of organizational climate is crucial for leaders aiming to cultivate an 

environment that effectively engages employees and enhances loyalty (Rožman & Štrukelj, 2021). 

An encouraging corporate environment cultivates trust and transparency, both essential for participation. When employees 

see trust in their leaders and peers, they are more inclined to articulate their ideas, demonstrate initiative, and dedicate 

themselves to corporate objectives. This trust is fostered through honest communication, equitable policies, and a 

leadership approach that prioritizes employee contributions. Organizations that consistently offer employees constructive 

feedback, acknowledge their efforts, and immediately resolve issues foster an environment of transparency and support. 

Such environments foster a sense of recognition and validation among employees, directly influencing their motivation 

and sense of belonging. Studies indicate that employees who view their organization as trustworthy and transparent are 

more inclined to display elevated engagement levels and exert discretionary effort, surpassing the fundamental expectations 

of their positions to fulfill organizational objectives (Kuknor & Bhattacharya, 2021). 
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The leadership style in a business significantly influences the climate and, consequently, employee engagement. Leaders 

employing a transformational approach—marked by inspiration, encouragement, and personalized support—are more 

adept at cultivating a healthy workplace climate. Transformational leaders inspire people by synchronizing their individual 

aspirations with company goals, so enhancing their dedication and engagement. These leaders foster a culture of perpetual 

learning, advocate for cooperation, and enable transparent communication, all of which cultivate an environment where 

people feel driven and engaged. Conversely, an authoritarian leadership style that prioritizes control over employee liberty 

may foster a culture of compliance instead of engagement, resulting in people executing duties out of obligation rather than 

intrinsic motivation. By emphasizing a leadership approach that fosters employee welfare and growth, organizations can 

cultivate an environment that enhances engagement and sustained commitment (Rožman & Štrukelj, 2021). 

Organizational climate includes elements like as work-life balance, growth opportunities, and recognition systems, all of 

which are intricately linked to engagement. A climate that promotes work-life balance indicates that the firm prioritizes 

employee well-being, hence cultivating a good emotional attachment to the workplace. Likewise, offering staff avenues 

for professional growth and development, including skill-building courses or career advancement programs, fosters an 

environment of support and acknowledgment. Employees who perceive that their firm invests in their personal and 

professional development are more inclined to be engaged, viewing their workplace as a collaborator in their success. 

Moreover, recognition systems that acknowledge accomplishments and reward contributions are essential in reinforcing 

positive behaviours and enhancing engagement. By acknowledging individual and collective achievements, firms foster an 

environment of appreciation that enhances employees' motivation and commitment to significant contributions (Atiku et 

al., 2024). 

 

1.2 Inclusivity as a Driver of Engagement 

Inclusivity in a business is increasingly acknowledged as a vital catalyst for employee engagement, transcending diversity 

to guarantee that all employees feel appreciated, respected, and assimilated into the workplace culture. Diversity 

emphasizes the assembly of persons from diverse backgrounds, whereas inclusion guarantees that these individuals are 

heard and have a sense of belonging. An inclusive workplace offers equitable opportunities, appreciates varied viewpoints, 

and cultivates an environment where every person is enabled to contribute comprehensively. Employees who perceive 

acceptance and inclusion are more inclined to exhibit engagement, motivation, and commitment to their work. Inclusivity 

not only fosters employees' sense of belonging but also fortifies their emotional and cognitive ties to the firm, which is 

essential for engagement (Cunningham, 2023). 

An inclusive workplace fosters psychological safety, allowing individuals to articulate their thoughts without apprehension 

of judgment or adverse repercussions. This psychological safety is essential for engagement, as it promotes employees to 

express ideas, take chances, and create, with the assurance that their efforts are esteemed. Organizations that emphasize 

inclusion establish environments where employees from varied backgrounds may engage fully and freely, ensuring they 

feel valued and acknowledged. The perception of safety is particularly vital in involving minority or marginalized 

personnel, who could otherwise experience isolation or lack of support. An organization that solicits opinion from all 

employees during meetings, facilitates open discussions, and acts on feedback fosters a more inclusive atmosphere. 

Employees in such a setting are more inclined to experience psychological security, enhancing their readiness to engage 

and dedicate their energies to their roles (Rožman & Štrukelj, 2021). 

Inclusivity significantly contributes to cultivating a sense of belonging, essential for engagement. When employees 

perceive themselves as integral to an inclusive culture, they cultivate a profound connection with their colleagues and the 

firm. This sense of belonging enhances commitment, as employees see that their contributions are esteemed and that they 

are essential members of the team. Organizations that embrace different backgrounds, cultures, and opinions foster an 

environment in which individuals may fully express their identities at work. This atmosphere boosts participation and 

fosters a more authentic and interconnected workplace culture. Studies indicate that individuals who experience a sense of 

belonging are more inclined to remain with their firm, collaborate well with colleagues, and exhibit elevated levels of 

engagement. By promoting an inclusive culture, organizations can nurture a sense of belonging that enhances both 

individual and team engagement (Jenkins & Probst, 2022). 

The influence of inclusion on engagement encompasses the institutional policies and practices that promote diversity and 

equality. Organizations that adopt inclusive policies—such as flexible work arrangements, accommodations for diverse 

needs, and equitable access to career development opportunities—convey a definitive message to employees that they are 

esteemed and supported. These policies facilitate the elimination of obstacles that may hinder employees from fully 
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participating in their responsibilities. Facilitating accessible career advancement pathways for all employees guarantees 

fair chances for organizational growth, thereby greatly influencing their engagement. When employees recognize that their 

growth and development are valued irrespective of their background, they are more inclined to contribute to the 

organization's objectives and use their utmost efforts. Inclusive policies and practices immediately enhance workforce 

engagement by catering to the distinct needs and ambitions of different personnel (Brown, 2023). 

Inclusivity improves engagement by cultivating a culture of cooperation & innovation. When employees from varied 

backgrounds and perspectives feel included, they contribute a broad spectrum of ideas, experiences, and viewpoints. This 

variety of perspectives fosters innovative problem-solving and aids companies in navigating intricate difficulties. In 

inclusive settings, employees are more inclined to collaborate, exchange expertise, and pursue shared objectives, since they 

perceive their contributions as recognized and respected. The resultant sense of togetherness and mutual respect enhances 

team cohesion and fosters collective engagement, as employees collaborate to attain common goals. Organizations that 

leverage diversity experience heightened employee engagement, improved adaptability, and a strengthened competitive 

advantage (Tellur, 2023). 

Integrating inclusion into an organization's culture enhances participation by accommodating the diverse demands and 

viewpoints of its workforce. Inclusivity guarantees that the organizational environment accommodates the full workforce's 

diversity rather than serving a limited subset. Inclusive policies, like flexible work arrangements, mental health assistance, 

and accessible career growth opportunities, cultivate an environment that accommodates varied needs and enhances the 

employee experience (Atta, 2024). When employees perceive that their business addresses their individual needs, they 

experience a greater sense of connection to the workplace, hence enhancing their engagement levels. This responsiveness 

illustrates the organization's dedication to employee well-being, fostering an environment where all individuals feel 

empowered to contribute, so boosting both individual and collective engagement (Cohen, 2023). 

The incorporation of inclusion in corporate atmosphere promotes collaboration and innovation, both essential for 

engagement. When employees perceive inclusion and worth, they are more motivated to participate in collaborative 

endeavours, leveraging their different backgrounds to address challenges innovatively and efficiently (Ghani & Taylor, 

2023). An inclusive climate promotes respect among team members and capitalizes on their abilities, so increasing 

collaboration and cultivating a culture of mutual support. This collaborative environment enhances employee relationships 

and aligns workers with shared business goals, hence increasing engagement. Employees in inclusive environments 

generally exhibit elevated confidence in their peers and leadership, thereby diminishing workplace conflicts and fostering 

cohesion. Organizations may foster a robust feeling of oneness and enhance overall performance by facilitating cohesive 

employee collaboration within a framework of respect and inclusiveness, so promoting continuous engagement 

(AlMunthiri et al., 2024). 

A strong connection among organizational climate, diversity, and engagement positively influences organizational 

resilience. During difficult periods, a supportive and inclusive environment sustains elevated engagement levels by offering 

employees the stability and assistance required to manage transitions. Organizations that promote inclusivity and a pleasant 

environment are more likely to retain engaged employees who are adaptable, dedicated, and resilient in challenging 

situations (Byrd, 2011). Organizations that promote open communication and different perspectives during periods of 

change see enhanced adaptability and collaborative problem-solving, as employees feel empowered to offer ideas. This 

resilience, rooted in inclusivity, enhances engagement by bolstering employees' faith in their organization's capacity to help 

them and attain joint objectives, even in challenging situations (Cenkci et al., 2019). 

Hence, this article seeks to analyze how corporate environment and inclusivity enhance employee engagement. This review 

will identify the unique aspects of organizational climate and inclusivity that foster participation using empirical research, 

theoretical perspectives, and practical case studies. Furthermore, it will examine the methods by which these elements 

affect employees' perceptions, behaviours, and commitment levels. This paper will provide a thorough overview of how 

firms may strategically utilize climate and inclusivity to improve engagement and offer actionable ideas for cultivating a 

workplace culture based on active involvement and collective commitment. These insights will be beneficial for corporate 

leaders and researchers, providing direction on cultivating a more engaged, motivated, and resilient workforce. This review 

study aims to synthesize current literature about the relationship between organizational atmosphere, diversity, & employee 

engagement. This research seeks to identify the fundamental traits of organizational environment and inclusion that foster 

participation through the analysis of empirical studies, theoretical frameworks, and organizational case studies. 

Furthermore, it will analyze how enterprises may foster inclusive settings to improve participation and provide 

recommendations for further research on this critical topic. 



   
  
  
 

59 

European Economic Letters 
ISSN 2323-5233 

Vol 14, Issue 4 (2024) 

http://eelet.org.uk 

Review of Literature 

Recent literature extensively documents the relationship between diversity climate, inclusion, and employee engagement, 

with numerous research investigating how corporate inclusivity strategies promote engagement, commitment, and 

citizenship behaviour among employees. Higgins (2020) examined the correlation between views of diversity climate and 

organizational citizenship behaviour (OCB) as well as work engagement, demonstrating that favourable perceptions of 

diversity environment substantially influence both OCB and engagement. The study emphasized the mediating effect of 

organizational justice, which enhances the relationship by promoting a feeling of fairness and equity. This suggests that 

employees who recognize a fair and inclusive atmosphere are more inclined to exceed their job responsibilities, actively 

contributing to company objectives. Higgins' findings highlight the significance of perceived fairness and the necessity for 

firms to implement transparent and equitable processes in their inclusiveness initiatives. 

 

Kuknor and Bhattacharya (2021) examined organizational inclusion and leadership throughout global crises, 

highlighting the essential function of inclusive leadership in fostering a favorable organizational atmosphere and enhancing 

employee engagement. Their research indicated that inclusive leaders who actively engage and assist their staff foster a 

sense of psychological safety, which is crucial for employee engagement, especially during difficult periods. Inclusive 

leadership not only aids employees during crises but also strengthens trust and commitment, hence augmenting overall 

organizational resilience. The authors advocate for firms to promote inclusion in leadership practices to enhance 

engagement and adaptation, positing that inclusive leadership is a crucial catalyst for employee morale and engagement 

during crises. 

 

Brown (2023) investigated the correlation between workplace inclusion & employee engagement among individuals in the 

State of Michigan. The research indicated that workplace inclusion is a crucial determinant of employee engagement, as 

those who perceive themselves as included and valued demonstrate elevated levels of dedication and passion in their 

positions. Brown's research emphasized that cultivating an inclusive atmosphere can directly affect engagement levels by 

ensuring employees feel valued, recognized, and integral to the organizational framework. The study indicated that the 

sense of inclusion enhances employees' mental well-being, implying that inclusivity helps both organizational outcomes 

and individuals' personal happiness and motivation. 

 

Deepak and Perwez (2023) examined the influence of diversity management and inclusive practices on employees' views 

of the corporate atmosphere. In their research on diversity, equity, and inclusion (DEI) policies, they contended that 

proactively administered diversity & inclusion programs foster a favorable diversity climate, hence improving engagement. 

The research indicated that an effectively managed diversity atmosphere not only draws diverse talent but also enhances 

current employees' involvement by reinforcing the organization's dedication to equity. Additionally, Deepak and Perwez 

underscored that DEI policies should extend beyond mere representation to actively engage employees in decision-making 

and foster equal growth possibilities. This proactive strategy cultivates a perception of trust and fairness, which are vital 

components in developing an engaged and dedicated staff. 

 

Men et al. (2023) examined the influence of organizational diversity communication and cultural intelligence on fostering 

an inclusive environment, subsequently associating inclusivity with employee engagement. Their research indicated that 

transparent dialogue concerning diversity and elevated cultural intelligence among leadership substantially enhance an 

inclusive organizational environment. This inclusivity, consequently, augments employee engagement by allowing 

individuals from varied backgrounds to be acknowledged and esteemed. The research indicated that cultural intelligence 

in leadership facilitates the bridging of cultural differences, fostering a sense of inclusion among employees regardless of 

their backgrounds. These findings underscore that communication techniques focused on inclusivity enhance participation 

by cultivating a collective feeling of purpose and belonging. 

 

Finally, Sathyanarayana and Harsha (2024) investigated workforce diversity management, emphasizing the impact of 

an inclusive atmosphere on trust, job engagement, and commitment. Their research emphasized that cultivating an inclusive 

atmosphere enhances trust and congruence between employee beliefs and company objectives, which are essential for 

engagement. The research indicated that employees in inclusive settings are more prone to demonstrate elevated levels of 

engagement and commitment, since they perceive a deeper affiliation with the firm.  
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These studies jointly emphasize the necessity of creating DEI policies and inclusive practices that transcend superficial 

diversity to cultivate a truly inclusive environment, resulting in enduring employee engagement and enhanced 

organizational performance. 

 

Research Methodology 

This review research employed a systematic methodology to collect and assess pertinent literature on organizational 

climate, inclusion, and employee engagement. Primary sources comprised peer-reviewed journal articles, books, and 

conference papers, concentrating on empirical research that elucidate the correlation between corporate climate and 

employee engagement, alongside the effects of inclusion initiatives in diverse workplace environments. The chosen studies 

were rigorously evaluated to discern key themes, trends, and deficiencies in the current research. 

 

DISCUSSION 

The correlation between organizational climate and employee engagement is essential for cultivating a productive work 

environment, especially in medium-sized businesses. The climate of an organization consists of the collective perceptions 

and attitudes of employees regarding their workplace, shaped by leadership styles, communication techniques, and the 

overarching culture. A constructive environment marked by mutual respect, transparency, and support can substantially 

improve employee engagement, as individuals who perceive themselves as valued are more inclined to invest emotionally 

and cognitively in their tasks. A detrimental climate can result in disengagement and heightened turnover, underscoring 

the necessity for leaders to address climate enhancement. Inclusivity is a crucial element in this context, since a culture that 

accepts multiple identities and perspectives not only fosters employees' sense of belonging but also promotes innovation 

and cooperation. Employees in inclusive cultures are more inclined to articulate their views openly, fostering a creative 

and dynamic workplace. The interaction between organizational environment and inclusivity enhances individual 

participation and fortifies organizational resilience, especially in difficult times. Organizations can improve “employee 

engagement, retention, and overall performance by fostering a supportive and inclusive environment”, thereby contributing 

to sustained success in a competitive marketplace. 

 

CONCLUSION 

The study underscores the essential influence of organizational climate on employee engagement and innovation in 

medium-sized firms. An affirmative organizational climate that emphasizes inclusivity and support promotes employee 

morale and cultivates a culture of innovation and collaboration. By adopting varied viewpoints and fostering an atmosphere 

where all employees are esteemed and included, organizations can markedly enhance engagement and retention rates. The 

findings emphasize the necessity for leaders to proactively foster a workplace culture that promotes open communication, 

mutual respect, and inclusivity. As enterprises traverse the intricacies of the contemporary workforce, fostering a favorable 

organizational climate will be critical for attaining sustainable success and preserving a competitive advantage in the 

market. Organizations that value employee engagement and inclusivity will be better equipped to succeed in a varied and 

dynamic business environment. 
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