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1. Introduction 
Diversity management practices in Multinational corporations (MNCs) have become an important area of research among international scholars. A large number of researchers (e.g., Ferner et al. 2004, Yang and Konrad 2011, Forstenlechner and Mellahi 2011) have utilized the institutional theory to analyse how the national institutions influence the diversity management practices of foreign-owned subsidiary. Despite the recent increased in research on MNC subsidiary diversity management, there is relatively little research conducted to investigate how MNC subsidiary implement diversity management programmes in Saudi Arabia. There is also limited studies have empirically attempted to investigate how the national institutional forces and national context influence MNC subsidiary to manage diversity in Saudi Arabia. the majority of diversity research in Saudi Arabia is focusing on gender issues at the workplace (Elamin and Omair 2010) or on expatriates’ workers (Showail et al. 2013, Bhuian et al. 2001, Bozionelos 2009, Bhuian and Al-Jabri 1996). 

It has been argued that the concept of diversity management has not been well applied in the Saudi’s workplace environment (Nishii and Özbilgin 2007). This absence of diversity management research is due to number of reasons. First, diversity management has emerged in US, which was rooted to the equal employment opportunity and affirmative action (Cooke and Saini 2010). Unlike the Western countries, the majority of Arab Middle East countries have not fully adopted the concept of diversity and inclusion (Alserhan et al. 2009, Yaghi and Yaghi 2013). Diversity management as a new concept may not be easily implemented in Saudi’s working environment (Elamin and Omair 2010), leaders and HR managers may resist to change because they are uncertain about the impact of this change (Afiouni et al. 2013). Saudi’s cultural norm is another reason that might act as obstacles to the development of diversity management policies and practices. Hofstede (1980) argue that countries in high power distances contexts, such as Saudi Arabia, will not accept any management practices that might reduce the gap between superiors and its employees.

This study, therefore, aim to bridge this gap by drawing on case study of UK MNC in Saudi Arabia to investigate how the institutional factors influence MNC subsidiary to implement diversity management practices. We explore the national contexts of diversity in Saudi Arabia as it will outline how the institutional actors influence organisations movement towards diversity and equality in the workplace. Using Saudi Arabia as a national sample, we examine two key aspects of diversity management practices. First, we attempt to investigate how the term “equality” and “diversity” are defined in this national context. Both of these terms add a unique dimension to the study of diversity management research. Mustafa () argue that the term “equality” use to understand the relations of power at work, whereas “diversity” draws attentions to the multiplicity of strands of differences. Second, a case study of MNC subsidiary in Saudi Arabia we will to understand two complementary questions: why do MNC subsidiary implement diversity management practices? Secondly, how the national institutions forces influence the subsidiary diversity management practices in workforce planning, recruitment and training?

2. Theoretical Rational for Adopting Institutional Theory 
Institutional theory has become an increasingly prominent theory that highlight the relations between an organisation and its external environment on shaping the organisational decision to adopt management practice, and the way that organisations tend to legitimize their practices through isomorphic pressures (DiMaggio and Powell 1983, Zucker 1987). It has been also utilized to study HRM practices within MNCs by a number of scholars (for example, Björkman et al. 2007, Lawler et al. 2011, Edwards and Tempel 2010). Understanding the influence of the environment is relevant to the study of organizational culture. Researches indicate that the external environment is characterized by various dimensions (Scott 1993). The institutional theory proposes that Western societies and non-Western societies are governed by various institutions (Tatli et al. 2012). It also suggests that organizations within the same working environment are subject to hold by various institutions, each containing manifold institutions. This multiplicity raises number of questions regarding how organizational cultures are affected by various institutions in different countries. Scott (1995, p. 33) defines institutions as the “regulative, normative, and cognitive structures and activities that provide stability and meaning to social behavior”. 


Institutional theory focus on the influence of regulatory, social and cultural factors that promote survival and legitimacy of an organizations rather than focusing on generate efficiency (Bruton et al. 2010). Institutional isomorphism, both structural and procedural, will obtain the organizational legitimacy for their practices (Martinez & Dacin, 1999). Legitimacy refers to the acceptance and approval of organizational actions as an authority by internal and external stockholders. MNCs operating in different countries with varying institutional environments will face diverse pressures. Some of those pressures in host and home institutional environments are testified to exert fundamental influences on competitive strategy (Martinsons, 1993; Porter, 1990) and human resource management (HRM) practices (Rosenzweig and Singh, 1991). 


Institutional theory argues that diversity management practices will be subject to three types of institutions: regulative, normative and cognitive. These institutions exert three types of isomorphism coercive, normative and mimetic.  
(1) Coercive isomorphism suggests that MNC subsidiaries will adopt diversity management practices because they are required to do so by statutory and regulatory frameworks. These may include localisation schemes and equality employment legislation. 
(2) Mimetic isomorphism suggests that MNC subsidiaries will adopt diversity management practices similar to their competitors in order to manage uncertainty. 
(3) Normative isomorphism suggests that MNC subsidiaries will adopt diversity management practices because of normative pressures in the institutional environment. These normative pressures may arise from the view that diversity management is a good thing to do and to sustain the competitive advantages. 

Applying the institutional theory to the case of diversity training not only offers a great opportunity to understand the institutional complexity that organizations face but also contribute to the development of theory itself (DiMaggio and Powell, 1983, Kostova and Roth, 2002, Yang and Konrad, 2011). Institutional theory provides a powerful lens through which to generated valuable insights into the processes that define and explain institutionalization in organizational environment and their influence on organizational conformity to the environment (Oliver, 1991, Scott, 2001).


3. Institutional Dynamic of Diversity Management: A  Global Context 
[bookmark: _GoBack]Diversity and diversity management originated in US where it was rooted in equal  employment opportunity (EEO) and affirmative action (AA) (Maxwell et al. 2001, Jonsen et al. 2011). The demographic shifts in the workforce, within US and outside, have drawn countries attentions towards equality and diversity particularly in the UK, Canada and Australia (Symon et al. 2008). Although many organisations in different national contexts have implemented the equality and diversity concepts in their business strategy (Nishii and Özbilgin 2007), these concepts are mainly influenced by the US approach of diversity (Syed and Ozbilgin 2009). This influence is occurring for two main reasons. First, the majority of diversity research is conducted in US or often lead by US scholars and they rarely pay attention to diversity studies that published in language rather than English (Jonsen et al. 2011). Symon et al (2008) argue that the US domination of diversity research may lead to institutionalised bias against international research. Second, US MNCs play a major role in exporting the US concept of diversity worldwide (Egan and Bendick 2003), however, researchers often argue that these practices rarely succeed outside US boundary due to various socio-cultural and national institutions (Cooke and Saini 2010, Syed and Ozbilgin 2009). Thus, the focus on a single culture context may limit the applicability of researcher/s findings (Nishii and Özbilgin 2007, Aycan et al. 2000) and thus limited the advancement of further knowledge about diversity management in organisations.

Furthermore, scholars often argue that the concept of diversity management practices is largely influenced by how organisations conceptualized “diversity” (Bunderson and Sutcliffe 2002, Syed and Ozbilgin 2009). Yang and Konrad (2011) argue that in order to effectively study diversity management practices, researchers and practitioners should explain what included in their definition of diversity management practices. Diversity management practices often define as management practices that aimed to effectively manage diversity in order to create an inclusive work environment (Mor Barak 2005, Thomas 1990). Such definition could lead to different interpretations. Jonsen et al (2011, p.39) argue that the diversity management literature lacking a “critical insights into the definition and practices of diversity and diversity management outside US”. Effective diversity management practices are not only part of human resource activities but they must be incorporated into all organisational activities (Risberg et al. 2012).  


The diversity management practices implemented in foreign-owned subsidiaries in Saudi Arabia have received little attention among international HRM scholars (Björkman et al. 2007). This paper, therefore, will draw on the institutional theory for two reasons: first understand how the national institutions influence MNC to adopt diversity management in Saudi Arabia Second, to understand how the subsidiary mange to comply with local pressure as well as the pressure from the parent company. Kostova and Roth (2002) argue that applying institutional theory to the case of MNC is a powerful lens through which managers and researchers are able to understand the unique institutional complexity that subsidiary face and provide great a opportunity for further development. MNC will experience the pressure to adopt the local institutions and become isomorphic at the same time achieving the organisational goals and strategy. Thus, MNC will attempt to manage the complexity between the need for global integration and local adoption. 

4. The Case of the Kingdom of Saudi Arabia (KSA) 
Saudi Arabia is a member of the six Gulf Cooperation Council (GCC) states. It is the largest Arab stated by size and population among the GCC countries. In 1932, King AbdulAziz AlSaud established the KSA, and in a few decades the Kingdom has turned itself from desert to a modern nation. Islamic is the main religion and the Quran (the Islamic Holy Book) and the Shari’ah (Islamic law) are the main sources of legal system. The country is bordered by the Red Sea and the Gulf of Aqaba to the west, by the Republic of Yemen and the Sultanate of Oman to the south, the Arabian Gulf, the United Arab Emirates and Qatar to the east, and Jordan, Iraq and Kuwait to the north. The Kingdom’s economy relies heavily on oil and gas production which contributed around one half of GDP. KSA is the largest oil producing country, and the revenues from high oil price are the driving force behind its economy development (Madhi and Barrientos 2003). In recent years, the Kingdom has experienced a rapid shift from oil to non-oil activities aiming toward diversifying its economy. However, the government recognized that this shift will require the skills participation as well as qualified and experienced home nationals. 

Within GCC countries, there is a strong dependency on expatriate and foreign workers (Bozionelos 2009, Forstenlechner et al. 2012). Expatriate and foreign workers are working mainly in private sectors whereas home national tend to favour public sector jobs because4 of low working hours, high job security and low workload (Alserhan et al. 2009). The high unemployment rate among Saudi national continue to pose a major challenging to the political leaders (Mellahi 2007). According to the latest data, there is more than 7 million expatriate are working in private sector whereas home nationals are only representing 13% of the total workforce in private organisations (Central department of statistics and information in Saudi Arabia 2012). The report also shows that the total population of Saudi Arabia is around 29 million and only 4.6 million Saudi nationals are entering the workforce with more than 75% Saudi nationals in public organisations. 

Women employment in Saudi Arabia is also representing a major challenge to the Saudi government. Historically, the employment opportunities for women were very limited and they generally represent 7% of the total workforce. Unlike female expatriate, the majority of Saudi female are working mainly in health care and teaching sectors (Madhi and Barrientos 2003). In 2002 the unemployment rate was at 21.7% and by the end of 2012 the rate rise to 35.7% (Central department of statistics and information). Furthermore, the data shows that in 2006 more than half of university graduates were women.

There are a number of critical factors might influence female employment. First, giving the nature of Islamic culture, the gender roles are strictly defined and it is highly emphasized (Gallant and Pounder 2008). While, the number of educated female national are very high, most working environment were not ready to accommodate them. For instance, organisations that attempted to recruit female nationals are required by the government to provide them with close offices including the facilities which might increase the cost that associated with recruitment. Second, the labour law at that time did not pay more attention to the basic legal right for female nationals for example working hours, maternity leave, suitable working environment, pay differences and training needs (Mellahi 2007). Thirdly, balancing the responsibility of work and family life is a major factor for women. Within the Middle East countries, working mothers still shoulder more household responsibilities than men (Aryee et al. 1999) at the same time managers expect them to be committed to their work duties. Lastly, the “limited geographic mobility” for women in Saudi Arabia (Rutledge et al. 2011, p.186). A general manager from the Ministry of Labour stated: 

In order to address this gap, the government has largely invested in education and vocational training (Al-Dosary and Rahman 2005), at the same time initiated a localisation scheme that focus on increasing the number of Saudi national in private sectors and regulate the number of expatriate and foreign workers.  

4.1 Saudization 
Saudisation is the national policy of Saudi Arabia to encourage employment of Saudi nationals in the private sectors which, as of 2006, was largely (a) dominated by expatriate workers (b) to change people attitude towards working in private sectors (c) and to increase the percentage of female in private sectors. As of 2004, the program had met with little success.The Saudi government has enacted policies to promote Saudization, including warnings that "companies which fail to comply with Saudization regulations will not be awarded government contracts". 
In June 2006, negotiations between business executives and senior government leaders, including King Abdullah led to reductions of Saudization targets in some work sectors from 30 percent to 10 percent, In April 2009, it was reported that a Saudi campaign seeks to reduce the number of foreign workers.

4.2 Nitaqat
· Nitaqat is a Saudization program introduced by the Saudi Ministry of Labour. The initiative was announced in June 2011 and the implementation deadline for the program was in 2013.
· The program classifies the country's private organisation into four categories: Premium, Green, Yellow and Red (see table 1 for more information). Premium and Green categories include the companies with high Saudization rates, while Yellow and Red include the ones with low rates. The classification of other companies is based on the Saudization percentage (% of Saudi employees) and the total number of employees. The companies with less than 10 employees are exempt from the program, but still need to employ at least one Saudi citizen. 
· In general,“Nitaqat law” is the naturalization policy of the Saudi Arabian government which mandates reservation of 10% of job in Saudi companies to local population and a minimum monthly salary of 3,000 riyals to Saudi workers.

Table 1 to be inserted here



5. Industry Ltd – the case study organisation
Industry Ltd is a UK global defence and security company which deliver a full range of products and services for air, land and naval forces, as well as advanced electronic, security, information technology solution and customer support. The company has been a part of the Kingdom of Saudi Arabia’s corporate landscape for nearly 40 years. Even before the government launched the localisation strategy, the case study organisation has recruited a large number of Saudi nationals as part of its corporate responsibility programmes. However, after the government strategy has focused on increasing the number of Saudi nationals in private sectors, the case study organisation has started to think on how to continue maintain its excellent track record for implementing Saudization at the same time increase the diversity of the workforce. The case study organisation has participates in career days held by many universities across the Kingdom, in accordance with their strategy to attract and recruit both male and female professionals. In 2011, the government has awarded the company for best business environment for Job localisation. In order to sustain the competitive advantages, the case study organisations has recently established a Saudization department which looks after Saudi nationals include male, female and disabled workers, at the same time comply with the new rules by the Ministry of Labour. 

6. Methodology 
We conducted our interview with two different groups. Group one includes eight key people from the Ministry of Labour in Saudi Arabia (lasting 60 to 90 minutes each). Group two includes five key managers from the UK MNC in Saudi Arabia (lasting 60 to 90 minutes each). A total of thirteen in-depth interviews were conducted from April 2013 to January 2014. Table 2 provide a summary of the thirteen interviews and their positions. 

6.1 Group One 
We sent a formal letter to the Ministry of Labour in KSA to get his approval to conducted the interview with him and plus nine managers. We selected those people based on their relation to our study. The Ministry of Labour has approved our study and directed to the official person who assisted us to schedule eight interviews with Saudi government officials (seven men and one woman). Those people are mostly act as policy makers and they have a direct effect on the Saudi labour market. Within this group, our interview questions were mostly focused on the new labour laws that regulate HR system in private sectors include Saudisation, increase diversity, legal rights for female workers and the equal employment opportunity legislation. The interviews were conducted in Arabic. Although our interviewees were well educated and able to speak English fluently, Arabic is the official language of communication with people from the government. In this case, we used an external translator to translate the interviews from Arabic to English. Six interviews were recorded (60 – 90 minutes each) however two government officials did not allow us to record the interview so we used note method to record the data. 

6.2 Group Two 
We sent a formal letter to the CEO of the MNC in Saudi Arabia to get his approval to interview eight key managers include the CEO. The CEO has approved our study but we only interviewed five managers exclude the CEO (one expatriate and four local managers). Our interview questions were focused on (a) how do the company define and implement diversity management practices in Saudi Arabia (b) what factors influencing the company approach toward diversity management. All managers who involved in our studies have more than 10 working experiences so they have experienced the development of national labour law. The interviews were conducted in English because this is the official language of communication and were recorded (60 – 90 minutes each). 

Table 2 to be inserted here

6.3 Data Analysis 
All data have imported to a computer-assisted qualitative data analysis software package (NVivo). We divided our data into two different stages based on the categorization above. In the first stage, both authors read all transcribe data for group one without coding or analysis to get a general understanding of the Saudi labour law, the purpose and goal of Saudisation schemes and the movement toward diversity and inclusion. In the second stage, we read all transcribe data for groups two to get a general feeling of the content which focus on the relationships between the case study organisation and its local institutions. 
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