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ORGANISATION FOR ECONOMIC CO-OPERATION
AND DEVELOPMENT

Pucsuant to Artacle sar the Convention ten seed which came
pace on 30h September 1961, he Onganisaicon for Economic Co-op'eration and Oewel
11 shall paticies dexigned:

to achieve the highest sustainable economic growth and employment end acising stundatd
af living in Member countries, whie malntaiamge fimanceal stability, and thes to contribute
to the development of the word ecopomy;

The original Mesmbes countries of the OCD are Austia, Canada, a Prance,
amy, Ctaly, I hoor, the Netherlands, Norway, Porteyal, Spain,
tea, Switzerland, Tuckey, the United Kingdoo apd the United States. The following countries

Members sabsequently through accemion at tbe dates jadicatsd boreafter: Jupsa (28th April
+), Findand (28th (969), Anstralia (7th Jame 1971) and New Zealand (28th May 1973). The
awuxsion of the European Coraannities takes part io the work of theOBCD (Astictc (3 oftho OECD

en suns be dare:

LAS PRJNCIPES EUJRSDE LO!
A DES ENTREPRISESMULTINATIONALES

GOECD i90
Applications forpermiszivn te as past ofthis

pobtication sboutd be made foc
Head of Publications Service, OECD

2, roe André-Pascal, 75775 PARIS CEDEX 16, Pramoe

PREFACE

The OECD Guidelines for Multinational Enterprises are an essentia
component of the 1976 Declaration on Intemational Investment and Muttinational
Enterprises. The Guidelines are recommendations jointly addressed by the OECD
governments to multinational enterprises operating in their territories. Setting
voluntary standards of behaviour, they provide guidance to multiaational
enterprises and help to ensure that their operations are in harmony with the
policies of the countries in which they operate.

The Guidelines -seek to encourage the positive. contributions which
multinational enterprises can make to economic and social progress by helping to
resolve difficulties to which their operations may give rise. This applies to the
activities of multinational enterprises in OECD Member countries and, indeed,
throughout the world.

This report explains the nature and scope of the Guidelines. Its purpose is
to make the Guidelines better known and to contribute to their effective
implementation.

By

202-482-5939

focontribote to sound ecomomec expansion in Mesaber as well as conatries &
the process af ecmonuc develpuoeat, andi
to contribun: to the expansion o world trade on a non-divcricninatosy busis in

with inernastional obligations

474
P@

3/22
M
AY

19

3

ORGANISATION FOR ECONOMIC CO-OPERATION
AND DEVELOPMENT

Pucsuant to Artacle sar the Convention ten seed which came
pace on 30h September 1961, he Onganisaicon for Economic Co-op'eration and Oewel
11 shall paticies dexigned:

to achieve the highest sustainable economic growth and employment end acising stundatd
af living in Member countries, whie malntaiamge fimanceal stability, and thes to contribute
to the development of the word ecopomy;

The original Mesmbes countries of the OCD are Austia, Canada, a Prance,
amy, Ctaly, I hoor, the Netherlands, Norway, Porteyal, Spain,
tea, Switzerland, Tuckey, the United Kingdoo apd the United States. The following countries

Members sabsequently through accemion at tbe dates jadicatsd boreafter: Jupsa (28th April
+), Findand (28th (969), Anstralia (7th Jame 1971) and New Zealand (28th May 1973). The
awuxsion of the European Coraannities takes part io the work of theOBCD (Astictc (3 oftho OECD

en suns be dare:

LAS PRJNCIPES EUJRSDE LO!
A DES ENTREPRISESMULTINATIONALES

GOECD i90
Applications forpermiszivn te as past ofthis

pobtication sboutd be made foc
Head of Publications Service, OECD

2, roe André-Pascal, 75775 PARIS CEDEX 16, Pramoe

PREFACE

The OECD Guidelines for Multinational Enterprises are an essentia
component of the 1976 Declaration on Intemational Investment and Muttinational
Enterprises. The Guidelines are recommendations jointly addressed by the OECD
governments to multinational enterprises operating in their territories. Setting
voluntary standards of behaviour, they provide guidance to multiaational
enterprises and help to ensure that their operations are in harmony with the
policies of the countries in which they operate.

The Guidelines -seek to encourage the positive. contributions which
multinational enterprises can make to economic and social progress by helping to
resolve difficulties to which their operations may give rise. This applies to the
activities of multinational enterprises in OECD Member countries and, indeed,
throughout the world.

This report explains the nature and scope of the Guidelines. Its purpose is
to make the Guidelines better known and to contribute to their effective
implementation.

By

202-482-5939

focontribote to sound ecomomec expansion in Mesaber as well as conatries &
the process af ecmonuc develpuoeat, andi
to contribun: to the expansion o world trade on a non-divcricninatosy busis in

with inernastional obligations

474
P@

3/22
M
AY

19

3



Chapter I.

Chapter it

TABLE OF CONTENTS

INTRODUCTION

NATURE AND SCOPE OF THE GUIDELINES

1. Origins
2. Main features
3. Coverage .

Chapter HOW THE GUIDELINES WORK

I. Institutional arrangements
a)
5)

c)

National Contact Points
The OECD Committee on International Investment and
Muttinational Enterprises (CIME)
The Business and Industry Advisory Committee (BIAC)
and the Trade Union Advisory Committee {(TUAC) to
the OECD

2. Follow-up procedures
. a)
b)

d}

Chapter IV,

ludividual cases
Consultations
Periodic reviews
Promotional activities

COMMENTARY ON THE GUIDELINES

1. Introduction to the Guidelines
Responsibilities the various entities ofa multinational
enterprise

2: General policies

(7
17

20

24

ra

27

31-
31

6£
6S
-c
8r
-z
Za
e

BW
O
/d
SI
/8
LI

7

12
13

17

18

:

19 A
A
OO
N
N
=D<
w

Ui

an
un

20

22

:

5

Chapter I.

Chapter it

TABLE OF CONTENTS

INTRODUCTION

NATURE AND SCOPE OF THE GUIDELINES

1. Origins
2. Main features
3. Coverage .

Chapter HOW THE GUIDELINES WORK

I. Institutional arrangements
a)
5)

c)

National Contact Points
The OECD Committee on International Investment and
Muttinational Enterprises (CIME)
The Business and Industry Advisory Committee (BIAC)
and the Trade Union Advisory Committee {(TUAC) to
the OECD

2. Follow-up procedures
. a)
b)

d}

Chapter IV,

ludividual cases
Consultations
Periodic reviews
Promotional activities

COMMENTARY ON THE GUIDELINES

1. Introduction to the Guidelines
Responsibilities the various entities ofa multinational
enterprise

2: General policies

(7
17

20

24

ra

27

31-
31

6£
6S
-c
8r
-z
Za
e

BW
O
/d
SI
/8
LI

7

12
13

17

18

:

19 A
A
OO
N
N
=D<
w

Ui

an
un

20

22

:

5



UT

Annex [.

4. Competition ....-

Financing :

7 Employment and industrial relations .. -

8. Environmental protection

Chapter V. CONCLUSION

Declaration on International Investment and

Multinational Enterprises .

Annex 3. National Contact Points

Chapter!

INTRODUCTION

The OECD Guidelines for Multinational Enterprises (MNEs) are

recommendations to enterprises from OECD governments to help ensure chat

raultinational businesses operate in harmony with the poticies of the countries
where they operate. These voluntary standards cover the full range of MNEs'
operations: general policies, information disclosure, competition, financing,
taxation, employment and industrial relations, environment, and science and

technology.
Since the Guidelines' adoption in 1976, the OECD has given attention w

making them known and has established follow-up procedures to assist in their

implementation. This includes the establishment of Contact Points in Member
countries to deal with Guidelines issues, regularOECD reviews of the Guidelines,
periodic consultations with the business and industry aod trade nninn advisory
committees, and promotional activities.

Major reviews in 1979, 1982, 1984, and 1991 contain clarifications,

amendments to the original Guidelines, as their effective application depends in

part on their stability. Multinational companies, through the Business and

Industry Advisory Committee (BIAC), and emplayees, through the Trade Union

Advisory Committee (TUAC), support the Guidelines as a balanced and fair

approach to addressing questions that may arise from MNE operations. The
Guidelines should, therefore, continue to belp improve vaderstanding between

business, governments and labour. In this way, they complement 'national

legistation and reinforce MNEs' contributions to economic and social progress in
host and home countries.

The Guidelines enjoy the full support of the OECD's 24 Member countsies,
where most MNEs are headquartered and where a substantial part of their

operations are located. OECD Members have also declared their support for

extending international co-operation in this field to all countries. The Guidelines
have been published in some fifteen different languages" and are an important

part of the dialogue with nen-Member countries, especially those in Asia, Latin
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tinational Enterprises were agreed in 1976. In general, there is today a wider
-quance of foreign dizect invesiment and aiultinational enterprises, and

.petition for FDI is on the rise'. OECD countries, as well as many countries
ade the OECD, are trying to attract a greater share of a limited poot of
siment capital. This includes not only the countries of Central and Eastern
pe and the former Soviet Union, where new regulatory regimes are being
luped to attact investment, but also developing countries in Asia, Africa and
America, which are disillusioned with past experience in restricting foreign

iment and are now actively seeking more MNE mvolvement. New players
also emerged to which the Guidelines could apply, but who may not know

ait them, such as companies which before were not investing much abroad but
say are becoming important international investors. These enterprises should
that che Guidelines provide helpful internationally accepted standards for their
ign operations.
These changes suggest more efforts are needed to increase awareness of the

ridelines, especially given the complexity and rapidity of business decisions in
luy's competitive commercial environment, the increasing number of
ullinational enterprises and the potential for conflict that could accompany these
velopments. Problems that could arise in cegard toMNE operations can neither
aways be anticipated ner solved by the Guidelines, but companies that know and

ily the Guidelines are less likely to encounter difficulties, and the Guidelines
axess makes it possible for bnsiness, governménts and labour to address
sublents and seek understandings.

This booklet is part of the effort to make the Guidelines better known. It is
esigned as a general introduction and guide to all who may be interested in the
iuidelines. Chapter I tells how the Guidelines came to be and describes their
iain features and how they fit with other OECD instruments on foreign direct
avestment. Chapter Iu explains how the Guidelines work, including the role of
av National Contact Points, the social partners, and the OECD bodies involved
« Guidelines activities. Chapter IV provides a commentary on how certain
sovisions of the Guidetines should be understood as a result of clarifications by
te OECD Conmittce on International Investment and Multinational Enterprises
"CIME"). This chapter, however, does not modity the authoritative texts, which
re found ia the verbatim language of the Guidelines and the relevant. CIME
ieCisions referred to in footnotes to the text. The concluding Chapter V sums up
-sperience with the Guidelines and briefly examines theie role in the years ahead.
che full text of the Guidelines themselves and the follow-up procedures are

.cproduced in Annexes 1 and 2, respectively. The list ofNational.Contact Points
sppears in Annex 3.

Notes

See the Review reports: international Investment and Multinational
Enterprises: Review of the 1976 Declaration and Decisions (OFSCD Paris,
1979), Mid-Term Report on the 1976 Declaration and Decisions (OECD
Paris, 1982); /984 Review of the 1976 Declaration and Decisions (CECD
Paris, 1984), The OECD Declaration and Decisions on International
investment andMultinational Enterprises, 991 Review (OECD Paris, 1992).

The Guidelines are issued by OECD in English and French, and have been
translated by the national authorities of Member countries into German,
Japanese, Norwegian, Portuguese, Spanish and Swedish. The Guidelines are
also available in the following languages of non-Member couatries: Chinese
(Cantonese), Hungarian, Polish, Russian, Czech and Slovak.

For more information on international directinvestment trends andpolies,
see International Direct lwvestment: Policies and Trends in the 1980s
(OECD Paris, 1992).
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Chapter I
NATURE AND SCOPE OF THE GUIDELINES

1. Origins
The OECD Guidelines for Multinational Enterprises were designed to

encourage the positive contribution which MNEs can make to economic andsocial progress and to help minimise and resolve the difficulties to which their
Operations may give rise. They were also intended to contribute to improving the
foreign investment climate. The Guidelines were thus a response to the
opportunities and challenges that MNEs represent.

While the Guidetines were the first internationally agreed framework for
co-operation in the field of multinational enterprises, they were not the onlyeffort. Proposals for a United Nations Code of Conduct on Transnational
Corporations wete aot accepted, but UN Principles and Rules 'on RestrictiveBusiness Practices were agreed, The International Labour Organisation (ILO)
adopted in 1977 the Tripartite Declaration of Principles concerning Multinational
Entesprises and Social Policy, a non-binding declaration addressed to
governmeats, business and labour in the ILO's 159 meanber States, The Tripartite' Declaration sets out principles in the fields of employment, training, workingconditions, and industrial relations, while the OECD Guidelines cover all majoraspects of corporate behaviour. Wherever the ILO Tripartite Declaration refersto the behgviour expected from enterprises, they parallel the OECD Guidelines

When the Guidelines were adopted in 1976, multinational enterprises(MNEs) had come to play an important part in the economies of Membercounties and in international economic relations, Through intemational direct
investment, MNEs were known to bring substantial benefits to home and hostcountries by contributing to an efficient use of capital, technology and buman
resources between countries. MNEs could thus fulfil an important role in
promoting économic and social welfare. At the same time, the ability of MNEsto organise their operations beyond the national framework led to concems about
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bk conflicts with national policies and concentrations of economic power.
liffivulty of clearly perceiving MNEs' sometimes complex structures,

-\ititudes towards MNEs are different today. They are widely accepted as
part of the international economy and the agent for beneficial flows

pital and diffusion of technology. As governments have gained experience
MNEs they have become more confident with them. MNEs, too, have

more attuned to the needs and sensitivities of governments and mutual
knee between business, goverment and labour has gradually built up.
leless, even as most countries try Lo attract the benefits of direct investment,
'iuidelines remain an important element in international. economic

Main features
Ihe Guidelines have several distinguishing features that helped them gain
jiance and continue to ensure they are supported. First, observance of the
telines is voluntary and not legally enforceable. Their voluntary nature,
«ver, does not imply less commitment by OECD Governments to encourage

« ubservance. The active system under which the Guidelines are promoted
implemented, discussed in Chapter Ll, attests to the importance Members
the Guidelines.

Also, the Guidelines" basic approach is moderate. The assumption ts not that
rprises need to be "controled" but that intemationally agreed guidelines can
. pevent misunderstandings and build an atmosphere of mutual confidence
predictability between business, labour and govemments. A continuing,

smuutic and balanced approach has characterised the Guidelines process and
ard make them work.

Finally, the Guidelines are part of 8 package. They are one part of the
+'D Declaration on Intemational Investment and Multinational Enterprises, a
«l political commitment adopted by the OECD Governments in 1976 to
litate direct investment among OECD Menibers', The other parts of the
laration deal with three related elements:

The National Treatment instrument (NTT) sets out Member countries'
commitments to tréat foreign-controlled enterprises operating in their
ferritories no less favourably than domestic enterprises in like situations,

-- An instroment on International Invesument Incentives and Disincentives
provides for efforts among Member countries to improve co-operation
on measures affecting international direct investment;

-- An instrament on Conflicting Requirements calls on Member countries
w avoid or minimise conflicting Fequirements imposed on multinational

In addition, the OECD has a long-standing instrument for treating new
foreign investment, i.e. establishment by non-residents. The OECD Code of
Liberalisation of Capital Movements, in force since the Organisation's founding
in 1961, calls for progressive, nondiscriminatory liberalisation of international

appliéd to inward direct investment and establishment by investors in OECD

The Capital Movements Code, the NTI, and the Guidelines form a

comprehensive, interlinked and balanced approach for governments' treatment of
foreign direct investment andfor enterprises' activities in OECD countries. The
OECD instruments on international investment and multinational enterprises are
the main means by which OECD Members work towards a liberal regime for
foreign direct investment, while at the same time ensuring MNEs operate in
harmony with the countries where they are located.

3. Coverage
The Guidetines cover the range of MNE activities, They begin with an

introduction and are followed by chapters on: General Policies, Disclosure of
Information, Competition, Financing, Taxation, Employment and Industrial
Rejations, Environmental Protection, and Science and Technology. This section
gives an indication of important themes that run through the Guidelines. It does
not attempt to detaif each chapter's provisions: the Guidelines themselves should
be consulted fer this. The clarification of certain provisions is discussed in
Chapter IV.

The Guidelines' introductory paragraphs explain their purpose, nature and

soope, making clear that they are addressed to MNEs and all their entities, and
that these entities should co-operate with each.other to facilitate observance of the
Guidelines. The introduction also makes clear that the Guidelines do not
introduce different treatment between MNEs and domestic enterprises and that the
same expectations of good conduct apply equally to both. The General Policies
chapter gives guidance of a general natare, saying enterprises should take Member
countries' general policy objectives fully into account, co-operate with focal
community and business interests, and retrain from bribery and improper political

Making information on the enterprise available -- to the public, government
officials and workers -- is an important Guidelines theme, For the public, this
involves having information on the structure, activities and policies of the

enterprise as a whole. For governments, this means access 10 information to
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involves having information on the structure, activities and policies of the

enterprise as a whole. For governments, this means access 10 information to
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capital movements Since 1984, the Code's liberalisation obligations have been

Member countries'

:

activities.
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= a

tre compliance with policies and regulations on taxes, competition

bled to their representatives for purposes such as meaningful negotiations on-litions of employment, or information co enable them lo obtain a true and fairthe performance of an entity or, where appropriate, the enterprise as ale.

'A chapter of the Guidelines addresses employment and industrial relations,enterprises are encouraged to respect employees' rights to representation,'in from unfair influence in labour negotiations of during organisingpitizns, and to negotiate constructively on employment conditions.
rprises are also encouraged to provide reasonable notice of changes inativas Uhal would have major effects upon employees and t co-operate to

In Ure competition area,MNEs are encouraged to conforit to couatries' rulespolicies by, for example, refraining from cartels or restrictive agreements, andubusing dominant market position through anti-competitive acquisitions,y behaviour and other practices,
Yhe Guidetines' recommendations are made in the context of laws,'iulions and practices in each of the countries where MNEs operate. Theoyroent and industrial relations guidelines, for example, provide that'prises should act within the framework of law, regulations, and prevailingaw relations and employment practices in each of the countries where theyvite. The Guidelines' recommendations foxy supplement national law andtice, but can never conflict with it. The recommendations on disclasure of«mation, for example, go beyond actual Practice in most Member countries,wg reasonable and flexible standards for voluntary compliance.

Netes

The OECD Declaration and Decisions on International lavestrent and
Multinational Enterprises - Basic Texts (OECD Paris, 1992).

The Code ofLiberalisation ofCapital Movements (OECD Paris, 1992); see
also Introduction to the OECD Codes ofLiberalisation (OECD Paris, 1987).
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Chapter III

HOW THE GUIDELINES WORK

The Guidelines' effectiveness depends on how well they are known,

understood and applied. The OECD has established procedures for dealing with

all Members', 'This chapter explains the institutions and procedures under whicly

1. Institutional arrangements
The OECD Council's Decision on follow-up to the Guidelines, which

established procedures for consultation, clarification and review, also identified

the institutions responsible for these activities.

a) National Contact Points

The National Contact Point (NCP), typically a government office in a

Member countty, plays a central role in all Guidelines matters.

Member governments have set up National Contact Points to:

-- éngage in promotiosal activities,

gather information on experience with the Guidelines;

- handle enquiries;
discass all matters related to the Guidelines; and

assist in solving problems which may arise between business and la

in matters covered by the Guidelines.
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These National Contact Points are established under the responsibility of
het governments. The institution chosen to act as Contact Point varies from

7 ease

-- responding to requests from Members on specific of general aspects of

the Guidelines,

Une of the Contact Points' most importaat functions is to act as a forum for
asian on matters relating to the Guidelines. Business and trade unions can
ws problems which may arise from the Guidelines' application and should
ihe contact as a first step to try and resolve issues at the nationat level.
eration with the NCPs of other countries is an anpostant feature of their

The OECD Committee oa International Investment and Multinational
Eucerprises (CIME)
The CIME is the GECD's focal point (or discussion on foreign ivestment
'y and muttinational enterprises. CIME's mandate covers not only the
telines but all of the other parts of the 1976 Declaration as well. {1 was
aded in 1975 in response to the need to better anatyse and debate policies on
rsational direct investment and multinational enterprises. One year after its
nJing the CHIME had prepared, and OECD Members had adopted, the 1976
luration on Intemational [evestment and Multinational Enterprises and its
ted procedural decisions, of which the Guidelines are a part.
The CIME is made up of investment policy officials n OECD Member

and is staffed by the OECD Directorate for Financial, Fiscal, and
Affairs. [t-normally meets twice a year for two or three days. The

aimission of the European Communities participates in CIME and Working
-atp meetings. Hungary, Poland, the Czech Republic, the Slovak Republic and
Sico are observers.

The Conunitiee elects a chairman each year from among ts Members. kt

mally operates on the basis of consensus, although minority reports or
scnting views are possible if consensus cannot be reached, Commitee
posalsare normally approved by the Council, which is the supreme body of
Organisation and has the powér to commit Member countries through legally
ting decisions.
insofar as-the Guidelines are concerned, the CIME has a niimber of specific

ponsibilities. These include:
- providing clarifications; .

-- proposing changes m the Guidelines and/or the procediral Decisions:

regularly revieWIAg the Guidelines;rvie

~ exchanging views periodically on the role and functioning of the
Guidelines;

-18

partners - BIAC and TUAC --

on yariqus aspects of the Guifelines; and

activities.

with the CIME Working Group on Investment Policies.

The CIME'sWorking Group on Accounting Standards develops clasifications

Group also promotes international harmenisalion of actounting standartSs.

Where necessary, the CIME calls on the expertise of other OECD

conunittees to work on specialised topics such as taxation and competition po

The Commitee on Fiscal Affairs has issued guidelines on agreed

roultinational enterprises.

regular contact with the OECD and Member country delegations.
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organising al activities like symposiums, semuners and other

The CIME established the Working Group on the Guidelines to prepare its

ork on Guidelines-related mafters. The Working Group normally meet$ about
and makes

der questions relating to the Guidelines,
twice 2 year to met jointly

camendations to the CIME. Since 1992 this Working Group has
:

compliance with this chapter's provisions are
The Working

on the accounting terns from the chapter on disclosure of

of MNEs'
al reports from compamies 110 different Member countries.

licy.

approaches towards pricing within associated enterprises The
revising and u the 1979. and 1984 reports ow
Expests' Committee on Restrictive Business Practices,

Law and Policy Committee, published a report on MNEs' restrictive busines

practices? and is pursuing its work on different aspects of competition policy and

(BIAC) and the Trade
c) The Business and Industry Advisory

Union Advisory Committee (TUAC) to the OECD
business and labour input 1s

As the Guidelines are to
with the Business and Indus 474
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business and {abour federations in each of the OECD's 24BIAC and TUA areacredited to theOECD as 0fficial advisory bodies and

have as their members sec m Paris that are in
Member covatnes. BYAC and TUAC both have
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HIAC and TUAC play an active part in the Guidelines' follow-up procedures MNE are located. The NCP of the MNE's headquarters should also be informed.contact its counterpart{s) in the country(ies) where the relevant entities of the

--fequesting consultations with National Contact Points on general and
specific issues retated to the Guidelines'. promotion, application or
folkow-up;

raising Guidelines issues at the CIME;
informing their Member federations about Guidelines' developments,
and seeking metmbers' input on the Guidelines' follow-up procedures;
and

using their offices to represent business or labour interests to the CIME
on matters related to the Guidelines.

In axldition, BIAC and TUAC actively participate in various other OECD
vies on foreign direct investment, and comment on papers and studies on
as well as participate in other OECD programmes cf interest to them.

Follew-ep procedures
Individual cases
The Guidelines had to be drafted in fairly general terms since they were to

ty to the whole OECD area, with its diversity of legal systems and regulatory
wions, and different practices and approaches towards multinational
rprises. {t has therefore been necessary, on occasion, to clarify their purpose

i intent, and to provide explanatory comments on various parts of the text
wh have given rise to questions, A follow-up procedure has been established
this purpose.
The procedure is designed to identify and clarify issues that may arise in the

slelines" application. When such questions arise, and where a party is unclear
atl the Guidelines' intention and applicability, that party should, as a first step,
soach the National Contact Point (NCP). OECD Member governments, and
«ar and business organisations, through BLAC and TUAC, may raise such
wy,

The National Contact Point should-then contact the enterprise, either directly
urough the appropriate business federation, to inform it that a Guidelines issue
fen raised. The NCP and business and fabour representatives should try to
ve the issue at the national level,
(f the matter cannot be resolved at the national level because, for example,
ixsue involves activities in other parts of the enterprise in other Member
atries, the Contact Point may pursue bilateral and other contacts to gather and
nange information to try and resolve the matter. In particutar, the NCP should

20

may sometimes involve questions of the scope and meaning of the Guidelines in

mind the international character of the Guidelines and the overriding necessity of

avoiding confticting national interpretations. Where there is any doubt or

there are divergent views as to the consistency of an interpretation under

coasideration by a Contact Point with Clarifications adopted by the OECD,
matter should be brought to the attention of the Committee before the Contact

Point provides a final answer.

TUAC, the CIME may then provide a clarification about how the Guidelines
would apply in a situation like the one in question.

'The Commitice's examination of the need for, and eventual provision of, a

clarification uses the details of the specific cases brought before it The resulting
clarification refers to how the Guidelines would apply as conceras the issue

raised, however, and is not a judgement on the behaviour of an enterprise, and

This being said, the enterprise concemed may express its views orally or in

writing on Guidelines issues involving its interests. Such an entesprise may,

alternatively, use the offices of BIAC for this purpose.

first be made to resolve the issues at the national level. So far, of the two

organisations, only TUAC has made requests for clarifications.

b) Consultations

In addition, BIAC or TUAC may request a meeting with the CIME to discuss

21
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Points, and particularly if a clarification seems to be required, the issue can be

fies with the Committee, although matters discussed by National Contact Points
submitted to the CIME for consideration Final responsibility for clarifications

specific circumstances Whenever a Contact Point gives its opinion as to

relevance of the Guidelines to matters at band, the Contact Point should keep in

In order to speed up such proceedings, these matters can be referred directly
to the Working Group on Investment and the Guidelines for prelim
consideration. After considering the question and consulting with BIAC aud

thus does not refer to the nterprise by name

Labour and business organisations, through TUAC and BLAC, may

themselves submit case that raise issues for clarification, but an attempt should
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of contacts and discussions between those invoived with the
The in

and the CIME. These consultations are held at leas¥ once a ycar.Guidelines has led to regular consultations between the social partners -- BIAC



sidelines matters ai any time, but in practice discussions normally take place industrial relations, science and technology, and disclosure of information. The
report recognised that slow economic growth imposed strains for MNEs and their
employees, and reiterated the Guidelines' role a8 a Supplement to national law and

Periodic reviews practice for seeking solutions to restructuring problems, in particular those
iavolving enterprise closures.

OECD Members recognised when the Guidelines were adopted in 1976 that Accounting is another area where the reviews have led to substantialtudic reviews of how the Guidelines were working would improve their
vetiveness, Since then, the CIME has carried out reviews in 1979, 1982, 1984,

follow-up work. The CIME's Working Group on Accounting Standards is
responsible for developing clarifications of the accounting terms contained in the( 1991". These reviews have taken a number of actions to belp the Guidelines chapter on disclosure of information in the Guidelines. The Working Groupik better, including improving follow-up procedures, clarifying the Guidefines surveys the extent to which MNEs comply with the provisions of this chapter,J amending the text of the Guidelines themsetves. based on a sample number of annual reports from companies in different Member
countries. The results of these surveys were published in 1987 and 1990. The
Working Group also promotes intemational harmonisation. of acoountingImproving followup procedures standards, It sponsors international confereaces on sundjects of interest to the

The reviews confirmed the Guidelines as an efficient and realistic framework accounting community in order to maintain a dialogue between governments,farther encourage MNEs' contributions to growth and development. non-governmental standard-setting bodies, preparers and users of financial
«vettheless, in order to improve awareness and application of the Guidelines theIME recommended setting up national contact points, establishing a procedure

statements, and the accounting profession.

on Guidelines matters, and providing explanatory comments to give
handling Guidelines matiers, allowing BIAC and TUAC to request

sire detail to- the Guidelines'
ii) Clarifying the Guidelines.

provisions and guidance to those using the An important function of the reviews is to issue Guidelines clarifications as-widelines.
needed. Clarifications of the Guidelines assist Member governments and

One of the most important results of the reviews was to establish National multinational enterprises in implementing the Guidelines and ensure their
"mtact Points, and thea to follow-up on how weil they were working and make continuing relevance, but do not modify the scope of the Guidelines themselves.
commendations to improve them. Indeed, the Contact Points' role and They result from a periodic review by the Committee of matters relating to the
mections, the procedures they follow, and countries' experience with them have Guidelines or from discussions initiated at the request of a Member country.

extensively studied and discussed As a result of the review proces&, the While clarifications cover many aspects of the Guidelines, the Committee has had4:CD Council modified its Decision on the Guidelines in 1984 to recognise the fecourse to them primarily in matters of employment and industrial relations, and-wtacis' role in applying the Guidelines'. in the technical accounting items in the disclosure of formation chapter.
Another important follow-up theme involved MNEs" experience with the There is great national diversity in Member 1 labour Managementuidetines and their efforts to promote them. The reviews addressed such policies, including collective bargaining, negotiations, labour managementsestions as whether. parent companies and/or subsidiaries should be invited by relations, employee representation and the provision of information enabling a

he Committee to make statements supporting the GuideJines, the frequency with true and fair view of the performance of the entity, or the enterprise as a whole,-hich such statements should be made, how support for the Gwidelines should be. all of which aze addressed by the Guidelines. While the Guidelines must be seen
spressed, and what types of experience companies should report and fiow. It in this context of prevailing labour laws, regulations and practices in each of the
us agreed that companies' promotional efforts were fundamental in the effon to countries in which muitinational enterprises operate, the clarifications have
megsate the Guidelines into management thinking and practice. Many companies assisted governments and enterprises in interpreting their application to specific..1ve publicly supported the Guidelines' principles and apply them in their own Cases.
erations,

ON en cpnses ceaverse
Structural changes' impact on MNEs' application of the Guidelines has been structures, operations and policies may not be easy £0 perceive. This «concemM can

extensively. A major study was undertaken* in which the Guidelines' be alleviated by providing greater transparency in their activities through the
levance was recognised in areas covering, for example, employment and publication of a body of information on the enterprise as a whole sufficient to
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«prove public understanding. The accounting items in the chapter on disclosure
Snlormation contain recommendations on the treatment of operating results,
les, new capital investment, sources and uses of funds, average number of
aployees, research and development expenditure and segmentation of
«wmation. The clarifications have helped enterprises adjust to these standards
aivh, while going further than actual practice in many Member countries, have
«ven reasonable and flexible standards for voluntary compliance.

iti) Amending the Guidelines
As menttoned above, very few amendments have been made to the

widelines. A stable set of standards for MNEs has been important to
-aniaining support for the Guidelines, and also to the Guidelines' contribution
. peucictability and stability in a rapidly changing investment climate. At the

(ime, changes in the Guidelines have been necessary from time to time to
wure thei continuing relevance,

To the extent that changes have been made, they. have resulted from the
views. It was decided, for example, to amend paragraph 8 of the Employment
ixl Industrial Relations Guidelines (1979 review), paragraph 2 of the General
-dicies chapter (1984 review); sub-paragraph b) of the Disclosure of Information
hapter (1979 review); and to add a new chapter on the environment (1991
view). Each of these changes was made by the OECD Council at CIME's
commendation.

) Promotional activities
The OECD gives high priority to promoting awareness of the Guidelines.

indeed, it has singled this ont as one of the key areas where efforts should be
'thanced to ensure that the Guidelines continues to play an effective role.
romotion has become particularly important. now that new companies have
merged as important foreign investors and more countries. are seeking FDI.
lhese new players need to be aware of the contribution the Guidelines can make
facilitating economically sound and socially advantageous iavestmeat.
OECD Menibers themselves have recognised the importance of promoting

ihe Guidelines and have engaged in a number of activities to make them betier
Lnown and applied, including:

disseminating the Guidelines in national languages;

highlighting the Guidelines in informational packages about the
countries' foreign investment regime.

Business and labour organisations have also been active in promoting the
Guidelines. BIAC has encouraged enterprises to spread knowledge about them

through such means asseminars and training courses. BIAC has also advised its
Member federations to suggest that their companies disseminate the Guidelines
through internal company communications and has published a brochure with
comments. Some companies have included a reference to the Guidetines in their
annual reports. Labour organisations, through TUAC, have made tmajor efforts
to distribute and promote the Guidelines. Employee representatives at the local,
national and international level have referred to the Guidelines on a number of
occasions when deating with MNEs.

The OECD's promotional activities have brought together the main players
-- business, governments and labour -- to examine new ways of making the

Guidelines better known and applied. Recent OECD efforts have targeted new
audiences like governments in non-Member countries who want to leam more
about attracting socially beneficial and economically sound investment. OECD
promotional activities have included:

review experience with the Guidelines;

meetings with countries that are not Members of the OECD who want
to increase their FDI inflows and generate broad acceptance of FDI, and
who see the Guidelines as an element in that. effort;

Slovak and Russian; and

surveys on the role snd-functioning of the National Contact Points.
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Multinational Enterprises: Basic Texts (QBCD Paris, 1993),

Transfer Pricing and Multinational Enterprises (OECD Paris, 1979);Transfer Pricing and Multinational Enterprises Three Taxation Issues(OECD Paris, 1984); Tax Aspects of Transfer Pricing within MultinationalEaterprises: The United States Proposed Regulations (OECD Paris, 1993).
Restrictive Business Practices ofMultinational Enterprises (OECD Paris.

Decisions on laternational Investment andMultinational Enterprises: 1979,

See The GuidelinesforMultinational Enterprises: Second Revised Decisionof the Council (armended June 1991), reproduced in The OECD Declaration

Structural Adjustment and Multinational Emerprises (OECD Paris, 1985).

Chapter IV
Notes

COMMENTARY ON THE GUIDELINES

The OECD Declaration and Decisions on International Investment and

Since their adoption in 1976, Member countries have from time to time
reviewed the Guidelines and clarified the-meaning of certain terms and references,
The Committee on Intemational Investment and Multinational Enterprises is
responsible for the clarifications. It may periodically, or at the request of a

~ Member country, bold an exchange of views on matters related to the Guidelines
and the experience gained in their application'. Clarifications assist governments
and multinational enterprises in implementing the Guidelines and ensure the
continuing relevance of their provisions. They do not modify the scope of the
Guidelines themselves.

1977).

The clarifications adopted by the CIME can be found in several published
reports reviewing the various parts of the OECD Declaration on International
Investment and Multinational Enterprises to which the Guidelines are annexed'.
The purpose of this chapter is to consolidate these clarifications into one easilyaccessible text to assist the reader in understanding the Guidelines. This
commentary does not modify the clarifications themselves which reflect a
complex history and many hours of intensive discussion by the Conmnitiee. In
any future discussion of a particular issue relating to the Guidelines, the original
texts of the clarifications will continue to be regarded as authoritative. There are
no conynents on the procedures related to the Guidelines nor on experience with
the Guidelines, Commentary is preceded by the text of the Guidelines to which
they relate.

Fall details are available in the review reports. See OECD Declaration and

1984, 199] Review Reports and 1982 Mid-Term Report

and Decisions on International
Basic Texts (OBCD Paris,

Multinational Enterprises:

1. Introduction to the Guidelines

26

1, Multinational enterprises nowplay en importantpart in the economies
ofMember countries and in international economic relations, which
is of increasing interest to governments. Through international direct
investment, such enterprises can bring substantial benefits to home
and host countries by contributing to the efficient utilisation ofcapital,
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technology and human resources between. countries and can thusau important role in the: promotion Of economic and soecialwelfare. But the advances mude by multinational enterprises inorganising their operations beyond the national framework may leadto abuse of concentrations of ecanomic power and to conflicts withnational policy objectives. In addition, the complexity of thesemultinational enterprises and the difficulty of clearly Perceiving theirdiverse Stractures, operations and policies sometimes give rise fo

by co-eperation among the OECD countries where the headquartersofmost ofthe multinational enterprises are established and which arethe location ofa substantial part of their operations. The Guidelinesset out hereafter are designed to assist in the achievement of thisconunon aim and lo contribute to improving the foreign investment

particular with developing countries, with a view to insproving thewelfare and living standards of all people beth by encouniging thepositive contributions which multinational enterprises can make and

comes within the general aims ofthe Convention on the Organisationfor Economic Co-operation and Development (OECD) andmakesfulluse of the various specialised bodies of the Organisation, whose termsof reference already cover many aspects ofthe role Ofmultinational

the operations of multinational enterprises can be taken up. This
work could result in the conclusion of further and complementary
agreements and arrangements between governments.

5. The initial phase of the co-operation programme is composed of a
Declaration avid three Decisions promulgated simultaneously as they
are complementary and inter-connected, in respect of Guidelines for
multinational enterprises, National Treatment for
enterprises and nternational investment incentives and disincentives.

6. The Guidelines set out below are recommendations jointly addressed

concern,
2. The common aim oftheMember countries is to ncourage the pusitive by Member countries to multinational enterprises operating in their

territories. These Guidelines, which take into account the problems
whick can arise becuse of the international structure of these

. enterprises, lay down standards for the activities of these enterprises
in the different Member countries. Observance of the Guidelines. is
voluntary and not legally enforceable. However, they should help to
ensure that the operations of these enterprises are in harmony with
nationalpolicies ofthe countries where they operate and to strengthen
the basis ofmutual confidence between enterprises and States.

con.ributions which muttinational nterprises can make to economicand social progress and to minimise and resolve the dificulties to
In mew of the

which their yarious operations may give rise
fransnational structure ofsuch enterprises, this aim wil be furthered

7. Every State has the right to prescribe the conditions under whichclimate,
multinational enterprises operate within its national jurisdiction,
subject to international law and to the international agreements to
which a has subscribed. The entities of a multinational enterprise
located in various countries ave subject to the laws of these countries.

* Since the operations ofmultinational enterprises extend throuchaaethe world, including countries that are wot Members of theOrganisation, international co-operatio this field should extend toStates. Member countries will give their full Support to eforts
& A precise legal definition ofmultinational enterprises is mot required

undertaken in co-operation with non-member countries, and in
for thepurposes ofthe Guidelines. These usually comprise companies
orother entities whose ownership is private, state ormixed, established
in differeat countries ard so linked that one or more of them may be
able. to exercise a significant influence over the activities of others
and, in particular, to share knowledge and resources with the others.
The degrees ofautononty ofeach entity in.relation to the others varies
widely from onemultinational enterprise to another, depending on the
mature of the links between such entities and the fields of activity
concerned. Fer these reasons, the Guidelines are addressed to the
various entities within the multinational enterprise (parent companies
and/or local entities) according to the actual distribution of
responsibilities among them on the understanding that. they will
co-operate and provide assistance to one another as necessary to

connection with their
by miniosising and resolving the problems which may arise in

Within the Organisation, the Programme .of co-operatioa to ttainthese ends will be a continuin Pragmatic and balanced one It

enterprises, notably in mtatters of international trade and payments,>omipetition, taxation, manpower,

stafistical information and the elaboration of proposals for actiondesigned to strengthen inter-governmental co-operation, In some ofthese areas procedures already exist through which issues related to

28

used in these Guidelines refers to these various entities in accordance
with their responsibilities.

identification of issues, the emprovement of relevant qualiiative and
ou oon he

9. The Guidelines are not aimed at introducing differences of treatment
between multinational and domestic enterprises; wherever relevant

29

47
4
Pi
67

22
M
AY

19
°9
5
16

:
82

IT
A'

IE
P/
O
M
A

20
2-
48

2-
59

39

technology and human resources between. countries and can thusau important role in the: promotion Of economic and soecialwelfare. But the advances mude by multinational enterprises inorganising their operations beyond the national framework may leadto abuse of concentrations of ecanomic power and to conflicts withnational policy objectives. In addition, the complexity of thesemultinational enterprises and the difficulty of clearly Perceiving theirdiverse Stractures, operations and policies sometimes give rise fo

by co-eperation among the OECD countries where the headquartersofmost ofthe multinational enterprises are established and which arethe location ofa substantial part of their operations. The Guidelinesset out hereafter are designed to assist in the achievement of thisconunon aim and lo contribute to improving the foreign investment

particular with developing countries, with a view to insproving thewelfare and living standards of all people beth by encouniging thepositive contributions which multinational enterprises can make and

comes within the general aims ofthe Convention on the Organisationfor Economic Co-operation and Development (OECD) andmakesfulluse of the various specialised bodies of the Organisation, whose termsof reference already cover many aspects ofthe role Ofmultinational

the operations of multinational enterprises can be taken up. This
work could result in the conclusion of further and complementary
agreements and arrangements between governments.

5. The initial phase of the co-operation programme is composed of a
Declaration avid three Decisions promulgated simultaneously as they
are complementary and inter-connected, in respect of Guidelines for
multinational enterprises, National Treatment for
enterprises and nternational investment incentives and disincentives.

6. The Guidelines set out below are recommendations jointly addressed

concern,
2. The common aim oftheMember countries is to ncourage the pusitive by Member countries to multinational enterprises operating in their

territories. These Guidelines, which take into account the problems
whick can arise becuse of the international structure of these

. enterprises, lay down standards for the activities of these enterprises
in the different Member countries. Observance of the Guidelines. is
voluntary and not legally enforceable. However, they should help to
ensure that the operations of these enterprises are in harmony with
nationalpolicies ofthe countries where they operate and to strengthen
the basis ofmutual confidence between enterprises and States.

con.ributions which muttinational nterprises can make to economicand social progress and to minimise and resolve the dificulties to
In mew of the

which their yarious operations may give rise
fransnational structure ofsuch enterprises, this aim wil be furthered

7. Every State has the right to prescribe the conditions under whichclimate,
multinational enterprises operate within its national jurisdiction,
subject to international law and to the international agreements to
which a has subscribed. The entities of a multinational enterprise
located in various countries ave subject to the laws of these countries.

* Since the operations ofmultinational enterprises extend throuchaaethe world, including countries that are wot Members of theOrganisation, international co-operatio this field should extend toStates. Member countries will give their full Support to eforts
& A precise legal definition ofmultinational enterprises is mot required

undertaken in co-operation with non-member countries, and in
for thepurposes ofthe Guidelines. These usually comprise companies
orother entities whose ownership is private, state ormixed, established
in differeat countries ard so linked that one or more of them may be
able. to exercise a significant influence over the activities of others
and, in particular, to share knowledge and resources with the others.
The degrees ofautononty ofeach entity in.relation to the others varies
widely from onemultinational enterprise to another, depending on the
mature of the links between such entities and the fields of activity
concerned. Fer these reasons, the Guidelines are addressed to the
various entities within the multinational enterprise (parent companies
and/or local entities) according to the actual distribution of
responsibilities among them on the understanding that. they will
co-operate and provide assistance to one another as necessary to

connection with their
by miniosising and resolving the problems which may arise in

Within the Organisation, the Programme .of co-operatioa to ttainthese ends will be a continuin Pragmatic and balanced one It

enterprises, notably in mtatters of international trade and payments,>omipetition, taxation, manpower,

stafistical information and the elaboration of proposals for actiondesigned to strengthen inter-governmental co-operation, In some ofthese areas procedures already exist through which issues related to

28

used in these Guidelines refers to these various entities in accordance
with their responsibilities.

identification of issues, the emprovement of relevant qualiiative and
ou oon he

9. The Guidelines are not aimed at introducing differences of treatment
between multinational and domestic enterprises; wherever relevant

29



:
:

:

oe

they reflect good practice for el, Accordingly, multinational anddomestic enterprises are subject to the same expectations in respect of
character between separate entities fead to the cooclusion that thes entities make

their conduct wherever the Guidelines are relevant to both,
up a multinational enterprise.

- 10.. The use ofapp priate international dispute settlement mechanisms,
Since the Guidelines reflect good practice for allaz enterprises, both

tacluding arb,Taton, multinational and domestic enterprises are subject to the 5Should be encouraged as a means offacilitating wherever the Guidefines are relevant to both'.
ame expectations

the resolution of pi 'oblems arising between enterprises ond Membercountries.
fh Member countries have agreed to establish appropriate review and Responsibilities Of the various entities of a multinational enterpriseconsultation procedures concernin4Guidelines. When multinational

issues arising in respect of the All. entities, including parent companies, focal subsidiaries, as well as
wt enterprises are made Subject ta intlermediary levels of the organisation, are expected fo co-apesate and assist, asconflicting requirements by Member countries, the governments necessary, in observing the Guidelines. To the extent thatconcerned will co-operate in goodfaith with a view to resolving such parent companies

problems either within the Commifiee on International Investment and
actually exercise control over the activities of theie subsidiaries, they have a

Multinational Enterprises established by the OECD Council on 21
responsibility for observance of the Guidelines by those subsidiaries*.

January 1975 or through other mutually acceptable arrangements. a mu]tinational
The concept of responsibilities of the various entities of

Having regard to theSoregoing considerations,
enterprise is relevant for specifiC paragraphs of the Guidelines, particularly those

set forth the follgwing Guidelines for muifinational enterprises with
the Member countries dealing with the provision of information 60 employee representatives (see, for

the undersfending example, paragraphs 2 and 3 of the Employment and Industrial Relations chapterthat Member countries will fulfil their of the Guidelines). It is also iresponsibilities to treat ent,erprises equitably and in accordance with
portant to the Guidelines as a whole. The chapteron Disclosure of aformation addresses the parent company directly when

obligations to which they have subscribed.
rndtional agreements as well as contractual referring to the publication o{ *...factual information on the structure, activitiesand policies of the enterprise as a whole"» Chat is, information which must beThe Guidelines are recommendations jointly addressed by Member countriesmultinational enterprises operating in their territories. They lay down standards

by the parent company.gathered and d In other areas, such as competition
r the activities of multinattonal enterprises and, where refevant, of national

the operations of the enterpnse as a whole be made available and thal enteTprises,"lerprises in the different Member countries, Observance of the Guidelines is'hintary and not legally enforceable. Theyaintries' firm expectations for multinational e
represent, nevertheless, Member The
a respousibifityquestion Parent companies should
terprise behaviour. Every State certain financial obligations of subsidiaries as part of good management practicers the right to prescribe the conditions undet which multinational enterprises raises complex problems in view of the limited liability Principle embodied inwithin its national jurisdiction, subyet to international law and the Member countries' national laws. The Guidelines cannot supersede or substigeevmational agreements to which it subseTribes.

*hstitute for national laws, to which multinational enierpnises are fully subject. unqualified principle of parent company responsibility Nonetheless, in certain

The Guidelines are not a for national laws goveming corporate liability They do not thesfore imply an
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cases, parent co have assumed on a voluntary basis financiat
The Guidelines do hot define the term "multinational enserprises", a concept

god Management practice under the Guidelines. This question is especiallynich embraces a diversity of situations found throughout the business wortd. relevant when discussing changes in the operations of a firm and 00-operationher, they describe some pieneral between the entities to mitigate resulting adverse effects".whinational activities and arrangements'.
teria covering a broad range of

wt internationat direct investme based on equity participation, or other
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2. In particulor, give due consideration to those countries' aims and
priorities with regard ta economic and social progress, including
industrial and regional development, theprotection ofthe environment
and consumer interests, the creation of employment opportunities, the
promotion of innovation and the transfer of technology';

order to meet requests by the authorities of the countries in which
those entities are located for information relevant to the activities of

4 Pavour close co-operation with the local community and business
interests;

S. Allow their component entities freedom to develop their activities and
fo exploit ther competitive advantage in domestic andforeign markets,
consistent with the need for specialisation and sound commercial
practice;

6 When filing responsible posts in each country of operation, take due
account of individual qualifications without discrimination ax to
nationality, subject toparticular national requirements in this respect;

servant or holder ofpublic. office;
& Uriess legalty permissible, not make contribations to candidates for

public office or te political parties or other political organisations;
9. Abstain from any improper involvement in local political activities. .

_

The relevance of the initial provisions (paragraphs | -and 2) is clear whea a
is taken to close down a local subsidiary of a multinational enterprise.

Vhile oot affecting the right of the enterprise to reach decisions with respect to
utGag back or terminating operations in a given plant, a prudent company should
wek clarification of government policies through advance consultations with the
-avernment concerned" , :

On their part, governments shovld make sure that their aims and objectives
we clear, stable and understandable to management. Although the right of each

s

jurisdiction remains unchanged, such faws and policies are subject @ international
law and intemational agreements and should respect contractual obligations. They
should also be consistent with Member countries' responsibilities to treat

enterprises equitably'?.
This chapter of the Guidelines also recommends that muttnational

enterprises co-operate closely with the local community and business interests

(paragraph 4) and that they allow their various entities freedom to develop and

exploil their potential, consistent with the need for specialisation and sound
commercial practice (paragraph 5). This argues for a certain amount of
integration of the various entities of a multinational enterprise into the economic
context of the countries in which they operate. It does not.mean that existing
structures of multinational enterprises may not be changed, nor does it impinge
on the freedom of such enterprises (o divest as part of global strategies, if this is
considered in the best interests of the firm as a whole. However, this freedom is
circumscribed by national Jaw aad by a firm's contractual obligations".

J Whiteobserving their legalobligations concerning information, supply
their entities with supplementary information the later may need in

those entities, taking into account legitimate requirements ofbusiness
€onfidentiality;

The question has been raised whether the Guidelines imply that special
consideration be given in cases where an enterprise is considering the closing
down of a subsidiary or the transfer of its activities abroad, especially if the

particular subsidiary is a profitable one. In practice, the profitability of a

particular entity may be difficult to evaluate due to the different accounting
standards and practices used to determine value and future profitability. However,
whenever there is clear evidence of the profitability of a particular subsidiary, the

company skould give special consideration to this fact when contemplating the

closing down of that subsidiary. This does not restrict the company's right to
make such a decision which may take account of other factors besides

profitability".
The intemational expansion of trade and other technological developments,

such as product packaging, marketing and sales products and product safety, can
affect consumer policies. All OECD Member countries have adopted policies
aimed at protecting consumer interests. This includes issues of consumer safety
which are also covered by an OECD Council Recommendation". Paragraph 2
of this chapter recognises the international aspects of consumer policies. Many
of the Intemational issues related to consumer protection may not be particular to
multinational enterprises and should be handled through consumer protection
lepislation in Member countries.

Where issues arise which are not covered by national fegislation,
multinational enterprises should give due consideration to Member countries'

7. Not render and they should rot be solicited or expected to render an
bribe or other buproper benefit, direct or indirect, to any pudlic

This paragraph includes the arditional provisien concerning consumer
interests, adopted by the OECD Governments at the meeting of the OECD
Council at Ministerial level on 17 and 18 May 1984.
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2. In particulor, give due consideration to those countries' aims and
priorities with regard ta economic and social progress, including
industrial and regional development, theprotection ofthe environment
and consumer interests, the creation of employment opportunities, the
promotion of innovation and the transfer of technology';
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S. Allow their component entities freedom to develop their activities and
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public office or te political parties or other political organisations;
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_
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s
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whenever there is clear evidence of the profitability of a particular subsidiary, the

company skould give special consideration to this fact when contemplating the

closing down of that subsidiary. This does not restrict the company's right to
make such a decision which may take account of other factors besides

profitability".
The intemational expansion of trade and other technological developments,

such as product packaging, marketing and sales products and product safety, can
affect consumer policies. All OECD Member countries have adopted policies
aimed at protecting consumer interests. This includes issues of consumer safety
which are also covered by an OECD Council Recommendation". Paragraph 2
of this chapter recognises the international aspects of consumer policies. Many
of the Intemational issues related to consumer protection may not be particular to
multinational enterprises and should be handled through consumer protection
lepislation in Member countries.

Where issues arise which are not covered by national fegislation,
multinational enterprises should give due consideration to Member countries'

7. Not render and they should rot be solicited or expected to render an
bribe or other buproper benefit, direct or indirect, to any pudlic

This paragraph includes the arditional provisien concerning consumer
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. . Disclosure of information

Enterprises should, having due regard to their naure and relative size tn
the economic context of their operations and to requirements ofbusiness
confidentiality and to cost, publish in a form suited ta improve public
understandiag a sufficient body offactual information on the stricture,
'activities aud policies ofte enterprise as a whole, as a supplement, in se
Jar as necessary for this purpose, to information to be disclased under the
supplement, in so far as necessary for this purpose, to information to be
disclosed under the national law ofthe individual countries in which they
operate, To this end, they shouldpublish within reasonable time limits, on
a reguter basis, but at least annuatly, financial statements and other .

pertinent information relating to the enterprise as a-whole, comprising in
Particular:
a) The structure ofthe enterprise, showing the name and location ofthe

parent company, its main affiliates, its percentage ownership, direct
and indirect, in these offidiates, including shareholdings between them;

b) The geographical areas" where operations are carried out and the
.principal activities on therein by the parent company and the
muain affiliates;

¢) The operating results and sales by geographical aréa and the sates in
the major line ofbusiaess for the enterprise asa whole;

@) Significant new capital investment by geographical area and, as far
as practicable, by major Hines of business for the enterprise as a
whole;

e) A Statement Of the sources and uses of by as a
whole;

D The average aumber of employees in each geographical area;
g) Research and development expenditure for the enterprize as a whole;
h) The policies followed in respect of intra-group
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a The acéounting policies, including those on co observed in
compiling the published information.

'The purpose of this chapter is to encourage greater g@ansparency of the
enterprise as a whote through the publication af a body of information sufficient
to improve public understanding". This can alleviate concems arising from the
complexity of multinational enterprises and the difficulties in clearly perceiving
their diverse steuctures, operations and policies.

Some. enterprises expressed concem with this chapter, reflecting either
difficulties of adjustment or revealing problems of a more conceptual nature. The
following problem areas were identified:

i)

ii)

iti)

The disclosure of certain types of information (ef. operating results by
geographical area) may result in competitive disadvantages, especially
for firms which have only ove or a few customers in a particular
country or region. In this regard, the Guidelines on disclosure contain
qualifications which make allowances for the specific situations of
companies in the context of their operations. Other than in very
exceptional circumstances, these qualifications are not intended as
complete or permanent exemptions from certain disclosere staxdards and
should be invoked only for valid reasons;
Reference was also made ¢o cost and time factors involved in changig
or supplementing existing reporting practices, in particular for smaller
companies with limited intemational experience. The chapter on
Disclosure of Information makes specific allowances for factors such as
cost and rélative size of the company. The Guidelines therefore provide
flexibility for adjusting reporting practices over a reasonable period of
time;
The Guidelines recognise the diversity of national reporting aad
accounting requirements with respect fo the items contained in this
chapter. These recommendations are intended to supplement, where
"necessary, the disclosure and reportmg requirements laid down by
national law to increase public understanding "on the structure, activities
and the polictes of the enterprises as a whole". National requirements
which are less comprehensive should not prevent paultinational

pricing;

For the
geographical aiarea" means groups fcountries or individua countries as
each enterprise determines is appropriate in tts particular circumstances.
While no single method of grouping is appropriate for all enterprises or
jor ell purposes, the factors to be considered by an enterprise would
include the significance of geographic proximity, economic affinity,
similarities in business environments and the nature, scale and degree of
interretationship of the enterprises' operations in the various countries.
{This text is an integral part of the negotiated

34

iv)

parent company, or a controlling entity at the intermediary Jevel, is
domiciled. [tis important that companies state the accounting principles
which have been used;

Problems were also raised with respect t segmentation of information.
Ia particular, there are doubts as to whether disclosure by "geographical

35

internationally apreed 'accounting standards, such reports will follow the
accounting principles generally accepted in the country ia which the

so
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area" 1s the most appropnate methed of segmentation The Guidelines, 4. Competitien
however, leave some degree of flexibility for companies to determine Enterprises should, while conforming to official competitwn rules and
the most appropnate geographical breakdown This may be an issue established policies of the countries in which they operatewhere the interests of some users of the pubhshed data differ in some
cases from those of the enterprises, which may find a line of business Refrain from actions which would adversely affect competuion tn the
approach more useful for internal purposes Nevertheless, the relevant market by abusing a dominant posttion ofmarket power, by

means of, for example:Guidelines reflect the value Member governments place on geographical
segmentation of information" a) Anti-competitive acquisitions;

These disclosure recommendations go beyond actual practice m most b) behaviour toward «ompettors;
countnes, and adjustment may present difficulnes and cost. These

ummendations are nevertheless reasonable and sufficiently flexible They c) Unreasonable al to deal;
witirm the importance Member couniries attach to the objectives of this d) abuse of industrial property rights;
raptor"

e) Discriminatory (i.e. unreasonably differentiated)pricing andusingA number of accounting terms and disclosure items in this chapter required such pricing transactions between affiliated enterprises as a
ther explanation fo assist enterprises in complying with them Clarifications means ofaffecting adversely campetiion outside these enterprises;
stmany of the items included an ths chapter c.g. Operabnig results, sales, new 2. Allow purchasers, distributors and licensees freedom te resell, export,investment, sources and uses of funds, average number of employees, purchase and develop their operations consistent with law, tradesearch and development expenditure, accounnng pohcies and segmentation of
dormation -- were published m the brochure Mulunational Enterprises and condihons, the needforspecialisation and sound comunercialpractice;
uve tosure of Information, Clarificauon ofthe OECD Guidelines (OECD, 1988) 3. Refranfrompartwipatingm orotherwisepurporely strengthening the
the special characteristics of some specific sectors, such as banking and restrichve effects of international or domestte cartels er restrictive
wurance, and the applicability of certain concepts of information disclosure to agreements which adversely affect or eleminate competition and which
lcar operations, are also treated im this publication. are not generally or specifically accepted under applicable national or

international legislation;The following paragraphs describe only those clanficatons adopted since the
1988 publicanon which remains relevant for all issues relating to the disclosure 4. Be ready consult and co-operate, the provision of

1 mfermation information, with competent authorities of countries whose interests
are directly affected in regard to competition issues or investigations.The Guidelines indicate a general objective of disclosure of information Provisions of information should be m accordance with safeguardsshich is to increase transparency of the structure, policies and activities of

enterpnses. Promoting harmonisation of miernational accounting ly this
ind reporting prachces 15 important element in meeting those objectives and The chapter on Competition represents a common approach to competition

viandards,
ibs the main responsihihty of the CIME's Working Group on Accounting problems in the OECD area. Enterprises should conform to the competition rules

and policies of the countries in which they operate and refrain from actions which
In 1988, the Working Group evatuated the accounting and reporting issues would adversely affect competition.
from oew financial mstruments in light ofF their economic importance While restrictive business practices engaged in by multinational eaterprises

On afe da

ted to the concfuston that the Discllosure of Information chapter 18 -omprehensive more significantly on trade and compeanon aad on the process of nat onal and
process

nd flexible enough to deal with the disclosure and accounting issues relating to international concentration because of the more international character of thear
ww financial mstruments, The list of specific mformation items set out m the operations, The complex legal and economsc issnes mvolved in this area, such
hapter is illustranve and non-exclusive and can therefore cover disclosure of as abuse of a dormant position, adverse effects on competition, and unreasonably
ugnificant off-balance sheet risks associated with new financial mstruments"! ditferentiated pricing policies, means that the Guidelines alone cannot provide

precise rales for busmess executives to follow. The national law of vanous
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countries has given meaning to these concepts through interpretation by the

vampetent tribunals",

Also relevant are the 1986 OECD Council Recommendation conceming
vo-aperation between Member countries on restrictive business practices affecting
international (rade™ and the United Nations Set of Multlaterally Agreed
Equitable Principles and Rules for the Control of Restrictive Business Practices.
Che. United Nations Rules have a greater degree of specificity in the areas covered
and as such can be seen as an illustration of the same principles as those

3. Financing
Eaterprises should, in managing theSinancial and commercial operations
of their activities, and especially their liquid foreign assets and liabilities,
take into consideration the established objectives of the countries in which
they operate regarding balance ofpaymentsand credit policies.
[There are no clarifications of this paragraph.)

-6, 'Taxation

Enterprises should:
I. Upea request Ofthe taxation authorities ofthe countries in which they

operate provide, n accordance with the safeguards and relevant
procedures of the national laws of these countries, the information
necessary fo determine correctly the taxes to be assessed in connection
with their operations, including relevant information concerning their
operations ia other countries;

©

2. Refrain from making use of the particularfacilities available to them,
such as transferpricing which does not conform to an arm's length
standard, formodifying in Ways COR to
on which members ofthe group are assessed.

The first paragraph deals with the supplying, upon request, of relevant

developed; however, the OECD Council did approve a Reoommendation to
Mernber governments" advising their tax authorities to take into account, whea
reviewing and, if necessary, adjusting cransfer prices between associated

methods set out in a Report by the Committee on Fiscal Affairs" on the
determination of transfer prices between associated enterprises for arriving al
arm's-length prices when goods, technology, trademarks and services are provided
or supplied, or loans granted, between associated enterprises.

esprises for the pusposes of determining taxable profits, the considerationsand

ealbodied in the Guidelines, The responsibilities for follow-up procedures vader

7. Employment and industrial relationsthe Guidelines and the UN Rules are, however, institutionally separate
24

While theGuidelines cover all moajor aspects of corporate behaviour, the ILO
Tripartite Declaration of Principles concerning Multinationals and Sociat Policy
(1977) sets out principles only in the fields of employment, training, conditions
of work and industria) relations which governments, employers and workers, as
well as multinational enterprises, are recofnmended to observe. Wherever these
principles refer to the behaviour expected by muttinaticnal enterprises they
parallel the OECD Guidelines and do not conflict with them. They can therefore
be of use in understanding the Guidelines to the extent that they are of a greater
degree of elaboration. However, the responsibilities for the follow-up procedures
under the Tripartite Declaration and the Guidelines are institationally separate".

a) Introductory clause :

Enteprises should, within the framework of. law, regulations and
prevailing labour relations and.employment practices, n each of the
countries in which they operate:
This important introductory paragraph is to be read in cogjunction with each

of the separate paragraphs in the chapter on Employment and Industrial Relatous.

6) Byployee representation
1, Respect the right aftheir employees to be represented by trade unions

and other bona fide organisations of employees, and engage ia

nat ona
tax authorities in one country. This recommendation can be a useful

supplement to the means that national tax authorities have at their disposal for
securing information on activities of multinational

enterprises
abroad. These

requests should be in line with generally recognised practices".
The use of transfer pricing to modify,in ways contrary to national law, the

tax base on which members of the group are assessed is covered by the second
paragraph of this chapter. No specific clarifications of this paragraph have been

-38

constructive negot ations, either individually or through employers'
assoc at ons, win such emp oyee organi: ms a view fo reaching
agreements on employment condiiions, which should include
provisions for dealing with disputes arising over the interpretation of
such agreements, and for ensuring mutually respected rights and
responsibilities;

national

This paragraph expressly provides for management engaging in constructive
negotiations on employment conditions with employee representatives. The thrust
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be of use in understanding the Guidelines to the extent that they are of a greater
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This important introductory paragraph is to be read in cogjunction with each
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enterprises
abroad. These

requests should be in line with generally recognised practices".
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the Guidelines in this area is towards management adopting a positive approach
vards the activities of trade unions and other bona fide organisations of

wlayees of all categories . and, in particular, an open attitude towards

vanisational activities of workers within the framework of national rules and

The Guidelines do not indicate what organisations in a specific sense should

present employees for collective bargaining purposes oF what criteria should be

vd for the selection of such organisations". The Guidelines wif) not put
asiacles in-the way of recognition by management, in agreement with national
ws and practices, of an International Trade Secretariat as a "bona fide

Although the question is not directly addressed, this paragraph implies that

.origement should adopi a co-operative attitude towards the participation of

aployees in international meetings for consultation and exchanges of views

utong themselves provided that the functioning of the enterprise's operations and

Leir organisations are not prejudiced thereby".

} Providing and information to employee representatives

be necessary ta assist in the development of effective collective
@greentents,;

b) Provide to representatives of employees information which is
neededfor nteaningful negotiations on conditions ofemployment;

The positive attitude towards employee representation encouraged by the

Guidelines is also expressed in this paragraph which recommends that

management provide facilities to employee representatives as necessary to assist
in developing effective collective agreements and the information needed for

negotiations on employment conditions. The term "meaningfol" must

Iw applied in the circumstances of each case, but it has operational value to

petsons experienced in labour relations".

Negotiations, consultations, co-operation or the provision of information to
een the nart c oncemed expression "information enabling a true and fain view of the performance of the

language effectively understood by employees or their representatives. Where this

may be unreasonably difficult, such as when representatives from the parent

company are involved, adequate interpretation and translation facilities should be

provided™.
+

wlices
d) Providing information for a true and fair view

law andpractice, information which enables them to obtain a true and
fair view of the performance of the entity or, where appropriate, the

enterprise as a whole;

3. Provide to representatives of employees where this accords with local

In accordance with local law aad practice, employee representatives should

be given information which enables them to obtain a true and fair view of the
performance of the entity or, where appropriate, the enterprise as a whole. Where

empfoyee representatives experience difficulties in obtaining such information at

the national level because the entity in that country is unable to comply with the

provisions of paragraphs 2 sad 3, die other entities of the enterprise are expected
to co-operate and assist one another as necessary to facilitate observance of the

sanisation of employees

vormal procedures governing with employee = and

35°

i} Subjects covered by the information to be supplied

The laws, regulations and practices in Member countries with respect to the

provision of information by enterprises to employees differ considerably. In some

countries, statutory provisions are very extensive and detailed, whereas in others,

management and fabour representatives define, on the basis of need, the

information which management is expected to provide on a "good faith basis".

2.. a) Provide such facilities to representatives of the employees as may

information provision, including the type of information to be provided, its degree
of detail, whether provided to the individual entity or the group (national or

jntemational), the timing of provision, whether il covers present situation and past

'There is no general approach (o this question as trated by the many facets of

developments. and/or future outlook, etc.

Because of this diversity in Member country is neither feasible

for practical to give an authoritative and detailed list of items covered by the

a7

x general cule, management and labour representatives should communicate na

The Committee did not consider the question of the conduct of collective
bargaining at an international level, for which there are no real examples,
atthough there has been some development of trade union effert to
co-ordinate approaches to MNEs on a cross-country basis.
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of Information Guidelines address the provision of nformation to the genera

public, employees ofmultinational entesprises may need and should bave access

to more specific information, beyond that available fo the general public, and in

* This clarification is relevant for both paragraph 2b and paragraph 3.

4s
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term suitabe fer their inerests and purposces*. Enterprises should proviceOt aspects O° Ce p2ro-manc: of the entep-ise which wil] ase enable
g) Providing reasonchie notice af changes ia operation

guided by the ivfornation items enumeraced in the Disclcstre cf (nfo-mation

Whese ecare speciic infostmation is hecessary, managemert and labourtid be preparzd to discuss information recuiremerts in a corstrucve manact,hirg acooun. of the specific situation of the enterpiise ard of local laws,"gu attons and practices. Considerations of business confidertialay way :nean
on certain points may not be provided, ormay not be provided

ti, Restracturing activities aad the position of the enterprise as a whole
Certain activitics of mul-tiationa! eaterprises, for instance restucearingsUv.tizs, can be pul inte perspective only if the information on the Positien ofav enterprise as « whole is avaiable. If restructsring, ot siacilar decisions, results

4 re where Le position of the enterprise as i whole a key element,ken eraployee -epresentatives should have the information which gives a Que anc

formation is subject to scnsidetatiors of busiaess confidentiaiity".

\ Stendards of empioymest

favourable then those observed by comparebie employers in the kast

[There are no clarificatians cf this parag-aph)

Use, training, endpreparingfor upgrading members of focal fatour force
5. dt theiroperations, to the greatert extent utilise, train and

Prepare for upgrading members of the local labour force in
co-operation with representatives of sheir emplovees and, where
Cppropriats, the relevani governmental authorities;

[These are 030 clarifications of this paragraph]
ee
e

of tne closure of ae entity involving collective lay-offs or dizmisscls,
provide rearonable notice of ick changes ta representatives their
employees, aad where aporopriate to the relevant governmental
suthorities and co-operate with tre empiovee representatives and
appropriate governmental authorities io as to mitigate to ihe
mame extent practicable xdverse efferts;

Tekng eccount of establishedpolicy ebjectives
This paragraph must read together with the Generel Polickes chapter

whick provides tha. enterprises take account of the estastshed general policy
objectives of Member countries in which they operate and their econcmic and
social priorides. In paricubr, paragraph 2 of the General Policies chapter
provides gu dance to mult.national as to Low they saculd take account
of the interests oF the countries in which they operate wherever major
cross-border sestructuring activities ase carr.ed out".

When a .ocal subsidiary of a maltinational enterprise is to be closed down,
acorrpany shovic seek all eecessary information or (oe country '¢ relevant ain
aad practices from the govsriment corcermed. Wae this does nx affect the

of he enterprise w reach decisioms witk respect tc cutting bacs oF
terrainating operatians in 8 given plant, certain considerations should be carefully

fi) Reasonable notice
Reasonable notice is linked to the recommendation that management

oc-eperate with employee represeatatives and govemmental avtacrities in order
to mitigace the adverse effects or such ckang:s. For seca ta be
"reasonable", : t shoulc te sufficiently imely for the purpose ofmiigating action
to be >repared and put into effect". Notice of changes shovlc be given and the
actual chaages implemented és, such a way thal meaningful Co-operation can take
place. Tt would centonr. to the geneza intention of this pazagrap, ligt of the
specific circuristances of each case, ifmanagemeni were able to such notice
puior to the fisal decisicn being taken",

These are cot intended as rigid rules whigh would maxe Taatagemet's task
more The Guidelives recognise that the sensit-vity cf >ertain >esiness
decisions andor of paricutar jos, in terms of possible serious damage to. 2

enterprise, is such that it is difficult for maragement, when considering
changes in accivices which watld kave major effects on the livelihood o their
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tuyces, tc give employee represertatives eerly notice of such chanzes.
irese conside-aiicns would only 'pply in exceptional Circumstatices.

.-idered usua®.

id} Emplove representatives
Qn ocvasion, enterprises may be faced with a situation where Ger

ituyces ure no: sepresened sy fade Lnions anc other bona tid: eraployce
-mnisations. In such cases, enterprises should teke all pract:cal steps :owards
ting the objectives uncerlying paragraph 6, within the fremewcrk of national
. Vgulaions and abou relations practices®,

7. implement their employmentpoEcies hiring, discharge, pay,
Fromoticn and ireining without discrimination unless selectivity ia
respeci of explayce cherecteristics is in furdterence of extabiished
governmental policies whick [EEE promote greater of
employment opportunity:

{There are no clarifications of this paragraph.}

Unfair
8. dt tee contest of bone fide negotiations' with represeniaiives of

employers on conditions of employmeni, or while employces are
exercising a right to orgadise, nol threaten to udilise a capscity
transfer the whole or part of ent cperating wait from dhe country
coucemmed nor transfer employces jrom se enterprises' component
eniities in other countriss order to injluence unfair y those
regotiatiogs ov to hinder the exercise of a right to organise;

Bowafide negofiations may incinde labour disputes as part ofthe process
of aegetistion, Whether er nat labour disgutes are so included will be
dstermined by the law andprevailing employment practices ofparticular

(This text cn integra! part af the negotiated instruments]

This paragrapk includes the additionalprovision, concerning transfer of
emplayees, adopted by OECD Governments al tse metting of the GECD
Countil at Ministerial level on 13 and 14 June 1979.
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This puragrach was meaut to cover only aperatiors involving existing lant
and fulure mMvestments such as replacenent of

context*,
A dostnction should be made betwe2n information givea w employ2es on

the fikely consequences for the future of the firm as s geicg concert. for the
eventsal ontcome of such jegotiations, which & providec by
management, and threats waich would be a unfair use oF maragenent" +

for maragement to inform empoyes 'epresenta-ives f certain demends have, in
their view, s2r.ous implicetions fcr the econcmic viability of the enterprise.
Managerremt saculd, nevertheless, xs prepared to suppor. this claim with
aoprcepriate information",

yD Condsct of negotiations
9. Buabie authorised representatives treir employees to conduct

negotiation on collective or labourmanagement relations
issues with representatives ofmaragement who are authorised to take
decisions on the matters under nvgotiation.

When negotiaicns or collective ake plree in the context of a

pareut-subsidiacy relatioeship, the stbsidiary mzy nat be fully empowered ©
negotiate and to conchale zn agrecmen: . There may be spec.al probiems the
case of a subsidiary situated in ¢ courtry different from that cf the parert
company In these situations, th2 paren company is expected t tcke the

organisational steps to enable its subsidiaries t> observe the Geide:ines,
inter aia, dy providing adequate and timely information end enscring that the
entzror.se's representatives carrying cut sich negotiatons at the natiosal or Iccal
level ace duly autkorisec to take decisions on matters ander negotiation. The
sranagerceat of a exterprise should see that this iz observed m the
circumstances of each

Where relevant saticaal law provires fornegotiations prier to final decisions
being ceacred, employee represertatives should bé given aa opportunity o
conduct negotiat.ons with asthocised management before macor decisions are

enterprises

i) ""Ccllective bargaining" and "Labourmurazgement sevaiicns"
There exists internationzlly agreed standard of he scope of che berms

bargaining" and "fatour management selations'. In fact, there is wide
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wits due regard ta the protection Of industrial and
rigkts;

Whew far the

The chzpter aints tc promote, wthin the Emits of economic feasibiliey and

'prises to rapidly d: ffuse the of their research amid development'vitizs On reasonable terms end concit.ons
When considesing changes ia their ope-aticns, entenprises saeuld endeaveucusure (tat the'r entities are rot unduly depcived of resources for techyolozicalclopment direcdy related to their mancfictaring and marketing in theup as a whole, Enterorises should éneourage the escabliskiment ancenivement of their inacvative capacity and, bearirg in mird the need for souncwue Cal pracices, develop in their component entities 4 capability forhnological irnevaton™,

to

Netes

1, See Second Revised Decision of the Counci on the Guidelines forMeltinational Enterp-ises, patagraph 3, reprocuced in Annex 2 to this report.
2 faternational investment in Moltinationa! Enterprises Review of the 1976

Declaration and Decisions (OECD Faris, 1979); The Mid-Terra Report onthe 1976 Declaration and Decisions (OECD Paris, 1982) and The 1984Review of che 970 Declaration urd Becisions (OECD Pacis, 1584). TzeGECD Declaraiion cnd Decisions oa Internaticnal and
Enterprises, 1991 Review (OECD Paris, 1992).

Chapte: I1, paragraph 3, The CECD GuidelinesforMultinational Enterprises(OECD Paris, 1936).

4 ibid, Chapter IL pacagraph 4.

5. The Guitelines ace sdirzsse3 to enterprises (private, state. mixed)"established in differen. countries and so linked that one or more of them
thay be aale to excicise 4 s-gnificart over the activities of cthess
and, in particular, to share knowledge an¢ resources with the others"; ibid,
Chzptes I, paragraph 5.

Declaration and Decisions on inemationai Investment aud
Eaterprises, 1991 Review (OBCD Pat's, 1992,
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ibid, Chapter UL, paragraph 8. Transfer Pricing andMultinafional Enterprises (OBCD Paris, 1979). A task
force has been set up to review the recommendations in this Report taking
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ibid, Chapter 11, paragraph 12,
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2. Pages 48-49, The OECD Declaration and Decisions, 1991 Review, op. cit.
at note 6.

3. ibid, page 49.

4. Chapter I, paragraphs 60-61, The OECD Guidelines, op. cit, at note 6.

5. Page 49, The OECD Declaration and Decisions, 1991 Review, op. cit. at Chapter V
HUE G. a

6. ibid, page 44, CONCLUSION

7. ibid, page 43. uw

8. Chapter Il, paragraph 62, The OECD Guidelines, op. cit. at note 3.

covered the bulk of investment wartd-wide, receiving support from companies,
9 ibid, Chapter HI, paragraph 63. countries and labour unions active in the international investment process. As

0. ibid, Chapter H, paagraphs 65-6. mpart of a comprehensive package for the treatment of international mvestment, i!
bas helped develop understanding between business, government and labour aboul
what can reasonably be expected of MNEs in foreign markets.

ibid, Chapter Fl, paragraph 79.
As with any internationally negetiated instrument, the Guidelines have

2, ibid, Chapter IJ, paragraph 72.. sometimes been criticised, either for being too general or too detailed. Some have

argued, for example, that they do not go far enough in ensuring that MNEs
3. ibid Chapter Il, paragraph 74. comply with national law and practice, while others have said the Guidelines go

beyond those standards in some areas. Another area of debate involves the

4. ibid, Chapter Il, paragraph 75. follow-up, which some say reeds to be made stronger, but which others argue is

too juridical.
5. ibid, Chapter Il, paragraph 77. The decade of the 1990s poses new challenges for the Guidelines.

Countries' and companies' roles are undergoing transformation chat will affect
6. Aibid, Chapter II, paragraph 78. investment relations and have implications for the Guidelines and investment

policy-makers.
7 ibid, Chapter Il, paragraphs 80-81. For companies, this transformation involves a complea web of relationships.

alliances and agreements with other companies lo establish and expand activities
This clarification is contained in pages 52-54 of The OECD Declaration and in foreign markets, spread costs, improve research and development capacities.
Decisions, 199] Review, op. cit. at note 6, and gain access to distribution networks. The rapid diffusion of technologs

means companies cannot maintain their technological advantage for long and run
g Chapter II, paragraph 90, The OECD Guidelines, op. cit, at note 3. lo benefit from technologies the

cannot develop themselves. And the convergence of consumer preferences
customers world-wide demand the best products at the cheapest price, regardle.s
of national origin. This leads to new ways of doing business in foreign market.

For countries, the changes affect their role as homes or hosts to MNEs.
Countries which before were mainly recipients of foreign direct invesonent and
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hich favoured sarict standards for MINEs now have their 'owe cCempan:esacsting abroad Wherezs co
Wes, Uey are £4 ebe y to take a encre balanced view, Conversely, courtrieshich before were predomiraatly casiial-exportess andwhich thay have sappurtedmare Aexible asprcach wwards multinztional enierprses now have numerous
acign enterprises in their own (erritories. THis may lead them to look ricre

These caanges suggest the Guidelines will continue 0 play a role in

'alunce between what MNEs can contribute to social and elonemic progress in'ust countes ard what they can gain by investiag Gere.
he also provid> « balanced framework within which companiesUnaximise commercial advantage while internat.onally eceeptedtandicds cf corporzte dehzviour. This is- Patticuiady imponant as theturpetitien for direct irvestmert increases world-wide, Companies adtezingcan-be reasonably certain tha: trey will seea by governmens ardiva: unions as good cosporate citizens, anc will be able © carry out teir

*perations in joreiga mirkets or the basis of snutual confidence.

Amex 1

DECLARATION ON INTERNATIONAL INVESTMENT
AND MULTNATIONAL ENTERPRISES

(21 June 1976)

THE GOVERNMENTS GF CECD MEMBER COUNTRIES'

CONSIDERING.
That interpatinna' investment has assumed increased inoportaace in the
world economy ard has consiferably contribuzed to the developmen: cf
the.r counties;
That enterprises play an important role in this investmert
process,
'That ¢2-operation by Member countries can improve the foreign
imvestment climate, enzowmge the positive ceatribation which
multinational enterprises cas make to economic and social sragress, end
ministise aad resolve difficulties which may acise fora thei: various
operations,
Thet,while cominuing endeavours within the OECDmay fead to furthe:
international arrangements an¢ apreenents in field, it seems
appropsia:e at-this svage to iatensify thei co-operacicn and consultation
o7 issve celaéng © iatereatcnal investrnent and multinationa'
enterprisés throigh inter-related instruments each of which deals witk
a different aspect cf the nratcer and tozether corsiitute a tremewcrk
within which the OBCD wiil consider these issues;
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1.ARE:
ivlines for
ailational
Tprascs

sonal Treatment

sof] icting
quirements

11.1,

. That they jeintly recommend to multinational
enterprises operating in their territories the
observance of the Guidelines as sel forth [below]
having regard to the considerations and
onderstandings which introduce the Guidelines
and are an integral part of them;

That Member countries should, consistent with
their needs to maintain public order, to protect
their essential security interests and to fulfil
commitments relating to international peace and
security, accord enterprises operating in their
territories and owned or controlted directly or
indirectly by nationals of another Member country
(hereinafter referred to as ""Foreign-Controlled
Enterprises") treatment under their laws,
regulations and administrative practices, consistent
with intemational law and no less favourable than
that accorded in like situations to domestic
enterprises (hereinafter referred to as "National
Treatment");

2. That Member countries will consider applying
"National Treatrnent" in respect of countries other
than Member countries,

3. That Member countries will endeavour to ensure
that their territorial subdivisions apply "National
Treatment";

4. That this Declaration does not deal with the right
of Member countries to regulate the entry of
foreign investment or the conditions of
establishment of foreign enterprises;
That they will co-operate with a view to avoiding
or minimising the imposition of conflicting
requirements on multinational enterprises and that
they will take into account the general
considerations and practical approaches as set
forth in Annex 2 [ta the Declaration],

$8

IV.1. That they recognise the need to strengthen their

co-operation in the field of international direct
investment,

Intemational
Investment Incentives
and Disincertives

weight to the interests of Member countnes
affected by specific laws, regulations and

administrative practices in this fietd (hereinafter
called "measures") providing official incentives
and disincentives to international direct
investment,

3. That Member countries will endeavour to make
such teasures as transparent as possible, so that

their importance and purpose can be ascertained
and that information on them can be readily
available;

Multinational Enterprises, on National Treatment
and on Intemational Investment Incentives and

Disincentives;

effectiveness of international economic
co-operation among Member countries on issues

relating to international investment and

muitioational enterprises'.

GUIDELINES FOR MULTINATIONAL ENTERPRISES'

efficient utilisation of capital, technolagy and human resources between countries

and can thus fulfil an important role in the promotion of economic and social

welfare, But the advances made by multinational enterprises in organising their

operations beyond the national framework may lead to abuse of concentrations of

economic power and to conflicts with national policy objectives. In addition, the
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three years with view to improving the
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1. Muttinational enterprises now play an imp stant part in the economies of:

jnterest to governments. Through international direct investment, such enterprisesMember countries and in intemational economic relations, which is of creasing
:

substantial benefits to home and host countries by contributing to the
can bring
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woodtexity of these erulkinaticnal anc the ct ceatlyvetoing their divese
We

Tre common aim of the Member countries ts to encourage Lie positiveanitadors which nulinationa enterprises can mzke lo econondc atd socialseers and (2 minimise and tesolve the di"ficultes to which ele va-ioussions may give rie. fa view of the teusnaticnal sisccnure of suchre ses, this am will be furthered by co- amorg theOECD co.uncesfwre the beadquarters of ais: of the moltinaticnal enterprises are established+l which are the locaticn of a substantiz! part of Geir operctions. Theatelives set out hereafter are designed to assist the achievement of thisammo dim aad to to itngreving the foreign investrnent cimate.Stace the opecauions of maltinztional enterprises exterd througtout thekl including countries chat are not Members of the Organ s<tion, intrationalvperation in this jefd sould eatenc to all Staes. Member countries will give'full support to effoss undertaken in co-operaicn with aoa-mercberities, ard te particular with developing countries, with < view to improving
wtich multinational extenprises can make and by minimising antthe probiems whica tay arise in cornec:icn with their activities.Within -he Orgenisatien, the programme of vo-operation to attain these ceedstC be a continzing, pragmatic and balanced on2, H comes withia -he generalups cf the Carvention on the Organisations fcr Co-operation andevelopment (DECD) and makes falf useof the various specialised bodies of theweaaisaicn, whose terns of reference alzeady ocvermany aspects of the rote ofenterprises, notably in matters of intemztional ade and payments,«petition, faa ation, wappower, indusGial development, sciznce anc technology.

wacvement of relevan: and statistical informatio? and the elabcrationpreposals for zction designed to strengthen inter-govemmenial co-operation.ome cf these areas pmcecures already exist through which 'suics related io« Qperations of mubisaicnal enterprises can be taken ug. This work couldsult in Ge cenclusion of furtier asd carplementary agreements: andUigements Jelvreen govemments.
The initia! phase of the q-operation programme is composed of axclaration aad three Decisions promulgated simaltaceousiy as they arand inter-coiected, ia respect of Gu.delines fcr molivationalNational Treztment fer foreign-cootrolled ente prises aad internationalwesdment iacentives and disincentives.
The Guidet-nes set out below sre -eoommendctinos jointly adfresied byhumber Zauntries to multinational enterpissopera'itg in their Thesewhich take intoHEE the problems which can arise because of the

valcniasy and ont legelly enforceable. Hcwever, they should helpt ensure that the operctions of these are ie hanroay wih aatonalpolicies of te countries where they operate and 0 strengttes the basis of mutualconficeace between enterprises and States
7. Every State Las the cgat to prescribe the conditions under whickmulinational eaterprises operate within its national jurisdiction, subject tcimematioral law and to the agreements to which it has sutscribed.The entittes of a mutisational esterprise located ir. vaticus countries are sutqectwo the Laws of these countries.
a. A precise legal definitian of multinational enterprises not requirec for thepurpases of the Gridelmzs. These usually comprise can panies or ru entitieswhose owresship is private, state mised, estzblished in different counties and£0 linked that cine Gr ane of them may be eble to exercse a signtitcaat influenceoverr the activities of other and, in partiqular, b share <nowladge and resourceswith the others The degrees of autonomy of ezch entity in relation te the cthessvaties w.dely "rom. on: multinational enterprise to another, depending on theGature of the Links between such entities and the felis of cotivity cojzcemed. Forthese reasons, the Gaidetines are ackhessed tc the various entives withia hesnultinational enterprise (pareat companies and/or Iccz! entities) accordiag tb» theactual distribytion of resporsibilifies errong them on the cndersianding that theywil co-operate and provide zssistance to aue another necessary b facilitateobservance of the Guidelises. The vurd "erterprise" 23 used in thesz Guide inesrefers to these varicus entities ia accordance with their -esporsibilities.9, 'The Guidelines are nut aimed at ixtroducirg differences of lrearrent betweenmultinaticnal and domesiic enemprises; wierever rélevent they teflect goodpractice for all. Accordinzly, multinational and dusrestic enterprises are sstjectto the sare expeczatians ia respect of chair coaduct wherever the Guidelines aecelevant to bach.

10. The ue of appeopriate iatemational dispute setflement mechanism,tocluding arbitration, should be encouraged a5 a means of facilitating theof prcblems arising between enterprises and Member couatries.
UL. Member countries have agrezd to establish appropsiats review andconsultation procedures conceming issues arising in respect of the Guide: ines,Wren entep-ises are made subject to conflicting requicenenis byMember couaties, the goveraments comcernod will oc-cperate in good faih with4 view fe resolving such problems either within the Comminze on Internat onalInvestrient anc Multinationa Entezpcises established by the OECD Council or21 Jennary 1375 of Cirough other metnally acceptasle anrangemeats.
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Having regard to the foregoing considerations, the Member countries set
the following Guidelines formultinational enterprises with the understanding

rl Member countries will fulfil their resonnsihilities tn treat enterprises equitahty«in accordance with international law and international agreements as well as
nractual obligations to which they have subscribed.

GENERAL POLICIES

-lurprises should:

tv

Take fully into account established general poticy objectives of the
Member countries in which they operate;
In pasticular, give due consideration to those countries' aims and
priorities with regard to economic and social progress, including
industrial and regional development, the protection of the environment
and consumer interests, the creation of employment opportunities, the
promotioa of innovation and the transfer of technology';
While observing their legal obligations conceming information, supply
their entities with supplementary information the latter may need in
order to meet requests by the authorities of the countries in which those
entities are located for information relevant to the activities of those
entities, taking into account legitimate requirements of business
confidentiality;
Favour close co-operation with the focal community and business
interests;
Altow their component entities freedom to develop their activities and
to exploit their competitive advantage in domestic and foreign markets,
consistent with the need for specialisation and sound commercial
practice;

6. When filling responsible posts in each country of operation, take due
account of individual qualifications without discrimination as to
nationality, sabject to particular national requirements in this respect;
Not render and they should not be solicited or expected to render any
bribe or other improper benefit, direct or indirect, to any public servant
or holder of public office;
Unless legally permissible, not make contributions to candidates for
public office or to political parties or other political organisations;
Abstain from any improper involvement in tocal political activities,

62

DISCLOSURE OF INFORMATION

Enterprises should, having due regard to their nature and relative size in the

economic context of their operations and to requirements of business

confidentiality and to cost, publish in a form suited to improve public

and policies of the enterprise as a whole, as a supplement, in so far as necessary
for this purpose, to information to be disclosed under the supplement, in so far
as necessary for this purpose, to information to he disclosed under the national
law of the individual countries in which they operate. To this end, they should

publish within reasonable time limits, on a regular basis, but at least annually,
financial statements and other pertinent information refating to the enterprise as

a whole, comprising in particular:

a)

b)

¢)

da) new capital investment by geographical area and, as far

e)

A
8)
h)

The structure of the enterprise, showing the name and location of the
parent company, its main affiliates, its percentage ownership, direct and
indirect, in these affiliates, including shareholdings between them,

The geographical areas' where operations are carried out and the

priacipal activities carried on therein by the parent company and the
main affiliates;
The operating results and sales by geographical area and the sales in the

major line of business for the enterprise as a whole;

practicable, by major lines of business for the enterprise as a whole;

A statement of the sources and uses of funds by the enterprise as a

whole;
The average aumber of employees in each geographical area;

Research and development expenditure for the eaterprise as a whole;

The policies followed in respect of intra-group pricing;
The accounting policies, including those on consolidation, observed in

compiling the published information.
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COMPETITION

Enterprises should, while conforming to official competition rules andstablished policies of the countries ia which they operate:

means of, for example:
a) Anti-competitive acquisitions:

TAXATION

Enterprises should:
I. Upon request of the taxation authorities of the countries in which theyOperate provide, in accordance with the safeguards and relevani

Refrain from actions which would adversely affect competition in therefevant market by abusing a dominant Position of market power, b
procedures of the national laws of these

&) Predatory behaviour toward competitors;
c) Unreasonable refusal to deal:
d) Aati-competitive abuse of industrial property rights;
¢) Discriminatory (ie. unreasonably differentiated) pricing and usingsuch pricing transactions between affiliated enterprises as a meansof affecting adversely competition outside these enterprises;

conditions, the need for specialisation and sound commercial practice;

agreements which adversely affect or eliminate competition and whichare not generally of specifically acoepted under applicable national orinternational legislation;
4. Be ready to consult and co-operate, including the provision ofinformation, with conipeteat authorities of countries whose interests aredirectly affected in cegard t competition issues or investigations,Provisions of information should be in accordance with safeguardsnormally appficable in this field.

FINANCING

Enterprises should, in managing the financial and conumercial operations ofactivities, and especially their liquid foreign assets and liabilities, take intosideration the established objectives of the countries in which they operateding balance of payments and credit policies.

operations in other countries;

Standard, for modifying in ways Coultrary to ational laws the tax baseon which members of the group are assessed.

EMPLOYMENT AND INDUSTRIAL RELATIONS

Enterprises should, within the framework of law, regulations and prevailingfabour relations and employment practices, in each of the countries in which they:

t. Respect the right of their employees to be represented by trade unionsand other bena fide Ofganisations of employees, and engage inconstructive negotiations, either individuafly or through employers

agreements;
5) Provide wo representatives of employees information which ixneeded for meaningful hegotiations on conditions of empfoyntent:

fair view of the performance of the entity or, where appropriate, thyenterprise as a whole,

9t
G6

.
6T

AB
W

@
2v
eT
d

Se
2b

bS

202-482-5939

to determine correctly th€ taxes f
countries, the information

& re cvant information concerning their

2. Refrain from makin& use of the particular facilitisuch as trans et pricing which does not conform
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to an arm's length

:

2. Allow purchasers, distributors and freedom to resel » export,purchase and develop their Operations consistent with law, trade
:

3. Refrain from Participating in or otherwise purposely therestrictive effects of international or dOmestic cartels or restrictive
Operate:

associations, with such mployee organisations with a view to reachinyagreements on conditions, which should includefor dealing with ansmg over the inferpretation of sach
provisions

agreements and for
responsibilities:

ensuring mutually respected rights and

2. 4) Provide such facilities |

be necessary to assist in the
as may

3. Provide to representatives of employees where this acaw and practice, information which enables them
cords with local

to obtain a true aml
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Observe standards of employment and industrial relations not less
fayaurahle than thace hy pempyzrable in the
country;
In their operations, to the greatest extent practicable, utilise, dain and
prepare for upgrading members of the local labour force in co-operation
with representatives of their employees and, where appropriate, the
relevant governmental authorities;
la considering changes in their operations which would have major
effects upon the livelihood of their employees, in particular in the case
of the closure of an entity involving collective lay-offs or dismissals,
provide reasonable notice of such changes to representatives of their
employees, and where appropriate to the relevant govemmmental
authorities and co-operate with the employee representatives and
appropriate governmental authorities so as to mitigate to the maximum
extent practicable adverse effects;

7 Implement their employment policies including hiring, discharge, pay,
promotion aud training without discrimination unless selectivity in
respect of employee characteristics is in furtherance of established
governmental policies which specifically promote greater equality of
employment opportunity,
In the context of bona fide negotiations' with representatives of
employees on conditions of employment, or while employees are
exercising a right to organise, not threaten to utilise a capacity to
wansfer the whole or part of an operating unit from the country
concerned nos transfer employees trom the entenprises' component
entities io other countries in order to influence unfairly those
negotiations or to hinder the exercise of a right to organise,'
Enable authorised representatives of their employees to conduct
negotiations on collective bargaining or labour management relations
issues with representatives of management who are authorised to take
decisions on the matters under negotiation.

ENVIRONMENTAL PROTECTION!

Enterprises should, within the framework of laws, regulations and
ministrative practices in the countries in which they operate, and recalling the
ndsions of paragraph 9 of the Introduction to the Guidelines that, ter alia,
dlinational and domestic enterprises are subject to the same expectations in
pect of their conduct whenever the Guidelines are relevant to both, take due

66

account of the need to protect the environment and avoid creating environmentally

related health oroblems. In particular, enterprises, whether multination:al or4.

domestic, should:

environments and environmentatly related health consequences of heir

health risks of products as well as from the generation, transpost and

2. Co-operate with competent authorities, inter alia, by providing adequate

activities and by providing the relevant experusc available in the

accidents and damage to health and the environment, and to co-operate

in mitigating adverse effects, in particular:

environmental auditing,

employees,

community awareness programmes.
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wn their operations to minimise the risk ofenterprise as a whole;

3. Take appropriate measures

a) by selecting and adopting those technologies and practices which

leve of
are ompatible with these objectives >

b) by introducing a system of environmental protection at the

the enterpnse as a whole includiag, where appropmate, the use of

c) by enabling their component afities to be adequately equiped
especially by providing them with adequate knowledge and

assistance;

d) by implementing education and training programmes for their
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f) by supporting, in an appropriate manner, information and
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SCIENCE AND TECHNOLOGY

Enterprises should:

and technological capacities, including as far as appropriate the
es f their capacity to

activities practices which permit the capid diffusion of technologies withdue regard to the protection of industrial aod intellectuaf property rights:3 When granting licenses for the use of industrial property reghts or whea

Notes and References

I. On matters falling within its competence, the European Economic
Community is associated with the section on National Treatorent.

2. The Declaration was reviewed in 1979, 1984 and 1991. Section HI on
Conflicting Requirements was added following the 1991 Review.

3. The Guidelines were reviewed in 1979, 1984 and 1991. These reviews
resulted in modification of the General Policies chapter (paragraph 2); the
Disclosure of Information chapter [sub-paragraph b}; a clarification and
modification of the Employment . and Industrial Relations chapter
(paragraph 8), and the addition of a new chapter on the Environment.

4. This paragraph includes the additional provision concerning consumer
interesis, adopted by the OECD Governments at the meeting of the OECD
Council at Ministerial level on 17 and 18 May 1984.

. For the purposes of the Guideline on Disclosure of Information, the term
"geographical area" means groups of countries or individual countries as
each enterprise delermines is appropriate in its particular circumstances.
While no single method ofgrouping is appropriate for all enterprises orfor
allpurposes, thefactors to be considered by an enterprise would include the
significance of geographic proximity, economic affinity, similarities in
business environments and the nature, scale and degree of interretationship
of the enterprises' operations in the various countries.
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Endeavour to ensure that their activities fie Satisfactorily into he
countries in which

scientific and technological policies and plans ofthethey opetate, and contribute to th€ development of national
establishment and inIprovement in host

2. To the fullest extent practicable, adopt in the course of their business

otherwise transferring technoloBy.
conditions

do so on reasonable terms and

69 uw

- _

SCIENCE AND TECHNOLOGY

Enterprises should:

and technological capacities, including as far as appropriate the
es f their ic ity to

activities practices which permit the capid diffusion of technologies withdue regard to the protection of industrial aod intellectuaf property rights:3 When granting licenses for the use of industrial property reghts or whea

Notes and References

I. On matters falling within its competence, the European Economic
Community is associated with the section on National Treatorent.

2. The Declaration was reviewed in 1979, 1984 and 1991. Section HI on
Conflicting Requirements was added following the 1991 Review.

3. The Guidelines were reviewed in 1979, 1984 and 1991. These reviews
resulted in modification of the General Policies chapter (paragraph 2); the
Disclosure of Information chapter [sub-paragraph b}; a clarification and
modification of the Employment . and Industrial Relations chapter
(paragraph 8), and the addition of a new chapter on the Environment.

4. This paragraph includes the additional provision concerning consumer
interesis, adopted by the OECD Governments at the meeting of the OECD
Council at Ministerial level on 17 and 18 May 1984.

. For the purposes of the Guideline on Disclosure of Information, the term
"geographical area" means groups of countries or individual countries as
each enterprise delermines is appropriate in its particular circumstances.
While no single method ofgrouping is appropriate for all enterprises orfor
allpurposes, thefactors to be considered by an enterprise would include the
significance of geographic proximity, economic affinity, similarities in
business environments and the nature, scale and degree of interretationship
of the enterprises' operations in the various countries.

6T
AG

W
Gc

rh
Td

Sa
p

40

o
un

202-482-5939

Endeavour to ensure that their activities fie Satisfactorily into he
countries in which

scientific and technological policies and plans ofthethey opetate, and contribute to th€ development of national
establishment and inIprovement in host capa

2. To the fullest extent practicable, adopt in the course of their business

otherwise transferring technoloBy.
conditions

do so on reasonable terms and

69 uw



'6. Bona fide negotiations may include labour disputes 2s part of the
determined by the law and Prevailing employment practices of Particular

Whether or not labour dispute5 are so included will
process of

countries

This paragraph includes the additional provision, concerni& transfer of
ing of the OECDemployees, adopted b D Governments at theCouncil at Ministerial evel on 13 and 14 June 1979. Annex 2

level on 4 and 5 June 1991.

These texts are integral pasts of the negotiated instruments.
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THE GUIDELINES FOR MULTINATIONAL ENTERPRISES:
SECOND REVISED DECISION OF THE COUNCIL

Amended June 1991

THE COUNCIL,
Having regard to the Convention on the Organisation for Economic

Co-operation and Development of 14th December 1960 and, in particular. &Articles 2d), 3 and Sa) thereof;
Having regard to the Resolution of the Council of 28th November 1979, a

the Terms of Reference of the Committee on Intemational Investment anil
Multinational Enterprises and, in particular, to paragraph 2 thereo
(C(79)210(Final)};

Taking note of the Declaration by the Governments of OECD Menitx-
countries of 2ist June 1976 in which they jointly recommend to multinationa!
enterprises the observance of Guidelines for multinational enterprises;

Having regard to the Revised Decision of the Council of 13th June 1979
Inter-Governmental Consultation Procedures on the Guidelines for

Multination:
Enterprises (C(79)143(Final)];

Recognising the desirability of setting forth procedures by whir
consultations may take place on matters related to these Guidelines:

Recognising that, while bilateral and multilateral co-operation shoul
strengthened when multinational enterprises are made subject to conflictir
requirements, effective co-operation on problems arising therefrom may best!
pursued in most circumstances on a bilateral level, although there may be cav
where the multilateral approach would be more effective:
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Inter-Governmental Consultation Procedures on the Guidelines for

Multipation:
Enterprises (C(79)143(Final)];

Recognising the desirability of setting forth procedures by whi:
consultations may take place on matters felated to these Guidelines:

Recognising that, white bilateral and multilateral co-operation shoul
strengthened when multinational en es are made subject to confictit
requirements, effective co-operation on problems arising therefrom best!
pursued in most circumstances on a bilateral level, although there may be cus
where the multilateral approach would be more effective:

70
71



Considering the Report on the R iew of the 1976 Declaration and Decisions 7.Intemational! nvestment and MultinationalReport on the Second Review of th 1976 Declaration and Decisions on

En teIprise
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This Decision shall be reviewed al the latest in six years. The Comm
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8 This Decision shail replace Decision {C(79)143]

On the proposal of the Committeetinational Enterprises:
on International Investment and

DECIDES:

nunity, employee Organisations and other interested parties shall be informed€ availability of such facilities.

acts with other National Contact Points are undertaken,The Comunittee on International Investment and Multinational Enterprises'inafter called "the Committee") shall Periodically or at the request of a

clarification of the Guidelines. Clarification will be provided asred. The Committee shall Periodically report to the Council on theseTs,

nges of views with the advisory bodies on these matters may be held upon
5 to the Council.
f it so wishes, an individ
5 its views either oral]
ing its interests.
te Committee shall not reach coaclusions on the conduct of individualises.

ual enterprise will be given the Opportunity toy Or in writing on issues concerning the Guidelines
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AUSTRALIA

AUSTRIA

BELGIUM

NATIONAL CONTACT POINTS

Executive Member
Foreign Investment Review Board
C/- The Treasury
Parkes Place
Parkes Act 2600
Canberra

Phone: (61) 62 63 3795
Fax: (61) 62 63 2940

Director
Ministry for Economic Affairs
Division [V/1
Stubenring 1
1011 Vienna

Phone: (43) 222 71100 5234
Fax: (43) 222 7142719 or 7137995

Directeur général honoraire
Ministére des Affaires EconomiquesRue du Comet 43
1040 Bruxelles.

Phone: (32) 2 230 90 43
Fax; (32) 2 230 00 50

75

6£
6S
-c
op

-c
ac

475
P1772

M
AY

19
'95

16:57

Annex 3

NATIONAL CONTACT POINTS

AUSTRALIA Executive Member
Foreign Investment Review Board
C/- The Treasury
Parkes Place
Parkes Act 2600
Canberra

Phone: (61) 62 63 3795
Fax: (61) 62 63 2940

AUSTRIA Director
Ministry for Economic Affairs
Division
Stubenring 1
1011 Vienna

Phone: (43) 222 71100 5234
Fax: (43) 222 7142719 or 7137995

BELGIUM Directeur général honoraire
Ministére des Affaires EconomiquesRue du Comet 43
1040 Bruxelles

Phone (32) 2 230 90 43
Fax; (32) 2 230 00 50

75



NADA Deputy Director
GERMANYInvestment Group H ad of Department

Section V C 5

Trade Competitiveness Policy Division Ministry of Economics
Tower C-6
External Affairs and International Trade Canad

Villemombier Str. 76
Bundeswirtschaftsministerium125 Sussex Drive

Ottawa, Ontario KIA 0G2 Postfach 14 02 60
5300 Bonn

Fax:
or 992 0484

Fax:
(1) 613 944 0679 or 992 6002 Phone (49) 228 615 3758

(49) 228 615 2332
'MARK Head of Section w

GREECE DirectorMinistry of Indus

DK-1216 Copenhagen K
Slotsholmsgade 12 Directorate for International Economic Organizati DMinistry of National EconomyNikis 3

Fax:
Phone: (45) 33 923 350 10180 Athens

(45) 33 123 778

AND Fax:
Phone: (30) 333 2121

Industrial Counsellor
(30) 1 323 4430

ICELAND
Industrial Department
Ministry of Trade and Director for Financial Market

FIN-00170 Helsinki
Aleksi 4 Ministry of Industry and

mie Att:
Amarhvoli
[SO ReykjavikPhone: (358) 0 160 3603

Fax: (358) 0 160 2694 Phone: (354) 1 609 070
Fax: (354) 621 289

Chef de Bureau

Direction du trésor
Service des affaires internationales
Sous-Direction des affaires multilatéralesTélédoc 579
139, rue de Bercy
75572 Paris Cedex 12

Phone: (33) 1 44 87 73 72

Department of Enterprise and EmploymentKildare Street
Dublin 2

Phone: (353) 1 661 4444
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RLANDS

Secrétariat Généra) de la Programmation EconomiqueMinistére du Budget et de la ProgrammationEconomique
Via XX Settembre
00187 Roma

Phone: (39) 647611 -47.61.30.99

Director
Second International Organisation Division
Ministry of Foreign Affairs
2-2-1 Kasumigaseki
Chiyoda-ku
Tokyo

Phone: (81) 3 3580 3311

Ministry of Economics
19-21 Boulevard Royal

Treasury Minisury
3, ruc de la Congrégation

(352) 47 81

Flead of the International Investment Division
Directorate-Genera! for Foreign Economic RelationsMinistry of Economic AffairsP.O. Box 20101
2500 EC The Hague

Phone: (31) 70 379 7152

NEW ZEALAND

NORWAY

PORTUGAL

SPAIN

OECD Liaison Officer
Ministry of Foreign Affairs and Trade
Private Bag
Wellington

Phone: (64) 4 472 8877Fax:

Ministry of Foreign Affairs
Department of External Economic Affairs II,OECD-section
P.O. Box 8114 Dep.
0032 Osto

Phone: (47) 22 34 36 00
Fax: (47) 22 34 95 80

Director
Foreign Investment DepartmentICEP - Investments, Trade and Tourism of PortugAvenida 5 de Outubro, 101
1000 Lisboa

Phone: (351) 1 793 0103
Fax: (351) 1 795 2329

Deputy Director
Spanish Investment Abroad

- General Directorate of External Investment
Ministry of Industry, Trade and Tourism
Paseo de la Castellana, 162 - Floor 13
28071 Madrid

Phone: (34) 1 349 36 19
Fax: (34) | 349 35 62

(39) 6 48.36.44 Fax: (4) 4 472 9596

Fax: (81) 3 3503 3136

Tel:
Pax: (352) 46 62 12
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SWITZERLAND

TURKEY

UNITED KINGDOM

Working Group on Multinational Enterprises
Ministry of Industry and Commerce
103 33 Stockholm

Service des investissements internationauxOffice fédéral des affaires zy sutérioure,
Departement fédéral de l'économie publiquePalais fédéral est, 3003 Berne

Phone: (41) 31 61 22 91
Fax: (41) 31 21 53 72

Undersecretariat of Treasury and Foreign TradeGeneral Directorate of Foreign Investment
Bulvari

Emek - Ankara

Phone: (90) 4 212 58 80
Fax: (90) 4 212 89 16

Department of Trade and Industry
International Trade Policy Division
Ashdown House
123 Victoria Street
London SWIE 6RB

Phone: (44) 71 215 6147
Fax: (44) 71 215 6767
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UNITED STATES Director
Office of Investment Affairs
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US Department of State
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Chapter I

INTRODUCTION

The OECD Guidelines for Multinational Enterp (MNEs) areInmendations to enteprises from OECD
ulrinational busisessesPerate in harmony

governments to help ensure that0 with the policies of the countriehere they operate. These voluntary standards the full range of MNEs'peranons: Seneral policies, information disclosure, competition, financing
chnology.

0 employment and industrial relations, fhvionment, and science and

Since the Guidelines" adoption in 1976, the OECD has given attention toaking them known and has established follow-up procedures to assist in theirplementation This includes the establishment of Contact Points in
:

untnes to deal with Guidelines js
odie consultations with the

tegularOECD reviews of the Guidelines
ess

mmiftees, and promotional activities.
and industry and trade union advisory

Major reviews in 1979, 1982. 1984, and 1991 contain Clarifications, .mments and explanations on the Guidelines', There have been very fewdments to the original Guidelines, as their effective application depends 'inon their stability. Multinational companies, through the Business andipdustry Advisory Committee (BIAC), and employees, through the Trade Union

idelines should, therefore, continue to help improve understanding betweensiness, governments and labour, In this way. they complement nationalI islation and reinforce MNEs' contributions to economic and social progress inpst and home countries.

dvisory 'Committee (TUAC). support the Guidelines as a balanced and fairproach to addressing questions that may arise from MNE operations
:

The Guidelines enjoy the full support of the OECD's 24 Memberere most MNEs are headquartered and where a subStantal part of their
counties

ations are located. OECD Members have also.declared their svpport forejtending international co-operation in this field to al countries. The Guidelines
erent anguages" and are an important

been published in some fifteen diff
of the dialogue with non-Member countn€s. especially those in Asia, Latin

7
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America and Central and Easter Europe with which OECD has developedicloser

Important developments have occurred since the OECD Guidelines for
Multinational Enterprises were agreed in 1976. In general, there is today a wider
acceptance of foreign direct investment and multinational enterprises, and
competition for FDI is on the rise°. OECD countries, as well as many countries
outside the OECD, are trying to attract a greater share of a limited poo! of
investment capital. This includes not only the countries of Central and Eastem
Europe and the former Soviet Union, where new regulatory regimes sre! being
developed to attract investment, but also developing countries in Asia, Africa and
Latin America, which are disillusioned with past experience in restricting foreign
investment and are now actively sceking more MNE involvement. New players
have also emerged to which the Guidelines could apply, but who may not know
about them, such as companies which before were not investing much abroad bur

:

:

today are becoming important international investors. These enterprises should See
find that the Guidelines provide helpful internationally accepted standards for their . Ente
foreign operations. 197!

1,

These changes suggest more efforts are neede to increase awareness of the Pari

Guidelines, especially given the complexity and rapidity of business decisions in' Pari

today's competitive commercial environment, the..increasing number of Inve

multinational enterprises and the potential for conflict that could accompany these

always be anticipated nor solved by the Guidelines. but companies that know and
_

Aran

process, makes it possible for business, governments and labour to address also

problems and seek understandings. (Ca

developments. Problems that could arise in regard toMNE operations can neither 2, The

Japipply the Guitlelines are less likely to encounter difficulties, and. the Guidelines

3. ForThis boklet is part of the effort to make the Guidelines beter known, It is
designed as a general inoduction and guide to allyh may be interested in the
Guidelines. Chapter I tells how the Guidelin ¢ to be and describes their ag

(OEmain features and how they fit with otherGECD instruments on foreign direct
Guidelines work, including the role of

the National Contact Points, the partners, and the OECD bodies invojved
in Guidelines activities. Chaptaf IV provides a commentary oo how certain
provisions of the Guidelines
the OECD Commitee on iternational Investment and Multinational Enterprises
("CIME"). This chapter,however, does not modify the authoritative texts; which

tim language of the Guidelines and the relevant! CIME
© in foomotes to the text. The concluding Chapter V sums up

penence
. the Guidelines and briefly examines their role in the years! ahead.
of the Guidelines themselves and the follow-up procedures are

reprodu in Annexes 1 and 2, respectively. The list ofNational Contact Points
in Annex 3.

invesnment. Chapter II explains how

uld be understood asa result of clarifications by

are found in the v
decisions refi
ex w
The fall
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