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FOREWORD

This guide is provided as a tool to assist employers organizations and their
members to better understand the Tripartite Declaration of Principles concerning
Multinational Enterprises and Social Policy (the ILO MNE Declaration). As
expectations of societies worldwide increase concerning the role of MNEs in social
matters, this guide also explores ways in which such companies may respond to those
expectations. The MNE Declaration is a voluntary promotional instrument and is
therefore not subject to a complaintsbased mechanism. MNEs and companies in
general wishing to uphold a socially responsible approach to conducting their business
are called upon to consider the MNE Declaration when looking to establish operations
overseas or when operating within their own domestic environment.

The MNE Declaration was adopted by the ILO Governing Body in 1977.
Originally, the text of the Declaration was negotiated parallel to a debate that took
place in the UN Commission on Transnational Corporations with a view to developing
a code of conduct. However the UN initiative foundered and the UN Code of Conduct
was not devel oped.

The MNE Declaration, however, persisted. In 2000, the document was updated
to incorporate the 1998 ILO Declaration on Fundamental Principles and Rights at
Work within its provisions. Although other more high-profile instruments — such as the
OECD Guidelines— have taken the spotlight from the MNE Declaration, it continues to
provide a ready point of reference for employers organizations and companies looking
to respond to the social challenges presented by the CSR debate, be they multinational
enterprises or not, be they large or small. It is within this context that this guide for
employers has been produced.
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AN EMPLOYERS GUIDE TO THE TRIPARTITE
DECLARATION OF PRINCIPLES CONCERNING
MULTINATIONAL ENTERPRISES AND SOCIAL POLICY

. WHAT ISIT?

The 1977 ILO Tripartite Declaration of Principles concerning Multinational
Enterprises and Social Policy was negotiated between governments, workers and
employers representatives and, as such, isthe only truly international tripartite consensus
on what would be a desirable behaviour of enterprises with regard to labour and socia
policy areas. It was updated in 2000 in order to incorporate the 1998 ILO Declaration on
Fundamental Principles and Rights at Work within its provisions.

II. WHERE DID IT COME FROM? A BRIEF HISTORY

In the 1960s and 1970s, the social and political climate was such that great
concern and mistrust was expressed about the growing economic and sometimes
political influence of MNESs.

This climate fuelled a debate within the United Nations which, in 1975, embarked
upon the preparation of a Code of Conduct on Transnational Corporations. It was
intended that the content of the ILO Tripartite Declaration of Principles concerning
Multinational Enterprises and Socia Policy, which was then being formulated, would
be reproduced as a chapter in the UN Code dealing with employment and industrial
relations. This did not materialize as the UN initiative ultimately collapsed. Work
continued in the ILO and in November 1977 the Declaration was adopted by the ILO
Governing Body.

1. WHY ISTHE MNE DECLARATION RELEVANT TODAY?

Today the debate surrounding the development of corporate social responsibility
(CSR) continues to grow. Increasingly, companies are considering how they can
respond to the challenges and opportunities of globalization whilst at the same time
remaining conscious of the expectations of consumers, shareholders, employees and
other stakeholders that, in operating the business, they would do so in a socialy
acceptable and sustainable way.

An important feature of the voluntary nature of the engagement in CSR is the
diversity of responses. This recognizes that the contexts and situations are different for
each company and that a one-size-fits-all response is neither possible nor desirable.



One of the questions often asked by companies is. What internationally
recognized points of reference exist which can guide me in developing the company’s
approach? There are a number of substantive references, in addition to the MNE
Declaration, including:

The 1976 OECD Guidelines for MNES (revised 2000), the * OECD Guidelines’ .
Although they are not totally supported by al countries, the OECD Guidelines
are supported by most of the industrialized economies and an increasing number
of countries are announcing their interest in complying with them. While this
text was negotiated between the governments of the OECD member States, both
employers and workers organizations were consulted. However, the terms of
the OECD Guidelines go beyond employment and social policy matters and
include environmental and other matters (see the table of comparison between
the Declaration and the OECD Guidelines in Annex I1).

The UN Global Compact. While not an officid UN agreement, the Compact
contains principles drawn from universally-accepted international texts in the areas
of human rights, labour and environment. The four labour principles of the Compact
are drawn from the 1998 ILO Declaration on Fundamental Principles and Rights at
Work (see www.ilo.org) which cover: freedom of association and the effective
recognition of the right to collective bargaining; elimination of discrimination in
employment and occupation; effective abolition of child labour; and the eimination
of forced or compulsory labour. These are principles enshrined in the ILO
Condtitution and are addressed to governments which, by virtue of ther
membership of the ILO, are expected to give effect to them regardless of whether
they have ratified the international labour Conventions covering such aress.
However, the Globa Compact is avoluntary call from the UN Secretary-Generd to
the business community to embrace the principles and, through an approach based
on learning and the exchange of good practice, work to give effect to the principles
intheir operations.

In addition, many commercial, sectoral and company initiatives on CSR and
codes of conduct have been developed. The unique characteristic of the MNE
Declaration is that it enjoys the support of governments and the social partners. The fact
that support for the MNE Declaration is global and fully tripartite makes this instrument
relevant and robust within he present debate. Whilst it was originally addressed to
MNEs, its provisions are also directly relevant to any national company anywhere in the
world regardless of its size.

IV. THE MNE DECLARATION AND ITSRELATION TO ILO STANDARDS

The MNE Declaration provides guidance to governments, employers and
workers organizations, multinational enterprises and other national enterprises, in the
areas of employment, training, conditions of work and life and industrial relations. The
provisons of the Declaration are consistent with relevant international labour



Conventions and Recommendations. Whilst ILO Conventions and Recommendations
are amatter for governments, the MNE Declaration encourages companies to bear them
in mind and consider them within their own sphere of influence.

While companies are, of cour se, obliged to comply with national legislation they are
not responsiblefor, or required to give effect to, inter national labour standar ds.

International labour standards are, and remain, theresponsibility of gover nments.

V. ITSPURPOSE

The MNE Declaration is intended to:

“.... encourage the positive contribution which multinational enterprises
can make to economic and social progress and to minimize and resolve
the difficultiesto which their various operations may giverise..”

The MNE Declaration recognizes that multinational enterprises congtitute a potent
economic force for progress and are an integral part of economic life and that, through
their activities, they contribute significantly to raising the quality and quantity of
employment. It also recognizes that with that power come possible challenges. The text is,
therefore, an attempt to find ways by which companies themselves can consider the areas
of potentia risk and look to find their own solutions, involving others if they so wish.

As stated in paragraph 5:

“these principles are intended to guide the governments, the employers
and workers organizations and the multinational enterprises in taking
such measures and actions and adopting such social policies including
those based on the principles laid down in the Constitution and the
relevant Conventions and Recommendations of the ILO as would further
social progress’

The MNE Declaration, therefore, looks to build on the positive contribution
multinational enterprises play in the advancement of social progress. It is also important
to recognize that the Declaration itself is not mandatory, nor is it a code of conduct for
business. Rather, it is a checklist or reference point for companies in the area of
corpor ate social responsibility.

VI. HOW DOESTHE MNE DECLARATION WORK?

The MNE Declaration works on the basis of information. Periodic surveys
addressed to governments, workers and employers organizations are undertaken by the
ILO to assess the impact that MNEs are having with regard to the specific chapters of
the Declaration. That information is then shared with constituents and provides



direction for future ILO action. The MNE Declaration itself is discussed in the ILO
Governing Body through the Subcommittee on Multinational Enterprises, which is a
tripartite forum for discussion and information exchange.

The Declaration contains no enforcement or complaints mechanism — a key
difference from the OECD Guidelines — nor are there national contact points with
regard to how it is used. However, if there is a disagreement over the application of the
Declaration, the parties can request the ILO to give an interpretation of the meaning of
the disputed provision. At the time of writing this Guide there have been five such
regquests (see www.ilo.org public/english/employment/multi/dispute.htm). Compared to
the provisions of the OECD Guidelines, the Declaration has a lower profile. Efforts to
raise the Declaration’s profile are in process and, in due course, more such requests for
interpretation may be forthcoming.

VIlI. THE CONTENTSOF THE DECLARATION

1. General Polices (paragraph 8)

Under this section, the MNE Declaration sets out the general requests made of
the parties. These are:

(a) Respect the sovereign rights of States:

Companies are asked to respect the legitimacy of governments to regulate their
societies. However, in the event a governments fails to do so, companies need
to ensure that they are not contributing to, nor benefiting fom, that failure.
Where government action in areas covered by the MNE Declaration (and here
we would include also the 1998 Declaration on Fundamental Principles and
Rights at Work) is weak or absent, companies can use the MNE Declaration’s
provisions to guide their response in the face of weak or non-existent national
law.

(b) Obey national laws and regulations:

Lega compliance is the basis from which the MNE Declaration operates. Such
compliance is needed before anything else is possible and in many instances
such compliance will bring a company into conformity with the expectations
of the MNE Declaration itself. In order to meet this expectation, companies
need to ensure that they have a thorough understanding of the local laws and
have in place systems to ensure compliance. This can be complicated at times.
In this connection, national employers organizations are the best point of
reference with regard to these and any other “local” issues.



(c) Givedue consideration to local practicesand “respect” relevant
international standards:

Firstly, this provision seeks to ensure that local traditions and practices are
respected. This, like the issue of legal compliance, needs a good understanding
of local conditions and again the national employers’ organization can provide
ready information and guidance.

The second part of this provison relates to “respect relevant international
standards’. What is meant here is not expressly clear. It is true that the wording
cals for al parties concerned by this Declaration to respect relevant
international standards so the duties of States is also captured here. The respect
that a company must give can therefore be separated from the duty that a State
may have —i.e. alega duty — and so the respect required of a company may well
just not be limited to ensuring that it does not act in a way contrary to the
intentions of these relevant international standards — i.e. a mora and ethical
duty. Of course, where a State has trandated any relevant international standard
into domestic law, then the company must comply with its relevant provisions.

The paragraph goes on to clearly state that respect should be given by the
partners to the MNE Declaration, to the “Universal Declaration of Human
Rights and the corresponding International Covenants adopted by the General
Assembly of the United Nations as well as the Constitution of the International
Labour Organization and its principles... They should contribute to the
realization of the ILO Declaration on Fundamental Principles and Rights at
Work and its Follow-up as well as honour commitments which they have
freely entered into, in conformity with the nationa law and accepted
international obligations’.

From this list it could be argued that these are the relevant international
standards to which the opening words of paragraph 8 refer and they should
certainly be those directly considered by a company within its own context even
though they are al directed to States and not private actors. Familiarity with
them can help a company in its decision making without making the company
legally responsible for the instruments themselves. However, there may be other
standards that become important given the situation being considered.
Relevance then becomes a key word and what might be relevant to be
considered will be situation-dependent. Again, in anational context the national
employers organization may be able to give guidance to this question.

Respect for core international labour standards is another matter and would
necessarily imply that private companies should be aware of them. Whether or
not those Conventions have been ratified or translated into national law and
practice becomes a compliance issue. Where they have not been ratified they
can be referred to for guidance in looking for appropriate responses, but



companies are not required to take responsibility for them; respect is different
from a legal obligation. Local redlities, practices, religion and traditions also
need to be considered as these may be reasons for not ratifying. Efforts to give
effect to the MNE Declaration will therefore need to take into account the
reasons for nonratification of the Convention(s) concerned. This also comes
back to the request to respect the sovereign rights of States.

(d) Honour commitments freely entered into in conformity with national laws
and accepted international obligations:

Again, the expectations here will vary between the different parties to which
the Declaration is addressed. For a company this refers to such things as
national industrial agreements entered into. It may include international
understandings applicable across all of a company’s operation - i.e. through a
framework agreement. It may aso include nonlegally binding undertakings
made by a company with regard to its operations, including undertakings
arising through company policy documents.

A company is also asked to consider the general policy objectives of the
country in which it operates or intends to operate. It should also consider how
its operations will impact on that policy, the intention being to seek harmony
between the company’ s behaviour and the government’s policies, development
priorities and social gains. Again, local knowledge is important in order to
identify those policy objectives for the purpose of making the comparison.

Governments are aso addressed in this part. Their responsibility for
ratification and implementation of international labour standards is recognized
(paragraph 9) asis their responsibility to promote good social practice through
the implementation of their social and labour law, regulation and national
practice (paragraph 12). Thisis an areafor action by employers organizations,
as they have a role to play in engaging with governments in promoting and
developing legidation consistent with delivering the objectives set by the
MNE Declaration.

2. Employment

This chapter is in three parts. (d) employment promotion; (b) equality of
opportunity and treatment; and (c) security of employment.

(&) Employment promotion

The chapter begins with a recognition that it is government’s role to pursue a
range of policies designed to promote full, productive and freely chosen employment
and recognizes that such a policy is needed if it is to stimulate economic growth and
development, raise living standards, meet manpower requirements and address issues of
unemployment and underemployment. The lack of such a policy is not an excuse for



companies to pull back from consideration of the expectations of them under the MNE
Declaration, but it is another entry point for employers organizations with governments
to develop such policies to encourage foreign direct investment (FDI) and MNE
participation in the national economy. This expectation of governments is aso
consistent with the ILO Global Employment Agenda. Before starting their operations,
companies, for their part, should consult with governments and workers and
employers organizations to ensure that their manpower plans are consistent with that
national policy (paragraph 17).

Paragraph 16 looks to MNEs, particularly in developing countries, to increase
employment opportunities and raise standards. This is qualified by the paragraph also
recognizing that such an approach needs to be considered having regard for national
policy as well as job security and the enterprise’s own development. This expectation
needs to be considered now in light of the nature of the MNE’s operations. When this
text was written, the focus was largely on manufacturing or extractive industries where
the technology of today was not even dreamed of. Many MNESs are now in the high end
specialized manufacturing or service sector where employment opportunities — due to
the nature of the work and the impact of technology — limits the employment
possibilities. However, issues of indirect employment creation through engaging in the
local supply of goods, services and personnel should not be forgotten (refer paragraphs
18 and 20, with the warning that this should not be done as a means of avoiding the
responsibilities outlined in the MNE Declaration).

This paragraph should also be considered by those companies whose operations
may imply higher levels of employment. This is an expectation that is not always
possible for a company to satisfy. Paragraph 19 also calls for local skills enhancement
and the use of technology to enable local production to move from unskilled “low-end”
to “highrend” high value production (although this will be largely dependent on the type
of company operation involved). There is a possible onflict between these calls for
high-end skills development and calls for other MNEs to maximize job creation by
applying labour-intensive low technology practices. These are sensitive issues and a
company needs to have a good understanding of the expectations at the national level
before commencing operations so as to ensure local expectations are met.

The issue of giving priority to the employment of nationals is a'so promoted here
(paragraph 18). Again there is no one approach to this as it will be dependent on the
nature of the jobs involved and the availability of local skilled workers. However,
companies should be proactive in exploring ways to address this request and it may well
require a longer term investment in human resource development to equip nationals with
the requisite skills so as to not only increase their digibility for employment but also to
enable them to progress within the company. Collaboration with others at nationa level
on skills development is one way in which companies can contribute to this.



(b) Equality of opportunity and treatment.

Under this section, the MNE Declaration calls on governments and encourages
them to pursue — not deviate from — policies which promote equality of opportunity and
treatment in employment with a view to eliminating discrimination on the grounds of
race, colour, sex, religion, political opinion, national extraction or social origin
(paragraphs 21, 23).

Companies, for their part, are asked to have regard for these policies and support
governmert measures taken to correct historical patterns of discrimination - eg.
affirmative action programmes - as well as to use what is now accepted human resource
policy, namely the engagement, promotion and access to training of personnel on the
basis of their qualifications, skills and experience (paragraph 22).

(c) Security of employment.

This section is more complicated for companies. It begins by caling on
governments to monitor the impact of MNEs on employment (this refers back to
paragraph 16 and the request that MNES should endeavour to increase employment
opportunities — see (a) above — and requesting them to have in place measures to deal
with the employment impacts).

One of the criticisms often laid at the door of MNEs is their displacement of
small national companies on the commencement of their operations. Paragraph 24 also
asks MNEs to have measures in place to deal with their impacts. This is quite vague. It
could include such steps as undertaking employment impact assessments prior to the
start-up of operations and consultations with government and employers and workers
organizations as to what possible impacts their operations could have. It also comes
back to paragraphs 18 and 20 regarding the employment of nationals and the domestic
sourcing of goods and services.

Provisions are aso included with regard to security of employment. MNEs are
not only asked to address this issue through endeavouring to provide stable
employment, but are also asked to take a leading role in promoting security of
employment. This requires early consideration of the type of operation to be established
and the nature of the work to be performed. There must be cognisance of any
agreements reached with the enterprise and, additionally, conformity with national leggl
requirements.

It has to be remembered that the MNE Declaration was written largely with the
developing world in mind, where sanctity of contract and work continuity were not
always present and the am was to secure employment opportunities for nationals,
thereby contributing to socia improvement. This objective is seen as being best
obtained where individuals have some certainty about their employment. This does not,
however, preclude flexible work arrangements or new forms of work. It asks companies
to manage changes in their operations with sensitivity, including adequate notification



to the government and their workers where major job losses are possible (especidly in
the case of full or partial closures) so as to enable ways to mitigate the effects to be
explored jointly. Companies are called on to avoid arbitrary dismissals and, if they are
unavoidable, to seek together with governments the provision of some form of income
protection for terminated staff (paragraphs 26 — 28).

3. Training

These provisions call on governments to work with employers and workers
representatives in developing national policies on vocational guidance and training.
These policies should then guide an MNE in developing its own training needs. The
MNE should also involve itself in, and support, national programmes aimed at skill
formation and development (paragraphs 29 and 31).

The MNE's training programme should look to ensure that relevant training is
given at al levels in the company and that this be done with the m-operation of the
government, workers' and employers’ organizations (paragraph 31).

A company’s operational needs should determine what is relevant by way of
training needs. This provision is aimed at ensuring, as far as possible, that the presence
of an MNE at the national level makes a positive contribution to skill attainment by
individual staff members. It also aims at benefiting from MNES expertise in training
and the contribution to an overall improvement in the country’s training programmes,
including at managerial level (paragraph 32).

In some instances the MNE may be looked at to play aleadership role in this regard
where such loca programmes are weak or not established. It also recognizes the
enlightened salf-interest that companies have in enlarging the pool of skilled workers from
which to draw as the business expands. The provision aso recognizes that the responsibility
for training is a shared one and not the sole responsibility of the company itself.

4. Conditions of work and life

This chapter is divided into three parts: (a) wages, benefits and conditions of
work; (b) minimum age; and (c) safety and health.

(&) Wages, benefits and conditions of work

This provision seeks to ensure that the wages paid by an MNE are not less
favourable than those paid by comparable companies in the country concerned. Where
there are no such comparable companies the request is that the wages, benefits and
conditions of work be the best possible, taking into account the economic situation of
the company, and be consistent not only with national law but aso with government
policies. Also, where the company provides basic amenities like housing, medical care
or food these should be of a good standard.



This is very subjective and words such as “of a good gandard” are not of much
assistance. Employers organizations in many countries provide information on national
terms and conditions of employment and can also help clarify such subjective terms,
taking into account the national context. The provision is aso a reminder to companies
to act reasonably and responsibly in host countries and avoid criticism that, through
their practices, they are not providing what is now the ILO expression “decent work”.

(b) Minimum age

Thisis quite simple. Employees should only be engaged where their age is at, or
above, the national minimum age for admission to employment. It is important to
remember that the permitted age sometimes varies depending on the job to be
performed and, again, good local knowledge is needed to ensure that this is respected.
The aim, of course, is to prevent child labour. In the absence of a national minimum
age, the company would be wise to consult with both the national government and
employers organization before engaging younger staff. The company’s own human
resource policy can also give guidance in this regard. Generaly speaking, any
employment of persons younger than 16 should be treated with great caution.

(c) Safety and Health (OSH)

MNEs are expected to maintain a high standard of heath and safety in
conformity with national standards, paying particular attention to any specia hazards
applicable to their operations. Companies therefore need to be in and maintain
compliance with nationa law in this regard and should share the information regarding
their OSH standards with government and workers organizations (paragraph 38).
Where appropriate, OSH should aso be included in any negotiated agreements

(paragraph 40).

MNESs, because of their status in the eyes of others, are aso asked to work with
international organizations on OSH standards (paragraph 39).

Given the emphasis today on health and safety at work, these expectations
should come as no surprise and provide little in the way of obstacles to realizing them.
MNEs should aso consider exchanging information and knowledge with other
employers at the national level as a means of improving domestic practice. This can be
done through their involvement with the national employers’ organization and, whilst
not part of the expectations of the MNE Declaration itself, this would certainly assist.

5. Industrial Relations

This chapter is divided into five parts: (a) freedom of association and the right to
organize; (b) collective bargaining; (c) consultation; (d) examination of grievarces; and
(e) settlement of industrial disputes.
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As a dtarting point, the MNE Declaration expects companies to observe
standards of industrial relations no less favourable than those observed by comparable
domestic companies. The text is however silent on what should be done where there are
no comparable companies. In both instances, in order to ensure that they are acting
appropriately, advice should be sought from the national employers organization.

(a) Freedom of association and theright to organize

This provision reflects the general ILO principles surrounding freedom of
association. It stresses the right to:

»  Establish and/or join organizations of one's own choosing without previous
authorization, which should be run free of interference by any other persons
(company included) (paragraphs 42, 43).

» Be protected against acts of anti-union discrimination, eg. dismissa,
discrimination, etc.

»  Meet and exchange views amongst employees, providing company operations
are not prejudiced (paragraph 47).

Governments are also asked to give effect to alowing such organizations to
affiliate internationally (paragraph 45) and incentives for companies to locate in any
country should not include any which seek to limit or interfere with these rights to
freedom of association or the right to organize and bargain collectively (paragraph 46).

There is also a provision in paragraph 44 where it says, “where appropriate, in
the local circumstances, multinational enterprises should support representative
employers organizations’. This wording may seem strange today, but it recognizes, in
the context of freedom of association for employers, their right to freely choose to
associate with other employers at the national level. Increasingly these days, as has
already been mentioned in the text of this Guide, local knowledge by foreign firms of
not only law but also practice and culture is increasingly important in ensuring not only
legal compliance but also integration into the local community. For an employer the
national employers organization remains the best means to achieve those objectives
(see Annex |).

(b) Coallective bargaining.

This is probably at times a more difficult provision for some companies in some
countries. It is important to remember that the MNE Declaration does not say that
companies have to bargain collectively. The language used in this section is quite
specific. Both the right to collective bargaining and its promotion, as a means of
regulating terms and conditions of employment, are subject to it being in accordance
with national law and practice (paragraph 49). The rest of the section needs to be read in
that context.

11



However, the section requires a good understanding of what national law and
practiceis and also what might be “ appropriate to national conditions’ (paragraph 50).

Collective bargaining and workers' rights remain compromised in a number of
countries around the world. Increasingly, MNEs are becoming aware that these issues
need to be approached sensitively and, if not, they could experience a lot of negative
campaigning by both trade unions and NGOs. Good advice should be sought before
considering operations to ensure these issues are fully understood and discussed. It may
not always be possible to even give effect to either company policy or usual practice in
this context.

Where collective bargaining is recognized and freely entered into, the section
sets out the following expectations:

» That the workers organizations will be recognized by the company for the
purposes of bargaining (paragraphs 49 and 52);

»  That the company would help with facilities to assist in the development of such
collective agreements (paragraph 51). This may take many forms; the MNE
Declaration does not define what those facilities may be and loca law and
practice should be considered in this context;

» The MNE local management should have the authority to negotiate and
conclude such agreements (paragraph 52);

»  That such agreements will include dispute and interpretation provisions as well
as means for their enforcement (paragraph 54);

Elements of good faith can be found in the text, including the prohibition of the
use of threats during any such bargaining of partial or total withdrawal from the country
or of importing labour to influence bargaining outcomes (paragraph 53). Also, in this
regard the company should, in accordance with national law and practice, exchange
information through the negotiation process to enable a true and fair view of the
performance of the local operation or even the MNE as a whole (paragraph 55);

Given that governments are also asked to be able to supply information on the
industries within which the local firms operate, MNES are asked to co-operate with
governments in the collection of relevant information on their operations (paragaph
56). What this means in practice is unclear but any requests for such information should
be clearly officially requested and, if any doubts persist, a discussion with the local
employers organization might be helpful.

(c) Consultation
Paragraph 57 sets out to establish a means for social dialogue within the

company between it, its workers and their representatives as an addition to and not an
aternative for collective bargaining. Again, this should be established in accordance

12



with national law ard practice and cover matters of mutual concern. The content of such
dialogue is not defined further.

(d) Examination of grievances.

Thisis amatter of process. It asks that employees with a grievance be entitled to
submit a grievance and have it dealt with through an appropriate procedure without fear
of prgjudice to their employment. Consideration should be given to national law and
practice in determining what is meant by an “appropriate procedure” (paragraph 58).

(e) Settlement of industrial disputes.

This provision looks at ways in which companies, in conjunction with their
workers and their representatives, can establish voluntary conciliation machinery (i.e.
dispute settlement mechanisms) to assist in the prevention and settlement of industrial
disputes. Such a procedure, it suggests, may include voluntary arbitration (paragraph 59).

Again the request here has to be considered within the national context and such
mechanisms need to be appropriate to those circumstances. The key word here though is
voluntary. Such procedures need to be ones that can be freely entered into. That
freedom, however, may be constrained if the industry involved is regarded as an
essential service where strike action can be limited and arbitration is the means of
dispute resolution. Again, local knowledge is important.

VIIl. CONCLUSION

The above text sets out the content of the Tripartite Declaration of Principles
concerning Multinational Enterprises and Social Policy. As readers will appreciate, the
MNE Declaration contains many elements which are already either reflected in national
law or are part of a company’s human resource and industrial relations policy.

That said, there are parts of the world where legidative gaps and gaps in the
implementation of legidation exist and it is in that context that the MNE Declaration
can play an important role in guiding companies, both MNE and national, in acting
appropriately in the face of that silence. Its globa support from all ILO member States
makes it a strong instrument for companies to refer to.

Geneva, March 2004
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ANNEX |

TRIPARTITE DECLARATION OF PRINCIPLES CONCERNING
MULTINATIONAL ENTERPRISESAND SOCIAL POLICY
(text only)

Introduction

In the 1960s and 1970s, the activities of multinational enterprises (MNES) provoked intense discussions that resulted in
effortsto draw up internationa instruments for regulating their conduct and defining the terms of their relations with host countries,
mostly in the developing world. Labour -related and socia policy issues were among those concerns to which the activities of MNEs
gave rise. The ILO’s search for international guidelines in its sphere of competence resulted, in 1977, in the adoption by the ILO
Governing Body, of the Tripartite Declaration of Principles concerning Multinational Enterprises and Socia Policy (MNE
Declaration).

The principles laid down in this universal instrument offer guidelines to MNESs, governments, and employers and
workers' organizationsin such areas as employment, training, conditions of work and life, and industrid relations. Its provisions are
reinforced by certain international labour Conventions and Recommendations which the social partners are urged to bear in mind
and apply, to the greatest extent possible. The adoption of the ILO Declaration on Fundamental Principles and Rights at Work and
its Follow-up in 1998 highlighted the importance of the fundamental Conventions in redizing the objectives of the ILO, and
consequently, the MNE Declaration takes into account the objectives of the 1998 Declaration.

Today, the prominent role of MNEs in the process of socia and economic globalization renders the application of the
principles of the MNE Declaration as timely and necessary as they were at the time of adoption. As efforts to attract and boost
foreign direct investment gather momentum within and across many parts of the world, the parties concerned have a new
opportunity to use the principles of the Declaration as guidelines for enhancing the positive socia and labour effects of the
operationsof MNEs.

Periodic surveys are conducted to monitor the effect given to the Declaration by MNESs, governments, and employers
and workers' organizations. A summary and an analysis of the replies received are submitted to the ILO Governing Body for
discussion. These documents, as well as other information and research publications on MNEs and socia policy, are available
through http://www.ilo.org

In the event of disagreement over the application of the Declaration, the parties, using a procedure instituted in 1981,
may submit a request to the ILO for an interpretation of the meaning of its provisions. The text of this procedure is appended for
information. Assistance and advice with regard to the submission of requests for interpretation can be obtained from the
International Labour Office.

This instrument provides social policy guidelines in a sensitive and highly complex area of activities. Adherence to the
Declaration by al concerned would contribute to a climate more conducive to economic growth and social development.

TRIPARTITE DECLARATION OF PRINCIPLES CONCERNING
MULTINATIONAL ENTERPRISESAND SOCIAL POLICY

(adopted by the Governing Body of the International Labour Office at its 204th Session (Geneva, November 1977)
as amended at its 279th Session (Geneva, November 2000))*

The Governing Body of the International Labour Office:

Recalling that the International Labour Organization for many years has been involved with certain socia issuesrelated
to the activities of multinational enterprises,

Noting in particular that various Industrial Committees, Regional Conferences, and the International Labour Conference
sincethe mid-1960s have requested appropriate action by the Governing Body in the field of multinational enterprises and socia policy;

Having been informed of the activities of other international bodies, in particular the UN Commission on Transnational
Corporations and the Organization for Economic Cooperation and Development (OECD);

Considering that the ILO, with its unique tripartite structure, its competence, and its long-standing experience in the
socid field, has an essential role to play in evolving principles for the guidance of governments, workers and employers
organizations, and multinational enterprises themselves;

Recdlling that it convened a Tripartite M eeting of Experts on the Rel ationship between Multinationa Enterprises and Socia
Policy in 1972, which recommended an I1LO programme of research and study, and a Tripartite Advisory Meeting on the Relationship of
Multinational Enterprises and Socia Policy in 1976 for the purpose of reviewing the ILO programme of research and suggesting
appropriate ILO action in the socia and labour field;

Bearing in mind the deliberations of the World Employment Conference;

Having thereafter decided to establish atripartite group to prepare a Draft Tripartite Declaration of Principles covering
all of the areas of I1LO concern which relate to the social aspects of the activities of multinationa enterprises, including employment
creation in the developing countries, all the while bearing in mind the recommendations made by the Tripartite Advisory Meeting
held in 1976;

Having also decided to reconvene the Tripartite Advisory Meeting to consider the Draft Declaration of Principles as
prepared by the tripartite group;

Having considered the Report and the Draft Declaration of Principles submitted to it by the reconvened Tripartite
Advisory Mesting;

Hereby approves the following Declaration which may be cited as the Tripartite Declaration of Principles concerning
Multinational Enterprises and Socia Policy, adopted by the Governing Body of the International Labour Office, and invites
governments of States Members of the ILO, the employers and workers' organizations concerned and the multinational enterprises
operating in their territories to observe the principles embodied therein.

* Official Bulletin, Vol. LXXXIII, 2000, Series A, No. 3.



**1. Multinational enterprises play an important part in the economies of most countries and in international economic
relations. This is of increasing interest to governments as well as to employers and workers and their respective organizations.
Through international direct investment and other means such enterprises can bring substantial benefits to home and host countries
by contributing to the more efficient utilization of capital, technology and labour. Within the framework of development policies
established by governments, they can also make an important contribution to the promotion of economic and social welfare; to the
improvement of living standards and the satisfaction of basic needs; to the creation of employment opportunities, both directly and
indirectly; and to the enjoyment of basic human rights, including freedom of association, throughout the world. On the other hand,
the advances made by multinational enterprisesin organizing their operétions beyond the national framework may lead to abuse of
concentrations of economic power and to conflicts with national policy objectives and with the interest of the workers. In addition,
the complexity of multinational enterprises and the difficulty of clearly perceiving their diverse structures, operations and policies
sometimes give rise to concern either in the home or in the host countries, or in both.

2. Theam of this Tripartite Declaration of Principles is to encourage the positive contribution which multinationa
enterprises can make to economic and social progress and to minimize and resolve the difficulties to which their various operations may
giverise, taking into account the United Nations resol utions advocating the establishment of aNew International Economic Order.

3. Thisamwill befurthered by appropriate laws and policies, measures and actions adopted by the governments and by
cooperation among the governments and the employers and workers organizations of al countries.

4.  The principles set out in this Declaration are commended to the governments, the employers' and workers
organizations of home and host countries and to the multinational enterprisesthemselves.

5. These principles are intended to guide the governments, the enployers and workers organizations and the
multinationa enterprisesin taking such measures and actions and adopting such socia policies, including those based on the principles
laid down in the Congtitution and the relevant Conventions and Recommendations of the ILO, aswould further socid progress.

6.  To serveits purpose this Declaration does not require a precise lega definition of multinational enterprises; this
paragraph is designed to facilitate the understanding of the Declaration and not to provide such a definition. Multinational
enterprises include enterprises, whether they are of public, mixed or private ownership, which own or control production,
distribution, services or other facilities outside the country in which they are based. The degree of autonomy of entities within
multinational enterprisesin relation to each other varies widely from one such enterprise to another, depending on the nature of the
links between such entities and their fields of activity and having regard to the great diversity in the form of ownership, in the size,
in the nature and location of the operations of the enterprises concerned. Unless otherwise specified, the term “multinational
enterprise” is used in this Declaration to designate the various entities (parent companies or local entities or both or the organization
as awhole) according to the distribution of responsibilities anong them, in the expectation that they will cooperate and provide
assistance to one another as necessary to facilitate observance o the principleslaid down in the Declaration.

7.  ThisDeclaration sets out principlesin the fields of employment, training, conditions of work and life and industrial
relations which governments, employers and workers organizations and multinationa enterprises are recommended to observe on a
voluntary basis, its provisons shdl not limit or otherwise affect obligations arising out of retification of any ILO Convention.

GENERAL POLICIES

8.  All the parties concerned by this Declaration should respect the sovereign rights of States, obey the national laws
and regulations, give due consideration to local practices and respect relevant international standards. They should respect the
Universal Declaration of Human Rights and the corresponding International Covenants adopted by the General Assembly of the
United Nations aswell asthe Constitution of the International Labour Organization and its principles according to which freedom of
expression and association are essential to sustained progress. They should contribute to the realization of the ILO Declaration on
Fundamental Principles and Rights and Work and its Follow-up, adopted in 1998. They should also honour commitments which
they have freely entered into, in conformit y with the national law and accepted international obligations.

9.  Governments which have not yet ratified Conventions Nos. 87, 98, 111, 122, 138 and 182 are urged to do so and in
any event to apply, to the greatest extent possible, through their nationa policies, the principles embodied therein and in
Recommendations Nos. 111, 119, 122, 146 and 190. Without prejudice to the obligation of governments to ensure compliance with
Conventions they have ratified, in countries in which the Conventions and Recommendations cited in this paragraph are not complied
with, al parties should refer to them for guidancein their social policy.

10. Multinational enterprises should take fully into account established genera policy objectives of the countries in
which they operate. Their activities should be in harmony with the development priorities and socia aims and structure of the
country in which they operate. To this effect, consultations should be held between multinational enterprises, the government and,
wherever appropriate, the national employers and workers' organizations concerned.

11. The principles laid down in this Declaration do not aim at introducing or maintaining inequalities of treatment
between multinational and national enterprises. They reflect good practice for all. Multinational and national enterprises, wherever
the principles of this Declaration are relevant to both, should be subject to the same expectations in respect of their conduct in
general and their socid practicesin particular.

12, Governments of home countries should promote good socia practice in accordance with this Declaration of
Principles, having regard to the social and labour law, regulations and practices in host countries as well asto relevant international
standards. Both host and home country governments should be prepared to have consultations with each other, whenever the need
arises, on theinitiative of either.

" Paragraphs 17, 8, 10, 25, 26, and 52 (formerly paragraph 51) have been the subject of interpretation under the Procedure for the examination of
disputes concerning the application of the Tripartite Declaration of Principles concerning Multinational Enterprises and Social Policy. Copies of
interpretations are available upon request to the Bureau of Multinational Enterprise Activities, International Labour Office, 4, route des Morillons,
CH-1211 Geneva 22, Switzerland, or at http://www.ilo.org.

® Convention (No. 87) concerning Freedom of Association and Protection of the Right to Organise; Convention (No. 98) concerning the Application
of the Principles of the Right to Organise and to Bargain Collectively; Convention (No. 111) concerning Discrimination in Respect of Employment and
Occupation; Convention (No. 122) concerning Employment Policy; Convention (No. 138) concerning Minimum Age for Admission to Employment;
Convention (No. 182) concerning the Prohibition and Immediate Action for the Elimination of the Worst Forms of Child Labour; Recommendation (No.
111) concerning Discrimination in Respect of Employment and Occupation; Recommendation (No. 119) concerning Termination of Employment at the
Initiative of the Employer; Recommendation (No. 122) concerning Employment Policy; Recommendation (No. 146) concerning Minimum Age for
Admission to Employment; Recommendation (No. 190) concerning the Prohibition and Immediate Action for the Elimination of the Worst Forms of
Child Labour.
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EMPLOYMENT
Employment promotion

13.  With a view to stimulating economic growth and development, raising living standards, meeting manpower
requirements and overcoming unemployment and underemployment, governments should declare and pursue, as a maor goa, an
active policy designed to promote full, productive and freely chosen employment?

14. Thisisparticularly important in the case of host country governmentsin developing areas of the world where the
problems of unemployment and underemployment are at their most serious. In this connection, the general conclusions adopted by
the Tripartite World Conference on Employment, Income Distribution and Socia Progress and the International Division of Labour
(Geneva, June 1976) should be kept in mind.®

15. Paragraphs 13 and 14 above establish the framework within which due attention should be paid, in both home and
host countries, to the employment impact of multinational enterprises.

16. Multinational enterprises, particularly when operating in developing countries, should endeavour to increase
employment opportunities and standards, taking into account the employment policies and objectives of the governments, aswell as
security of employment and the longterm devel opment of the enterprise.

17. Before starting operations, multinational enterprises should, wherever appropriate, consult the competent
authorities and the national employers and workers organizations in order to keep their manpower plans, as far as practicable, in
harmony with national social development policies. Such consultation, as in the case of national enterprises, shoud continue
between the multinational enterprises and al parties concerned, including the workers' organizations.

18. Multinationa enterprises should give priority to the employment, occupational development, promotion and
advancement of nationals of the host country at all levels in cooperation, as appropriate, with representatives of the workers
employed by them or of the organizations of these workers and governmental authorities.

19. Multinational enterprises, when investing in developing countries, should have regard to the importance of using
technol ogies which generate employment, both directly and indirectly. To the extent permitted by the nature of the process and the
conditions prevailing in the economic sector concerned, they should adapt technologies to the needs and characteristics of the host
countries. They should aso, where possible, take part in the development of appropriate technology in host countries.

20. To promote employment in developing countries, in the context of an expanding world economy, multinational
enterprises, wherever practicable, should give consideration to the conclusion of contracts with national enterprises for the
manufacture of parts and equipment, to the use of local raw materials and to the progressive promotio n of the local processing of
raw materials. Such arrangements should not be used by multinational enterprises to avoid the responsibilities embodied in the
principles of this Declaration.

Equality of opportunity and treatment

21.  All governments should pursue policies designed to promote equdlity of opportunity and trestment in employment,
with aview to diminating any discrimination based on race, colour, sex, religion, political opinion, national extraction or socid origin®

22, Multinationa enterprises should be guided by this general principle throughout their operations without prejudice
to the measures envisaged in paragraph 18 or to government policies designed to correct historical patterns of discrimination and
thereby to extend equdlity of opportunity and treatment in employment. Multinational enterprises should accordingly make
qualifications, skill and experience the basisfor the recruitment, placement, training and advancement of their staff at all levels.

23.  Governments should never require or encourage multinational enterprises to discriminate on any of the grounds
mentioned in paragraph 21, and continuing guidance from governments, where appropriate, on the avoidance of such discrimination
in employment is encouraged.

Security of employment

24.  Governments should carefully study the impact of multinational enterprises on employment in different industrial
sectors. Governments, as well as multinational enterprises themselves, in dl countries should take suitable measures to deal withthe
employment and labour market impacts of the operations of multinational enterprises.

25.  Multinational enterprises equally with national enterprises, through active manpower planning, should endeavour
to provide stable employment for their employees and should observe freely negotiated obligations concerning employment stability
and socia security. In view of the flexibility which multinational enterprises may have, they should strive to assume aleading role
in promoting security of employment, particularly in countries where the discontinuation of operationsis likely to accentuate long-
term unemployment.

26. In considering changes in operations (including those resulting from mergers, takeovers or transfers of
production) which would have major employment effects, multinational enterprises should provide reasonable notice of such
changes to the appropriate government authorities and representatives of the workers in their employment and their organizations so
that the implications may be examined jointly in order to mitigate adverse effects to the greatest possible extent. Thisis particularly
important in the case of the closure of an entity involving collective lay-offs or dismissals.

27.  Arbitrary dismissal procedures should be avoided.”

28.  Governments, in cooperation with multinational as well as national enterprises, should provide some form of
income protection for workers whose employment has been terminated.®

TRAINING

29. Governments, in cooperation with all the parties @ncerned, should develop national policies for vocational
training and guidance, closely linked with employment? Thisis the framework within which multinational enterprises should pursue
their training policies.

30. Intheir operations, multinational enterprises should ensure that relevant training is provided for al levels of their
employeesin the host country, as appropriate, to meet the needs of the enterprise as well as the development policies of the country.

“ Convention (No. 122) and Recommendation (No. 122) concerning Employment Policy.

* ILO, World Employment Conference, Geneva, 4-17 June 1976.

® Convention (No. 111) and Recommendation (No. 111) concerning Discrimination in Respect of Employment and Occupation; Convention
(No.100) and Recommendation (No. 90) concerning Equal Remuneration for Men and Women Workers for Work of Equal Value.

" Recommendation (No. 119) concerning Termination of Employment at the Initiative of the Employer.

¢ ibid.

 Convention (No. 142) and Recommendation (No. 150) concerning Vocational Guidance and Vocational Training in the Development of
Human Resources.



Such training should, to the extent possible, develop generdly useful skills and promote career opportunities. This responsibility
should be carried out, where appropriate, in cooperation with the authorities of the country, employers' and workers' organizations
and the competent local, natio nal or international ingtitutions.

31. Multinational enterprises operating in developing countries should participate, along with national enterprises, in
programmes, including specia funds, encouraged by host governments and supported by employers and workers organizations.
These programmes should have the aim of encouraging skill formation and development as well as providing vocationa guidance,
and should be jointly administered by the parties which support them. Wherever practicable, multinational enterprises should make
the services of skilled resource personnel available to help in training programmes organized by governments as part of a
contribution to national development.

32.  Multinational enterprises, with the cooperation of governments and to the extent consistent with the efficient
operation of the enterprise, should afford opportunities within the enterprise as a whole to broaden the experience of local
management in suitable fields such asindustria relations.

CONDITIONS OF WORK ANDLI FE
Wages, benefits and conditions of work

33.  Wages, benefits and conditions of work offered by multinational enterprises should be not less favourable to the
workers than those offered by comparable employersin the country concerned.

34.  When multinational enterprises operate in developing countries, where comparable employers may not exist, they
should provide the best possible wages, benefits and conditions of work, within the framework of government policies.® These
should be related to the economic position of the enterprise, but should be at |east adequate to satisfy basic needs of the workers and
their families. Where they provide workers with basic amenities such as housing, medica care or food, these amenities should be of
agood standard.**

35.  Governments, especially in developing countries, should endeavour to adopt suitable measures to ensure that
lower income groups and less devel oped areas benefit as much as possible from the activities of multinational enterprises.

Minimum age

36. Multinational enterprises, as well as national enterprises, should respect the minimum age for admission to
employment or work in order to secure the effective abolition of child labour *?

Safety and health

37.  Governments should ensure that both multinational and national enterprises provide adequate safety and health
standards for their employees. Those governments which have not yet ratified the ILO Conventions on Guarding of Machinery (No.
119), lonising Radiation (No. 115), Benzene (No. 136) and Occupational Cancer (No. 139) are urged nevertheless to apply to the
greatest extent possible the principles embodied in these Conventions and in their related Recommendations (Nos. 118, 114, 144
and 147). The codes of practice and guides in the current list of ILO publications on occupational safety and health should dso be
taken into account?

38.  Multinationa enterprises should maintain the highest standards of safety and hedlth, in conformity with national
requirements, bearing in mind their relevant experience within the enterprise as a whole, including any knowledge of special
hazards. They should also make available to the representatives of the workersin the enterprise, and upon request, to the competent
authorities and the workers and employers organizat ionsin all countriesin which they operate, information on the safety and health
standards relevant to their local operations, which they observe in other countries. In particular, they should make known to those
concerned any specia hazards and related protective measures associated with new products and processes. They, like comparable
domestic enterprises, should be expected to play aleading role in the examination of causes of industrial safety and health hazards
and in the application of resulting improvements within the enterprise as awhole.

39. Multinational enterprises should cooperate in the work of international organizations concerned with the
preparation and adoption of international safety and health standards.

40. In accordance with nationa practice, multinational enterprises should cooperate fully with the competent safety
and hedlth authorities, the representatives of the workers and their organizations, and established safety and hedth organizations.
Where appropriate, matters relating to safety and health should be incorporated in agreements with the representatives of the
workers and their organizations.

INDUSTRIAL RELATIONS

41.  Multinational enterprises should observe standards of industrial relations not less favourablethan those observed
by comparable employersin the country concerned.

Freedom of association and the right to organize

42, Workers employed by multinational enterprises aswell as those employed by nationa enterprises should, without
distinction whatsoever, have the right to establish and, subject only to the rules of the organization concerned, to join organizations
of their own choosing without previous authorisation.™* They should also enjoy adequate protection against acts of anti-union
discrimination in respect of their employment*®

43.  Organizations representing multinational enterprises or the workers in their employment should enjoy adequate
g(rjott_ac_tion agal gst any acts of interference by each other or each other's agents or members in their establishment, functioning or

ministration.

 Recommendation (No. 116) concerning Reduction of Hours of Work.

™ Convention (No. 110) and Recommendation (No. 110) concerning Conditions of Employment of Plantation Workers; Recommendation (No.
115) concerning Workers’ Housing; Recommendation (No. 69) concerning Medical Care; Convention (No. 130) and Recommendation (No. 134)
concerning Medical Care and Sickness Benefits.

¥ Convention No. 138, Article 1; Convention No. 182, Article 1.

¥ The ILO Conventions and Recommendations referred to are listed in the Catalogue of ILO Publications on Occupational Safety and Health, ed.
1999, ILO, Geneva. See also www.ilo.org/public/english/protection/safework/publicat/index.htm

* Convention No. 87, Article 2.

® Convention No. 98, Article 1(1).

 Convention No. 98, Article 2(1).



44.  Where appropriate, in the local circumstances, multinational enterprises should support representative employers
organizations.

45.  Governments, where they do not already do so, are urged to apply theprinciples of Convention No. 87, Article5,
in view of the importance, in relation to multinational enterprises, of permitting organizations representing such enterprises or the
workersin their employment to affiliate with international organizations of employers and workers of their own choosing.

46. Where governments of host countries offer specia incentives to attract foreign investment, these incentives should
not include any limitation of the workers' freedom of association or the right to organize and bargain collectively.

47.  Representatives of the workers in multinational enterprises should not be hindered from meeting for consultation
and exchange of views among themselves, provided that the functioning of the operations of the enterprise and the normal
procedures which govern rel ationships with representatives of the workers and their organizations are not thereby prejudiced.

48.  Governments should not restrict the entry of representatives of employers' and workers' organizations who come
from other countries at the invitation of thelocal or national organizations concerned for the purpose of consultation on matters of
mutual concern, solely on the grounds that they seek entry in that capacity.

Collectivebargaining

49.  Workers employed by mutinational enterprises should have the right, in accordance with national law and
practice, to have representative organizations of their own choosing recognized for the purpose of collective bargaining.

50. Measures appropriate to national conditions should be taken, where necessary, to encourage and promote the full
development and utilization of machinery for voluntary negotiation between employers or employers organizations and workers
organizations, with aview to the regulation of terms and conditions of employment by means of collective agreements.*”’

51. Multinational enterprises, as well as national enterprises, should provide workers' representatives with such
facilities asmay be necessary to assist in the development of effective collective ageements.*®

**52.  Multinational enterprises should enable duly authorized representatives of the workersin their employment in each
of the countries in which they operate to conduct negotiations with representatives of management who are authorized to take
decisions on the matters under negotiation.

53.  Multinationa enterprises, in the context of bona fide negotiations with the workers' representatives on conditions
of employment, or while workers are exercising the right to organize, should not threaten to utilize a capacity to transfer the whole
or part of an operating unit from the country concerned in order to influence unfairly those negotiations or to hinder the exercise of
the right to organize; nor should they transfer workers from affiliates in foreign countries with a view to undermining bona fide
negotiations with the workers' representatives or the workers' exercise of their right to organize.

54.  Collective agreements should include provisions for the settlement of disputes arising over their interpretation and
application and for ensuring mutually respected rights and responsibilities.

55.  Multinational enterprises should provide workers representatives with information required for meaningful
negotiations with the entity involved and, wher e this accords with local law and practices, should also provide information to enable
them to obtain atrue and fair view of the performance of the entity or, where appropriate, of the enterprise asawhole!®

56.  Governments should supply to the representatives of workers organizations on request, where law and practice so
permit, information on the industries in which the enterprise operates, which would help in laying down objective criteriain the
collective bargaining process. In this context, multinational aswell as national enterprises should respond constructively to requests
by governments for relevant information on their operations.

Consultation

57. Inmultinational aswell asin nationa enterprises, systems devised by mutua agreement between employersand workers
and their representatives should provide, in accordance with national |law and practice, for regular consultation on matters of mutua concern.
Such consultation should not be a substitute for collective bargaining2°

Examination of grievances

58.  Multinationa aswell as national enterprises should respect the right of the workers whom they employ to haveall
their grievances processed in a manner consistent with the following provision: any worker who, acting individually or jointly with
other workers, considers that he has grounds for a grievance should have the right to submit such grievance without suffering any
prejudice whatsoever as aresult, and to have such grievance examined pursuant to an appropriate procedure?* This is particularly
important whenever the multinational enterprises operate in countries which do not abide by the princi PI% of ILO Conventions
pertaining to freedom of association, to the right to organize and bargain collectively and to forced labour.*

Settlement of industrial disputes

59. Multinational as well as national enterprises jointly with the representatives and organizations of the workers
whom they employ should seek to establish voluntary conciliation machinery, appropriate to national conditions, which may include
provisions for voluntary arbitration, to assist in the prevention and settlement of industrial disputes between employers and workers.
The voluntary conciliation machinery should include equal representation of employers and workers. %

Geneva, 17 November 2000

 Convention No. 98, Article 4.

* Convention (No. 135) concerning Protection and Facilities to be Afforded to Workers' Representatives in the Undertaking.

* Recommendation (No. 129) concerning Communications between Management and Workers within the Undertaking.

? Recommendation (No. 94) concerning Consultation and Co-operation between Employers and Workers at the Level of Undertaking;
Recommendation (No. 129) concerning Communications within the Undertaking.

# Recommerdation (No. 130) concerning the Examination of Grievances within the Undertaking with a View to Their Settlement.

2 Convention (No. 29) concerning Forced or Compulsory Labour; Convention (No. 105) concerning the Abolition of Forced Labour;
Recommendaion (No. 35) concerning Indirect Compulsion to Labour.

# Recommendation (No. 92) concerning Voluntary Conciliation and Arbitration.
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ANNEX I

Subj ect ILO - Tripartite MNE Declaration OECD — MNE Guidelines
Conceptd/ The Declaration sets out principlesin the fields of

Principles/General
Policies

employment, training, conditions of work and life and
industrial relations

The principles set out in the MNE Declaration are
commended to governments, employers’ and workers’
organizations as well as to MNEs of home and host
countries themselves.

These principles are intended to guide the governments,
the employers’ and workers' organizations and the
multinational enterprises in taking such measures and
actions and adopting such social policies, including
those based on the principles laid down in the
Constitution and the relevant Conventions and
Recommendations of the ILO, as would further social
progress.

The Declaration does not require precise legal definition
of MNEs. They include enterprises, whether they are of
public, mixed or private ownership, which own or
control production, distribution, services or other
facilities outside the country in which they are based.

Observance is voluntary.

All concerned parties should refer to Conventions Nos.
97, 98, 111, 122, 138 and Recommendations Nos. 111,
119, 122, 146 and 190 for guidance in their social policy
by the country concerned even if they have not been
retified.

MNEs should take fully into account established general
policy objectives of the countriesin which they operate.
Consultations should be held between multinational
enterprises, the government and, wherever appropriate,
the concerned national employers' and workers’
organizations.

The Principles of the Declaration do not aim at
introducing or maintaining inequalities of treatment
between MNEs and national enterprises. They reflect
good practice for all.

The Guidelines are recommendations addressed by
governments to multinational enterprises.

They provide voluntary principles and standards of good
practice consistent with applicable laws.

The precise definition of MNEs is not required for the
purposes of the Guidelines. These usually comprise
companies or other entities established in more than one
country and so linked that they may co-ordinatetheir
operations in various ways. Ownership may be private,
state or mixed.

Observance by enterprises is voluntary and not legally
enforceable.

No reference to ILO Conventions and Recommendations.

Governments adhering to the Guidelines encourage the
enterprises operating on their territories to observe the
Guidelines wherever they operate, while taking into
account the particular circumstances of each host country.

The Guidelinesare not aimed at introducing differences of
treatment between multinational and domestic enterprises,
they reflect good practice for al. Accordingly,
multinational and domestic enterprises are subject to the
same expectationsin respect of their conduct wherever the
Guidelines are relevant to both.

Enterprises should respect the human rights of those
affected by their activities consistent with the host
government’s international obligations and commitments.

Governments adhering to the Guidelines should not use
them for protectionist purposes nor use them in away that
callsinto question the comparative advantage of any
country where multinational enterprises invest.

Enterprises should support and uphold good corporate
governance principles and develop and apply good
corporate governance practices.




Subj ect

ILO - Tripartite MNE Declaration

OECD — MNE Guidelines

Employment and
Training

Employment Promotion

Equality of opportunity
and treatment

Minimum age/Child
Labour/Forced L abour

Security of employment

Governments should declare and pursue, as a major goal,
an active policy designed to promote full, productive and
freely chosen employment.

Due attention should be paid, in both home and host
countries, to the employment impact of MNEs.

Before starting operations, MNEs should, wherever
possible, consult the competent authorities and the
national employers’ and workers' organizations in order
to keep their manpower policies, asfar as practicable, in
harmony with national social development policies.

MNEs should give priority to the employment,
occupational development, promotion and advancement
of nationals of the host country in which they operate.

Governments should pursue policies designed to
promote equality of opportunity and treatment in
employment, with aview to eliminating any
discrimination based on race, colour, sex, religion,
political opinion, national extraction or social origin.

Governments should never reguire or encourage MNEs
to discriminate on any of the grounds mentioned above.

MNEs, as well as national enterprises, should respect
the minimum age for admission to employment or work
in order to secure the effective abolition of child labour.
All parties should contribute to the realization of the ILO
Declaration on Fundamental Principles and Rights at
Work, which includes, inter alia, the elimination of child
and forced labour.

Governments as well as MNEs should take suitable
measures to deal with the employment and labour
market impacts of the operations of MNEs.

MNEs equally with national enterprises should
endeavour to provide stable employment for their
employees and should observe freely negotiated
obligations concerning employment stability and social
security.

In considering changes in operations which would have
major employment effects, enterprises should provide
reasonable notice of such changes to the appropriate
government authorities and representatives of the
workersin their employment and their organizations so
that the implications may be examined jointly in order to
mitigate adverse effects to the greatest possible extent.

Arbitrary dismissal procedures should be avoided.

To the greatest extent possible, enterprises should employ
local personnel and encourage human capital formation ,
in particular, by creating employment opportunities and
facilitating training opportunities for employees.

Enterprises should not discriminate against their

empl oyees with respect to employment or occupation on
such grounds as race, colour, sex, religion, political
opinion, national extraction or social origin, unless
selectivity concerning employee characteristics furthers
established governmental policies which specifically
promote greater equality of employment opportunity or
relates to the inherent requirements of ajob.

Enterprises should refrain from discriminatory or
disciplinary action against employees who make bona fide
reports to management or, as appropriate, to the
competent public authorities, on practices that contravene
the law, the Guidelines or the enterprise’s policies.

Enterprises should contribute to the effective abolition of
child labour and to the elimination of all forms of forced
or compulsory labour.

In considering changes which in their operations which
would have major effects upon the livelihoods of their
employees, in particular in the case of closure of an entity
involving collective layoffs or dismissals, provide
reasonable notice of such changes to representatives of
their employees and, where appropriat e, to the relevant
government authorities, and co-operate with the employee
representatives and appropriate governmental authorities
S0 as to mitigate to the maximum extent practicable
adverse effects.
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Training

Governments, in cooperation with multinational as well
as national enterprises, should provide some form of
income protection for workers whose employment has
been terminated.

Governments, in cooperation with all the parties
concerned, should develop national policies for
vocational training and guidance, closely linked with
employment

MNEs should ensure that relevant training is provided
for al levels of their employeesin the host country, as
appropriate to meet the needs of the development
policies of the country. Such training should develop
generally useful skills and promote career opportunities.

MNEs operating in developing countries should partici-
pate, along with national enterprises, in programmes,
including special funds, encouraged by employers’ and
workers' organizations. Training programmes should
have the aim of encouraging skill formation and
development as well as providing vocational guidance,
and should be jointly administered by the parties which
support them. Wherever practicable, MNEs should make
the services of skilled resource personnel available to
help in training programmes organized by governments
as part of a contribution to national development.

MNEs should afford opportunities within the enterprise
as awhole to broaden the experience of local manage-
ment in suitable fields such as industrial relations.

In their operations, to the greatest extent practicable,
enterprises should provide training with aview to
improving skills levels, in co-operation with employee
representatives and, where appropriate, relevant
government authorities.

Wages, benefits and
conditions of work

Wages, benefits and conditions of work offered by MNEs
should not be |ess favourable to the workers than those
offered by comparable employersin the country concerned.

When MNEs operate in developing countries where
comparable employers may not exist, they should
provide the best possible wages, benefits and conditions
of work, within the framework of government policies.
These should be related to the economic position of the
enterprise but should be at least adequate to satisfy basic
needs of the workers and their families.

Governments, especially in developing countries, should
endeavour to adopt suitable measures to ensure that
lower income groups and less devel oped areas benefit as
much as possible from the activities of MNEs.

Safety &
Health/Environment

Governments should ensure that both MNEs and national
enterprises provide adequate sfety and health standards
for their employees. Governments are urged to apply the
principles of Conventions Nos. 119, 115, 136 and 139 and
their related Recommendations Nos. 118, 114, 144 and
147 even if they have not ratified the Conventions

MNEs should maintain the highest standards of safety and
health in conformity with national requirements. They
should also make available to the representatives of
workersin the enterprise and, upon request, to the
competent authorities and the workers' and employers’
organizationsin all the countries in which they operate,
information on the safety and health standards relevant to
their local operations, which they observein other
countries. In particul ar, they should make known to those
concerned any special hazards and related protective
measures associated with new products and processes.

Enterprises should take adequate steps to ensure
occupational health and safety in their operations (No
referenceto ILO Standards).

Enterprises should provide adequate education and
training to employees in environmental health and safety
matters, including the handling of hazardous materials and
the prevention of environmental accidents, as well more
general environmental management areas, such as
environmental impact assessment procedures, public
relations, and environmental technologies.
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They should be expected to play aleading rolein the
examination of causes of industrial safety and health
hazards and in the application of resulting improvements
within the enterprise as a whole.

MNEs should cooperate in the work of international
organizations concerned with the preparation and
adoption of international health and safety standards.

MNEs should cooperate fully with the competent safety
and health authorities, the representatives of the workers
and their organizations, and established safety and health
organizations. Where appropriate, matters relating to
safety and health should be incorporated in agreements
with the representatives of the workers and their
organizations.

Enterprises should establish and maintain a system of
environmental management appropriate to the enterprise,
including:

» collection and evaluation of adequate and timely
information regarding the environmental, health and
safety impacts of their activities;

» regular monitoring and verification of progress towards
environmental, health and safety objectives or targets.

Taking into account concerns about cost, business
confidentiality and the protection of intellectual property
rights, enterprises should:

» provide the public and employees with adequate and
timely information on the potential environment,
health and safety impacts of the activities of the
enterprise, which could include reporting on progress
in improving environmental performance;

» engage in adequate and timely communication and
consultation with the communities directly affected by
the environmental, health and safety policies of the
enterprise and by their implementation.

Enterprises should assess, and address in decision-making,
the foreseeable environmental, health, and safety-related
impacts associated with the processes, goods and services
of the enterprise over their full life cycle.

Consistent with the scientific and technical understanding
of the risks, where there are threats of serious damage to
the environment, taking also into account human health
and safety, enterprises should not use the lack of full
scientific certainty as areason for postponing cost-
effective measures to prevent such damage.

Enterprises should maintain contingency plans for
preventing, mitigating and controlling serious
environmental and health damage from their operations,
including accidents and emergencies, and mechanisms for
immediate reporting to the competent authorities.

Enterprises should continually seek to improve corporate
environmental performance.

Industrial Relations

Freedom of association

and the right to
organize

MNEs should observe standards of industrial relations
not less favourable than those observed by comparable
employers in the country concerned.

Workers employed by MNEs should have the right to
establish and, subject only to the rules of the organi-
zation concerned, to join organizations of their own
choosing without previous authorisation. They should
also enjoy adequate protection against acts of anti-union
discrimination in respect of their employment.

Organizations representing MNEs or the workersin their
employment should enjoy adequate protection against
acts of interference by each other or each other’s agents
or membersin their establishment, functioning or
administration.

Where appropriate, MNEs should support representative
employers’ organizations.

Governments are urged to apply the principles of
Convention No. 87, Article 5.

Enterprises should observe standards of employment and
industrial relations not |ess favourable than those observed
by comparable employersin the host country.

Enterprises shoud respect the right of their employeesto
be represented by trade unions and other bonafide
representatives of employees, and engage in constructive
negotiations, either individually or through employers’
associations, with such representatives with a view to
reaching agreements on employment conditions.
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Collective Bargaining

Where governments of host countries offer special
incentivesto attract foreign investment, these incentives
should not include any limitation of the workers'
freedom of association or the right to organize and
bargain collectively.

Representatives of the workersin MNEs should not be
hindered from meeting for consultation and exchange of
views among themselves.

Governments should not restrict the entry of
representatives of employers’ and workers'
organizations who come from other countries at the
invitation of the local or national organizations
concerned for the purpose of consultation on

matters of mutual concern, solely on the grounds that
they seek entry in that capacity.

Workers employed by MNEs should have the right, in
accordance with national law and practice, to have
representative organizations of their own choosing
recognized for the purpose of collective bargaining.

Measures should be taken, where necessary, to
encourage and promote the full development and
utilization of machinery for voluntary negotiation
between employers or employers' organizations and
workers' organizations, with aview to the regulation of
terms and conditions of employment by means of
collective agreements.

MNEs, as well as national enterprises, should provide
workers' representatives with such facilities as may be
necessary to assist in the development of effective
collective agreements.

MNEs should enable duly authorized representatives of
the workersin their employment in each of the countries
in which they operate to conduct negotiations with
representatives of management who are authorized to
take decisions on the matters under negotiation.

MNEs, in the context of bona fide negotiations with the
workers' representatives on conditions of employment,
or while workers are exercising the right to organize,
should not threaten to utilize a capacity to transfer the
whole or part of an operating unit from the country
concerned in order to influence unfairly those
negotiations or to hinder the exercise of theright to
organize; nor should they transfer workers from
affiliatesin foreign countries with aview to
undermining bona fide negotiations with the workers’
representatives or the workers’ exercise of their right to
organize.

Collective agreements should include provisions for the
settlement of disputes arising over their interpretation
and application and for ensuring mutually respected
rights and responsibilities.

MNEs should provide workers' representatives with
information required for meaningful negotiations with
the entity involved and, where this accords with local
law and practice, should also provide information to
enable them to obtain atrue and fair view of the
performance of the entity or, where appropriate, of the
enterprise as awhole.

Enterprises should provide facilities to employee
representatives as may be necessary to assist in the
development of effective collective agreements

Enterprises should enable authorized representatives of
their employees to negotiate on collective bargaining or
labour -management relations issues and allow the parties
to consult on matters of mutual concern with
representatives of management who are authorized to take
decisions on these matters.

In the context of bona fide negotiations with
representatives on conditions of employment, or while
employees are exercising the right to organize, enterprises
should not threaten to transfer the whole or part of an
operating unit from the country concerned nor transfer
employees from the enterprises’ component entitiesin
other countriesin order to influence unfairly those
negotiations or to hinder the exercise of aright to
organize.

Enterprises should provide information to employee
representatives which is needed for meaningful
negotiations on conditions of employment.
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Consultation

Examination of
grievances

Settlement of industrial
disputes

Governments should supply to the representatives of
workers' organizations on request, where law and
practice so permit, information on the industriesin
which the enterprise operates, which would help in
laying down objective criteriain the collective
bargaining process.

In MNEs as well asin national enterprises, systems
devised by mutual agreement between employers and
workers and their representatives should provide for
regular consultation on matters of mutual concern. Such
consultation should not be a substitute for collective
bargaining.

MNEs as well as national enterprises should respect the
right of the workers whom they employ to have al their
grievances processed in a manner consistent with the
following provision: any worker who, acting

individually or jointly with other workers, considers that
he has grounds for a grievance should have the right to
submit such grievance without suffering any prejudice
whatsoever as aresult, and to have such grievance
examined pursuant to an appropriate procedure.

MNEs as well as national enterprisesjointly with the
representatives and organizations of the workers whom
they employ should seek to establish voluntary
conciliation machinery, which may include provisions
for voluntary arbitration, to assist in the prevention and
settlement of industrial disputes between employers and
workers. The voluntary conciliation machinery should
include equal representation of employers and workers.

Science & Technology

Multinational enterprises, when investing in developing
countries, should have regard to theimportance of using
technol ogies which generate employment, both directly
and indirectly. To the extent permitted by the nature of
the process and the conditions prevailing in the eco-
nomic sector concerned, they should adapt technologies
to the needs and characteristics of the host countries.
They should also, where possible, take part in the
development of appropriate technology in host countries.

To promote employment in developing countries, in the
context of an expanding world economy, multinational
enterprises, wherever practicable, should give
consideration to the conclusion of contracts with
national enterprises for the manufacture of parts and
equipment, to the use of local raw materials and to the
progressive promation of the local processing of raw
materials. Such arrangements should not be used by
MNEs to avoid the responsibilities embodied in the
principles of the Declaration.

Enterprises should:

» endeavour to ensure thattheir activities are compatible
with the science and technology policies and plans of
the countriesin which they operate and, as appropriate,
contribute to the development of local and national
innovate capacity.

» adopt, where practicable, in the course of their business
activities, practices that permit the transfer and rapid
diffusion of technologies and know-how, with due
regard to the protection of intellectual property rights.

» when appropriate, perform science and technology
development work in host countries to address local
market needs, as well as employ host country
personnel inan S & T capacity and encourage their
training, taking into account commercial needs.

» when granting licences for the use of intellectual
property rights or when otherwi se transferring
technology, do so on reasonable terms and conditions
and in amanner that contributes to the long-term
development prospects of the host country.

Disclosure
Combating Bribery
Consumer Interests

Competiti on
Taxation

These five subjects are not covered in the Declaration

Sections 11, VI, VII, IX and X cover these five subjects
in detail.
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