I. OECD GUIDELINES FOR MULTINATIONAL ENTERPRISES

Preface

The OECD Guidelines for Multinational Enterprises (the Guidelines)
are recommendations addressed by governments to multinational
enterprises. The Guidelines aim to ensure that the operations of these
enterprises are in harmony with government policies, to strengthen the
basis of mutual confidence between enterprises and the societies in
which they operate, to help improve the foreign investment climate and
to enhance the contribution to sustainable development made by
multinational enterprises. The Guidelines are part of the OECD
Declaration on International Investment and Multinational Enterprises
the other elements of which relate to national treatment, conflicting
requirements on enterprises, and international investment incentives and
disincentives. The Guidelines provide voluntary principles and standards
for responsible business conduct consistent with applicable laws and
internationally recognised standards. However, the countries adhering to
the Guidelines make a binding commitment to implement them in
accordance with the Decision of the OECD Council on the OECD
Guidelines for Multinational Enterprises. Furthermore, matters covered
by the Guidelines may also be the subject of national law and
international commitments.

International business has experienced far-reaching structural change
and the Guidelines themselves have evolved to reflect these changes.
With the rise of service and knowledge-intensive industries and the
expansion of the Internet economy, service and technology enterprises
are playing an increasingly important role in the international
marketplace. Large enterprises still account for a major share of
international investment, and there is a trend toward large-scale
international mergers. At the same time, foreign investment by small-
and medium-sized enterprises has also increased and these enterprises
now play a significant role on the international scene. Multinational
enterprises, like their domestic counterparts, have evolved to encompass
a broader range of business arrangements and organisational forms.
Strategic alliances and closer relations with suppliers and contractors
tend to blur the boundaries of the enterprise.
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The rapid evolution in the structure of multinational enterprises is also
reflected in their operations in the developing world, where foreign
direct investment has grown rapidly. In developing countries,
multinational enterprises have diversified beyond primary production
and extractive industries into manufacturing, assembly, domestic market
development and services. Another key development is the emergence
of multinational enterprises based in developing countries as major
international investors.

The activities of multinational enterprises, through international trade
and investment, have strengthened and deepened the ties that join the
countries and regions of the world. These activities bring substantial
benefits to home and host countries. These benefits accrue when
multinational enterprises supply the products and services that
consumers want to buy at competitive prices and when they provide fair
returns to suppliers of capital. Their trade and investment activities
contribute to the efficient use of capital, technology and human and
natural resources. They facilitate the transfer of technology among the
regions of the world and the development of technologies that reflect
local conditions. Through both formal training and on-the-job learning
enterprises also promote the development of human capital and creating
employment opportunities in host countries.

The nature, scope and speed of economic changes have presented new
strategic challenges for enterprises and their stakeholders. Multinational
enterprises have the opportunity to implement best practice policies for
sustainable development that seek to ensure coherence between
economic, environmental and social objectives. The ability of
multinational enterprises to promote sustainable development is greatly
enhanced when trade and investment are conducted in a context of open,
competitive and appropriately regulated markets.

Many multinational enterprises have demonstrated that respect for high
standards of business conduct can enhance growth. Today’s competitive
forces are intense and multinational enterprises face a variety of legal,
social and regulatory settings. In this context, some enterprises may be
tempted to neglect appropriate principles and standards of conduct in an
attempt to gain undue competitive advantage. Such practices by the few
may call into question the reputation of the many and may give rise to
public concerns.

Many enterprises have responded to these public concerns by
developing internal programmes, guidance and management systems
that underpin their commitment to good corporate citizenship, good
practices and good business and employee conduct. Some of them have
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called upon consulting, auditing and certification services, contributing
to the accumulation of expertise in these areas. Enterprises have also
promoted social dialogue on what constitutes responsible business
conduct and have worked with stakeholders, including in the context of
multi-stakeholder initiatives, to develop guidance for responsible
business conduct. The Guidelines clarify the shared expectations for
business conduct of the governments adhering to them and provide a
point of reference for enterprises and for other stakeholders. Thus, the
Guidelines both complement and reinforce private efforts to define and
implement responsible business conduct.

Governments are co-operating with each other and with other actors to
strengthen the international legal and policy framework in which
business is conducted. The start of this process can be dated to the work
of the International Labour Organisation in the early twentieth century.
The adoption by the United Nations in 1948 of the Universal
Declaration of Human Rights was another landmark event. It was
followed by the ongoing development of standards relevant for many
areas of responsible business conduct — a process that continues to this
day. The OECD has contributed in important ways to this process
through the development of standards covering such areas as the
environment, the fight against corruption, consumer interests, corporate
governance and taxation.

The common aim of the governments adhering to the Guidelines is to
encourage the positive contributions that multinational enterprises can
make to economic, environmental and social progress and to minimise
the difficulties to which their various operations may give rise. In
working towards this goal, governments find themselves in partnership
with the many businesses, trade unions and other non-governmental
organisations that are working in their own ways toward the same end.
Governments can help by providing effective domestic policy
frameworks that include stable macroeconomic policy, non-
discriminatory treatment of enterprises, appropriate regulation and
prudential supervision, an impartial system of courts and law
enforcement and efficient and honest public administration.
Governments can also help by maintaining and promoting appropriate
standards and policies in support of sustainable development and by
engaging in ongoing reforms to ensure that public sector activity is
efficient and effective. Governments adhering to the Guidelines are
committed to continuous improvement of both domestic and
international policies with a view to improving the welfare and living
standards of all people.
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