OECD Guuidelines for Multinational Enterprises

I. Concepts and Principles

1.

The Guidelines are recommendations jointly addressed by governments to multinational enterprises.
They provide principles and standards of good practice consistent with applicable laws. Observance
of the Guidelines by enterprises is voluntary and not legally enforceable.

Since the operations of multinational enterprises extend throughout the world, international co-
operation in this field should extend to all countries. 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.

A precise definition of multinational enterprises 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-ordinate their operations in various ways. While one or more of these
entities may be able to exercise a significant influence over the activities of others, their degree of
autonomy within the enterprise may vary widely from one multinational enterprise to another.
Ownership may be private, state or mixed. The Guidelines are addressed to all the entities within the
multinational enterprise (patent companies and/or local entities). According to the actual
distribution of responsibilities among them, the different entities are expected to co-operate and to
assist one another to facilitate observance of the Guidelines.

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

Governments wish to encourage the widest possible observance of the Guidelines. While it is
acknowledged that small- and medium-sized enterprises may not have the same capacities as larger
enterprises, governments adhering to the Guidelines nevertheless encourage them to observe the
Guidelines recommendations to the fullest extent possible.

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

Governments have the right to prescribe the conditions under which multinational enterprises
operate within their jurisdictions, subject to international law. The entities of a multinational
enterprise located in various countries are subject to the laws applicable in these countries. When
multinational enterprises are subject to conflicting requirements by adhering countries, the
governments concerned will co-operate in good faith with a view to resolving problems that may
arise.

Governments adhering to the Guidelines set them forth with the understanding that they will fulfil
their responsibilities to treat enterprises equitably and in accordance with international law and with
their contractual obligations.

The use of appropriate international dispute settlement mechanisms, including arbitration, is
encouraged as a means of facilitating the resolution of legal problems arising between enterprises
and host country governments. 10. Governments adhering to the Guzdelines will promote them and
encourage their use. They will establish National Contact Points that promote the Guidelines and act
as a forum for discussion of all matters relating to the Guidelines. The adhering Governments will
also participate in appropriate review and consultation procedures to address issues concerning
interpretation of the Guidelines in a changing world.



I1. General Policies

Enterprises should take fully into account established policies in the countries in which they operate,
and consider the views of other stakeholders. In this regard, enterprises should:

1.

Contribute to economic, social and environmental progress with a view to achieving sustainable
development.

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

Encourage local capacity building through close co-operation with the local community, including
business interests, as well as developing the enterprise’s activities in domestic and foreign markets,
consistent with the need for sound commercial practice.

Encourage human capital formation, in particular by creating employment opportunities and
facilitating training opportunities for employees.

5. Refrain from seeking or accepting exemptions not contemplated in the statutory or regulatory

10.

11.

framework related to environmental, health, safety, labour, taxation, financial incentives, or other
issues.

Support and uphold good corporate governance principles and develop and apply good corporate
governance practices.

Develop and apply effective self-regulatory practices and management systems that foster a
relationship of confidence and mutual trust between enterprises and the societies in which they
operate.

Promote employee awareness of, and compliance with, company policies through appropriate
dissemination of these policies, including through training programmes.

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

Encourage, where practicable, business partners, including suppliers and sub-contractors, to apply
principles of corporate conduct compatible with the Guidelines.

Abstain from any improper involvement in local political activities.

IT1. Disclosure

Enterprises should ensure that timely, regular, reliable and relevant information is disclosed
regarding their activities, structure, financial situation and performance. This information should be
disclosed for the enterprise as a whole and, where appropriate, along business lines or geographic
areas. Disclosure policies of enterprises should be tailored to the nature, size and location of the
enterprise, with due regard taken of costs, business confidentiality and other competitive concerns.

Enterprises should apply high quality standards for disclosure, accounting, and audit. Enterprises
are also encouraged to apply high quality standards for non-financial information including
environmental and social reporting where they exist. The standards or policies under which both
financial and non-financial information are compiled and published should be reported.

Enterprises should disclose basic information showing their name, location, and structure, the
name, address and telephone number of the parent enterprise and its main affiliates, its percentage
ownership, direct and indirect in these affiliates, including shareholdings between them.

Enterprises should also disclose material information on:



a) The financial and operating results of the company.

b) Company objectives.

¢) Major share ownership and voting rights.

d) Members of the board and key executives, and their remuneration.

¢) Material foreseeable risk factors.

/) Material issues regarding employees and other stakeholders.

g) Governance structures and policies.

Enterprises are encouraged to communicate additional information that could include:

a) Value statements or statements of business conduct intended for public disclosure including
information on the social, ethical and environmental policies of the enterprise and other codes of
conduct to which the company subscribes. In addition, the date of adoption, the countries and
entities to which such statements apply and its performance in relation to these statements may be
communicated.

b) Information on systems for managing risks and complying with laws, and on statements or codes
of business conduct.

¢) Information on relationships with employees and other stakeholders.

IV. Employment and Industrial Relations

Enterprises should, within the framework of applicable law, regulations and prevailing labour relations
and employment practices:

1.

a) Respect the right of their employees to be represented by trade unions and other bona fide
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.

b) Contribute to the effective abolition of child labour.
¢) Contribute to the elimination of all forms of forced or compulsory labour.

d) Not discriminate against their employees 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 a job.

a) Provide facilities to employee representatives as may be necessary to assist in the development of
effective collective agreements.

b) Provide information to employee representatives which is needed for meaningful negotiations on
conditions of employment.

¢) Promote consultation and co-operation between employers and employee and their
representatives on matters of mutual concern.

Provide information to employees and their representatives which enables them to obtain a true
and fair view of the performance of the entity or, where appropriate, the enterprise as a whole.

a) Observe standards of employment and industrial relations not less favourable than those
observed by comparable employers in the host country.



b) Take adequate steps to ensure occupational health and safety in their operations.

In their operations, to the greatest extent practicable, employ local personnel and provide training
with a view to improving skill levels, in co-operation with employee representatives and, where
appropriate, relevant governmental authorities.

In considering changes in their operations which would have major effects upon the livelihood of
their employees, in particular in the case of the closure of an entity involving collective lay-offs or
dismissals, provide reasonable notice of such changes to representatives of their employees, and,
where appropriate, to the relevant governmental authorities, and co-operate with the employee
representatives and appropriate governmental authorities so as to mitigate to the maximum extent
practicable adverse effects. In light of the specific circumstances of each case, it would be
appropriate if management were able to give such notice prior to the final decision being taken.
Other means may also be employed to provide meaningful cooperation to mitigate the effects of
such decisions.

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

Enable authorised representatives of their employees to 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 authorised to take decisions on these matters.

V. Environment

Enterprises should, within the framework of laws, regulations and administrative practices in the
countries in which they operate, and in consideration of relevant international agreements, principles,
objectives, and standards, take due account of the need to protect the environment, public health and
safety, and generally to conduct their activities in a manner contributing to the wider goal of sustainable
development. In particular, enterprises should:

1.

Establish and maintain a system of environmental management appropriate to the enterprise,
including:

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

b) establishment of measurable objectives and, where appropriate, targets for improved
environmental performance, including periodically reviewing the continuing relevance of these
objectives; and

¢) regular monitoring and verification of progress toward environmental, health, and safety
objectives or targets.

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

a) 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; and

b) 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.



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.
Where these proposed activities may have significant environmental, health, or safety impacts, and
where they are subject to a decision of a competent authority, prepare an appropriate
environmental impact assessment.

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, not use the
lack of full scientific certainty as a reason for postponing cost-effective measures to prevent or
minimise such damage.

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.

Continually seek to improve corporate environmental performance, by encouraging, where
appropriate, such activities as:

a) adoption of technologies and operating procedures in all parts of the enterprise that reflect
standards concerning environmental performance in the best performing part of the enterprise;

b) development and provision of products or services that have no undue environmental impacts;
are safe in their intended use; are efficient in their consumption of energy and natural resources; can
be reused, recycled, or disposed of safely;

¢) promoting higher levels of awareness among customers of the environmental implications of
using the products and services of the enterprise; and

d) research on ways of improving the environmental performance of the enterprise over the longer
term.

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 as more general environmental management areas, such as environmental impact assessment
procedures, public relations, and environmental technologies.

Contribute to the development of environmentally meaningful and economically efficient public
policy, for example, by means of partnerships or initiatives that will enhance environmental
awareness and protection.

VI. Combating Bribery

Enterprises should not, directly or indirectly, offer, promise, give, or demand a bribe or other undue
advantage to obtain or retain business or other improper advantage. Nor should enterprises be solicited
or expected to render a bribe or other undue advantage. In particular, enterprises should:

1.

Not offer, nor give in to demands, to pay public officials or the employees of business partners any
portion of a contract payment. They should not use subcontracts, purchase orders or consulting
agreements as means of channelling payments to public officials, to employees of business partners
or to their relatives or business associates.

Ensure that remuneration of agents is appropriate and for legitimate services only. Where relevant,
a list of agents employed in connection with transactions with public bodies and state-owned
enterprises should be kept and made available to competent authorities.

Enhance the transparency of their activities in the fight against bribery and extortion. Measures
could include making public commitments against bribery and extortion and disclosing the
management systems the company has adopted in order to honour these commitments. The



enterprise should also foster openness and dialogue with the public so as to promote its awareness
of and co-operation with the fight against bribery and extortion.

Promote employee awareness of and compliance with company policies against bribery and
extortion through appropriate dissemination of these policies and through training programmes
and disciplinary procedures.

Adopt management control systems that discourage bribery and corrupt practices, and adopt
financial and tax accounting and auditing practices that prevent the establishment of “off the
books” or secret accounts or the creation of documents which do not properly and fairly record the
transactions to which they relate.

Not make illegal contributions to candidates for public office or to political parties or to other
political organisations. Contributions should fully comply with public disclosure requirements and
should be reported to senior management.

VII. Consumer Interests

When dealing with consumers, enterprises should act in accordance with fair business, marketing and
advertising practices and should take all reasonable steps to ensure the safety and quality of the goods
or services they provide. In particular, they should:

1.

Ensure that the goods or services they provide meet all agreed or legally required standards for
consumer health and safety, including health warnings and product safety and information labels.

As appropriate to the goods or services, provide accurate and clear information regarding their
content, safe use, maintenance, storage, and disposal sufficient to enable consumers to make
informed decisions.

Provide transparent and effective procedures that address consumer complaints and contribute to
fair and timely resolution of consumer disputes without undue cost or burden.

Not make representations or omissions, nor engage in any other practices, that are deceptive,
misleading, fraudulent, or unfair.

Respect consumer privacy and provide protection for personal data.

Co-operate fully and in a transparent manner with public authorities in the prevention or removal
of serious threats to public health and safety deriving from the consumption or use of their
products.

VIII. Science and Technology

Enterprises should:

1.

2.

3.

Endeavour to ensure that their activities are compatible with the science and technology (S&T)
policies and plans of the countries in which they operate and as appropriate contribute to the
development of local and national innovative 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 in an S&T capacity and encourage
their training, taking into account commercial needs.



When granting licenses for the use of intellectual property rights or when otherwise transferring
technology, do so on reasonable terms and conditions and in a manner that contributes to the long
term development prospects of the host country.

Where relevant to commercial objectives, develop ties with local universities, public research
institutions, and participate in co-operative research projects with local industry or industry
associations.

IX. Competition

Enterprises should, within the framework of applicable laws and regulations, conduct their activities in
a competitive manner. In particular, enterprises should:

1.

Refrain from entering into or carrying out anti-competitive agreements among competitors:

a) to fix prices;

b) to make rigged bids (collusive tenders);

¢) to establish output restrictions or quotas; or

d) to share or divide markets by allocating customers, suppliers, territories or lines of commerce.

Conduct all of their activities in a manner consistent with all applicable competition laws, taking
into account the applicability of the competition laws of jurisdictions whose economies would be
likely to be harmed by anti-competitive activity on their part.

Co-operate with the competition authorities of such jurisdictions by, among other things and
subject to applicable law and appropriate safeguards, providing as prompt and complete responses
as practicable to requests for information.

Promote employee awareness of the importance of compliance with all applicable competition laws
and policies.

X. Taxation

It is important that enterprises contribute to the public finances of host countries by making timely
payment of their tax liabilities. In particular, enterprises should comply with the tax laws and
regulations in all countries in which they operate and should exert every effort to act in accordance with
both the letter and spirit of those laws and regulations.

This would include such measures as providing to the relevant authorities the information necessary for
the correct determination of taxes to be assessed in connection with their operations and conforming
transfer pricing practices to the arm’s length principle.



