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Abbreviations *
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EPZ(s)
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MNE(s)
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SEZ(s)
SME(s)
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UNDP
us
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! Abbreviations not listed here are placed in brackets in the text after the terms to which they refer.

Central and Eastern European countries
export processing zone(s)
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free trade zone

Governing Body

gross domestic product

human resources development

International Labour Office (or Organization)
International Organization for Standardization
Multilateral Agreement on Investment
multinational enterprise(s)

North American Free Trade Agreement
Organisation for Economic Co-operation and Devel opment
occupational safety and health

specia economic zone(s)

small and medium-sized enterprise(s)

United Kingdom

United Nations

United Nations Development Programme
United States

World Health Organization

World Trade Organization
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Summary of reports submitted by governments
and by employers’ and workers’ organizations
for the Seventh Survey on the Effect Given to
the Tripartite Declaration of Principles
concerning Multinational Enterprises and
Social Policy

Introduction

1. On the basis of the recommendations of the Subcommittee on Multinational Enterprises, *
the Governing Body decided that there should be a seventh full-scale report on the
application given to the Tripartite Declaration on Principles concerning Multinational
Enterprises and Social Policy covering the years 1996, 1997, 1998 and 1999. *

2. This document summarizes the replies of governments and employers and workers
organizations to the Seventh Survey, as well asjoint replies submitted by national tripartite
partners. As in the case of documents prepared for the six previous Surveys,® this
summary is intended to facilitate the work of: (a) the Governing Body Subcommittee on
Multinational Enterprises which is called upon to examine these reports;, and (b) the
Working Group, constituted by its Officers, which has been entrusted with the task of
analysing the replies before they are submitted to the Subcommittee. *

3. At its 205th (February-March 1978) Session, the Governing Body invited governments to
report periodically on the effect given to the Declaration after full consultation with the
national employers and workers' organizations. ®> The action taken by the Governing Body
was confirmed and reinforced in a resolution adopted at the 65th Session of the
International Labour Conferencein June 1979. °

4. Consequently, the first such reports, for the years 1978 and 1979, were examined in
September 1980 by an ad hoc committee of the Governing Body. The Committee
recommended, in particular, a second round of government reports covering the years
1980, 1981 and 1982, the creation of a standing Governing Body Committee on
Multinational Enterprises entrusted with the follow-up, a procedure for the examination of
disputes concerning the application of the Tripartite Declaration (also referred to as the

! GB.268/9, para. 203 (recommending the Seventh Survey); GB.275/6, para. 6 (approving
guestionnaire and recommending dispatch).

2 GB.268/5, para. 38(a); GB.275/205, para. 8.

3 GB/MNE/1980/D.1; GB.224/MNE/L/1/D.1 (1983); GB.234/MNE/1/1 (1986); GB.244/MNE/1/2
(1989); TDME/REP.5(Rev.); GB.268/MNE/1/1 (1997).

4 GB.229/13/13, para. 5; GB.229/PV (Rev.), p. VI1/2.
® GB.205/10/2, para. 9; GB.205/PV(Rev.), p. VI/4.
® “Resolution concerning follow-up to the World Employment Conference”, International Labour

Conference, 65th Session, Record of Proceedings (Geneva, International Labour Office, 1979),
section on multinational enterprises, pp. XCV-XCVI.
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interpretation procedure) and a series of studies which the Office would undertake in areas
specifically relevant to it. The Governing Body endorsed the above proposals at its 214th
(November 1980) Session.

. The second government reports on the Declaration were examined by the Committee on
Multinational Enterprises and its report was approved by the Governing Body during its
224th (November 1983) Session. ® In 1984, the Governing Body, on the recommendation
of the Committee, ° decided that the third round of government reports should cover 1983,
1984 and 1985 and that the next full-scale report (Fourth Survey) on the Declaration
should be undertaken for 1986, 1987 and 1988.

. At its meeting in February 1985, the Committee proposed that the Governing Body
establish a working group composed of the Committee’ s Officers to analyse government
reports on the Declaration prior to their examination by the Committee itself. Furthermore,
the Committee, at the same session and in a private meeting, undertook the first
interpretation of the Declaration (paragraph 26), following arequest for such interpretation
by a trade union organization subsequent to a collective dismissal. > The Committee’s
interpretation was endorsed by the Governing Body at its 229th Session. ™

. The Governing Body at its 231st (November 1985) Session endorsed a recommendation of
the Committee calling on the Office to give priority to the updating of the list of
Conventions and Recommendations to be referred to in the Declaration and to prepare and
submit to the Committee a paper on measures to avoid undesirable overlap and conflict
with activities of other intergovernmental organizationsin the area of multinationals. 2

. At its 232nd (March 1986) Session, the Governing Body approved the revised procedure
for the examination of disputes concerning the application of the Declaration, as agreed by
the Committee on the basis of proposals made by its Officers who had earlier been
entrusted with the task of elaborating more precise criteriafor determining the receivability
of requests for interpretation. **

. Subsequent to the Governing Body's approval of the recommendation for the
establishment of aworking group (paragraph 6 above), the Officers met for thefirst timein
November 1986 in connection with the Committee’ s examination of the third government
reports on the effect given to the Declaration during the years 1983, 1984 and 1985. **

’ GB.214/5/3, para. 85; GB.214/PV (Rev.), p. IV/11.

8 GB.224/17/30.

° GB.228/19/24, paras. 12 and 14.

19 GB.229/13/13, para. 8.

1 GB.229/PV(Rev.), p. VII/3.

12 GB.231/18/20, para. 35(b) and (d); GB.231/205, para. 107.
13 GB.232/12/15, appendix.

14 GB.229/13/13, para. 5.
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10.

11.

12.

13.

14.

15.

16.

In November 1987, the Committee considered and approved an addendum which updated
the list of international labour Conventions (22) and Recommendations (23) referred to in
the Tripartite Declaration. *°

In February 1988, the Committee, sitting in private, undertook its second interpretation of
the Declaration on the basis of a request submitted by a government and involving the
abrupt closure of a branch of a multinational enterprise and the resulting collective
dismissal of its workers (paragraphs 1-7). At the same session the Governing Body
endorsed this interpretation made by the Committee. *°

In November 1989, the Working Group, as constituted by the Officers of the Committee,
met for the second time and in connection with the 244th Session of the Governing Body
to analyse government reports on the effect given to the Declaration in 1986, 1987 and
1988. The Group’s report and analysis were examined by the Committee and endorsed by
the Governing Body at its 245th (February-March 1990) Session. At that session the
Governing Body decided, inter alia, that the fifth full-scale Survey on the Declaration
should cover the years 1989, 1990 and 1991 and that the summaries should be examined
by the Committee in November 1992.

At its 248th (November 1990) Session the Governing Body approved the draft
guestionnaire for the Fifth Survey and decided that, in addition to being forwarded to
governments, it should also be sent direct to the employers’ and workers' organizations.

The reports from the Fifth Survey on the effect given to the Tripartite Declaration in 1989,
1990 and 1991 were examined by the Committee and its report approved by the Governing
Body during the 254th (November 1992) Session. At its 258th (November 1993) Session,
the Governing Body approved the draft questionnaire for the Sixth Survey and its dispatch
to governments as well as to employers and workers organizations. *®

On the basis of the recommendation of the Governing Body Working Party on
Improvements in the Functioning of the Governing Body, the Committee on Multinational
Enterprises was replaced by the Subcommittee on Multinational Enterprises which was
established within the framework of the newly created Committee on Legal Issues and
International Labour Standards. ™ In consequence, the Governing Body decided, on the
basis of the Subcommittee’ s recommendations, to substitute the word “Committee” with
the word “ Subcommittee” in paragraphs 3, 4, 7 and 8 of the Procedure for the examination
of disputes concerning the application of the Tripartite Declaration of Principles
concerning Multinational Enterprises and Social Policy by means of interpretation of its
provisions,

At the 254th (November 1992), 261st (November 1994) and 264th (November 1995)
Sessions of the Governing Body, the Subcommittee on Multinational Enterprises

> GB.238/205, para. 7.

6 GB.239/PV(Rev.), p. I1/8.

1 GB.248/15/26, para. 11; GB.248/205, para. 84.
18 GB.258/10/21, para. 25(a) and (c).

% GB.256/13/24, para. 6(b)(i).

% GB.261/MNE/5/2; GB.262/9/30, paras. 20-22; GB.262/205.
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considered two requests for interpretation submitted in accordance with the procedure for
the examination of disputes concerning the application of the Tripartite Declaration. On the
basis of majority decisions, both requests were declared not receivable. %

17. At its 264th (November 1995) Session, and in line with paragraphs 7 and 10 above
concerning the updating of the list of Conventions and Recommendations referred to in the
Declaration, the Governing Body decided that a further six Conventions and Ssix
Recommendations should constitute a new Addendum (appended to Appendix 4 of this
document).

18. The reports from the Sixth Survey, together with the Working Group’s analysis, were
examined by the Subcommittee and endorsed by the Governing Body at its 268th (March
1997) Session. #

19. At the 270th (November 1997) and 272nd (June 1998) Sessions of the Governing Body,
the Subcommittee on Multinational Enterprises considered a request for interpretation
submitted in accordance with the procedure for examination of disputes concerning the
application of the Tripartite Declaration. On the basis of majority decisions, the request
was declared receivable ** and a decision was issued on the merits. %

20. At its 277th (March 2000) Session, the Governing Body endorsed an addendum which
provided that the interpretation and application of the Tripartite Declaration should take
fully into account the objectives of the ILO Declaration on Fundamental Principles and
Rights at Work. % At its 279th (November 2000) Session, the Governing Body endorsed
amendments to the text of the MNE Declaration relating to the ILO Declaration on
Fundamental Principles and Rights at Work and its Follow-up, and Conventions No. 138
and 182 and Recommendations Nos. 156 and 190, addressing minimum age in
employment.

21. In the light of the foregoing, the Subcommittee is invited by the Governing Body to
examine the seventh report on the effect given to the Tripartite Declaration in 1996, 1997,
1998 and 1999, taking into account the Working Group’'s analysis contained in
GB.280/MNE/1.

Replies received

22. In preparing this document, the Office has taken into account all replies received up to
1 August 2000 — well beyond the deadline of 29 February 2000. The original reports,
observations and annexes used for the preparation of this document are, as in previous

2l GB.254/MNE/4/6; GB.254/MNE/4/6(Rev.); GB.254/14/23; GB.255/MNE/1/1; GB.255/10/12;
GB.261/9/30, paras. 23-50; GB.262/MNE/4/1; GB.264/MNE/2; GB.264/13, paras. 16-44.

2 GB.264/MNE/3; GB.264/205, para. 52.

% GB.268/MNE/1/1 (Summary of reports); GB.268/MNE/1/2 (Analysis of reports); GB.268/205,
para. 38.

2 GB.270/18, endorsed by GB.270/205, para. 85.
% GB.272/6, endorsed by GB.272/205, para. 6.

% GB.277/12, para. 61, endorsed by GB.277/PV.
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years, at the disposal of the members of the Subcommittee should they wish to consult
them.

23. For the current (Seventh) Survey, the Office received reports from 169 respondents in 100
countries: tripartite partners in ten countries, ¥ 65 governments, employers’ organizations
in 29 countries, and workers' organizations in 45 countries. The countries consisted of the
following: Angola, Antigua and Barbuda, Argentina, Australia, Austria, Bahamas,
Bahrain, Bangladesh, Barbados, Belarus, Belgium, Brazil, Bulgaria, Burkina Faso,
Cameroon, Canada, Cape Verde, China, Colombia, Costa Rica, Cote d'Ivoire, Croatia,
Cyprus, Democratic Republic of the Congo, Denmark, Dominican Republic, Ecuador,
Egypt, El Salvador, Eritrea, Estonia, Ethiopia, Finland, France, Gabon, Germany, Ghana,
Greece, Guatemala, Guyana, Hungary, India, Indonesia, Ireland, Israel, Italy, Japan,
Jordan, Kenya, Republic of Korea, Kuwait, Latvia, Lebanon, Lithuania, Madagascar,
Malaysia, Malta, Mauritius, Mexico, Republic of Moldova, Morocco, Mozambique,
Myanmar, Nepal, Netherlands, New Zealand, Nicaragua, Norway, Oman, Pakistan,
Panama, Peru, Philippines, Poland, Portugal, Romania, Rwanda, Saint Vincent and the
Grenadines, Senegal, Singapore, Slovakia, Slovenia, South Africa, Spain, Sri Lanka,
Sweden, Switzerland, United Republic of Tanzania, Thailand, Togo, Trinidad and Tobago,
Turkey, Uganda, Ukraine, United Kingdom, United States, Venezuela, Viet Nam, Zambia,
Zimbabwe.

24. Tripartite partners replied from ten countries: Denmark, Estonia, Finland, Hungary,
Kuwait, Malaysia, Saint Vincent and the Grenadines, Slovakia, Sweden, Uganda.

25. Governments replied from 65 countries: Angola, Antigua and Barbuda, Argentina,
Australia, Austria, Bahamas, Bahrain, Bangladesh, Barbados, Belarus, Belgium, Brazil,
Bulgaria, Cape Verde, China, Colombia, Costa Rica, Céte d'lvoire, Croatia, Cyprus,
Ecuador, Egypt, El Salvador, Eritrea, Germany, Greece, Guatemala, Guyana, India,
Indonesia, Italy, Japan, Jordan, Kenya, Republic of Korea, Lebanon, Lithuania, Mauritius,
Mexico, Republic of Moldova, Myanmar, Netherlands, New Zealand, Nicaragua, Norway,
Pakistan, Panama, Peru, Philippines, Poland, Portugal, Romania, Rwanda, Senegal,
Singapore, Slovenia, Spain, Sri Lanka, Switzerland, Thailand, Togo, Turkey, Ukraine,
United Kingdom, Zimbabwe.

26. It will be recaled that the Governing Body approved the direct distribution of the
guestionnaire to employers' and workers organizations with the aim of encouraging a
greater response rate from them. 2 The following employers’ and workers organizations
took advantage of this possibility and sent their replies direct to ILO, Geneva, through the
ILO’sfield offices or through international employers' or workers' organizations:

Employers organizations:

Antigua and Barbuda: Antigua Employers Federation; Bangladesh: Bangladesh
Employers’ Federation (BEF); Barbados: Barbados Employers’ Confederation (BEC);

%" These refer to replies to al or part of the questionnaire. Replies may have been submitted either
by the government, or by the representative employers and/or workers organization(s) of a
country, or in atripartite reply. The names of those respondents which informed the Office of the
reasons for which they did not prepare replies to the questionnaire are contained in Annex 1. If they
were the only respondents from the countries concerned, the names of the countries do not appear in
thislist.

% (GB.248/205, para. 84(c).
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Belgium: National Labour Council (CNT); ®® Brazl: National Confederation of Industry
(CNI); Burkina Faso: National Council of Employers of Burkina Faso (CNPB); Canada:
Canadian Employers' Council (CEC); Democratic Republic of the Congo: Federation of
Employers of Congo (FEC); Egypt: Federation of Egyptian Industries (FEI); Gabon:
Confederation of Gabonese Employers (CPG); Germany: Confederation of German
Employers Associations (BDA); Greece: Federation of Greek Industries (FIG);
Guatemala: Coordinating Committee of Agricultural, Commercial, Industrial and
Financial Associations (CACIF); Japan: Japan Federation of Employers Associations
(NIKKEIREN); Jordan: Amman Chamber of Industry (ACI); Lithuania: Confederation of
Lithuanian Industrialists (LPK); New Zealand: New Zealand Employers Federation
(NZEF); Oman: Chamber of Commerce and Industry of Oman; South Africa: Business
South Africa (BSA); Spain: Spanish Employers Confederation (CEOE); Si Lanka:
Employers’ Federation of Ceylon (EFC); Switzerland: Confederation of Swiss Employers
(UPS); Togo: National Employers Council (CNP); Trinidad and Tobago: Employers
Consultative Association of Trinidad and Tobago (ECA); Turkey: Turkish Confederation
of Employers Associations (TISK); Ukraine: Confederation of Employers of Ukraine;
Ukraine League of Industriaists and Entrepreneurs (ULIE); Venezuela: Venezuelan
Federation of Chambers of Commerce and Manufacturers  Association
(FEDECAMARAYS); Viet Nam: Viet Nam Chamber of Commerce and Industry (VCCI);
Zambia: Zambia Federation of Employers.

Workers' organizations:

Angola: National Confederation of Free Trade Unions of Angola; Australia: Australian
Council of Trade Unions (ACTU); Austria: Austrian Confederation of Trade Unions
(OGB); Bangladesh: Bangladesh Workers Federation (BWF); Barbados: Barbados
Workers Union (BWU); Belgium: National Labour Council (CNT); * Brazl: General
Confederation of Workers (CGT); Cameroon: Cameroon Confederation of Free Trade
Unions; Colombia: Single Confederation of Workers of Colombia (CUT) (transmitting
comments of the Colombian Association of Flight Attendants); Croatia: Confederation of
Independent Trade Unions of Croatia (KNSH); Cyprus. Pan-Cyprian Federation of Labour
(PEO); Democratic Republic of the Congo: National Workers' Union of Congo (UNTC);
Dominican Republic: National Confederation of Dominican Workers (CNTD); Ethiopia:
Federation of Ethiopian Trade Unions; France: French Confederation of Executive Staff
(CFE-CGC); General Confederation of Labour (CGT); Germany: German Confederation
of Trade Unions (DGB); Ghana: Trades Union Congress (TUC); Ireland: Irish Congress
of Trade Unions (ICTU); Israel: Histadrut-General Federation of Labour of Israel; Italy:
Italian Confederation of Workers' Unions (CISL); Italian General Confederation of Labour
(CGIL); Italian Labour Union (UIL); Japan: Japanese Trade Union Confederation (JTUC-
RENGO); Republic of Korea: Federation of Korean Trade Unions (FKTU); Latvia: Free
Trade Union Federation of Latvia (LBAS); Lithuania: Unification of Lithuanian Trade
Unions (LPSS); Centre of Lithuanian Trade Unions (LTUC); Madagascar: Independent
Trade Union of Madagascar (USAM); Malta: General Workers' Union (GWU); Mexico:
Confederation of Mexican Workers (CTM); Morocco: Democratic Labour Federation of
Morocco (CDT); Mozambique: Workers' Organization of Mozambique (OTM); Nepal:
General Federation of Nepalese Trade Unions (GEFONT); New Zealand: New Zealand
Council of Trade Unions (NZCTU); Pakistan: National Labour Federation of Pakistan
(NLF); Panama: Convergencia Sindical; Peru: General Confederation of Workers of Peru

2 “A body composed of the most representative organizations [in Belgium] of employers and
workers’ (see Report V(2), International Labour Conference, 78th Session, Geneva, 1990, p. 4).

% «A body composed of the most representative organizations [in Belgium] of employers and
workers’ (see Report V(2), International Labour Conference, 78th Session, Geneva, 1990, p. 4).
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(CGTP); Poland: All-Poland Trade Union Alliance (OPZZ); Independent Self-governing
Trade Union “Solidarno$¢” (NSZZ Solidarnos¢); Portugal: General Union of Workers
(UGT); Rwanda: Confederation of Trade Unions of Rwanda (CESTRAR); South Africa:
Congress of South Africa Trade Unions (COSATU); Federation of Unions of South Africa
(FEDUSA); Spain: General Union of Workers (UGT); Si Lanka: Ceylon Workers
Congress (CWC); Lanka Jathika Estate Workers' Union (LJEWU); Switzerland: Swiss
Federation of Trade Unions (USS/SGB); United Republic of Tanzania: Organization of
Tanzania Trade Unions (OTTU/TFTU); Togo: Workers Trade Union Confederation of
Togo (CSTT); Group of Autonomous Trade Unions (GSA); Turkey: Confederation of
Turkish Trade Unions (TURK-IS); United States: American Federation of Labor and
Congress of Industrial Organizations (AFL-CIO).

27. In keeping with past practice, copies of replies from employers and workers
organizations which were sent direct to the Office were forwarded to governments for their
information and comments. Comments from the governments in response to replies sent to
them are found in Appendix 2.

28. Details with respect to consultations held by governments with the most representative
employers and workers' organizations of their respective countries can be found in Part I
of this document. The names of all employers and workers organizations which were
given copies of governments’ reports are also specified.

29. The Director-General expresses his gratitude to governments and to employers and
workers' organizations for their cooperation in providing the Office with information,
sometimes quite detailed, as well as relevant documents and publications dealing with
foreign direct investment and/or the activities of multinational enterprises. Although the
information has had to be summarized due to the limitations on length of this document,
the Director-General would like to assure all those that provided contributions that the
information submitted will be used throughout the Office in its course of work and to
update information on the labour and social situation in ILO member States.

30. For the convenience of the Subcommittee, as well as the Governing Body, and in line with
past practice, the summaries of all the reports received from governments, employers' and
workers' organizations have been grouped together in alphabetical order. Each section of
the summary is preceded by the relevant paragraph(s) of the Declaration in chronological
order and the question(s) pertinent thereto as they appear in the report form. For afull copy
of the report form for the Seventh Survey, see Appendix 3 to this document.
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Principles contained in the Declaration

Background and aim
(Paragraphs 1-7)

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 and 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 enterprises in
organizing their operations 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. The aim of this Tripartite Declaration of Principles is to encourage the
positive contribution which multinational enterprises can make to economic and
social progress and to minimize and resolve the difficulties to which their various
operations may give rise, taking into account the United Nations resolutions
advocating the Establishment of a New International Economic Order.

3. This aim will be furthered 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 all 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 enterprises themselves.

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.

6. To serve its purpose this Declaration does not require a precise legal
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 enterprises in 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

8 MULTICOMPILATION\2000-07-0003-17A.doc



Angola

a whole) according to the distribution of responsibilities among them, in the
expectation that they will cooperate and provide assistance to one another as
necessary to facilitate observance of the principles laid down in the Declaration.

7. This Declaration sets out principles in the fields of employment, training,
conditions of work and life and industrial relations which governments,
employers’ and workers’ organizations and multinational enterprises are
recommended to observe on a voluntary basis; its provisions shall not limit or
otherwise affect obligations arising out of ratification of any ILO Convention.

(1) Within the framework of development policies established by governments,
MNEs can make an important contribution to the promotion of economic
and social welfare, the improvement of living standards, satisfaction of
basic needs, creation of employment opportunities and the enjoyment of
basic human rights. In the above context, what has been the experience in
your country?

(2) Has the way that MNEs organized their operations led to a concentration of
economic power? If so, has this led to any abuse and to conflicts with
national policy objectives and with the interests of workers in your country?

(3) Have any new laws, policies, measures and actions with regard to MNES’
activities been adopted by your government since 1996, to further the aim
of the Declaration? If so, please explain briefly and specify if this was done
in consultation with the employers’ and workers’ organizations.

The Government of Angola attaches the reply from the Chamber of Commerce and
Industry of Angola, which provides information submitted by MNEs operating in the
petrochemical sector (names of MNEs given). One of the oil companies believes MNES in
this sector are a good example of “corporate citizens’. The other company considers that it
contributes to increased employment in the country, consistent with the law.

The National Confederation of Free Trade Unions of Angola states that it has no
information on either the existence or the activities of MNEs operating in the country,
although it has made inquiries to the Ministry of Labour on the matter. Therefore, it is
difficult to respond to those aspects of the Survey that require direct information. It also
queries what is meant by the term “multinational enterprises’. In addition, the
Confederation states that basic human rights are not recognized in Angola, Convention No.
87 has not been ratified and Convention No. 98, athough ratified, is not respected or
applied. National policy has led to a dramatic rise in the cost of living and a lack of
recognition of workers' rights and trade unionism. The Confederation accuses the policy-
makers of talking about democracy but not abiding by it.

Antigua and Barbuda

The Government of Antigua and Barbuda states that its experience with MNEs, to
date, is positive. MNEs can contribute to the promotion of economic and social welfare of
the country, improve living standards and create employment, while operating within the
framework of the development policies of the country. MNES own agenda may conflict
with national policy objectives, but the interests of workers are guaranteed by statute and
by strong organizations of employees and employers, and are arbitrated by the competent
government institution, the Labour Department or the Industrial Court. Since 1996, no new
laws, policies or measures concerning MNE activities have been adopted by the
Government to further the aims of the MNE Declaration.
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Argentina

Australia

The Antigua Employers Federation endorses the views expressed by the
Government.

The Government of Argentina reports that activities of MNES have traditionally been
a source of new employment. However, recently, the number of jobs created has been less
than hoped for due to technological changes and increasing competition. Owing to the
globalization of the economy and markets, the inflows of FDI in the form of installation of
production centres has been irregular during the reporting period. In recent years, a
significant portion of assets has been lost from the manufacturing sector to another country
in Latin America (name given) that has devalued its currency and significant job losses
have resulted. The Government also notes that, generaly, there has been a growing
concentration of economic power of MNEs.

The Government of Australia® welcomes foreign investment by MNEs, recognizing
the contribution it makes to the development of the country by providing scope for higher
rates of economic activity and employment than can be achieved from domestic levels of
savings. MNEs provide access to new technology, management skills and overseas
markets, according to the Government. The operations of MNEs are subject to the same
workplace relations legidation as domestic firms and, to the Government’s knowledge,
MNEs operate in accordance with these laws. However, some MNEs (hame of mining
sector MNE given as an example) have sought to use workplace relations legislation “to
pursue reforms aimed at improving their competitive position”, but, generally, this has not
conflicted with national policy objectives. During the period under review, industrial
legidation has been substantially amended by the Workplace Relations and Other
Legislation Amendment Act, 1996 (the WROLA Act), and the Workplace Relations and
Other Legidation Amendment Act (No. 2), 1996. The amendments include changing the
name of the Act from the Industrial Relations Act, 1988, to the Workplace Relations Act,
1996 (the WR Act). The WR Act continues to give effect to certain international standards
based on ILO Conventions. The Act provides a framework for cooperative workplace
relations, emphasizing economic prosperity and welfare of the people. (Full text copies of
all federal legislation are available via the Australasian Legal Information Institute’s
Internet site)) For measures promoting human rights and anti-discrimination, see infra
“Employment: Equality of opportunity and treatment”. The Government established Invest
Australia, the national investment promotion agency, in December 1997. The Government
also announced a number of liberalizationsto foreign investment policy in September 1999
(Treasurer’s Press Release No. 55), which have reduced notification obligations on
business and streamlined the administration of foreign investment policy. The state
government of New South Wales (NSW) agrees that MNESs have a positive impact on the
state economy. Various Acts and Amendment Acts relevant to the MNE Declaration have
been passed by the NSW Parliament, including the following (copies of which were
submitted): the NSW Industrial Relations Act, 1996, which was the subject of consultation
with employer and union organizations; the Anti-Discrimination Amendment Act, 1997,
No. 9, which prohibits sexual harassment in various areas of public life, including
employment; the Transgender (Anti-Discrimination and Other Acts Amendment) Act,
1996, which prohibits discrimination on the grounds of transgender and resulted from
consultation with employer and union groups; the Privacy and Personal Information

! The Government explains that its response incorporates information relating to the following
jurisdictions: Commonwealth, New South Wales (NSW) and Victoria (Vic); the remaining six
jurisdictions had not contributed at the time the response was forwarded to the ILO.
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Austria

Bahamas

Protection Act, 1998, which provides for the protection of the privacy of individuals; the
Workplace Video Surveillance Act, 1998, No. 52, which regulates the covert video
surveillance of employees in the workplace; and the Workplace Injury Management and
Workers Compensation Act, 1998, which places obligations on insurers, employers and
workers to cooperate with proactive injury management measures.

The Australian Council of Trade Unions (ACTU) states that MNES operate within a
well-developed regulatory structure which serves to moderate the excesses of any
enterprise operating in Australia. MNEs have made a significant contribution to economic
development and employment opportunities, the ACTU adds. With regard to human rights,
some sectors (fast food, mining, information technology and finance) have “actively
opposed” workers ability to organize in trade unions and bargain collectively. In the
context of legislation which encourages competition and prevents market domination,
concentration of economic power by MNEs has not been a significant problem, except
with regard to media ownership where two owners (one an MNE) exercise significant
economic and political power. The ACTU considers that no new laws, policies, measures
or actions with regard to MNES have been adopted during the reporting period.

According to the Government of Austria, MNEs promote economic growth and
employment, implement technology transfer, provide valuable management strategies and
facilitate the promotion of the parent company’s market potential. They are more
productive than local enterprises and use technology more intensively. They practise
traditional, institutionalized employer-worker relations. The EU Monopolies Commission
has been involved in afew cases of competition (one example given, name of MNE given).
Inindividual areas (e.g. food) foreign takeovers have led to concentration of market power,
and this trend is likely to continue. The amendment to the Works Constitution Act, BGBI.
No. 601/1996 makes provision for the implementation of the European Works Council
Directive 94/45/EC, which serves to inform and consult workers organizations on the
activities of MNEs and other enterprises operating in the EU and EEA. The amendment to
the Act concerning the Employment Contract Law-Adjustment Act, the Act concerning
Transfer of Labour and BGBI. No. 120/1999, brought about the implementation of
European Works Council Directive 96/71/EC concerning the posting of workers. This
amendment was discussed with employers and workers organizations prior to
parliamentary debate.

The Austrian Confederation of Trade Unions (OGB) has forwarded the responses of
the trade unions for metal, mining and energy (GMBE), construction and timber (GBH)
and agriculture, food and allied industries (ANG), sectoral unions, which submitted
responses with reference to their respective sectors. GMBE states that MNES create jobs
but, in many cases, for only a few years. In extreme cases, when sales are in decline,
MNESs reduce wages, demand further subsidies or transfer their production to low-wage
countries. MNEs seek to circumvent official regulations, such as prohibiting work
councils, which contravenes provisions set out in the Works Constitution Act. GBH
indicates that no new jobs have been created in its sector; rather there have been
employment cutbacks resulting from MNES market concentration and rationalization
measures (names of MNEs given). This has also led to production transfers to low-wage
countries. ANG reports that its experience with MNEs has been generally positive, but the
concentration of economic power has been used to the disadvantage of the workers.

The Government of Bahamas reports that MNEs have always impacted the economic
and social welfare of the country by improving living standards through payment of
improved wages and by introducing new technologies. In some instances, MNEs have
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Bahrain

concentrated their investments which has stimulated massive migration from other islands
of the country to places of employment, resulting in a high population concentration on
two or three islands. MNEs do not abuse national policies since the policies are monitored
by relevant agencies. No new policies, laws, measures or actions to further the aim of the
MNE Declaration have been adopted since 1996.

The Government of Bahrain indicates that the activities of MNESs in the country are
very limited. The country pursues an economic policy that welcomes foreign capital in
order to achieve its development plans and to diversify its income sources in various
economic sectors, such as the petroleum, aluminium, petrochemicals, construction and
shipbuilding industries as well as financial services, including foreign exchange, insurance
and tourism services. For example, financial services, including insurance, contribute 18.2
per cent of GDP and crude oil and gas activities contribute 15.8 per cent. As far as basic
human rights are concerned, the Constitution recognizes and the Labour Code (1976)
addresses equal employment rights. In order to avoid concentration of economic power by
MNEs, the country has been keen to diversify, including foreign investors with local or
regional partners. For instance, this diversification is exemplified in the financial sector in
which some 200 financial services enterprises from a wide range of countries are
operating. Moreover, the Government participates in projects which cannot be afforded by
the private sector. In explaining the underlying context for new laws concerning MNE
activities during the period of review, the Government refers to the Commercial
Companies Act (Decree No. 28 of 1975). That Act provides that all companies founded in
the country, in accordance with its regulations, are national companies (although by law
some shareholders in those companies may not be of Bahraini nationality) if it is deemed
necessary to invest foreign capital or foreign expertise. Although there are no free
economic areas in the strict sense, a Decree concerning the establishment of industrial
areas (Decree No. 28 of 1999) provides that investors are granted contracts for land on the
understanding that those companies invest in industrial projects on the land, and the
investors — regardless of nationality — are granted preferential terms for land rent. The
country has also ratified several investment treaties and is encouraging arrangements with
other countries that feature reciprocal investment privileges, tax exemptions, and liberty of
capital transfer and exportation without taxation. The country issued a law to implement
the Vocational Rehabilitation and Employment (Disabled Persons) Convention, 1983
(No. 159), which it had ratified. The Discrimination (Employment and Occupation)
Convention, 1958 (No. 111), and the Worst Forms of Child Labour Convention, 1999
(No. 182), are currently being examined with aview to ratification. In addition, the country
has ratified many Arab labour Conventions, including those concerning occupational
safety and health (Convention No. 7-1977); the working environment (Convention
No. 13-1981), the determination and protection of wages (Convention No. 15-1983), the
rehabilitation and employment of disabled persons (Convention No. 17-1993), and the
employment of young persons (Convention No. 18-1996).

Bangladesh

The Government of Bangladesh submits views in accord with those provided by the
Bangladesh Employers’ Federation which follow.

The Bangladesh Employers' Federation (BEF) reports that MNESs play aleading role
in the promotion of economic development, introduction of technology and job creation,
promotion of social welfare and living standards. MNESs do not have an overwhelming
market share in any sector of the economy but do have a major market share in one or two
sectors (e.g. cigarette manufacturing). But even in these sectors, MNE policies and
operations have been transparent and in conformity with national policy objectives. Since
the last Survey, no specific law or policy has been introduced to promote the aims of the
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MNE Declaration. However, employers' and workers' organizations are consulted through
the tripartite consultative committee when new laws become necessary; MNEs are
represented through employers' organizations.

The Bangladesh Workers' Federation (BWF) notes that MNES, in comparison with
national enterprises, have performed better in all the listed contexts, except the creation of
employment opportunities. MNE operations have led to a concentration of economic
power in the attempts by MNEs present locally to “concentrate their business’ through
mergers and acquisitions in response to the “continuous’ M&As occurring on a global
scale. However, local law and policy is strictly followed by the MNEs who are not abusing
their power and do not conflict with national policy objectives. In some areas, national
policy hampers workers' interests and the unions have been critical of this. According to
the Federation, the Government has been able to encourage MNE activities without the
enactment of new laws and policies with regard to MNES since 1996.

Barbados

The Government of Barbados reports that over the years its policies have been aimed
at promoting the establishment of companies with financial means and suitable
technologies, in order to stimulate the economic growth of the country. In this context,
MNEs have contributed significantly by creating employment opportunities and, thereby,
improving the living standard of nationals. The way in which MNEs organize their
operations has not led to a concentration of economic power but at times investment
priorities may fail to coincide with national policy objectives. During the period under
review no new laws regarding MNEs were implemented. Based on its employment
analysis of selected economic sectors, the Barbados Investment and Development
Corporation (BIDC) concludes that MNEs contribute significantly to employment in the
manufacturing and service (information and electronics) sectors. In the second quarter of
1999, MNEs, which constituted fewer than 10 per cent of the BIDC-surveyed companies,
contributed at least 20 per cent to the overall employment level.

The Barbados Employers' Confederation (BEC) notes that the country’s experience
with MNEs is positive. MNEs operate mainly in the manufacturing, information
processing and financial services sectors. There is one large MNE in the
telecommunications field; it maintains positive industrial relations as well as a good
corporate image. Few MNEs are present in tourism, the main “foreign exchange earning
sector” of the economy. MNES' operations do not cause a concentration of economic
power. Severd MNEs have transferred their manufacturing enterprises outside of the
country due to cost factors. The Government is presently drafting legislation on
occupational safety and headth (OSH), sexual harassment, unfair dismissal and
amendments to the Trade Union Act to allow for compulsory recognition. Employers’ and
workers' organizations are providing input on all legislation listed.

The Barbados Workers' Union (BWU) states that multinationals have contributed to
the development of the economy and improved the standard of living by providing
employment opportunities and developing services such as telecommunications, banking
and finance. They have supported sports, cultural and other national events through
sponsorship. However, some have not recognized basic human rights of workers such as
freedom of association and the right to join the preferred union. In 1999 one MNE joined
forces with another company (names given), causing a monopolistic concentration of
economic power in the animal feed industry. Many small farmers and a fast food outlet
have experienced difficulties, and there is a concern about prices. Since 1996 no new laws
have been adopted but the social partners have signed alandmark document in which they
denounce the actions of a multinational (name given) that refused to recognize the culture
and traditions of the country and, in particular, the rules governing industrial relations by
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Belarus

Belgium

introducing restrictive rules to ban sympathy strikes and secondary picketing, and to
impose arbitration and restrictive rules concerning proof of membership.

The Government of Belarus reports that operations by multinational enterprises
(MNES) in the country are limited. At present, two MNES are fully operational in Belarus
(names of two MNEs given). Other companies are becoming established in Belarus in
connection with MNE operations, including joint enterprises with low starting capital, or
through distribution and dealership concessions. According to data supplied by the
Ministry of Statistics, the number of workers employed by foreign companies (that is,
enterprises with 100 per cent foreign capital) and by companies with some foreign capital
is less than 80,000 (1.8 per cent of the total workforce). The Government further indicates
that Belarus has no specific legislation governing the activities of MNEs. MNEs operate
within the statutory environment established for enterprises based on foreign investment in
accordance with the Act respecting foreign investments in the Republic of Belarus. This
Act offers foreign investors extensive opportunities for investing in the national economy
and provides a number of legal guarantees, such as protection from requisitions,
confiscation and other similar measures. Section 34 of the Act suspends the effect of newly
enacted laws if they adversely affect conditions for foreign investors. For foreign investors,
laws in force at the time they were registered remain in force for a period of five years.
Foreign business activity in Belarus is also governed by the Acts respecting investment
activity, respecting enterprises and respecting joint stock companies. Under the terms of
section 320 of the Labour Code, the labour relations of Belarus citizens who are employed
in organizations funded with the aid of foreign investment are governed by the Labour
Code and other labour laws. Other provisions may be established under international
agreements which have been ratified by Belarus, under the terms of the constituent
documents and by-laws of those organizations and their subsidiaries and agencies, or under
employment contracts, unless they are detrimental to the situation of workers under the
terms of laws on safety and health, the prohibition of employment of women and young
people in certain types of work, the minimum age for employment, social insurance
contributions, pensions and employment promotion.

The Government of Belgium states that the positive perception of MNESs as dynamic
providers of good employment opportunities with favourable wages and working
conditions, which prevailed 30 years ago, has evolved into a negative one. Currently, these
enterprises give rise to distrust, as a lack of transparency, harsh decisions that undermine
worker motivation, particularly young workers, and the “speculative uncertainties of
globalization” prevail. Moreover, employment and efforts to acquire skills are presently
devaluated within large multinational groups. Devotion to a company is perceived as
naive. Nowadays, even the term “multinational” has a pejorative connotation. The
alarming assessment set out in the current report (except in the cases of two well-known
MNEs (names of MNEs given)), does not focus on the immoral behaviour of MNE
executives but rather on the system of competition and speculation prevailing worldwide,
where responsibility and human values are being wiped out. The Government notes
nonetheless that MNESs bring positive effects; for instance, they are in abetter position than
public authorities — bound by European competition rules prohibiting certain direct state
aid — to rescue enterprises from bankruptcy, hence to save jobs. In this respect, the
Government points to a successful takeover of alocal enterprise (names of enterprise and
home country given) by a European Union MNE in the iron and steel industry which
happened despite the difficult trade union climate that prevailed. With regard to
concentration of economic power, the Government reports that it is worried by the new
emerging relationship between the State and multinational enterprises, as alarge number of
these enterprises have a turnover that exceed many times the budget of most European
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States. Faced with such structures, political authorities have little power as MNEs can
avoid complying with legislation by implementing disinvestment decisions, avoiding
consultations with workers' organizations, and proceeding to collective dismissals and
closure of enterprises. Moreover, values arising from the Belgian social consultation
system, such as consensus, appear not to be understood at MNE headquarters despite the
efforts undertaken in that direction. Due to cultural factors, MNEs tend to maintain the
perception of trade unions that exists in their home country, and apply it to collective
industrial relations in Belgium. The misunderstandings that consequently arise complicate
the work of social conciliators. Integration of MNEs in employers organizations would
call for their adherence to the social consultation process, as well as to the collective
agreements system (two examples of illegal closures of MNE operations discussed infra
“Industrial relations: Transfer of operations and other issues involving MNES’). The
Government emphasizes that new laws, policies and measures passed during the period of
review need to be accompanied by appropriate means of enforcement. The illegal closure
by an MNE (name of MNE given) in the automotive industry, discussed in detail infra
“Industrial relations’, called into question the effectiveness of the European Works
Council Directive, which the European Commission plans to review. Past experience in
relation to dismissals (names of two MNEs given) required the Government to strengthen
legislation on collective redundancies. The Act of 1999 establishing the criminal liability
of legal entities also opens up new prospects for strengthening the law. However, MNES
can bypass international law due to their mobility; this situation may lead to the erosion of
international labour standards as “rigid” standards are replaced by “flexible’” minimal ones,
as exemplified by the largely outmoded Hours of Work (Industry) Convention, 1919
(No. 1), and the recently adopted minima Worst Forms of Child Labour Convention, 1999
(No. 182).

The National Labour Council (NLC), composed of the most representative
employers and workers' organizations, indicates, in line with its previous reports of 1989,
1992 and 1996, that MNES support the economy of the country through their positive
contributions to investments and to the employment level. Given the increasing
internationalization and globalization of the economy with increasingly keen conditions of
competition, regular studies of MNEs should be carried out. As these enterprises play a
major role in this context, better control is needed at national, European and international
levels. During the period under review, many EU Directives relating to labour law and
OSH have been adopted and are referred to in the replies to the different questions. The
legislation applies throughout the country and to all enterprises, whether national or
multinational, in accordance with OECD requirements on non-discrimination. NLC
reiterates in its reply the importance of social dialogue, in which employers and workers
are major players, and refers to, for instance, the progress achieved at the European level
since agreement was reached in 1991, and included in the Socia Protocol appended to the
EU Treaty.

Brazil

The Government of Brazl states that MNEs established in Brazil do serve the
country’s economic and social well-being, to a certain extent, because they directly and
indirectly create jobs. As for employment openings and wages opportunities generated by
MNEs, these have not been apparent in any quantity since existing employment and
unemployment surveys do not take the nationality of the enterprise into consideration.
MNEs, like national enterprises operating on a similar scale, constitute a threat of having
concentrated (and abused) economic power. Unquestionably, belonging to a more
extensive production structure with international scope gives MNEs certain advantages
when it comes to strategies for cornering markets. This, in turn, may lead to market power
being concentrated in their hands and to subsequent abuse which is harmful to the
economy as a whole. For example, one magjor drain on the balance of payments is the
sending of money abroad, and it would be preferable in this light for MNESs to get into
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Bulgaria

tradables — export or import substitutes — rather than into non-tradables in the services
sector. Overall, the pros and cons with regard to MNES relate more to the size than to the
origin (national versus international) or nature (public versus private) of the enterprises
concerned or to the location of the decision-making centre. The Government indicates that
no public employment policies were drawn up specifically for MNEs; such policies do not
take into account the nationality of the enterprises operating in the various sectors of the
economy. However, it refers to specific OSH regulations setting up a tripartite body for
regulating safety and health at work, specifically Order No. 393 (9 April 1996), Order
No. 02 (10 April 1996) and Order No. 14 (17 June 1997), copies of which are annexed to
the Government’ s reply.

The National Confederation of Industry (CNI) reports that today there is a greater
consensus of opinion in the country about the positive contribution of MNEs to the
country’s economic welfare. In a recent study on the impact of companies with foreign
shareholders for the period 1995-97 published by the National Development Bank
(BNDES), a positive association was formed between labour productivity growth and the
presence of foreign companies in the majority of industrial sectors and particularly in
capital-intensive sectors. In the same study, there were no indications of an increase in the
degree of concentration in the national economy as a whole, despite the increase in MNE
participation in domestic production. This could be explained by the simultaneous increase
in imports which has helped to increase supply and reduce concentration. Nevertheless, an
increase in MNE concentration of the market has been observed in capital-intensive sectors
where there is a higher proportion of foreign enterprises. In general, the country’s recent
experience reinforces the idea that the economic policy framework is a determinant of the
behaviour of enterprises in general and MNEs in particular. In contrast to the inefficient
scales of operation, low productivity and obsolete products and processes of a closed
economy, the opening up and stabilization of the economy is viewed as radically changing
the behaviour of enterprises, both national and multinational, increasing productivity and a
higher level of product and process innovation in response to international competition.
The Confederation further reports that no policies, laws, measures or actions have been
adopted during the reporting period specifically with regard to MNES' activities.

The General Confederation of Workers (CGT) reports that, from the standpoint of
human rights, generally speaking, MNEs observe domestic legislation. As for employment
generation, however, MNESs have recently been dismissing workers. It further states that it
has no information on the issue of MNEs and concentration and/or abuse of economic
power.

The Government of Bulgaria states that, in the context of the transitional period that
the country is experiencing, it places great hopes on FDI which it sees as a catalyst for
change and for support of structural reforms. In general, the Government hopes that FDI
will contribute to: job creation, including a better use of national intellectual potential and
a limit on the emigration of young executives, productivity increase and quality
improvement of goods and services; greater economic efficiency through modernization of
the economy and restructuring on the basis of imported capita and technology; and
improvement of the country’s position in international trade through development of
export-oriented industries. The restructuring and privatization of the Bulgarian economy
and the creation of the Finance Board have led to alimited domestic production as foreign
products of better quality and at competitive prices have “invaded” the market. The largest
FDI share originates from Belgium, Germany, the Netherlands and the United States, and
between 1992 and 1996 MNEs were mainly active in industry (49.73 per cent), commerce
(16.5 per cent) and finance (11.13 per cent). In principle, MNEs are in the position to make
a major contribution to the promotion of economic and social welfare, improvement of
living standards, satisfaction of essential needs, job creation and enjoyment of basic human
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rights, and a guarantee for a better functioning of the country’s economy. Although MNEs
operating in the country are relatively few, they constitute the largest private investorsin
the country and bear a positive influence on the economy. They instil a new industrial
relations culture including a new morale and work ethic representing a benchmark for
national enterprises. They also introduce high OSH and environmental standards. Some
foreign investors bring resources, attempt to improve wages and conditions and
organization of work, contribute to the upskilling of workers and job creation, and
introduce new technologies. However, other MNEs only seek quick profits, use skilled but
cheap labour, infringe the labour legislation and are opposed to workers' rights. In addition
to economic activities, MNEs also implement programmes to assist social activities, a
priority in the country. In certain sectors of the economy, especially the brewing industry,
MNEs own two-thirds of production and two-thirds of “the domestic market” and some of
them have invested to improve workers' living standards, introduced more efficient
technologies, and ensured freedom of association; however, results have been reached at
regional rather than at nationa level. Concentration of economic power by MNES is
impossible in the current difficult transition context influenced by external and internal
factors. Moreover, the recent law on the protection of free competition rules out such a
possibility. However, one can observe a process of economic concentration of activities
with MNE participation in the privatization of enterprises in the field of raw material
imports and the distribution of subsidiary products. Other MNEs have sought to expand
their activities into the supply of raw materials and electricity. Cement production, for
example, is entirely in the hands of MNEs who tend to purchase different enterprises and
acquire quarrying concessions. While problems in relation to MNEs dominate the
newspaper market, their activities do not counter national policy objectives. During the last
two and half years, the Government has witnessed positive changes related to, in
particular, the perception of the role of foreign investors, which has, consequently,
encouraged MNE activities. Legislation passed during the period of review includes: a
1997 law on foreign investment, applicable to both national and multinational enterprises,
concerning work and insurance, as well as the establishment of the Foreign Investments
Agency and an advisory committee where important matters can be brought to the
attention of the Government; a 1998 Act on the protection of competition, coupled by the
establishment of a committee to ensure its application and protection against monopolies; a
law on protection in the event of unemployment and promotion of employment which
came into force on 1 January 2000; a law on health insurance; a law on supplementary
voluntary pension insurance; and a law on compulsory public insurance which came into
effect on 1 January 2000. Moreover, changes in the labour legidation are to take place due
to the transition to a democratic system and to the need to bring the legislation in line with
that prevailing in the EU Member States, the recently ratified ILO Conventions
(unspecified) and the signed Revised European Social Charter. A bill on the Economic and
Social Council is planned to be adopted at a later stage. The referred laws were adopted
unanimously after all social partners were consulted, and the current nationa tripartite
cooperation system allows for tripartite dialogue when defining the Government’s basic
priorities.

Burkina Faso

The National Council of Employers of Burkina Faso (CNPB) reports that actions by
MNEs promote economic and social welfare, create jobs and improve living standards,
although only a few MNEs operate in the country. The country has little attraction for
MNEs due to its few natural resources and, like all promoters, MNEs seek financia profits
that Burkina Faso cannot offer. During the last ten years MNEs have been involved in
mining and, in particular, gold mining. Unfortunately, the fall in gold prices has led to the
closure of the only modern goldmine and mass redundancies by the mining companies; this
uncertain situation has aggravated unemployment and poverty. Because of their small
number, MNESs have not given riseto any particular concentration of economic power. The
CNPB notes that, in a country like Burkina Faso where the economic fabric is weak, any
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Cameroon

Canada

Colombia

enterprise employing labour has real economic power, if only on a small scale. Even at
micro-enterprise level there are sometimes abuses that are reported in the newspapers.
Thereis no special legidation regarding MNES given their low profile in the country. Like
al other private sector employers, they are governed by labour laws and implementing
orders, and by the Interprofessional Collective Agreement.

The Cameroon Confederation of Free Trade Unions reports that, before the economic
crisis began in 1986, MNEs made a major contribution to economic and social
development by promoting job creation and participating in the attainment of government
policy objectives. However, most of these MNES closed down or cut back activities after
the crisis started. Furthermore, beyond the pursuit of profits, MNEs have sought to
maintain political systems favourable to their hegemonic ambitions. With the advent of
structural adjustment in 1989, privatization and economic liberalization have replaced
government plans, MNEs have not been very involved in government policies and they
have taken over remaining state-run companies. Some strategic sectors (import-export)
have been under the control of multinationals for a long time. With governmental
protection, MNEs have often infringed national provisions, especially those relating to
social protection. Many cases of abuse have been recorded in the cutbacks and
redundancies that have followed liberalization. The measures, laws and policies adopted by
the Government since 1996 have served to regulate the country’s economic activities,
taking account of the State’'s withdrawal from the production sector. As far as the
Cameroon Confederation of Free Trade Unions is aware, these regulations were not
directed at MNEs and the workers' organizations were not consulted on these matters.

The Canadian Employers' Council (CEC) reports that MNES play an important role
in Canada’ s economy. International trade accounts for 43 per cent of the economy, up from
30 per cent in 1994, and there has been a significant increase in the number of employment
opportunities created. Foreign investment in Canada has contributed to the economic and
social well-being of Canadians, as exemplified by the Automotive Product Trade
Agreement, which has created many well-paying employment opportunities over several
decades. MNEs have fostered training of their employees and others who are not in a
position to do so independently. In Canada, there is no distinction between MNEs and
other organizations; all are subject to legidative and regulatory regimes. MNESs have the
same responsibilities towards the workers as do any other enterprises. There is no evidence
of actions taken by MNEs headquartered outside Canada, which would indicate that
workers are unfairly treated by MNESs because of decisions made elsewhere. There is a
rapidly increasing blurring of national and international enterprises. For example, in the
software industry well over 50 per cent of the revenue of small software enterprises comes
from outside of Canada. This phenomenon is spreading to other sectors of the economy
primarily because the small Canadian market compels industries to seek global markets for
their products in order to remain competitive. The Government of Canada supports
business growth through deregulation in order to assist business to be competitive. It has
also established foreign investment review boards which have allowed the purchase of
Canadian enterprises. This has been beneficial to the Canadian economy and the workers
as foreign investment has, on many occasions, prevented plant closures, such as in the
paper and pulp industry in British Colombia.

The Government of Colombia reports that MNEs have made a contribution to the
promotion of social and economic welfare, the improvement of standards of living,
creation of employment opportunities and guaranteeing of the basic rights of employment
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Costa Rica

and freedom of association. In view of the high rate of unemployment in the country,
incentives are being sought for both foreign and national investors in order to promote
positive effects on the creation of new sources of employment. The normal activities of
MNEs have not generated any conflicts with workers' interests due to the fact that,
generally, regulations governing social and industrial relations are the same for
multinational and local companies, including laws on socia policy and monopoly. No hew
laws that affect MNES have been passed during the reporting period.

The Single Confederation of Workers of Colombia (CUT) forwards the reply of the
Colombian Association of Flight Attendants which considers that, with regard to the
observance of labour standards, promotion of economic and socia affairs and
improvement of living standards, the experience with MNES has been negative, citing the
example of an MNE in the airline industry since its takeover (name given). It notes that
although MNEs have contributed to the generation of job opportunities, the benefits have
largely been neutralized due to the devaluation of the Colombian peso. With regard to
concentration and abuse of economic power, the forwarded reply notes the competitive
edge which the MNE in the airline industry has as a result of surplus income from paying
lower wages to local workers. It is of the view that no laws protect basic labour rights so
no legal mechanisms exist for redress of violations.

The Government of Costa Rica states that, as far as its development policies are
concerned, the contribution by MNEs has been satisfactory; they have operated in the
country for more than 100 years, beginning with banana growing and marketing and
recently coming in a sudden influx to manufacture products for global marketsin free trade
zones. They are important contributors to employment and offer economic benefits in
terms of transfer of technology and other advantages for enterprises and society in general.
For increased employment figures in free zones, see Part 1V infra. The Government has no
evidence that the organization of MNE operations has led to a concentration of economic
power.

Cote d’lvoire

Croatia

The Government of Cote d'Ivoire reports that MNES concentrated in the secondary
and tertiary sectors contribute to the promotion of economic and social welfare, the
improvement of living standards and the satisfaction of basic needs by creating about 30
per cent of the volume of employment. The national labour legidlation, establishing a
Labour Code and subsequent decrees, applies to both national and multinational
enterprises on national territory (Act No. 95-15 of 12 January 1995). As MNESs are subject
to the national laws and regulations, their activities cannot be contrary to national policy
objectives or workers' interests.

In its reply, the Government of Croatia focused on only one MNE in the
telecommunications sector (name of the MNE and the home country given) which
accounts for less than 5 per cent of the FDI in Croatia. It states that, within the Independent
Trades Unions of Croatia, there is only one trade union whose members are employed by
an MNE and thus concludes that this is the only MNE to which the MNE Declaration
would apply.

The Confederation of Independent Trade Unions of Croatia (KNSH) also focused its
reply on the one MNE in the telecommunications sector referred to by the Government. In
1995, this MNE became a major shareholder in one of the local enterprises owning 49.07
per cent of the total shares. The President of the Management Board, Chairperson of the
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Cyprus

Supervisory Board, as well as the mgjority of board members come from the home
country. At the time of the acquisition of a major share in the local enterprise in 1995,
there were 3,000 workers, but this has been significantly reduced over the years to 1,500.
The main reasons for such decline are the increasing use of outsourcing and lay-offs of
workers whose work was no longer needed due to the application of new technologies.
Some 250 young engineers were hired during the same period. The wages in this MNE are
about 40 per cent higher than the average wage in the country (both in general and in the
industrial sector). The Confederation indicates that, at this point in time, employees do not
have the opportunity to satisfy their housing needs as part of their basic living needs.
Human rights are respected and there are no violations. It is noted that the MNE has not
organized its operations in a way that would lead to a concentration of economic power.
The Government has not, so far, given approva to arrange joint meetings between the
representatives of the Government, the MNE and the representatives of the workers to
discuss issues related to the operation of the MNE, and the Confederation intends to
request such joint consultation (the representatives of the MNE have already given
approval). It is of the view that the Government could adopt some measures on the conduct
of MNEs when the joint meetings are held and the Government is acquainted with the
operations of the MNEs. The Confederation questions the underlying reasoning for
awarding business contracts to MNESs that create a small number of jobs as opposed to
those MNEs that could create relatively bigger employment opportunities. In this
connection, it has suggested that it is necessary to adopt some kind of code of conduct for
MNEs regulating the awarding of business contracts in relation to the number of
employees. It is aso recommended that, recognizing the significant effect of MNEs on
employment creation, governments, especially in developing countries, should pay more
attention to issues that involve MNEs.

The Government of Cyprus states that MNES contribute to the economic devel opment
of the country and that their number, even though limited, has increased since 1995. The
way in which they organize their operations has not led to a concentration of economic
power, and relevant measures applicable to all enterprises, relating in particular to
employment, have been adopted to enhance the objectives of the MNE Declaration. With
respect to legislative measures undertaken during the period of review, the Government
refers further to its reply to question 8 discussed infra at “Employment: Equality of
opportunity and treatment”.

The Pan-Cyprian Federation of Labour (PEO) reports that MNES must comply with
national legislation and the development policies elaborated by the Government. In those
cases Where collective agreements have been reached, MNESs contribute significantly to
improving workers' living standards and to achieving basic human rights. Moreover, since
MNEs effectively use their resources, such as capital resources, they are in a position to
create better job opportunities and hence, to reduce the level of unemployment of the
country. Even though they organize their operations in away that leads to a concentration
of economic power, the Federation has not noted any abuse thereof, nor have these
enterprises’ activities given rise to conflicts with the interests of their workers. On the
contrary, MNESs that conclude collective agreements and operate within the existing
industrial relations system have not shown any “repugnance” in cooperating with workers
representatives in order to solve industrial relations problems. The Federation states that,
during the period of review, legislative measures have been undertaken in consultation
with the social partners, as follows: the adoption in 1999 of laws related to the control of
concentrations between undertakings, in order to enhance competitive conditions and to
harmonize with the EC Acquired Rights Directive No. 4064/89; and the preparation of
legislation so as to comply with relevant EC directives due to the country’s forthcoming
accession to the European Union (Transfer of Undertakings Directive 77/187/EEC,
Insolvency of the Employer Directive 80/987/EEC and the Contract of Employment
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Relationship Directive 91/533/EEC). Moreover, legislation on the European Works
Council (Directive 94/45/EC) that aims at providing workers with the right to be informed
and consulted in decisions by MNEs on issues affecting them directly, as well as decisions
affecting the enterprise as a whole, is currently pending in Parliament. The Federation
further refers to ratified Conventions Nos. 87, 98, 111 and 122 which are applied through
national legislation, policies and practices; moreover, the country reports regularly to the
ILO on the measures adopted to comply with ratified Conventions.

Democratic Republic of the Congo

The Federation of Employers of Congo (FEC) reports that, within the framework of
the development policies defined by the Government of the Democratic Republic of the
Congo, MNEs have made an effective contribution to the creation of wealth and
employment, and to the immediate development of the country. Some MNEs have built
health centres and schools and maintain road infrastructures for the benefit of the
population as a whole. In some economic sectors, such as the distribution of petroleum
products, MNEs have a concentration of economic power. However, as the strategic
sectors are controlled by the State, no abuse has been observed as regards either national
policy objectives or workers' interests. The Government has not promulgated any laws or
specific measures concerning the activities of MNEs since 1996.

The National Workers' Union of Congo (UNTC) reports that, following the recent
crisis and wars in the Democratic Republic of the Congo, there have been no devel opment
policies established by the Government. Intentions have been expressed to do so, but
conditions of life and work have deteriorated, and such intentions have not been followed
through. Until 1990, MNEs had contributed a lot toward the creation of health and jobs,
improvement of standards of living in urban as well as in rura areas, but thereafter
suspended or stopped their economic and social activities in the country. In the brewing
and oil industry, the organization of MNES has led to a concentration of economic power.
There is no reliable information to substantiate any abuse or conflicts with national policy
objectives. However, with respect to workers' interests, in cases such as the recruitment of
temporary staff indefinitely and subtle mass redundancies, conflicts have arisen as a result
of a concentration of economic power. The UNTC responds that no relevant laws or
policies have been initiated during the reporting period.

Denmark

The tripartite partners of Denmark indicate that MNEs create employment
opportunities and promote economic growth in the same way as other enterprises and have
not created a concentration of economic power through the organization of their
operations. In 1996, the Parliament (Folketing) adopted the Act on European Works
Councils which foresees procedures in European Community (EC) enterprises and groups
to establish means for information and consultation with workers' representatives. The Act
supplements national rules on cooperation committees. As a transnational instrument, it
applies to Danish parent companies and their EU and EEA subsidiaries.

Dominican Republic

The National Confederation of Dominican Workers (CNTD) reports that, in its
experience, the contributions made by MNESs in the country have been both positive and
negative. For instance, employment has fallen among MNEs active in areas such as
tourism/hotels, telecommunications and mining but has increased in sectors such as fast
food and supermarkets and in export free zones. From this point of view MNESs provide the
population with financial resources allowing access to goods and services and they have
advanced telecommunication technology, although not with sufficient geographic
coverage. As for fundamental human rights in labour relations, MNES' contributions have
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Egypt

aways been to oppose workers unionization and/or destroy existing unions.
Environmental pollution has also resulted from the operation of MNEs in all the sectors
noted above except telecommunications. With reference to a concentration of economic
power, CNTD reports that an oligopoly has been established in the telecommunications
and energy sectors and the Executive and the Congress of the Republic have rewarded the
enterprises concerned with the right to impose prices for their services, in legal or illegal
ways, and to operate as a private monopoly. Recent cases have seen an increase in
electricity prices, with the de facto approval of the Electricity Board; and an increase in
telephone charges. Energy distribution companies have been assigned exclusive areas and
given pricing freedom, measures which are counterproductive to the policies to combat
poverty. As regards promotion of the objectives of the MNE Declaration, as far as CNTD
knows, the Executive, via the competent ministry, has not adopted any measures in this
respect except in the export free zones, where it has set up a committee.

The Government of Ecuador advises that MNES have made a positive contribution
towards the development of the country’s various production sectors, which has allowed
access to international markets. The resulting job creation always helps in confronting the
country’s level of unemployment. However, there are questions about the extent to which
MNEs share their profits with the workers, something which consistently gives rise to a
sense of disparity as to both the natural and human resources employed. Concentration of
economic power is seen as an inevitable effect of the way in which MNEs operate and,
when problems arise concerning workers' interests, the Ministry of Labour and Human
Resources has machinery through which to seek solutions to disputes and help maintain
harmony in worker-employer relations. The Ministry of Trade, Industrialization and
Fisheries reports that there have been various instances of the MNE modus operandi
conflicting with national policy objectives, although this has not been a cause for concern
in recent years. The Ministry indicates that, due to the difficult decade that the country has
just gone through from the social and economic point of view, the degree of foreign
investment has not been representative. The Constitution of the Republic of Ecuador,
adopted in 1998, lays down an obligation to promulgate laws in accordance with the
provisions of the Magna Carta. One of the principal results was RO No. 149 (16 March
1999), which provided for the Reform Law on Free Zones discussed infra at “The
Tripartite Declaration and various economic zones and industrial sectors”.

The Government of Egypt reports that the country is witnessing major economic
transformation, characterized by, inter alia, a process of privatization, the promotion of
foreign investment, and the involvement of MNES in the execution of investment projects
in coordination with national enterprises. MNEs benefit the country as they contribute to
the transfer of modern technology, improved products intended for export, create
employment opportunities, increase per capita income through higher saaries and
incentives, and provide modern training facilities with advanced machinery. To facilitate
MNES' operations, the Government provides an appropriate environment through rules and
regulations that facilitate MNE operations, with time-limited exemptions for projects that
promote development and protect workers' rights. According to the Government, MNEs
aim to concentrate economic power without any abuse, obstacles or injustices to workers
rights. MNEs apply national labour laws and Conventions ratified by Egypt. The
Government further indicates that a uniform labour law isin the process of being enacted,
which will comply with all fundamental rights and international labour standards.

The Federation of Egyptian Industries (FEI) forwards the responses of two MNEs
operating in Egypt (after seeking replies from a representative sample of MNES, including
the petroleum, pharmaceuticals, food, travel, chemicals, information technology, and
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El Salvador

Eritrea

Estonia

banking sectors, originating in the United States, United Kingdom, Netherlands and
Switzerland). One MNE in the food sector reports that MNEs have contributed to the
creation of many employment opportunities by opening new factories and branches
throughout the country. MNEs help boost the economy by favouring local manufacturing
of alarge number of products, some of which are exported to neighbouring countries. They
provide the latest technical expertise to the workforce, while meeting Egyptian consumers’
expectations. The other MNE (name given) in the energy sector that holds 50 per cent of
the shares in the national petroleum company offers training and development
opportunities to its employees, who also receive a competitive package compared to the
local market. In addition, it supports the country’s economic and social welfare by
subsidizing educational, environmental, technical and cultural events. The employers note
that no new legislation or measures have been adopted during the period of review.

The Government of El Salvador states that the experience with MNEs has been
positive and that, overall, MNEs make a considerable contribution towards economic and
socia well-being, improvement in standards of living, satisfaction of the basic needs of a
large proportion of the population, creation of employment opportunities, and respect for
basic human rights. According to data provided by the Trade and Investment Directorate of
the Ministry of Economic Affairs, over the last decade MNEs have helped to increase the
gross domestic product by improving the performance of employment indicators in the
country’s labour sectors. MNE activities have not given rise to a concentration of
economic power. On the contrary, those activities have contributed to employment growth
(in both unskilled and skilled labour), benefiting large numbers of families in urban and
rural areas alike, who would otherwise rank among the unemployed. The Government
further indicates that MNEs are governed by the provisions of the Constitution and the
Labour Code, the latter of which provides administrative procedures for arbitration and
mediation in cases of collective disputes, as well as inspection procedures administered by
the General Directorate of Labour Inspection. Various laws have been passed in the
context of economic liberalization to help exporting companies make use of resources in
which the country has advantages over other markets, including: the law on the export
recovery programme, together with its amending acts and regulations, the law on industrial
and marketing free zones, and the decree on the creation of the inter-institutiona
committee for the settlement and prevention of disputes involving enterprisesin free zones
and special tax areas.

The Government of Eritrea indicates that its “macropolicy”, revised investment
policy, and Investment Proclamation No. 59/1994 and Labour Proclamation No. 8/91 are
in line with the Tripartite Declaration of Principles concerning Multinational Enterprises
and Social Policy.

The tripartite partners of Estonia report that MNEs play a significant role in the
economy of the country. In general, al three partners view MNE performance as beneficial
in that FDI, and MNEs, are seen to promote technological development, improve skills of
workers, increase average wages, set a good example of work culture (figures and names
of MNEs given). There is no information that their operations have led to a concentration
of economic power, nor to any abuse or conflict with national policy objectives. Social and
labour legislation are worked out in tripartite cooperation. Legidlation treats multinationals
the same as national enterprises.
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Ethiopia

Finland

The Confederation of Ethiopian Trade Unions states that there are very few MNEsin
the country and their contribution to the promotion of economic and social welfare, the
improvement of living standards, satisfaction of basic needs and creation of employment
opportunities are not significant. These MNEs do not enjoy the same kind of concentration
of economic power which they do in other parts of the world.

The tripartite partners of Finland point out that, according to Finnish legislation, all
enterprises, whether multinational or not, are in the same position. MNEs have no special
rights or obligations. The operation of multinational enterprises, especially the growth of
Finnish MNEs, has generally benefited Finland, promoting economic growth, employment
and welfare. Y et the transfer of the operations to countries with alower cost structure has,
at the same time, perhaps hampered employment in Finland. The traditional situation in
Finland has been one where direct investments in foreign countries have been bigger than
direct investments from foreign countries. A report of the Bank of Finland (copy attached
to the reply) reveals that there have been net outflows of capital from Finland during the
reporting period. In 1996 while the total Finnish direct investment abroad amounts to
FIM16.5 billion, MNEs, having their residents abroad, invested FIM5.1 billion
representing a net outflow of FIM11.4 billion. This amount increased to FIM16.4 billion
and FIM34.7 billion in 1997 and 1998 respectively. According to statistics of the Bank of
Finland (copy attached to the reply) the total stock of Finnish investments abroad
amounted to FIM 82 billion, FIM 110 billion and FIM 149.9 billion for 1996, 1997 and 1998
respectively. Of these amounts, the share of the manufacturing sector (forest, metal and
engineering and other) accounted for about 75 per cent to 85 per cent. The major host
countries in terms of investment and employment are Sweden, United States, Germany,
Netherlands, United Kingdom and France. The total stock of foreign direct investmentsin
Finland are FIM40.8 billion, FIM51.7 billion and FIM83.9 billion in 1996, 1997 and 1998
respectively. Of these amounts the shares of the EU countries ranges from 71 per cent to
76 per cent while investments from the United States alone account for about 14 per cent.
Investments in the stock market, on the other hand, have been considerably bigger from
abroad to Finland than in the opposite direction. The elimination of the limitations
concerning foreign ownership from the Agreement on the European Economic Areas
(EEA), adopted in 1993, has led to a significant increase in the level of investments in
Finnish public enterprises. But foreign direct investment in new production units increased
at asmaller rate as the majority of investments focused on already existing enterprises. As
a consequence, the foreign ownership of Finnish public enterprises has increased sharply.
As regards the issue of concentration of economic power, the Government notes that the
increased foreign ownership in the already existing companies has aso led to atransfer of
the management, partly or wholly, to foreign countries. This has also created uncertainty
concerning the permanence of workplaces. The mergers implemented and planned in the
banking and insurance sector between Finland and Sweden have involved a reduction in
the number of workplaces. The opening of trade in the food industry due to European
Economic Area Agreement (EEA) and the EU Treaty has increased competition and fear
of the market being seized by foreign enterprises. As concerns new laws and policies
adopted during the reporting period, the Government provides detailed information:
Finland has enforced Council Directive 94/45/EC on the establishment of a European
Works Council or a procedure in Community-scale undertakings and Community-scale
groups of undertakings for the purposes of informing and consulting employees. The Act
entered into force on 22 September 1996. Additionally, Council Directive 97/74/EC has
been enforced. The amendments to the Act have been prepared jointly with the social
partners on atripartite basis. Until the membership of the EEA-EU, an Act on Foreigners
and Certain Organizations Right to Own and Control Real Property and Sharesin Finland
was in force. On the basis of the Act, aforeign company was to receive a concession from
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the Ministry of Trade and Industry for acquiring real property or shares in Finland. A
government proposal, prepared by the Ministry of the Environment, on the abolition of the
concession for secondary real property is before Parliament. An Act on provisions under
Finnish law applicable to the employment relationship of workers temporarily posted in
Finland (1146/1999) entered into force on 16 December 1999. The EC Directive
(96/71/EC) concerning posted workers, adopted in 1996, is applied in Finland. The Act
covers posted workers from the EU Member States and also from States outside the EU. If
the employment contract of a worker posted to Finland applies the law of aforeign State,
certain provisions of the Finnish law are applied. The Committee on the Contracts of
Employment Act, set up by the Ministry of Labour, was due to finish its work on 31
January 2000; the work of the Committee aims at clarifying the provisions on generally
binding Conventions. As regards the operations of the MNEs in Finland, the Central
Organization of Finnish Trade Unions (SAK), the Finnish Confederation of Salaried
Employees (STTK) and the Confederation of Unions for Academic Professionals in
Finland (AKAVA) state that enterprises do not generally know the MNE Declaration, and
no Finnish enterprise seems to have any direct reference to the MNE Declaration in its
annual reports or corporate ethics rules. The three workers' organizations (SAK, STTK
and AKAVA) do not know of any Finnish MNEs involved in “community development”
projects in the country or in developing countries of operation. There are cases where
employees of subsidiaries of Finnish MNES are non-organized. In some cases, there is
reason to assume that the attitude of management has affected the organization of workers,
and it is likely that subsidiaries of Finnish MNESs do not always join in the employers
organization in foreign countries of operation. In some sectors, such as the banking,
insurance and forest sectors, economic power has been concentrated in MNEs. Theinterna
market of the EU, on the other hand, maintains competition in most sectors. The increasing
shareholding of foreign investors in Finnish enterprises is a new and “aarming feature”
which has led to emphasis on the advantage of shareholders to the neglect of the interest of
the workers. The SAK, STTK and AKAVA point out that the seventh tripartite Survey
focuses on the foreign MNESs (in Finland), and they suggest that two additional aspects,
namely, the operations of Finnish MNEs in Finland and the operations of Finnish MNEs
abroad, be included.

France

The French Confederation of Executive Staff (CFE-CGC) states that, as a devel oped
country, France should be in the position to exert some control over the activities of French
MNEs abroad, be it only with respect to workers' fundamental rights, but the legislation of
the country contains no means to exercise such control. The largest enterprises undeniably
concentrate economic power, but are no longer concerned at heart with national objectives
and priorities of the country which include, inter alia, the maintenance of a broad and
diversified manufacturing base, employment creation, development of advanced
technology activities, and traditional industrial activities which structured the local
economic fabric and allowed the creation of integrated and coherent economic areas. Due
to an increasingly competitive environment, exacerbated by the globalization of trade and
financia markets, guided solely by profitability criteria regardless of sector or location of
activity, MNEs now give priority to purely financial management criteria that are often
short term and to production and procurement criteria, resulting in relocation due to labour
cost and global sourcing of supplies wherever products are cheapest. These choices are, by
definition, destabilizing for the local and national economic fabric. During the period of
review, the Government introduced fiscal and social incentives as well as subsidies and the
construction of infrastructure, such as the restructuring of communication and public
transport networks (example of investment in the tourism sector with name of enterprise
and region given). However, when the MNEs do not meet their corresponding
commitments made upon granting the incentives, such as local job creation and extended
duration of operations, the Government does not apply penalties such as repayment of aid
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Gabon

even when they are provided for. Consultations with workers' organizations, when they
take place, are purely formal and never pertain to results.

The General Confederation of Labour (CGT) discusses the contribution of MNES to
employment and living standards in the country, the latter of which improved during the
reporting period for a small proportion of the population, whereas poverty and the number
of homeless increased. In relation to employment, there are two distinct stages of the
reporting period — the first up to mid-1997 characterized by growing unemployment, and
the second after mid-1997 characterized by a reverse trend due primarily to the change of
Government and hew measures introduced as well as to the changing economic situation —
the proportion of workers employed by MNEs increased from 25 to 28 per cent between
1996 and 1999. However, this figure does not reflect job creation but a growing number of
takeovers by multinational enterprises, which accounted for a 9 percentage point increase
of exports in the manufacturing industry (30-39 per cent from 1996 to 1999). CGT gives
three examples of MNE mergers (names of enterprises given) — each of which threatened
massive dismissals of 10,000 or more workers — which reflects an increased concentration
of economic power by MNES and consequent increasing influence on national policies.
These enterprises have shown “considerable reluctance” to implement government-
proposed measures to reduce hours of work and to create job opportunities. Moreover,
despite public aid granted to MNESs, more than 10,000 job losses were at stake for the sole
year of 1999. However, MNEs of French origin (names given) have not attempted to
actively apply the principles of the MNE Declaration either, as they have associated profit
growth with reduction in staff. With respect to the enjoyment of basic human rights, CGT
refers to the malfunctioning of many European Works Councils and several particular
cases, including a French enterprise in the automobile industry operating abroad (names of
enterprises and concerned countries of operation given). These cases show that
“declarations of intent” do not suffice when confronted with what is redly at stake.
Measures concerning MNEs specifically have not been adopted during the reporting
period, although, in arelevant context, alaw on information and consultation of workersin
European enterprises and groups of enterprises and on collective bargaining promotion
transposed the EU Directive on European Works Councils into national law. The social
partners were consulted in this regard and CGT regrets that the employers’ views prevailed
in that the referenced Act on Groups Councils (section L 439-24) reduces the scope of
existing national rights to information and consultation. CGT, moreover, forwards two
annexes containing detailed information on MNES' negative socia effects in the country,
including case studies and a table of “social misdeeds’ committed by certain MNEs in the
country between January 1999 and January 2000 (including names of enterprises and their
home countries, commercial sector of operation, French province/city affected with date of
“misdeed”, number of workers affected).

The Confederation of Gabonese Employers (CPG) reports that there is no reason to
allude to multinational enterprises because there are only subsidiaries of MNEs in the
country. Furthermore, it declares that subsidiaries of MNEs have made a large contribution
toward the promotion of economic and social welfare, improvement of living standards,
satisfaction of basic needs, creation of employment opportunities and enjoyment of basic
human rights. The existence of MNE subsidiaries has not led to a concentration of
economic power. There are no laws, policies, measures or actions with respect to MNE
activities. Installation agreements with the Government are signed as soon as an MNE
subsidiary is set up in the country. These agreements alowed the subsidiaries certain
advantages that no longer apply.
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Germany

Ghana

Greece

Guatemala

The Government of Germany reports that Council Directive 94/45/EC (22 September
1994) on the establishment of a European Works Council was given effect in national law
by the European Works Councils Act in October 1996. This Act creates the necessary
conditions for safeguarding the rights of employees to be informed and consulted about
Community-scale undertakings and/or groups of undertakings, thereby complementing
Germany’s Works Constitution Act (1972). In December 1997, the European Council
adopted Council Directive 97/74/EC extending Directive 94/45/EC to the United
Kingdom. The European Works Councils Adjustment Act of 22 December 1999, which
gives effect to this directive, correspondingly expands the scope of the previous Act.

According to the Confederation of German Employers Associations (BDA), MNEs,
like all other enterprises in the country, contribute to the promotion of economic and social
welfare and the other objectives mentioned in paragraph 1 of the MNE Declaration. Anti-
trust laws and anti-trust authorities prevent the concentration of economic power in the
country to the extent that such concentration restricts competition by any enterprise.

The Trades Union Congress (TUC) reports that its experience has been encouraging
because MNEs promote economic and social welfare, create employment, and improve
living standards, thus satisfying basic needs. The operations of MNEs may lead to a
concentration of economic power; however, this happens within national policy objectives
and in the interest of workers. It notes that the MNE Declaration principles serve asaguide
to mutual coexistence. All three parties are involved in furthering the aims of the MNE
Declaration asit is atripartite issue.

The Federation of Greek Industries (FIG) reports that MNEs have contributed to the
promotion of economic and social welfare, the improvement of living standards, the
satisfaction of basic needs, job creation and the enjoyment of basic human rights. The
activities of MNEs have not given rise to a concentration of abusive economic power
contrary to national policy objectives or workers interests. The Government, in
consultation with the employers and workers' organizations, pursues policies that can
serve the aims of the MNE Declaration.

The Government of Guatemala states that, in general, the experience has been
positive with regard to the contribution made by MNEs in the promotion of economic and
socia welfare, the improvement of living standards, satisfaction of basic needs, creation of
employment opportunities and the enjoyment of basic human rights. It also considers that
the way in which MNEs organize their operations has not led to a concentration of
economic power. The Government has taken relevant measures since 1996, such as the
Foreign Investment Act, the General Electrification Act, the General Telecommunications
Act and the General Hydrocarbons Act.

The Coordinating Committee of Agricultural, Commercial, Industrial and Financial
Associations (CACIF) states that in Guatemala, MNESs have not had a common policy and,
in some cases, their individual policies differ from those of the Government. It considers
that MNEs have not concentrated their economic power except in isolated cases of
monopoly, but these have been without significant consequences. It further states that the
Government of Guatemala has not implemented policies relating to the MNE Declaration.
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Guyana

Hungary

The Government of Guyana reports that there has been an upsurge in foreign
investment resulting in some positive impact in terms of economic and social welfare and
improvement of living standards. However, problems of unemployment and
underemployment still persist. The Government notes that the way MNES have organized
their operations has led to a concentration of economic power in some instances in which
more benefits are enjoyed by the foreign “parent companies’ than in the host country. As
to government initiatives with regard to MNES' activities since 1996, the Termination of
Employment and Severance Pay Act (No. 19 of 1997) was enacted, and covers al persons
who are employed, including employees of MNESs. Like other new laws and policies, the
Act was discussed in the tripartite body, which meets on a monthly basis.

According to the report submitted by the tripartite partners of Hungary, the
Government reports that, in the context of globalization and the completion of the EU
integration process, the role of MNEs in the Hungarian economy is strengthening and has a
great impact on living standards and, in broader terms, social policy. MNEs contribute to
the creation of new jobs and the implementation of national employment policy
proportionally to their growing role. MNEs integrate organically into the Hungarian legal
system. Hungarian labour legislation now basically complies with EU and international
principles, a development which has reduced the “sporadic conflicts of earlier times’.
Means and mechanisms of cooperation between the Government and MNEs were created
by the mid-1990s, and consultations regularly take place on various professional issues
including short-term and mid-term wage policy and employment policy. The
Confederation of Hungarian Industrialists, one of the tripartite partners, which conducted
widespread inquiries among employers adds that the role of MNES is stronger in the
development of the economy (building factories, up-to-date technology, advanced market
operations and organization management) than in promoting social welfare. The employers
indicate that MNEs greatly improve the equilibrium of the national economy through
capital investments and also transform professions so they can survive in the context of
globalization. The employers report that new jobs were created in the majority of
companies responding to the Survey though the numbers of jobs varied according to the
enterprise’s size and industry. Due to their high productivity rate, MNEs operate with a
substantially smaller number of workers than the Hungarian average, so their direct
employment benefits affect a relatively small social group which enjoys many
improvements in their standard of living, such as receiving 13th and 14th months' salary;
receiving regular salary increases and bonuses, enjoying sports facilities, discounts on
company products, pension plans, life, accident and travel insurance, medical care and
access to education, training and support for degrees in higher education. Primarily
management and better-qualified employees enjoy more favourable conditions. With
regard to concentration of economic power, the employers observe that due to their capital
investments, economic importance, technological superiority and export share, MNES play
aleading role in Hungary’s economy, and substantially contribute to the improvement of
the country’s economic equilibrium and the survival of certain industrial branches; their
influence is also obvious in political life. Corporate concentration gathered momentum
with the growing influence of MNEs. The employers report that they know of only a few
cases of abuse of economic power, mostly in smaller foreign-owned but not multinational
companies. The manoeuvring room of trade unions is reduced because of the decrease in
the unionization rate, but the employers do not know of any significant conflicts or
infringements of law. With regard to laws and policies, the employers point to amendments
to the Labour Code which provide security for employees in the event that the legal
identity of the employer changes. The employers report that legislation such as the new
Act on small and medium-sized enterprises, the strengthening of the outsourcing base, or
funding for the establishment of research and development facilities, all support the
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objectives of the MNE Declaration. The National Confederation of Hungarian Trade
Unions, the National Federation of Autonomous Trade Unions and the National Federation
of Workers' Councils, tripartite partners, report that the main objective of MNEs within
their branches is to make the best possible profit in conditions favourable to them. The
trade unions state that cheap, reliable, well-trained labour, as well as favourable conditions
provided by the Government, attracted MNESs to Hungary. The trade unions acknowledge
that MNES bring up-to-date technologies into national industry that have a positive impact
on export activity, but they have not enhanced the standard of living for those who lost
their jobs due to downsizing. According to the trade unions, MNESs “axed” more jobs than
they created. The trade unions indicate that the role of MNEs is too complex to explain
with general responses to general questions. In many cases, for example in the meat, glass
or ceramics industries, MNEs ssimply closed down facilities they had purchased under fair
or unfair circumstances, causing serious problems to employees and raising questions of
human rights. The trade unions acknowledge that, with some exceptions, MNEs are trying
to comply with legislation. However, they say that it is crucia for MNEs to show a
positive example to domestic enterprises and further report that consultations with social
partners are not yet at the expected level.

India

The Government of India reports that MNEs make an important contribution to the
economic and social progress of the country and the creation of employment opportunities.
It adds that MNEs operate and make investments within the framework of national
policies, laws and regulations, and hence, there is no conflict with national policy
objectives. However, the Government notes that there are apprehensions in the trade
unions that MNEs contribute to “outsourcing” and “contractualization” of jobs thereby
reducing the social security of workers.

Indonesia

The Government of Indonesia reports that, until mid-1997, the amount of FDI and the
role of MNEs in Indonesia increased significantly contributing to economic growth,
employment opportunities and improved living standards. However, the implications of the
growth of MNEs on basic human rights has not been determined. Since the mid-1997 onset
of financial and economic crisis, the role of MNEs in the country has been decreasing.
MNEs are widely diversified by ownership and by sector of the economy, so the operation
of MNEs does not lead to a concentration of economic power. In the mid-1990s, the
Government issued policies on deregulation, which are still applicable. The Government
reports that there have been no new governmental policies since 1996 that refer
specifically to the MNE Declaration.

Ireland

The Irish Congress of Trade Unions (ICTU) indicates that, within the framework of a
series of economic and social agreements negotiated on a tripartite basis at the nationa
level, the latest of which is “Partnership 2000 for inclusion, employment and
competitiveness (1996-2000)”, the contribution of MNEs to the economic and social
development in the country has been very significant. The successful strategy adopted by
the Government to attract foreign-owned MNEs had provided significant growth in
employment opportunities, and the living standards of workers engaged by them have
improved considerably. While enjoying favourable tax treatment, MNES' contribution to
the national economy also provides resources for improvements in national social services.
According to the latest data (1996), MNESs produce over two-thirds of gross output and
make up nearly 50 per cent of all manufacturing employment in Ireland. Almost 40 per
cent are US-owned, 16 per cent British-owned and 13 per cent German-owned. MNEs
export on average 90 per cent of their output compared to 33 per cent by national

MULTNCOMPILATION\2000-07-0003-17A.doc 29



Israel

Italy

Japan

enterprises. MNESs are a strong and influential obby, seeking to influence economic policy
and strategy. The nationa tripartite agreements, including the latest Partnership 2000,
contain measures to exploit the potential offered by MNEs, build and strengthen
indigenous industry and improve linkages between multinational and indigenous
enterprises. The Transnational Information and Consultation of Employees Act, 1996, was
enacted giving effect to a European directive (1983). Devel opments have taken place on a
tripartite basis.

The Histadrut (General Federation of Labour) reports that, in general, MNEs have
not invested in Isragl with the exception of the high technology sector in which several
companies (names of three MNEs given) employ the largest number of workers and which,
as a sector, is not organized. It reports that, since the situation in Isragl is not like other
countries, it has difficulty filling in the questionnaire.

The Government of Italy states that MNEs contribute to economic and socia
development, the satisfaction of essential needs and employment creation in line with
national legislation, ILO Conventions, and employment contracts. Despite the policies
pursued to promote new foreign investments in Italy, especially in the less developed
areas, where the unemployment rate is high, the amount of FDI declined from US$3,700
million in 1997 to US$2,611 million in 1998. The Government also notes that in December
1999 an MNE (name given) engaged in the manufacturing sector announced, at short
notice, its desire to close down its plant in Cisterna di Latina in the Province of Latina
affecting its 560 employees. However, another MNE (name given) in Brindisi (Puglia
region) ended its activities in consultation with the regional representatives of the Ministry
of Industry and Labour, the industrial associations and trade union representatives, which
alowed for the re-employment of the productive workers with arrangements for the
retirement of all the eigible workers. During the period under review, no cases of
concentration of economic power and abuse by MNES contrary to the workers' interest
have been observed, and no specific policy measures were adopted to further the aims of
the MNE Declaration.

The joint reply of the workers organizations of Itay, namely the Italian
Confederation of Workers' Unions (CISL), the Italian General Confederation of Labour
(CGIL), and the Italian Labour Union (UIL), indicates that they consider both Italian and
foreign MNESs to be an integral part of the country’s economy. MNES can constitute a
factor in social development in so far as they contribute to productive activity and
economic development, respect the fundamental Conventions of the ILO, national social
agreements and employment contracts. During the period under review the CISL, CGIL
and UIL report no knowledge of cases of concentration of economic power or abuse
contrary to workers interests. They do not believe any specific political actions or
proposals were presented in connection with the MNE Declaration.

The Government of Japan reports that Japanese companies continue to move into
other countries and that it has implemented various measures to assist its enterprises to
carry out their overseas business activities smoothly. The Government reports that in 1989
the Council on Industrial Structure issued a proposal, “Action (ten items) expected of
enterprises in development of their overseas business activities’, which provided, among
other things, that Japanese enterprises in other countries should respect trade unions and
establish good industrial relations. The Government notes that it has publicized this
proposal to the domestic industrial organizations of the enterprises concerned. In 1992, the
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Jordan

“ten items’ in the proposal were partially revised and a provision was added to address
safety. In addition, the Japan Institute of Labour (JIL) distributed a practical personnel
manual, compiled by region, to address overseas labour issues, and, since 1990, the JIL has
conducted seminarsin Japan on the overseas labour situation. Recent seminars also offered
information on EU market integration. Recent JIL seminars included one on setting up
operations in China featuring scholars and personnel administration officers of Japanese
enterprises operating in that country already. The JIL held seminars in Tokyo, Osaka,
Fukuoka and other locations during the most recent period on themes including business
and employee management, and industrial relations conditions in China. In addition, the
Government reports that, since 1991, the JIL has conducted 13 seminars in host countries
for personnel and labour relations officers of Japanese enterprises, including seminars in
countries in Asia, the United States, the EU and Latin America on topics ranging from
employment management to industrial relations. In 1999, the Japanese Government
commissioned a study in 23 countries, using workers, employers and research institutions
to collect information on a range of labour and economic problems resulting from rapid
changes in political, economic and social circumstances abroad. The Government reports
that, in 1998, it conducted a survey concerning the actual living and working conditions of
Japanese workers in overseas operations. The results of this survey are public; the 1999
survey on the sametopic is under way and the results will be released in 2000.

The Japanese Trade Union Confederation (JTUC-RENGO) states that foreign-
affiliated enterprises do not have a significant impact on the Japanese economy, industries,
employment or industrial relations because they only provide a small number of jobs. In
the current wave of globalization and “mega-competition”, the operation of MNEs
(personnel and employment policies) may have a certain impact on industrial relations in
Japan. JTUC-RENGO reports that there are about 2,000 enterprises that are majority
foreign owned, comprising 250,000 employees and sales of 20 trillion yen. JTUC-RENGO
points out that, given Japan’s total labour force of 56 million, foreign enterprises do not
have significant impact. JTUC-RENGO further notes that there is increasing FDI used to
buy out Japanese enterprises and start new businesses, especialy in finance, insurance,
securities, automobiles, leasing and retail, and FDI-related employment is likely to exceed
500,000 in afew years, which may have an impact on employment and wage systems.

The Government of Jordan reports that many benefits have resulted from the
presence of MNESs including the creation of job opportunities, the improvement of living
standards and quality of life for workers, the training of Jordanian workersin new fields of
work and new technologies, and the improvement of administrative systems for workers.
MNEs have not adopted policies or organized operations that have created real disputes or
violated laws. Several laws affecting MNEs were adopted since 1996, including Labour
Law No. 8/1996, Customs Law No. 20/1998, Companies Law No. 22/1997, Investment
Encouragement Law No. 39/1997, Finance Paper Law No. 23/1997, and National
Production Law No. 4/1998. All laws were adopted after many consultations with all
parties concerned. The Government notes that the Labour Law was adopted by Parliament
after severa years of negotiations with the social partners.

The Amman Chamber of Industry (ACI) concurs that MNEs in Jordan create
employment opportunities and improve living standards. Some foreign investors in banks
fired their employees to save expenses, an action which led to an industrial dispute that
was later settled. The purposes of the newly adopted laws are: the Customs Law aims at
simplifying customs procedures for importers and exporters; the Companies Law allows
any national or non-national to form a company in Jordan through a simplified procedure;
the Investment Encouragement Law encourages any interested party to invest in any
industry with or without a Jordanian partner; the Finance Paper Law facilitates trading,
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Kenya

irrespective of nationality, in Jordanian financial shares and bonds; the National
Production Law conforms dumping laws to WTO measures and policies.

The Government of Kenya reports that most of the MNEs and local investors have
been responding to government initiatives and incentives encouraging investment in
various economic sectors. MNES have “undoubtedly” contributed to economic and social
development in the country through the reinvestment of their profits into the economy,
thus increasing the country’ s GDP, and the creation of employment opportunities, resulting
in a rise in living standards. However, foreign-owned MNEs tend to dominate the
operations in most economic sectors as local investors lack sufficient capital to invest in
large-scale operations. Initially MNEs used to concentrate their activities in the
manufacturing sector although over the years they have extended their operations in
floriculture, agriculture, mining and service sectors. They have also contributed immensely
to the transfer of technology as they have heavily invested in the manufacturing sector. The
way the MNESs have organized their operations has not led to a concentration of economic
power. Since the adoption of various structural adjustment programmes, the country’s
labour laws have been under review so that they might be brought in line with the changed
economic situation. All the social parties are equally represented on the tripartite Labour
Advisory Board of the Ministry of Labour, which is entrusted with this task. The
recommendations of the independent chairperson are being examined by the competent
authorities pending their adoption into law.

Korea, Republic of

The Government of the Republic of Korea notes that, since the economic crisis,
MNEs are contributing to the Korean economy by increasing foreign currency reserves,
stabilizing job creation, introducing sophisticated technology and creating a transparent
corporate culture. There is an apprehension that the entrance of MNESs into the Korean
market causes a concentration of economic power, including selling off companies at
“firesale prices” and employee lay-offs. The Government suggests, however, that a closer
look reveals positive developments from the presence of MNES, including competition
between companies, technology transfer, improvements in financial structures and
enhanced transparency. The Government reports that the Fair Trade Law punishes MNEs
involved in unfair practices such as price-setting, or using their dominant position to
increase barriers to entry by competitors. The Government reports the following actionsin
the recent period to effect FDI liberalization: opening 41 businesses to FDI, in phases,
including property leasing; completely liberalizing the foreign acquisition of land;
transforming the acquisition system from approva into reporting; doing away with
restrictions on the ability of foreigners to purchase houses, commercial properties and non-
commercial properties; allowing foreigners to carry out mergers and acquisitions. The
Government also reports that: it adopted the Foreign Investment Promotion Act in
November 1998; increased the tax reduction period from eight to ten years, extending tax
reduction to more advanced technologies as well as to industrial support services; set up
the Foreign Investment Support Centre at KOTRA (Korea Trade Association) to offer
foreign investors consultation, information and approval at one site and to provide an
ombudsperson to assist with difficulties by foreign company staff in management and daily
living. There is increased flexibility in the labour market and an improved labour
environment because of the June 1998 implementation of a*“lay-offs and workers' dispatch
system”, expanding employment insurance to workplaces with more than one worker,
changing the wage system into a merit-based one, and improving the severance payment
system. Regarding consultation with workers' and employers organizations, the
Government reports that discussing and deciding on the reform agenda at the Tripartite
Commission was away to minimize anticipated social conflictsin the face of the economic
crisis.
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The Federation of Korean Trade Unions (FKTU) agrees, in general, with the
Government that FDI has played a significant role in contributing to the quick recovery of
the Korean economy, job creation, the improvement of corporate management, and the
introduction of technology. The FKTU notes, however, that the current FDI trend is quite
different from earlier investment, with a focus on speculative investment in financial
markets without resulting in new jobs. The domination of foreign capital in the Republic of
Koreaisincreasing, with about 7 per cent foreign ownership in the Korean stock markets.
Foreign ownership in the top 100 enterprises is “surprisingly high”. FKTU reports that
foreign investors have an influence on policies and decisions in nearly all industrial fields,
including labour relations. FKTU notes that a foreign chamber of commerce (name given)
developed a 1999 White Paper to put pressure on the Korean Government to revise labour
laws and make them more favourable to foreign capital. FK TU notesthat it is not hostile to
FDI, but “may be hostile to the impoalite attitude of foreign investors’ who do not follow
domestic and international customs and regulations on industrial relations. The social
partners have discussed and agreed upon many labour issues at the Tripartite Commission,
but issues regarding MNEs have never been discussed among the social partners. The
policy of the Government supports “the demands of the capitalists rather than those of low-
income classes’.

Kuwait

In their joint response, the tripartite partners of Kuwait report that very few MNEs
operate in the territories and that these have no effect on development or job creation.
Given the rules and regulations governing the operation of MNEs, their activities do not
conflict with national objectives. In the process of enacting laws and implementing
projects, the social partners are involved.

Latvia

The Free Trade Union Federation of Latvia (LBAS) reports that in the recent period
Latvia has attracted significant FDI due to its openness, dynamically growing economy,
liberal market regime, developed infrastructure, cheap and qualified workforce and
comparatively low income tax rates. FDI increased from US$936 million in 1996 to
US$1,685 million in the first half of 1999. Fixed capital investments grew from US$675
million in 1996 to US$1,138 million in the first half of 1999. LBAS reports that in recent
years an increasing amount of FDI is from those MNEs already active in Latvia; such
reinvestments have increased from 10 per cent in 1996 to 20 per cent in 1998. LBAS notes
that the attraction of FDI is a priority economic objective of the Government of Latvia,
which formed a Foreign Investors Council to promote institutional dialogue between the
Government and the main foreign investors. LBAS lists 15 foreign enterprises (names
given) that are members of the Council as well as the directors of Chambers of Commerce
of the United States, the United Kingdom and Sweden and directors of entrepreneurship
associations of Germany-Latvia. The issues discussed in this 1999 hilateral dialogue
between the Government and foreign investors, including the availability of a qualified
workforce, improvement of the educational system, tax policies and administration, are
also issues of interest to the trade unions. The operation of MNES has not yet led to a
concentration of economic power due to their “fragmentary nature’, including their
participation in a variety of branches, the existence of small enterprises and the small
percentage of fixed capital they represent. Nationa legislation provides the framework
within which MNEs must operate. In cases of privatization, their activities are aso
regulated under privatization regulations which can provide, for example, that a certain
number of employees must not be dismissed for a defined period of time after the change
in ownership.
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Lebanon

Lithuania

The Government of Lebanon reports that MNES operating in the country must abide
by national commercia law and the Labour Code which, in article 8, explicitly includes
foreign firms in its scope. All enterprises must employ a certain number of Lebanese and
comply with laws regulating the employment of foreigners. MNES, in general, contribute
positively to the economic and social development of the country and to job creation. The
Government reports that it has taken measures to encourage FDI, including reducing
income tax and customs duties on imports. Through its General Institute for Encouraging
Investments, the Government provides the following services. detailed and reliable
information on the investment climate including incentives and opportunities available for
private investment; coordinating public and private programmes to develop important
sectors such as manufacturing, tourism, agriculture and health care; assisting investors to
set up companies;, providing broad-ranging assistance in implementing projects,
establishing a*“ one-stop shop” for investors to acquire all necessary permits/licences, etc.

The Government of Lithuania reports that no particular abuses by MNESs have been
noted. In some cases, when foreign companies are buying state-owned enterprises
dominant in certain sectors, working groups including state and local authorities work with
investors to address problems of development of sectoral activities, investment, and
employment. Recent groups have been formed for the sugar industry and milk production.
Infringement of the labour laws, which are binding on all enterprises, including MNEs,
does occur in both MNEs and national enterprises (names of two joint-stock companies
given). Draft legidation is prepared by the Tripartite Board of Lithuania, which receives
proposals from permanent commissions of labour relations and payment. In 1999, the
permanent commissions considered and submitted conclusions to the Tripartite Board on
such problems as irregular labour conditions, problems of payment or delayed payment of
wages, and limitations on working time.

The Confederation of Lithuanian Industrialists (LPK) reports that concentration of
economic power in MNES has created a tension between socia partners, negative public
reaction and social breaches (repeal of concessions, increasing tariffs for services, etc.).
The LPK adds that it is not aware of any consultation between the social partners on the
establishment of MNEs in Lithuania, and cites an example of alaw reform initiative during
a privatization process of which the social partners were not notified and in which they did
not participate.

The Centre of Lithuanian Trade Unions (LTUC) adds that the concentration of
economic power in MNESs has led to unrestrained rises in the price of goods and services
and arise in unemployment. It also states that no consultations were held with trade union
organizations before the adoption of laws on MNEs.

The Unification of Lithuanian Trade Unions (LPSS) reports that FDI has grown
steadily over the past five years, particularly due to privatization (names of 15 companies
investing or locating in the country given), and that MNEs play a significant role in the
economic development of the country. They draw upon a qualified but cheap labour force,
without seeking to increase wages.

Madagascar

The Independent Trade Unions of Madagascar (USAM) report that three regimes are
used to govern investments: the droit commun, the Investment Code and the Industrial
Free Zone Code. Following a change in government policy in 1996-97, the Investment
Code has been repedled to promote FDI and create a vibrant exports sector. As an

34

MULTICOMPILATION\2000-07-0003-17A.doc



instrument to attract foreign investment, the code for free zones provides for improvement
of local professional skills through training and transfer of new technologies as well as job
creation since local enterprises are not able to absorb the local labour supply. However,
practice reveals that the principles of the legislation are frequently transgressed, leading to
practices that run counter to the fundamental rights of workers. Thereisaprogressive trend
toward MNE economic concentration as Madagascar is highly dependent on imports
(40-53 per cent of inputs); in addition, 75 per cent of inputs used by MNEs are of foreign
origin. This situation gives a lot of power to management in negotiations on wages and
conditions of work. The USAM further report that no laws, policies, measures or actions
with regard to MNE activities have been adopted by the Government during the reporting
period.

Malaysia

In their joint response, the tripartite partners of Malaysia indicate that MNEs have
contributed positively to the promotion of economic and social welfare and have generated
employment opportunities, leading to improved living standards. In some cases, however,
MNEs have ceased their activities on short notice, resulting in thousands being
unemployed all of a sudden, which has been a source of anxiety in the country. The
Government and the Malaysian Employers Federation (MEF) agree that MNEs have not
organized their operations leading to a concentration of economic power, and the
employers add that the economy is well diversified and not concentrated in MNES.
However, the Malaysian Trades Union Congress (MTUC) is of the view that MNEs have a
dominant position in the electronics sector and play a major role in other sectors of the
economy as well. The tripartite partners report that no specific laws apply to MNES and,
hence, all enterprises are treated equally.

Malta

The General Workers Union (GWU) reports that there are four magjor MNEs in
Malta, operating in the electronics, toy and banking sectors (names of MNESs given). The
MNE in the electronics sector accounts for approximately 55 per cent of Malta's total
export revenue and has significant impact on employment. The national economy is
therefore “precariously dependent” on this particular MNE’s operations. As an example,
the union notes that Malta ratified the ILO Night Work (Women) Convention (Revised),
1948 (No. 89), in 1965 but denounced its ratification in 1991 despite trade union
objections because of the MNE's (name given) influence. The electronics MNE and the
banking MNE (names given) are Malta's largest private sector employers. According to
the union, the electronics MNE (name given) has good employment standards and isin a
position to influence national working conditions standards. The way that MNEs have
organized their operations has led to a concentration of economic power, abuse and
conflicts with national objectives and the interests of workers. No new laws, policies or
action regarding MNEs have been adopted by the Government in the reporting period.

Mauritius

The Government of Mauritius states that MNESs make a very positive contribution in
the country to economic and social welfare, improvement of living standards, satisfaction
of basic needs, creation of employment opportunities and the enjoyment of basic human
rights. The way in which MNES organize their activities has not led to a concentration of
economic power. In January 2000, the Government passed the Development Incentives
(Regional Headquarters Scheme) Regulations to encourage MNES to use the country as
their base of operationsin the region.
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Mexico

The Government of Mexico reports that MNEs have played a positive role in
improving working conditions and living standards, with the effective wages per employee
increasing at an average annual rate of 1.8 per cent between 1996 and 1999. Wages are
equivalent to more than nine times the minimum wage. The Government reports that
employment increased by an average of 14.2 per cent annually during this period. The
Government reports that MNEs respect national labour law. Mexican law includes
mechanisms to prevent the concentration of economic power in MNES, without
compromising corporate efficiency. Under the Regulation to Promote and Regulate
Mexican Investment, MNEs are legally obligated to present information on their
investments and operations no more than 60 working days after they take place. The
Government states that it has no information regarding disputes between MNEs and
national policy objectives because MNEs must operate in compliance with national law,
especialy the Foreign Investment Law. In the event there are such disputes, the Governing
Council of Conciliation and Arbitration (JFCA) is the industrial tribunal established under
the Federal Labour Law to hear and settle labour disputes of a federa nature which may
arise between workers and employers regarding industrial relations. The JFCA applies the
Federal Labour Law, collective agreements, the Contracts Act and other industria
legislation pertaining to working conditions and industrial relations in al disputes
regarding national or multinational enterprises. The law relating to MNES, which predates
the reporting period, complies with the aim of and spirit of the MNE Declaration.

The Confederation of Mexican Workers (CTM) reports that the established conditions
and rules relating to MNES have not changed, given that the objective is job creation and
economic growth. It confirms that there has been progress in employment generation in
Mexico, but it notes that the industrial restructuring process resulting from the North
America Free Trade Agreement (NAFTA) signed with the United States and Canada has
rai sed issues concerning supply of workers.

Moldova, Republic of

The Government of the Republic of Moldova reports that it has sought to promote
optimal conditions for FDI and export in order to address the current national economic
situation by accelerating structural reforms, supporting entrepreneurs, improving corporate
management, generating new jobs and the transfer of technologies. Unfortunately, the
results have, so far, not been as positive as expected and the creation of several MNES has
not contributed to an improvement of the labour market situation. However, it notes that
there are prospects for MNES to make an important contribution to the economic recovery
and reduction of the unemployment rate in the future. The MNES do not have a dominant
position in the ownership and operations of the national economy and the way they are
organized has not led to any concentration of economic power. There has been a constant
effort to improve the legislative framework that covers different economic and social areas
in keeping with international human rights principles. Accordingly, a series of legidative
instruments in the labour and socia security domain have been drafted during the reporting
period. On 19 July 1996, Act No. 985-XIIl on restructuring enterprises was passed. It
creates a favourable condition for setting up MNEs and local enterprises under new forms
of ownership. A number of legislative instruments have also been passed providing for the
creation of SEZs to attract foreign investment. These include: Act No. 1527-XI1I of 19
February 1998, on the creation of the “Valcanes’ Industrial Park; Act No. 1529 of 19
February 1998 on the creation of the “Tarcalia’ Industrial Park; and, Act No. 1565 of 26
February 1998, on the creation of “Otaci” Business Park. Negotiation and collective
bargaining agreements play an important role in social protection and the promotion of
socia dialogue. Further, the Government has approved the proposal to develop a social
dialogue system by issuing Decision No. 356 of 26 April 1999, which provides for the
principle of voluntary negotiation between the social partners. The Trade Union Bill and
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Morocco

the Employers’ Organization Bill, which are under review by Parliament, are expected to
be passed, reinforcing social dialogue. The Bills concerning the creation of the National
Placement and Vocation Training Agency and the Unemployment Fund are due to be
passed in the near future. Act No. 332-X1V of 26 March 1999 is in place, with the aim of
creating a favourable climate for the development of entrepreneurial activities. Once this
law is passed, the number of activities requiring government authorization will be greatly
reduced. Among the fundamental measures to renew the economy are measures aimed at
enterprise restructuring and reform provided in Decision No. 340 of 26 April 1999.
Industrial enterprises will have to change their sale policies, reduce their production costs,
convert short-term into long-term debt and so on. In addition, Decision No. 1038 of
October 1999 on the approval of modifications and completion of certain decisions,
facilitates the procedure for registration of enterprises. Laws and bills have been drafted
with the participation of employers organizations and trade unions.

The Democratic Labour Confederation (CDT) reports the activities of MNES in
Morocco provide relatively stable employment and wage levels higher than those in
domestic companies, resulting in less social strife than in local companies. The
Confederation reports that, despite these positive contributions, the fear of relocation of
MNEs and resulting lay-offs remains high. The Confederation notes that the Moroccan
Government’s general policy is to provide a positive environment to attract FDI and that,
especialy with a recent increase in unemployment levels, it is encouraging investment to
provide work opportunities. There is a certain amount of economic concentration in some
sectors, such as detergents, carbonated drinks and dairy by-products. Though this may lead
to “certain excesses for the consumer”, the union has not noted any infringement on the
interests of workers. No laws regarding the activities of MNEs have been promulgated
since 1996 to further the aims of the MNE Declaration.

Mozambique

Myanmar

Nepal

The Workers Organization of Mozambique, Union Headquarters (OTM-CS)
indicates that the experience with MNEs has been good, so far, as they help increase,
maintain and expand the social and economic infrastructure. The OTM-CS believes that
the way MNEs have organized their operations has led to a concentration of economic
power, and that some MNESs abuse not only the rights and interests of workers but promote
the sale of food products which are either past the sell-by date or inappropriate. MNES, in
comparison with other “foreign companies in the same category”, pay low wages to the
local workforce. A regulatory measure, to which unions contribute, was enacted
concerning industrial free zones.

The Government of Myanmar reports that the country’s experience with MNEs has
been limited. The way MNEs have organized their operations has not led to a
concentration of economic power.

The General Federation of Nepalese Trade Unions (GEFONT) reports that although
the number of MNEs in Nepa is not considerable, they have created employment
opportunities and improved the standard of living for their employees who are well paid in
comparison to those who work in other enterprises. However, MNEs do not assist social
welfare and “no contribution towards the enjoyment of basic human rights has been
observed”. Concentration of economic power is a natural phenomenon in the operation of
MNEs. MNEs have a comparative advantage over native entrepreneurs and can pay higher
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wages. MNEs have a great deal of influence in the administration of the country. Conflict
between MNEs and workers exists, but no serious disputes or struggles have been
observed. Since casualization and contracts are major forms of employment, union
activities are not strong in MNEs. No new legislation was introduced during the reporting
period except a revision of the Industrial Act to attract FDI, and was not based on any
consultation with social partners.

Netherlands

The Government of the Netherlands indicates that it is important to note that, in
general, MNEs are treated in the same way as national enterprises under Dutch law. The
information contained in replies to previous Surveysis still applicable.

New Zealand

Nicaragua

The Government of New Zealand indicates that a new government was elected at the
end of 1999 and some of the national policies and legislation referred to in this report are
presently under scrutiny of the new Government. In some cases, this scrutiny has led to
decisions to repeal national legislation, including the Employment Contracts Act.
According to the Government, New Zealand has generally welcomed and encouraged
overseas investment from all countries. However, some controls are maintained both to
ensure that undesirable investment (particularly in relation to land greater than five
hectares in ared) is discouraged and for statistical purposes. The Government recognizes
the contribution MNEs make to the economy through the inflow of capital, increased
competition and efficiency, encouragement of exports, inflow of knowledge, skills and
technology and the provision of both direct and indirect employment. The operations of
MNEs have not resulted in a significant concentration of “market power” or any abuse or
conflict with national policy objectives or the interests of workers as they are required to
abide by New Zealand statutory requirements. No new laws, policies, measures or actions
have been implemented during the period covered by the Survey.

The New Zealand Employers Federation (NZEF) indicates in its comments on the
Government’s report that it agrees with the Government, adding that MNEs bring with
them a wide range of management practices and increased access to global networks
according to a mgjor study done in 1995 for the American Chamber of Commerce in New
Zealand. Theissue of FDI remains contentious with “certain political parties’ but “thereis
agreement among most economists about the benefits of FDI for the recipient country”.

The New Zealand Council of Trade Unions (NZCTU), commenting in its report on the
Government’s report for the Survey, points out that it is impossible to completely assess
the effects of MNEs on economic and social welfare and that MNEs have used existing
industrial relations legislation that does not comply with international labour standards
with the same “de-collectivizing effects’ as local business. Their operations have led to a
concentration of power, particularly in the banking and telecommunications sectors, and
abuses that may have occurred are similar to experiences in local enterprises under the
Employment Contracts Act, 1991, which isto be repealed. The NZCTU notes that national
elections held in November 1999 brought a new coalition government. This coalition has
announced a programme which includes changes in economic, trade and industrial
relations policy. It has made a commitment to ratify ILO Conventions Nos. 87 and 98. The
NZCTU is being fully consulted as a socia partner on the implementation of these
policies. It notes that the policies of the 1996-99 period are largely of historical interest.

The Government of Nicaragua reports that its country’s experience with MNEs has
been significant. MNEs maintain constant cooperation with the Government and with the
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Norway

Oman

social partners, provide permanent sources of work, apply social policies beneficial to the
working class and foster social stability. MNES observe labour, tax and other laws imposed
by the country to ensure harmony with government policies. The Government reports that
several law reform initiatives were undertaken during the reporting period; they were the
subject of extensive consultations with the socia partners. The Labour Code was adopted
as Act No. 185 on 30 October 1996 and was published in the Official Gazette, Year C,
No. 205 (30 October 1996). A Ministerial Decision was adopted on 23 January 1998
concerning work in the free zones of the Republic of Nicaragua, which recognizes that free
zones are covered by national labour law. The Ministerial Decision provides that “labour
relations harmony should be facilitated between workers and employers who develop
activities in such zones, through standard-setting frameworks based on the principles of
equity and social justice so as to ensure that basic human rights are not undermined,
discriminatory measures are not used, and the general conditions of work established by
law are not violated ...”. In addition, an agreement was signed between the free zone
enterprises and the Ministry of Labour to ensure respect for international Conventions
which Nicaragua has ratified prohibiting the exploitation of minors. The agreement
supports a policy prohibiting recruitment of persons under 18 to work in the enterprisesin
the free zones. Moreover, the National Assembly of the Republic of Nicaragua adopted
Decree No. 24-20, which amends Decree No. 46-91, known as the Industrial Export Free
Zone Decree. It provides, inter alia, that, in order to benefit from any tax relief, the
enterprises in a free zone must maintain a reasonable number of workers and must
maintain the same level of wages and socia benefits as those they offered in their request
for admission to the free zones, and al individual employment contracts must meet these
requirements. The Decree also requires free zone enterprises to adopt policies which foster
the overall development of the worker and create conditions conducive to labour welfare
and meet a range of standards on wages and overtime pay, social benefits, training, safety
and health, the non-recruitment of minors under 14 years of age, freedom of association
and the publication of information (including codes of conduct) to workers (section 25). In
addition, it requires enterprises in the free zones to take a range of safety and protection
measures, including informing workers of risk and hazards; taking necessary steps to
reduce dangers; providing protective gear, first-aid equipment, training, adequate hygiene
facilities and potable water; investigating accidents and taking appropriate corrective
measures; and establishing an occupational safety and health commission for the free
Zones (section 26).

The Government of Norway reports that the activities of MNES have not given rise to
conflicts with national policy objectives and that MNES are legally in the same position as
national enterprises. Existing national legislation fulfils the principles of the MNE
Declaration, thus there is no need for any specific regulation of MNEs. Several legislative
developments have been aimed at improving or securing cooperation between employers
and employees. In 1996 the rules implementing the European Community’s Directive on
European Works Councils came into force in Norway. The Government adds that in
November 1995 the Norwegian Confederation of Business and Industry and the
Norwegian Confederation of Trade Unions concluded a collective agreement on European
Works Councils. Furthermore, a committee, including representatives of the socia
partners, drafted a report on employees’ rights when employed by groups of companies,
whether national or multinational in nature.

The Oman Chamber of Commerce and Industry (OCCI) reports that MNES play a
major role in the economic and social arena by creating employment opportunities and
improving living standards through their taxes, which are diverted into other social sectors,
such as health and education. In terms of concentration or abuse of economic power, there
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Pakistan

Panama

has been no difficulty since Oman does not allow any workers' organizations and all
MNEs must comply with national policy objectives. There have been no new measures
directed towards MNEs to further the aim of the MNE Declaration during the period under
review.

The Government of Pakistan replies that MNEs contributed toward the economic and
social welfare, the promotion of industrial activities, the improvement of living standards
and the creation of additional employment opportunities in the country. The way in which
MNESs organize their activities has not led to a concentration of economic power. During
the period under review, no specific laws, policies and actions regarding MNEs have been
adopted.

The National Labour Federation of Pakistan (NLF) does not see any progress in
respect to experience with MNES, nor have any relevant laws been adopted during the
reporting period.

According to the Pakistan Labour Federation (PLF), only compulsory contributions
are made by MNEs, those which are made to the Government in the name of a workers
welfare fund which is not being used for its stated purpose. The operations of MNES have
“certainly led to a concentration of economic power” at their headquarters and, indirectly,
in the governments of developed countries where the headquarters are based. The PLF
states that no new laws have been adopted to further the aims of the MNE Declaration.

The Government of Panama states that during the period under review, the
development policies in force, which are identified in a document, “Public policies for
integral development: Social development with economic efficiency” attract FDI, increase
productivity and exports of goods and services, increase employment, raise GDP, reduce
poverty and achieve more equitable income distribution. Although the policies established
for the reporting period did not explicitly include strategies to attract MNEs, they are
designed to address restructuring of public enterprises in specific sectors, using
privatization and concessions as means of improving services, cutting prices, and thus
making the economy more competitive. Labour policy sought to create labour market
conditions that would increase employment levels, make labour |egislation more attractive
to foreign investors and improve productivity. In order to attain these objectives, the
Government reformed labour legislation to ensure greater flexibility in the recruitment of
labour, thus alowing enterprises to cut their labour costs. Under the new laws special
tribunals were established for the administration of some labour provisions formerly under
the Ministry of Labour and Labour Development (MITRAL), thus reducing state
intervention. The Government reports that, under a government programme for
privatization, MNE contributions resulted — at least initially — in higher productivity,
operational efficiency and lower costs in several privatized sectors, notably
telecommunications and electric power, port operations and management and transport
infrastructure; some results of privatization will need more time to assess. On balance, an
assessment of the contribution made by MNEs towards national development during the
reporting period is favourable in terms of economic and social welfare, the creation of
employment opportunities (infrastructure development), improvements in productivity due
to the introduction of advanced technologies and a contribution towards national efforts to
raise the living standards of the population. As to concentration of economic power by
MNEs, the Government indicates that general economic policy during the period under
review was based on the principles of free competition and efficiency for national and
multinational enterprises. Existing regulations were maintained and new machinery created
with a view to preventing monopolies, collusion and a concentration of power. In the
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Peru

context of privatization, concession contracts were used to set a time limit for eliminating
monopolies. The laws, policies and measures adopted by the Government during the
reporting period were of ageneral nature intended for all enterprises, not just MNEs.

The workers' organization Convergencia Sndical states that 1995 and 1996 reforms
of labour law and enactment of special laws on EPZs in order to attract more foreign
investment and MNEs have led to deregulation and relaxation of labour standards,
resulting in loss of jobs, higher costs, low wages and precarious conditions. It notes in
particular the process of privatization of state enterprises which has directly involved
MNEs in strategic economic development activities. Rather than improving socia and
economic welfare or creating new jobs, privatization has resulted in significant job losses
and price increases, directly increasing the cost of living without concomitant wage
increases. This has given rise to a series of conflicts with the objectives of national social
policies and an alarming rise in poverty in the country and, in some sectors, atotal lack of
trade unionism. No measures and actions relating to MNES' activities have been taken
specifically to further the aim of the MNE Declaration, but the organization notes that new
measures to attract foreign investment include: Act No. 19 of 1996 approving the
Multilateral Agreement on Investment Guarantees, Legislative Decree No. 7 of 1997
establishing the National Economic Council; Act No. 54 of 1998 respecting the legal
stability of investments; and Act No. 31 of 1999 amending the previous instruments.

The Government of Peru states that MNEs play an important role in the Peruvian
economy and Peru’s experience has been favourable. It reports that privatization of state
enterprises has led to more foreign investment, lower prices, and in general, a higher
standard of living. The net result is higher productivity but not increased employment. The
Government cites as an example the benefit derived from the generation of direct and
indirect employment by the activities of an MNE in the telecommunications sector (name
given) and the privatization of petrol stations. The presence of MNEs does not mean a
concentration of economic power. The laws and regulations favouring investment and
privatization of public enterprises existed prior to 1996 (specific citations given). In
addition, in recent years, relevant supervisory and regulatory agencies have been created,
including the Commission for the Promotion of Private Investment (COPRI), the
Supervisory Agency for Energy Investment (OSINERG), the Supervisory Agency for
Private Investment in Telecommunications (OSIPTEL), the National Administration for
Sanitary Services (SUNASS) and the National Institute for the Protection of Intellectual
Property (INDECORP!).

The General Confederation of Workers of Peru (CGTP) reports that in Peru the
installation of MNES has had a negative effect because, whilst new technol ogies have been
introduced, the social cost has been high due to the redundancies that have occurred (two
names of MNEs given as examples;, one of them the same as that named by the
Government as indirectly creating jobs). The accent is placed on outsourcing in MNES,
with wages and working conditions being made more precarious as a result, and so
workers cannot join trade unions and therefore do not have access to collective bargaining.
CGTP aso says that MNES are given a free rein through the labour policy established by
the current Government, so that the State itself can be considered “the main violator of
international standards’. The laws enacted since 1996 have led to an increase in abuse of
workers and, as far as the MNE Declaration is concerned, confirm its view that the
Government applies a vertical policy; workers are never consulted in the development of
employment policy at macro and micro levels.
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Philippines

Poland

The Government of the Philippines, which submits its reply through a number of
government agencies, states through the Institute for Labor Studies (ILS) of the Philippine
Department of Labor and Employment, that the country hosts 238 MNEs operating in the
following sectors: mining, energy and water supply, construction, wholesale and retail
trade, hotel industry, transport, storage, communication, financial services, real estate and
commerce. Foreign investments complement national efforts of employment creation and
transfer of technology. Depending on country of origin and on their changing regional
strategies due to globalization, MNEs can bring positive or negative effects in terms of
promotion of economic and socia welfare, living standards, satisfaction of basic needs, job
creation and observance of basic human rights. The Institute for Labor Studies (ILS) states
that MNES weak impact on employment is evidenced by government figures showing that
these enterprises employed approximately 1 per cent of the total workforce of the country
in 1997 (citing figures of the Bureau of Labor and Employment Statistics; table included).
Moreover, recent restructurings to rationalize and downsize activities have led MNEs to
relocate elsewhere, where nine multinationals transferred their activities (names given),
and two MNEs (names given) decided to relocate their operations el sewhere by early 1999,
affecting more than 150 workers respectively. ILS refers to statements by the private think-
tank, the Economic Intelligence (EIU), who indicated that globalization and the ensuing
need to ensure competitiveness were two main factors underlying the decision of existing
MNEs to restructure their regional operations. The ILS further refers to an EIU survey,
quoted in the article, which listed concerns of MNE executives, in order of priority, such as
inefficient infrastructure, bureaucracy, rigid labour environment and “capricious court
system”’. MNES' effects on employment in the country can also be revealed through
foreign investment figures, that indicate a decrease in 1999 compared to 1998. The
Philippine Economic Zone Authority (PEZA) of the Department of Trade and Industry
states that one of the effective strategies to enliven the Philippine economy is to invite
MNEs to set up manufacturing facilities in the country and engage in export from
economic zones. PEZA reports a tenfold increase in annual ecozone investments between
1994 and 1998, of which FDI accounted for 92.5 per cent of “locator” investments
(exports, services, utilities and facilities), and 15.3 per cent in ecozone development
activities mainly realized through joint ventures with nationals (identifying FDI countries
of origin with percentages). In all, 110 ecozones are registered under PEZA, 56 of which
are already operating, with the rest in various stages of development. With respect to
MNEs organizing their operations in away that leads to concentration of economic power,
PEZA reports no observed case of abuse or conflict during the last four and half years. ILS
mentions that, in the framework of tripartite consultations held in 1997 to discuss issues
related to MNEs and FDI, benefits, problems and issues surfaced. The Employers
Confederation of the Philippines (ECOP) affirmed some of the benefits while workers
organizations, namely, the Trade Union Congress of the Philippines (TUCP) and the
Federation of Free Workers (FFW), cited alleged violations by MNEs of the Universal
Declaration of Human Rights, ILO Conventions, national laws and regulations and
“ordinary standards of decency and equity”. The FFW is also reported to have indicated
that MNEs do not generate enough employment opportunities and that the jobs in MNES
entail low skills and are of a provisional and casual nature.

The Government of Poland reports that foreign-owned enterprises play a significant
role in the national economy. By mid-1999 there was more than US$35.5 billion of FDI in
Poland. Statistics of the Foreign Trade Research Institute illustrate the significant role
played by MNEs in the national economy: in 1997, MNEs accounted for 12.8 per cent of
all registered economic entities and 12.5 per cent of total employment; MNEs owned 15.3
per cent of capital assets and 27.7 per cent of active assets; MNE investments were 40.2
per cent of all investments in Poland; MNEs were responsible for 43 per cent of Polish
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exports and 49.9 per cent of Polish imports (tables attached). The Government notes the
emergence of foreign capital concentration in the country, with the ten biggest foreign
investors responsible for 30 per cent of capital investment, according to data from the
Polish Foreign Investments Agency. Sixty-six corporations invested more than US$100
million each, including five companies with more than US$1 billion, the next five with
more than US$500 million, and 22 companies with about US$200-500 million in
investments. However, the Government has no knowledge of any cases of MNES using
their dominant position in an abusive manner, or in conflict with national policy objectives.
Nevertheless, certain problems exist, including: the lack of cooperation between MNES
and the national research and development “basis’; and MNES' practice of using cheaper
labour in other countries instead of domestic suppliers, while still treating Poland as the
primary market for their products.

The All-Poland Trade Union Alliance (OPZZ) reports that the Polish experience with
MNEs has been positive and brings the potential of promoting EU standards and building a
“civil society”. There are cases where the labour law in force is not observed, such asin
retail supermarkets, but a more positive experience with MNEs occurs in industrial
production and in services, such as hotels. Legidation has not been changed regarding
MNEs' activities, though activities are ongoing to conform national laws to EU law. The
OPZZ notes that national law is considered advantageous for MNES.

The Independent Self-governing Trade Union “Solidarnos¢” (NSZZ Solidarnosé)
reports that, from the workers viewpoint, experiences with MNEs vary. There are
examples of MNEs creating jobs, improving living standards and working conditions,
ensuring good health and safety conditions and respecting human rights and trade union
rights. NSZZ Solidarnosé¢ reports that there have also been negative experiences, with
some MNEs focused only on profit-making at the expense of the wages and working
conditions of employees. NSZZ Solidarnos¢ notes a negative perception about some
MNEs which, despite being known to respect workers' rights and union rights in other
countries, have effectively blocked trade unions organizing in Poland, mainly in
supermarkets. MNEs have the strength and size to put Polish companies out of business.
When there is high unemployment, MNEs dictate wages and working conditions,
especialy taking advantage of low-skilled labour who often work overtime without proper
remuneration and are easily replaced. The union's view resembles that of the
Government’sin considering that MNEs frequently take advantage of cooperative supplies
from other countries, treating Poland as a market for their products only. Despite attempts,
there has been no consultation between the Government and trade unions. NSZZ
Solidarnos¢ notes the positive role of the ILO in attempting to establish a full dialogue
between the Government, employers' and workers' organizations.

Portugal

The Government of Portugal states that the question is far too broad for a specific
answer but MNEs have helped create jobs. As a result of investment agreements with the
State, some MNEs have been instrumental in developing regions affected by industrial
restructuring. Under the investment agreements, MNEs must provide workers with
instruction in the latest technological developments and train them in their use, which is
conducive to better employment. The Government states that the world economy is geared
to conglomerates; however, there are few national statistics on MNE consolidation. There
are data for 1996, 1997 and 1998 on foreign investment and disinvestment flows
(included). In Portugal, there is foreign investment in 6,194 enterprises, 142 of which have
more than 1 million escudos registered capital (US$1 =200 escudos). The Government
considers that companies with a registered capital of more than 1 million escudos would
include MNEs according to the criteriain the MNE Declaration. According to an unofficial
study carried out in 1999 on the 500 biggest enterprises, 162 of them had foreign
shareholders (18 different nationalities) with a controlling interest (table with data
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Romania

included). No specific policies or laws have been adopted since 1996 for MNEs. MNEs are
covered by ordinary labour legidlation aswell as by collective agreements for the sectorsin
which they operate. Exceptionally, legislation was adopted which made the Central
Directorate of Community-Sized Multinational Enterprises (DCEMDC) responsible for
consulting and informing workers. The law in question is Act No. 40/99 of 9 June which
introduced into domestic legidlation Directive No. 94/45/EC of 22 September 1994 on
European Works Councils. Workers and employers' organizations were consulted as the
law was being drafted. The Government further refers to a resolution adopted in 1999 by
the Assembly of the Republic concerning enterprise relocation processes. See infra
“Employment security”.

The General Union of Workers (UGT) indicates that foreign enterprises undoubtedly
lead the way in making the Portuguese economy increasingly international. Their share of
Portuguese exports increased considerably through both direct exports from company
branches and through subcontracting relationships established with domestic
manufacturers (example of named joint venture in automotive industry given). Basic state
support has been essential for foreign investment in a country which could be described as
peripheral when it comes to a distribution network. MNEs, attracted by investment
agreements with Portugal, and its location within the EU, are important for job creation
and have helped local and regiona development in depressed areas which were pools of
unemployment. This was particularly true, for example, in one region (name given) where
the departure of traditional industries caused massive structural unemployment. Not only
did the arrival of MNESs bring about an increase in employment, it also prevented further
collective dismissals or closure — or even the threat of closure — of companies which were
acquired by MNEs. However, there have been instances of failure to perform investment
contracts, causing very serious socia problems by generating irreversible long-term
unemployment (example given of a named company in the automotive industry in 1998).
The UGT adds that in given sectors through franchising or other contracts, some MNES
enter national territory and import into the operations models of work organization and
hiring systems which make a decisively adverse contribution to what is known as “the
effectiveness crisis in the right to work”. The UGT further perceives that globalization of
the economy has led to economic concentration. This necessarily leads to abuses which run
counter to workers interests when it comes to the quality of employment and greater
democracy in the decision-making process within the enterprise. In addition, these
enterprises, indirectly, hold economic sway over a very large number of small businesses
which are dependent on them. The union indicates that the Government has studiously
ignored the MNE Declaration. However, the Assembly of the Republic issued a resolution
on the process of enterprise relocation (also referred to by the Government). That
resolution, which was adopted on 11 March 1999 as a result of a PCP draft, is not binding
but more a declaration of principles, values and concerns to guide the Assembly of the
Republic in any action it may take and in its relationship with other sovereign bodies on
FDI and the relocation processes. However, the ILO and MNE Declaration are not
specifically mentioned in it. For details, see infra “ Employment security”.

The Government of Romania reports that direct international investments contribute
considerably towards economic growth, employment, transfer of technology and structural
adjustments. However, and despite the competitive production factors offered by Romania,
such as atrained workforce, good local market and raw materials, the volume and quality
of foreign investment are far from giving foreign capital the role of catalyst and stimulant
that it could play in the transitional process towards a market economy. Moreover, while
MNE operations have not really led to a concentration of economic power, according to
the Government the behaviour of foreign investors demonstrates a clear preference for
regions with the highest level of development which provide a competitive advantage. This
regiona disparity in foreign investment has led to growing interregional discordance.
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Rwanda

Legidation after 1996 was reformed to stimulate foreign investments and to grant certain
facilities to foreign investors (Emergency Order No. 92 of 1997 and Act No. 241 of 1998
approving Emergency Order No. 92 of 1997). A continuing effort has been made to align
labour and social protection with the aims of the MNE Declaration. In this context, a series
of regulations has been elaborated which furthers the fulfilment of the MNE Declaration’s
goals. Recognizing the role of the social partners in establishing economic and social
policy, the Government has given special importance to the institutionalization of social
dialogue through the creation of the independent, tripartite Economic and Social Council
(Act No. 109 of 1997). The Government has also adopted laws to promote employment
and vocationa training: Act No. 145 of 1998 establishes the National Agency for
Employment and Vocational Training, an independent tripartite body of public interest,
which coordinates employment and vocational training activities, and Act No. 132 of 1999
establishes the National Council of Adult Vocational Training, a tripartite independent
administrative authority, with legal status and an advisory role. The Government has also
created the Labour Inspectorate in the central public administration to monitor the
application of laws on industrial relations, health and safety at work, social insurance and
the protection of employees working under special conditions (Act No. 108 of 1999).
Another law was adopted concerning certain protective measures for employees (Act
No. 130 of 1999).

The Government of Rwanda indicates that, in order to respond to this section, prior
studies of MNEs are required and, to its knowledge, none have been conducted.

The Confederation of Trade Unions of Rwanda (CESTRAR) concurs with the
Government’s view on the lack of studies on the contributions of MNEs. MNES operating
in the oil and beverage industries (names of MNEs given) have created de facto
monopolies, abusing this position to push the prices of their products up. This, in turn, has
led to “a spectacular increase” in the price of passenger and goods transport followed by
price hikes in basic goods and services, eventually undermining workers purchasing
power. There have been no new laws, policies, measures or actions with regard to MNEs
adopted by the Government during the reporting period, states the CESTRAR.

Saint Vincent and the Grenadines

Senegal

The tripartite partners of Saint Vincent and the Grenadines report that three MNEs
operate in the manufacturing, banking and telecommunications sectors and their
contributions to the gross domestic product is less than 10 per cent. However, MNEs have
had a significant impact in terms of technology transfer, trade, employment and human
resource development in the country. The impact of the lone telecommunications MNE's
contribution in international trade, finance and national security has been particularly
significant. In the telecommunications sector, the MNE's activities have led to a
concentration of economic power, but the situation has not led to any expressed conflict
with national policy or the interests of workers. No new laws, policies or measures have
been adopted regarding MNESs since 1996.

The Government of Senegal reports that MNES contribute to the devel opment of the
gross domestic product and increase employment. A number of MNES operate in Senegal,
the majority of which are of French origin. Senegal has subscribed to the 1998 Declaration
on Fundamental Principles and Rights at Work, particularly by ratifying the seven basic
ILO Conventions; consequently, it has hosted a workshop to promote that Declaration in
1999 and seeks to create an appropriate framework to ensure that the growth of enterprises
is in keeping with the legitimate aspirations of the workers. Enterprises operate within the
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Singapore

Slovakia

framework of the laws, regulations and collective agreements, which take account of the
economic and social policy objectives defined by the State, the international Conventions
ratified by Senegal, and the effects of globalization on the economy. In the field of labour
law, the authorities ensure that workers interests are aways safeguarded in the
development process. The Government notes that since 1996, there has been no specific
social policy concerning the activities of MNEs. In 1997, however, the Senegalese
authorities introduced new labour laws, in the form of a consensual text which isthe result
of fruitful tripartite consultations.

The Government of Singapore states that, given that Singapore is a resource-poor
country, it has adopted an open economic system whereby MNES are encouraged to set up
their operations there through various incentive schemes. MNES have played a major role
in the economic development of Singapore and in technological transfers. They have
contributed greatly to the country’s GDP growth, creating employment and, as a result,
raising the living standards in Singapore. In the manufacturing sector, Singapore attracted
S3$8 hillion in fixed asset investments in 1999, out of which, 77.5 per cent was contributed
by foreign investments (i.e. MNES). In the manufacturing services sector, total business
spending was S$1.6 billion in 1999, of which MNESs contributed 77.6 per cent. When fully
realized, those investments would generate a combined value added of S$7.7 hillion, of
which S$5.9 billion will be for manufacturing and S$1.8 hillion for services. A total of
about 20,900 jobs would be created. The Government further reports that the way that
MNEs have organized their operations has not led to a concentration of economic power.
The Singapore Government reports it has been working closely with the MNES; to create a
pro-business environment for the MNEs to thrive in Singapore; involving them in the
upgrading of local industries through the Local Industry Upgrading Programme (LIUP);
and in manpower training through schemes such as the Training and Attachment
Programme (TAP), Services Capability Development Programme (SCDP), Specialist
Manpower Programmes (SMP), Overseas Training Programme (OTP) and Skills
Redevelopment Programme (SRP). For further details on training, see infra “Training”
section. The 1997 Asian economic crisis was a prime example of the strong tripartite
relationship between the employers, unions and the Government in Singapore. Through
many sessions of consultation, the Singapore Government was able to seamlessly
implement cost-cutting measures to increase Singapore’'s competitiveness. Among the
recommendations adopted on a tripartite basis arising out of the 1997 Asian economic
crisis, the Committee on Singapore’ s Competitiveness (CSC) has proposed that Singapore
reduce overall wage costs by 15 per cent from the 1997 level in order to bring the relative
unit labour cost back to the position in 1994, and substantially improve the country’s
international competitiveness. The CSC has recommended that part of this 15 per cent
should be achieved through a 10 per cent point reduction in employers’ CPF contribution
rate, from 20 per cent to 10 per cent. The National Wages Council (NWC) has endorsed
the CSC proposal and recommended that wages be reduced by 5-8 per cent from 1997
levels.

In their joint response, the tripartite partners of Sovakia report that the amount of
foreign investment is small and MNEs have been operating in the country for only a short
time. However, MNEs may have contributed to a partial reduction of the unemployment
rate during that period. There is no information on cases of concentration of economic
power on the part of MNESs that could lead to any abuse or conflict with the national policy
objectives and interests of workers. The Government has adopted, in tripartite consultation,
measures such as tax relief, reclassification of workers and other incentives to attract
foreign investment. The Trade Union Confederation of the Slovak Republic points out that
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Slovenia

it continually demands that employers respect the principles contained in the MNE
Declaration.

The Government of Sovenia reports that Slovenian (as distinct from foreign-owned)
MNEs play a significant role in the economy, especialy in terms of exports, profits and
sales. This is particularly valid in the manufacturing sector, where Slovenian MNESs
created 24.4 per cent of all net sales, almost 25 per cent of all operating profits and 33 per
cent of al exports in 1998 (figures included). Data indicates that MNEs in the corporate
sector have grown steadily in terms of exports (an increase of 8.5 per cent), sales (5.2 per
cent) and equity (4.5 per cent) over the period 1994-98 (data attached). MNES show more
promising trends in exports and sales than national companies, particularly in cases of
companies which have strategic foreign partners that are mgjority shareholders — which is
three-quarters of all MNEs in Slovenia, according to the Government. The Government
indicates that, in general, the way MNEs organize their operations has not led to a
concentration of economic power. Although the data shows that, in some sectors, thereisa
greater percentage of MNESs in the Slovenian economic market, this is due to the nature of
the Slovenian market — extremely small — rather than the organization of MNESs (tables
attached). The Government acknowledges that there are a number of obstacles to
increasing FDI flows in Slovenia: the incomplete legal framework regulating corporate
activities; the lack of available business premises and land for business, especialy
production; the fact that privatized companies have not begun comprehensive
restructuring, therefore, minimizing the potential for strategic foreign partners; ambiguous
signals about Sloveniad s attitude towards FDI; and, until recently, the existence of an FDI
policy that was “rather passive” and inadequately organized institutionally with inadequate
incentive schemes for FDI. In 1999, Slovenian authorities adopted measures to address
these abstacles. These measures included: adopting a Foreign Exchange Act; narrowing
the definition of portfolio foreign investment for which a custody account is required from
less than 50 per cent to less than 10 per cent of the foreign equity share of the company;
and intensifying the role of the Trade and Investment Promotion Office of the Republic of
Slovenia. The Government notes that these measures were insufficient, considering the
decreasing FDI flows in 1999. Change is unlikely unless the door of privatization of state
property to foreign investors is opened wide, a more active policy of promoting FDI is
implemented and an all-out commitment to accelerate FDI and entrepreneurship, in
general, is made by the Government and civil service. The Government notes that two
steps have been taken in this direction. First, the World Bank’'s Foreign Investment
Advisory Service has analysed “Administrative barriers to investors in Slovenia’ with a
view to holding workshops to define an action plan for implementation. The second is the
Programme for the Promotion of FDI in 2000, adopted by the Government in January
2000. The main objective of the programme is to increase the annual net inflow of FDI
from the current 1 per cent of GDP to 3 per cent of GDP in the next four years. The
programme has two aims — to make the most of Slovenia's comparative advantage
(geographical location, good communication and transport infrastructure, relatively well-
developed and technologically advanced industry, well-educated labour force, openness of
the economy and political and economic stability) and to overcome the main weakness of
current policy in promoting FDI (namely the accessibility of building sites, financial
incentives to greenfield investors and low moability of the labour force).

South Africa

Business South Africa (BSA) reports that MNES play a pivotal role in the growth and
development of the country’s economy, as they contribute to the national GDP and tax
revenue base through their normal profit-based activities. Moreover, MNEs are endowed
with special social programmes and contribute to the “Business Trust for Job Creation and
Human Capacity Development”, a programme recently created by the business community
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aimed at creating jobs, enhancing capacity and building trust. MNEs have introduced more
competition in the local economy, and many of them have invested in small and medium-
sized enterprises. Larger MNES — active in the automobile, petroleum, pharmaceutics,
electrical machinery and insurance sectors — operate in markets that are relatively
concentrated but “contestable”. Tax incentives, granted for a five-year period for new
investments realized under the industrial development zone policy of the Department of
Trade and Industry, aim at developing selected corridors in the outlying areas of the
country, such as the Maputu Corridor, involving road construction, infrastructure and
industries, and the Coeger River, consisting of a deepwater port and industrial
surroundings.

The Congress of South African Trade Unions (COSATU) refers to statistics (Sunday
Tribune, 28 July 1996 and the Investor Research Centre, 1996; data included) that list the
20 largest MNEs (names given) in the country in 1996, including country of origin and
number of employees per MNE. Even though total FDI inflows between 1994 and 1998
have been estimated at 40 billion rands (Business Map), the impact of MNESs on job
creation is relatively small, as the 20 largest MNEs employ 116,145 workers while the
unemployment level reaches 37 per cent with a corresponding job shortage of
approximately 5 million; MNEs do not contribute substantially to direct job creation.
COSATU indicates that certain companies from an Asian country (name of country given)
operating in the textile industry often breach labour laws, undertake anti-union activities,
and realize their investments under sweatshop conditions. MNEs play a predominant role
in the petroleum refinery sector, which is strategic as the country depends on the
importation of crude oil which is processed, refined and marketed as petroleum products.
MNEs originating mainly from the industrialized countries (names of countries and
companies given) own the major share of the four petroleum refineries and the two
synthetic fuel plants in the country; total assets were estimated to amount to 16 billion
rands in 1995 (data included). Concerning the measures adopted with regard to MNES'
activities, the energy sector is currently restructuring and privatizing in order to enhanceits
competitiveness, resulting in job insecurity featured by outsourcing and precarious
employment, as well as increased unemployment.

The Federation of Unions of South Africa (FEDUSA) makes a general statement on
MNES' tendency to establish themselves in developing countries in order to benefit from
cheap labour, low production costs, easy access to raw material, as well as to avoid home
country labour legislation and realize quick profits. Larger conglomerates of MNESs and
some other MNES operating in South Africa have created employment opportunities and
contributed to promoting economic and social welfare, satisfying basic needs and
improving living standards. However, most MNEs tend to leave the country once their
objectives are met as they are attracted by cheap labour el sewhere, leaving the unemployed
vulnerable to the next MNE that approaches them. While many trade unions endeavour to
protect workers by entering collective agreements and implementing a workplace policy,
some MNEs do not allow for trade unions and conclude individua work agreements which
involve temporary employment and contract work not covered by collective agreements.
With respect to MNES organizing their operations in a manner leading to a concentration
of economic power, FEDUSA points to the retention of decision-making power within the
home country by outfitting host country regional offices with home country manpower. It
further indicates that cases of abuse and conflict with the country’s national policy
objectives have occurred. The Federation states further that workers rights may be
overlooked dueto the “gratitude” of having employment, but that in cases of severe human
rights abuses, trade unions investigate the matters or disputes are brought to the authorities
or the judicial system for settlement. FEDUSA regrets, however, the fact that many
workers are not aware of their rights, for example in the case of dismissal. Business,
labour, community and the Government are involved in the adoption of new laws, policies
and measures through their participation in the National Economic Development and
Labour Council (NEDLAC), a tripartite institution where labour issues are discussed for
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Spain

the purpose of improving legislation. The parties through NEDLAC have been actively
involved in the promotion of economic growth, economic decision-making and the
achievement of social equity. NEDLAC has endorsed the ILO’s “decent work” campaign
despite the challenge posed by the double objective of employment creation and
maintenance and improvement of employment quality. In light of the case of an MNE in
the automotive sector (name and country of origin of MNE given) which brought its CEO
from the home country, NEDLAC is discussing whether these businesses should be
allowed to join. FEDUSA provides an overview of adopted legislation, e.g. the Basic
Conditions of Employment Act, No. 75 of 1997, the Employment Equity Act, No. 55 of
1998, and the Skills Development Act, No. 97 of 1998.

The Government of Spain reports that MNES are subj ect to the same labour and social
security legidation as any other enterprises operating in the country and that the term
“multinational enterprise” is used in the country’slegal system only for specific economic
and fiscal purposes. However, in relation to new laws adopted to further the aims of the
MNE Declaration, European Council Directive 94/45/EC (22 September 1994) on the
establishment of European Works Councils was given effect in national law by Act 10/97
(24 April 1997). This Act governs the information and consultation processes with workers
in Community-scale undertakings and/or groups of undertakings whose central
management is in Spain, irrespective of the EU Member State of operation, or whose
workplaces or enterprises are located in Spain. The adoption of Act No. 10/97 was
preceded by dialogue with employers’ and workers' organizations.

The Spanish Employers Confederation (CEOE), states that Spain’s experience has
been positive as regards the contribution that MNES make toward economic and social
welfare, improvement of living standards, and the creation of employment opportunities,
among other contributions. As regards the presence of MNES creating a concentration of
economic power, leading to abuse and conflicts with national policy objectives and/or
workers' interests, CEOE reports that thisis not the case in Spain and, indeed, the country
has experienced much the opposite.

The General Union of Workers (UGT) considers that, in general, the establishment of
MNEs has promoted economic and social growth in the areas where they have been set up,
but that the enjoyment of a greater or lesser degree of basic human rights is not seen to
have been fostered just by the establishment of MNE operations. Economic and social
progress in the regions where MNEs are located has proved to be uncertain and unstable as
their continued operation in the country depends on the MNE’s own international strategy
and not on the socio-economic effects that such a decision may have on the region. With
regard to potential concentration of economic power, UGT reportsthat both the installation
of MNEs in Spain and their acquisition of holdings in national enterprises have led to a
concentration of economic power, giving rise to abuse and conflicts with workers
interests, including decisions to close operations or disputes with workers (names of MNEs
operating in various sectors given). Successive mergers and aliances between
multinationals in recent years have accelerated a concentration of economic power which,
in a number of cases, exceeds the Government’s ability to intervene in the conflicts of
interests that arise. The UGT considers that the necessary steps to facilitate the
participation of workers' interests in decision-making in multinational contexts have till
not been taken. In so far as MNES are operating within the EU, rights to information and
consultation are now legally guaranteed and the results are considered by the UGT to be
worth evaluating in the next few years.
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Sri Lanka

Sweden

The Government of Si Lanka reports that MNES have been in operation in the
country for nearly one-and-a-half centuries, initially as plantation companies and
companies that provided support services for plantations. Adoption of open market policies
in 1977 was a “watershed” resulting in increased involvement of MNEs in the country.
MNEs have “ definitely made an important contribution” to the promotion of economic and
socia welfare, improved living standards, satisfaction of basic needs, creation of job
opportunities and enjoyment of basic human rights. From the very inception, MNESs have
contributed substantially to the GDP and creation of employment opportunities both by
way of direct employment and indirect employment. Except for those that lack sound
financial and management bases, MNEs offer a competitive package of terms and
conditions of employment and thereby contribute to the improvement of living standards
of their employees. There are no instances of concentration of economic power by MNES
that conflicts with the policy objectives of the Government and the interest of workers. No
specific laws and policies with regard to MNEs have been adopted since 1996.

The Employers Federation of Ceylon (EFC) states that MNES have played a positive
role in the context of overall socio-economic welfare and concurs with the Government on
points made relating to concentration of economic power and specific measures with
regard to MNEs.

The Ceylon Workers Congress (CWC) confirms that MNEs have contributed
positively to the economic development of the county. However, it notes that the
operations of MNEs have led to monopolies and price escalation of some domestic
products such as liquid petroleum gas (LPG). It concurs with the Government that no
specific measures relating to MNEs have been adopted since 1996.

The Lanka Jathika Estate Workers' Union (LJEWU) reports that the subject of MNEs
is beyond its scope as a trade union confined to plantation workers, but presents its
observations. The LJEWU comments that, despite the ongoing war in the north, Sri Lanka
has been successful in attracting FDI. However, based on various surveys, the workers
employed in MNEs do not seemto get a“fair deal” from their employers. The main benefit
of FDI isthe creation of employment opportunities but, despite the heavy profits gained by
MNEs, there has not been substantial economic progress resulting in higher standards of
living among the workers.

The tripartite partners of Swveden report that MNESs are subject to the same rules and
agreements as domestic enterprises, therefore conditions in MNEs are no different. There
are advantages to foreign ownership which include greater opportunities for expansion,
greater access to capital, increased productivity, new skills and ideas and increased
competition. Immediate closure of healthy companies and the relocation of production or
development operations abroad are rare. According to both OECD and Swedish studies,
the globalization of manufacturing companies has positive effects on productivity. The
effects on employment are not clear but when companies increase their value added,
employment is positively affected. Based on statistics produced by the National Board for
Industrial and Technical Development (NUTEK), international manufacturing companies
increased their share of industrial value added in the 1990s, amounting to 74 per cent of all
of manufacturing's value added in 1996. This suggests that MNEs in Sweden are
reinforcing the conditions for both growth and employment in the long run. According to
several Swedish studies, effects of MNES' outward investment on the home country have
been more positive than negative with regards to investment in Sweden, exports from
Sweden and domestic employment (tables and studies attached). Although NUTEK has not
evaluated conflicts with national policy objectives or workers' interests, recent big mergers
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between Swedish and foreign-owned companies have caused concern over the future
effects, specifically the risk of relocation of certain activities abroad. In compliance with
its European Union membership, Sweden implemented Directive 94/45/EC establishing a
European Works Council and Directive 97/74/EC, extending the previous Works Council
Directive to the United Kingdom of Great Britain and Northern Ireland in 1996 and 1999,
respectively.

Switzerland

The Government of Switzerland refers to the contributions from the Confederation of
Swiss Employers (UPS) and the Swiss Federation of Trade Unions (USS/SGB).

The Confederation of Swiss Employers (UPS) indicates that the economy went
through a period of stagnation until 1997, when there was an upturn in growth (GDP
statistics attached). The number of unemployed has fallen since 1997 and stabilized at the
end of December 1999 at 2.5 per cent (State Secretariat for Economic Affairs data
attached). The Confederation, as a central employers association, observes that the
subsidiaries of MNEs in the country have not formed a separate association. They can join
sectoral or regional employers associations, making them welcomed members of the
Confederation of Swiss Employers. In general, mergers tend to lead to concentration of
economic power by their very nature and this can give rise to job losses. But in
Switzerland, the balance of newly created jobs at the national level has been positive over
the last few years. Laws or measures specific to the activities of MNEs have not been
necessary during the period under review. The MNE Declaration is totally accepted in
practice. The partial revision of labour law was accepted by referendum in December 1998
and Orders Nos. 1 and 2 are currently under discussion. It introduces equality of treatment
between men and women as regards night work in industry, compensatory leave of 10 per
cent for this type of work, increased flexibility and simplification of administrative
procedures, particularly for evening work.

The Swiss Federation of Trade Unions (USSYSGB) states that since the MNE
Declaration is non-binding, there are no particularly positive effects expected of it;
consequently, its importance must be kept in perspective. There have been no legal
provisions established in Switzerland on the basis of the MNE Declaration. It cannot
contribute to the practical issue of the advancement of contracts between employers and
workers. The ratification of Convention No. 98, currently under way, is not a result of the
MNE Declaration, but does result from the binding “ILO Declaration on Fundamental
Principles and Rights at Work”. The adoption of this Declaration by the International
Labour Conference, then the Swiss Government’s approval