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Foreword

Social dialogue and tripartism are key governaramstfor the International Labour
Organization (ILO) to promote economic developmamd social justice worldwide. The
ILO encourages and supports the institutionalizetibsocial dialogue at the national level,
which has the potential to lead the process of esiss-building and democratic
involvement among the main actors in the world ofky Around 80 per cent of 187 ILO
member States have national-level social dialogsgtutions, although their composition
(bipartite, tripartite and tripartite-plus), mettsoof work, mode of financing and efficiency
vary greatly across countriédt is evident however that social dialogue cary pldar more
effective role in policymaking than it currently e

Multinational enterprises (MNEs) are major players today’s global economy.
Socioeconomic development is influenced througlr theestment and sourcing decisions,
as well as their overall corporate policies andficas, which take into account their broader
role and responsibility in society — corporate abasponsibility (CSR). The ILO Tripartite
Declaration of Principles concerning Multinatiofadterprises and Social Policy (the MNE
Declaration is a universal instrument providing guidance teeggrises, governments,
employers’ and workers’ organizations to encouthgepositive contribution of enterprises
to socioeconomic development and to mitigate arsdlve any negative impacts. This
instrument highlights the important role of dialegat different levels, including among the
national tripartite partners, and among home andt lgmvernments of MNEs. The
implementation strategy of the MNE Declaration a&ddpy the ILO Governing Body in its
March 2014 session, moreover contains an item tionad social dialogue stating that “The
Governing Body Ad-hoc Working Group suggests tlaitomal constituents — governments,
employers and workers — appoint national focal {soom a tripartite basis (taking guidance
from Convention No. 144) to promote the use of MHEE Declaration and its principles,
whenever appropriate and meaningful in the natiooatext, and inform the Office of these
focal points.”®

Attracting foreign direct investment (FDI) is inesngly at the heart of national
development strategies (investment-based growthefapavith far-reaching implications

for inclusive and equitable growth and decent wapgortunities. This raises the important
question of how to harness national tripartite @lodialogue bodies when formulating and
implementing such policies, especially in viewlod impact of MNEs on the labour market
and socioeconomic development more broadly.

At its annual International Labour Conference (Ili€P013, the ILO tripartite constituency
reaffirmed the crucial importance of promoting sbdialogue and the MNE Declaration
worldwide. In October 2013, the ILO Governing Batlopted a plan of action to implement
the resolution on the recurrent discussion on saltédogue which, among other things,
requests the International Labour Office to scaleasearch and expand the knowledge base
on social dialogue trends and practices.

Within this framework, the Social Dialogue and Hifism Unit of the Governance and
Tripartism Department (DIALOGUE/GOVERNANCE) and tMultinational Enterprises

L ILO: “National Tripartite Social Dialogue: An ILG5uide for Improved Governance”, Social
Dialogue and Tripartism Unit, Governance and Ttigar Department (Geneva, 2013).

2 http://www.ilo.org/lempent/Publications/WCMS_094886g--en/index.htm

3 GB.317/POL/8-http://www.ilo.org/wcmsp5/groups/piabt-ed_norm/---
relconf/documents/meetingdocument/wcms_204758.pdf




and Enterprises Engagement Unit of the EnterprBepartment (ENT/MULTI) have

undertaken the present research project with thén moéjective of analysing and
documenting country experiences in the area ot social dialogue and multinational
enterprises/FDI, as well as to highlight good peastin this regard.

The study prepared by Mr Frank Pyke contains materésting findings that confirm the
existence of opportunities for positive developmexd well as numerous obstacles, for
national social dialogue institutions to engagend with MNEs. The paper presents some
examples of national social dialogue institutiodgamcing the principles of the ILO’'s MNE
Declaration, and also areas where they could gatnibecome engaged.

The findings of this project will be used to prepgolicy tools and training materials to
build the capacity of the ILO’s tripartite consgncy and national social dialogue
institutions in dealing with the issue of MNESs la¢ tountry level.

We would like to thank Githa Roelans, Head of thdtMational Enterprises and Enterprises
Engagement Unit of the Enterprises Department (BNJLTI), and Youcef Ghellab, Head
of the Social Dialogue and Tripartism Unit of thev@rnance and Tripartism Department
(DIALOGUE/GOVERNANCE) for this important initiativef collaboration. We would
also like to thank Angelika Muller and Vongai Maba¢ who coordinated this research
project, as well as Germaine Ndiaye, who assistid the editing and administrative
preparation of this publication.

Vic Van Vuuren Moussa Oumarou
Director Director
Enterprises Department Governance

and Tripartism Department
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Executive summary

Multinational enterprises (MNEs) are major protagts in global and national
development, and can be important for economic tirpgb creation, and efforts to achieve
decent working and living conditions. Foreign Dirovestment (FDI) and global sourcing
have increased significantly in recent decades.

It is generally considered that MNEs offer positimeportunities for countries eager to
develop their economies, and the consequence lexs mech effort to attract inward
investment. These opportunities include the paérfor economic growth, increased
employment opportunities, skill development, tedbgg transfer, possibilities for

productivity improvements and movements up theevahain, and spill over effects along
supply chains and to domestic enterprises.

However, it is equally recognized that some MNE rapens can have undesirable
conseqguences for local businesses, and labougl soul environmental conditions, with
potentially long-term negative implications for bdy inclusive, and sustainable
development.

In recognition of the dual character of MNE operas, the International Labour
Organization (ILO) adopted the Tripartite Declavati of Principles Concerning
Multinational Enterprises and Social Policy (MNE dlation) (ILO, 2006a), which
contains a range of recommendations on inclusiven@oic development and social
progress addressed to government, enterprises,sacidl partners, with the aim of
encouraging the positive contribution of MNES’ ogtémns while minimizing possible
negative impacts.

A review of stakeholder perceptions of MNE openagidoenchmarked against the MNE
Declaration principles confirms there are real aoppaties for positive development, but
there can also be a range of negative effectatbaierceived as contravening the principles,
and that pose challenges for stakeholders. Mogtteothallenges lie in labour and social
areas, including decent work deficits in enterfiaed supply chain operations, obstacles to
freedom of association, threats to employment #gdarthe host country of operations, and
inadequate compliance with, and enforcement ofuakaws.

Globally, governance mechanisms have been estalllislh various levels, and these
mechanisms influence economic and social behavioelgding in respect of the operations
of MNEs. However, despite the various governancelaeisms, ILO constituents attending
the 2016 International Labour Conference in Gemavecluded that there is a “governance
gap” and a need to find new ways of ensuring thahemic growth and decent work occur
in tandem.

Social dialogue is embedded in the ILO MNE DeclaratSocial dialogue could be key to
promoting the best, while minimizing the worst, ess of MNE operations, and forms of
such governance have proliferated at a range afatipeal levels: global, national, sub-
national, and local.

All governance levels are relevant, but nationaklegovernance could be particularly
important because of its role in leveraging theeflgymental potential of MNEs for

domestic gain. A sound national regulatory poling affective implementation can help to
raise standards, create a level playing field, mtenproductivity and competitiveness, and
alongside transnational governance arrangementsh) ss$ International Framework
Agreements, help to inhibit a global race to thi#dy. National governance institutions can

vii



also promote beneficial effects by employing appeip economic, social, and industrial
policies, strategies, and interventions tailoreddmestic conditions.

So far, relatively little attention has been paidrte role of national governance in regard to
the operation of MNEs, or to the role of nationabBomic and Social Councils and Similar
Institutions for social dialogue (ESC-SIs). ESC-&ls bipartite, tripartite or bi/tri-partite-
plus organizations, are widespread, exist in mioaa tL00 countries, and could potentially
play a significant role in advancing the applicatad the principles of the MNE Declaration
and in reducing the governance gap.

ESC-SIs can bolster national governance effects®rmy providing advice on policies,
laws, and actions appropriate to specifically malaconditions, while acting as forums for
negotiation, consensus forming, and collective oactiamongst key representative
stakeholders.

Hitherto, there is little evidence that existing@&SIs have widely engaged in areas related
to MNE operations, whether in respect of providgayernment with advice or council
members engaging in formal or informal discussibevertheless, the report finds there are
exceptions to a general picture of non-engagenagat that, moreover, there is an interest
amongst some non-active ESC-SIs to become engaged.

The report highlights some examples of ESC-SI wewolent in advancing the principles of
the ILO’'s MNE Declaration, and also areas where % could potentially become
involved, such as: organizing seminars and sprgaloist practice; advising on strategic
policies for economic growth; advising on natioladlour laws and regulations; advising on
improving employment security; engaging in colleetactions; and engaging in compliance
initiatives, both internationally and nationally.

But there are obstacles to effective engageme3@-Sis in MNE-related issues. These
could include: insufficient representation of MNE&d possibly other key groups;
inadequate expertise and resources; a propensfiyeterence for bilateralism, especially
between governments and MNEs; and limitations ireadoBy some ESC-SI mandates.
Some councils appear to be more focused on laBeues, albeit most have broader socio-
economic mandates. Many are established as adwsainycils, which might restrict their
ability to engage in executive or monitoring funcis.

Government can also create obstacles to, or ecahbliitions for, effective engagement by
ESC-SIs. Governments may create regulatory framewtinat encourage, or not, the
formation of representative organizations; theyadglly play a key role in deciding which

issues should be addressed, including in relaidNESs; politically commit, or not, to the

promotion of social dialogue; and pursue develogrobjectives that might chime with, or
not, the advice of ESC-SIs, and with, or not, tkhogtation of the MNE Declaration to

promote inclusive development.

The report concludes that social dialogue in ES€e8uld indeed potentially help to bolster
national governance effectiveness, and reducedhergance gap in global supply chains,
at least at the national level, provided that idext obstacles are overcome.

It is also suggested that this initial study bdoiwkd by further research into the issues
highlighted and other issues not addressed. Resamibas for research are included in an
annex. It is further advocated that the issue®daiy/ the study be discussed in tripartite
meetings, especially ones involving participantexmsting ESC-SIs. Their feedback and
insights would be invaluable.
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Chapter 1. Introduction

Multinational enterprises (MNES) are major protagtmin the ever-increasing economic
integration around the world that we call globdi@a. In 2009, the United Nations

Conference on Trade and Development (UNCTAD) edéchdhere were approximately

82,000 MNEs globally, with 810,000 foreign affikst, employing about 77 million people
(UNCTAD, 2009). More recent estimates of UNCTAD gest that between 1990 and 2014,
the amount of sales of foreign affiliates of MNEBsreased from USD 4.7 trillion to USD

36 trillion, while the numbers employed increasexf 21 million to 75 million (See Table

3, p- 13, UNCTAD, 2015a).

A parallel increase has been withessed in the smuof products or services by lead firms,

such as international brand holders or major etsilwho do not actually own the supplying

production plants involved. Approximately one inefiworkers are estimated to work in

global supply chains, that is, in jobs that contrébto the production of goods and services
that are either consumed in other countries, dhéurprocessed in other countries (ILO,

2015a). MNEs, global sourcing, and global supplpict pose major challenges, and
opportunities, for national governments and ottekeholders.

An important guide for MNEs, national governmenésid other stakeholders is the
International Labour Organization (ILO) Tripartieclaration of Principles Concerning
Multinational Enterprises and Social Policy (MNE dlation) (ILO, 2006a), which
provides guidance on how to promote the positiyeets of MNE operations — vis-a-vis
economic growth, greater employment and rising ddesls and incomes —, while
minimizing any negative aspects, especially in l#i®ur and social spheres. The MNE
Declaration is used in this report as a benchmgailknat which to set existing conditions and
practices, and future activities.

Despite the existence of a range of governanceumsints and processes at various levels,
during a recent meeting of ILO constituents at2B&6 International Labour Conference

(ILC) it was concluded that when it comes to engyithat economic growth is accompanied
by decent work in global supply chains, there sx#st'governance gap” that needs to be
addressed.

Social dialogue is a form of governance embeddetiéenMNE Declaration and could be
seen as a viable way of promoting its principlesoagnthe various groups addressed:
government, social partners, and MNEs. For the Bdgjal dialogue is defined as including
“all types of negotiation, consultation or infornaat sharing among representatives of
governments, employers and workers, or betweer thibsmployers and workers on issues
of common interest relating to economic and sopdicy” (ILO, 2013a, p. 12). Where
employers and workers alone engage in dialogwerdferred to as “bipartite” engagement,
and where government is also involved it is caltegartite”. The ILO also recognizes that
in some circumstances the traditional social pastngght be joined in their deliberations
by civil or community organizations in order “toiga wider perspective and consensus on
issues beyond the world of work” (ILO, 2013a, p.Mhere there is a broader participation
in social dialogue, the phenomenon is usually reteto as “bipartite-plus” or “tripartite-
plus.”

Social dialogue can occur at multiple levels — glpmational, local and within the

enterprise. The focus in this report is on theamati level, and especially on the role of
national Economic and Social Councils and Simitestitutions for social dialogue (ESC-
SIs). These are bipartite, tripartite or bipartitpartite-plus organizations, which are
established to advise governments on economicasidl policy and/or to act as forums for
discussion and agreement amongst major stakeholders




This report looks at MNEs and the opportunities ahdllenges they pose for countries
trying to develop on a basis of broad social inciisand discusses how widespread ESC-
Sls are, and how, if at all, they are involved iNEtrelated development issues. If yes, in
what form does this involvement take place? If mdiat are the challenges and obstacles
preventing ESC-Sls addressing issues arising frowkMperations?

The report proceeds in the following way. Aftersthitroduction, Chapter 2 reviews briefly
some characteristics and trends for foreign dinee¢stment (FDI) and global sourcing.
Chapter 3 sets out the ILO MNE Declaration, sumpasrihe areas it addresses, and outlines
some of the main opportunities and challenges fagestakeholders wishing to apply the
MNE Declaration’s principles. Chapter 4 focusestloa different levels at which social
dialogue and governance affecting MNE operatiormigcand highlights the recent ILC
conclusion that there exists a “governance gapapfdr 5 looks at the national level of
governance, in particular ESC-Sls, and describeshapuntries have them, the various
names they go under, their mandates and activéias their organization through the use
of various committees and secretariats. Chapteor8iders evidence regarding whether
ESC-SIs have been engaged in MNE-related issuek,rastrategies to leverage their
operations. Chapter 7 proceeds to consider areaseVESC-SIs have been, or could be,
involved in advancing the principles of the MNE [xeation in relation to MNE-related
issues. Chapter 8 discusses some of the main tdsstaca greater role for ESC-SIs in this
area. Finally, Chapter 9 summarizes the key firgliagd concludes. An annex suggests
avenues for future research and discussion attitgpaneetings.




Chapter 2. MNEs, FDI and global sourcing:

FDI

Some characteristics and trends

FDI has increased significantly over recent deca@&sbal FDI inflows rose from an annual
USD 205 billion in 1990 to USD 692 billion in 19%hd then to USD 1,359 billion in 2000,
rising again to a peak of USD 1,902 billion in 20(Between 2008 and 2014 flows never
fell below USD 1,181 billion (in 2009), reaching DY,566 billion (in 2011), before rising
again to USD 1,762 billion in 2015 (UNCTAD, 201&).2014, developing countries saw
their FDI reaching a new high of more than USD Billon (UNCTAD, 2015b), rising
again in 2015 to USD 765 billion, and accounting46 per cent of global FDI (UNCTAD,
2016).

China has become particularly significant for FBY. 2005, China (including Hong Kong)
already accounted for more than a third of totalard FDI in countries that were not
members of the Organisation for Economic Co-opemnasind Development (OECD), and
more than half of all outward FDI (OECD 2009, p719By 2014, China had become the
world’'s largest recipient of FDI (UNCTAD, 2015b).oB 1 shows that in 2014 China
accounted for an estimated USD 128 billion of mfép and Hong Kong, China another USD
111 billion. The United States came next at USIhiflton, and then Singapore and Brazil
at USD 81 billion and USD 61 billion respectivelyNCTAD, 2015b). Four of the top five
recipients in the world are developing countriésg, ¢xception being the United States (the
third highest recipient) (UNCTAD, 2015b).

Box 1. Estimated FDI Inflows: Top 10 Host Countries 2014
(Billions of US Dollars)
China 128
Hong Kong, China 11
United States 86
Singapore 81
Brazil 62
United Kingdom 61
Canada 53
Australia 49
Netherlands 42
Luxembourg 36
Top Ten Total 709
Source: UNCTAD 2015b.

Not only are we seeing diversification in locatidosFDI, with some developing countries
growing in prominence, MNEs are also characterizgdncreasing diversity of national
origin. Many enterprises from non-OECD countriegenhecome active as foreign direct




investors, as shown by the near doubling of thedre in the global stock of outward FDI
between 1990 and 2005 (OECD, 2009, p. 217).

Global sourcing

FDI flows do not tell the whole story when it contesnternationalization and the increasing
integration of enterprises into global producti@works. Another major trend has been the
rise of global sourcing, that is to say sourcingri@jor brand holders, retailers, wholesalers
and others who source directly from global netwarkproducers over whom they have no
formal ownership or legal ties (see, for examplerrgntos, 2007). Global sourcing
companies might possess distribution and retailitias in multiple countries, as well as on
the Internet. The locally owned suppliers to glod@alircing companies are often first-tier
suppliers and, in countries such as India and Cldra often located in export-oriented
industrial clusters, and organize their own domgestipply chains further down the
production chain. Such first-tier suppliers canntkelves be significant enterprises, and
some, such as the Taiwanese firm FOXCONN, whichpleep many major Western
electronics companies, may even be MNEs with pridoluglants in various countries.
Recently FOXCONN announced a major billion dollavdastment to establish its own
production plants in India (Crabtree, 2015a; 2015b)

Global sourcing by major brand holders such as éppid Nike, or retailers such as
Walmart, Gap, and others, has significantly inaedaand can be a major influence on
enterprises and broader economies integrated limtdeaders’ global supply chains. For
example, FOXCONN employs hundreds of thousandsople in China alone. The number
of jobs linked into global supply chains has insezhrapidly over past decades, both in
absolute terms and as a share of total jobs. T@eeKtimates that for 40 countries considered
the number of people employed in global supplymha@icreased from 296 million in 1995
to 453 million in 2013 (ILO, 2015a).

Varying rationales for investment and sourcing

The reasons for overseas investment or sourcing @er the last 20 years or so there has
been a big increase of outsourcing from higher éssstern nations to lower cost countries
in Eastern Europe and the developing world. Acogskw cost labour has been a major
driver, and some countries such as China havedgedrthe competitive advantages they
have held in this regard to develop their econorag@®rdingly. Many low cost producers
have focused on consumer products such as teatitkslothing, electronics, and footwear.

However, there have been other important driversna#stment in, or enhanced sourcing
from, other countries. These include the ability access knowledge and production
capabilities, whereby units are established intlona that have a particular ability to
manufacture according to desired criteria suclpasd, quality, innovativeness, and general
capabilities. In such cases, the cost of labourldvanly be one of the criteria to be
considered, and might hardly feature at all.

There might also be FDI or global sourcing aimedattessing specific resources, such as
oil, copper, diamonds, phosphates, or agriculipmadiucts. Then, also important can be the
desire to access expanding markets. Finally, wehtmigention the practice of MNEs

4 In the specific case of FDI in Ghana, the highmesnber of foreign investment projects in 2007
were from China, accounting for 65 of 294 projeftdiowed by India at 49, Lebanon at 45, and
Nigeria at 17. Great Britain came next with 16|daled by the United States of America with nine.
However, Great Britain easily accounted for thehbig value of projects, followed, a long way
behind, by China (Sarpong and Otoo, 2009).




following customers, i.e. establishing branch pamt locations in order to retain the
business of important customers who prefer thgipkers to be close by, for reasons of
speedy delivery, easier coordination, or betteriser

Although FDI in search of low cost labour has reedimuch attention, in fact, some of the
biggest recipients of inward investment are advdmm®nomies with relatively high labour
costs. For example, in the Americas, the UnitedeSteeceives more FDI than the next six
American country recipients combined (ILO 2014ay & the third biggest FDI recipient
in the world (UNCTAD, 2015b, see Box 1). This serte highlight that investment flows
do not only move from developed countries to dguielp ones, and also that to attract
inward investment a country need not remain an éuothelveloped” economy dependent on
low cost labour. Moreover, even when MNEs do eshlplants abroad in order to access
low cost labour, to assemble at low cost produesigihed in the home country, they can go
on to develop into much more complex organizatipeshaps engaging in design and new
product development, and engaging in dense rekdtipa with networks of local suppliers.
The message is that countries do not have to nelyow cost labour strategies to be
competitive and that, with the right policies, MN&sglobal sourcing enterprises can be
leveraged to help countries move up the developtadder.

Host country strategies to leverage MNEs

Most countries recognize the importance of attrgc#DI or sourcing from international
firms and so the subject is of major political x@lece> By 2004, it was reported that only a
few countries were not actively seeking to attFiat (ILO, 2004), and by 2013, 81 per cent
of all countries in the world, and 78 per cent eveloping countries, had a national
investment promotion agency (IPA) with the mand#de attract inward investment
(UNCTAD, 2013). A range of monetary, fiscal, induef and regulatory policies and
strategies, involving various incentives, condifipoonstraints and enabling environments,
can be used to both attract and make the most baRdglobal sourcing.

Different government policies might attract diffet&inds of MNEs, and different kinds of

MNEs might require different government policiesmiake the most of their potential for
national development. A subsidiary establishedrtgply use low cost labour to assemble
imported components for a product sent to the MNigtsie country for global distribution

might require a different governmental approachntra subsidiary established to
manufacture a complete, possibly complicated, pdising local suppliers, for sale on the
domestic market. It is clear that governments needevelop strategies appropriate to
leveraging the best local impact of MNEs, FDI aridbgl sourcing. Social dialogue in

national ESC-SIs could play important roles in egshing, advising on, monitoring, and
possibly implementing such strategies.

5 According to an UNCTAD global survey of import pmotion agencies, the objectives for attracting
FDI are first of all employment creation, followdy technology transfer, export promotion, local
linkages, and skills development (ILO, 2014a, gittNCTAD, 2014).




Chapter 3. Challenges and opportunities of MNEs for inclusive
economic development

The potential for MNEs, and global sourcing entisgs, to make positive contributions to
a country’s development is well recognized, big &qually recognized that there is also the
potential for negative effects. In recognition bfst in 1977 the ILO Governing Body
adopted the MNE Declaration, a framework to enhdahegositive developmental aspects
while reducing possible negative impacts, by sgttint a set of principles for guiding the
behaviour of governments, employers’ and workengjanizations, and MNEs. This
document was amended in 2000 and then again in @006 2006a). It is currently again
being reviewed by an ad hoc working group of th€@'# Governing Body with the
expectation that an amended version might be adojpigng its 329 session (in March 2017).

Significantly, the ILO’s MNE Declaration recommentisit both growth- and employment-
enhancing areas, and areas related to working womsliand workers’ rights should be
addressed for inclusive development, and as sunhbearead as a forerunner of the
organization’s Decent Work Agenda. Its overall ano stimulate MNES, governments,
and other stakeholders to voluntarily adhere terees of principles based on ILO standards
in order “to encourage the positive contributionatmultinational enterprises can make to
economic and social progress and to minimize amdlve the difficulties to which their
various operations may give ris@WINE Declaration, paragraph 2, ILO, 2006a). The MNE
Declaration makes recommendations on good praictit@ur specific areas: employment;
training; conditions of work and life; and induatrielations, in addition to general policies
(see Box 2).

The ILO’s MNE Declaration is a valuable benchmaghiast which to assess conditions and
practices in individual countries. As part of aldal-up mechanism, the ILO carries out
surveys to elicit opinions from tripartite conséitus on the promotion and application of the
MNE Declaration in particular regions, and includegstions on both the opportunities that
government and the social partners think MNEs difertheir country and the kinds of
challenges that need to be addressed. Recentli, swweys were carried out in the
Americas (2014), Africa (2015), and Asia and theiffa (2016a)¢ Responses in the
Americas came from nine governments, 15 employerganizations, and 38 workers’
organizations, covering 31 countries (ILO, 2014@m); Africa from 14 governments,
20 employers’ organizations, and 25 workers’ orgaimdns, covering 33 countries (ILO,
2015b); and in Asia and the Pacific from 18 goveznts, 22 employers’ organizations, and
20 workers’ organizations, covering 29 countries)(| 2016a) The results of the surveys
with respect to perceived opportunities and chghargive some insight into areas that could
be the focus of social dialogue. Examples of respsmre presented below:

5 Another exercise will be under way in 2017 in Ehegope region.




Box 2. The ILO MNE Declaration

The 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. The document pays particular attention to the
roles of MNEs and governments.

In the field of “employment’, the Declaration urges governments to promote full employment and reduce
underemployment as part of a strategy to stimulate economic growth and development. With this in mind, the
employment impact of MNEs should be given attention. MNEs should give priority to the advancement of nationals
of the host countries, and consider sourcing materials and parts from local suppliers. Governments and MNEs
should promote equal opportunities in employment.

Several paragraphs are devoted to “employment security”. MNEs are urged to provide stable employment
and observe agreements focused on employment and social security. In fact, MNEs are urged to play a leading
role in promoting employment security, and provide governments and workers’ organizations with advance notice
of pending plant closures. Arbitrary dismissal agreements should be avoided. Governments should provide
dismissed workers with social protection in the form of income payments.

A second field focuses on “training”. For this, the instrument recommends both government and MNE
actions on vocational training, and urges MNEs to participate in government-supported skill formation
programmes that are part of national development policies.

With respect to “conditions of work and life”", the Declaration recommends that MNE wages and working
conditions should be at least as good as those offered by comparable employers in the host country, and in the
absence of comparable employers, the best possible wages. Governments are urged to take actions to ensure
lower income groups and those in less developed areas benefit from MNE activities. MNEs should act to eliminate
the worst forms of child labour. Governments are advised to ensure that MNEs and national enterprises provide
adequate safety and health, and MNEs in any case are urged to maintain the highest standards.

The fourth field - “industrial relations” - is the lengthiest part with the most detailed provisions. The
Declaration states that freedom of association and the right to engage in collective bargaining should be respected
by all, and there should be protection against anti-union discrimination with respect to employment. Paragraph
46 says that host country governments should not offer potential inward investors incentives that would limit
workers’ freedom of association or the right to organize and bargain collectively. MNEs, when negotiating with
unions, should not use the strategy of threatening to transfer operations to another site. There should be
opportunities for regular consultation between workers and their representatives and MNEs (and national
enterprises) on matters of mutual concern. There should be appropriate grievance and arbitration machinery and
procedures.

Source: 1LO, 2006. MNE Declaration (amended).

Opportunities for stakeholders

The MNE Declaration highlights the role of employthereation, both for its effect on
living standards and as a means to stimulate econgrowth and development (see
paragraph 13), while also recognizing that emplaynseeation can be indirect and induced
by stimulating economic development in the broadeonomy, such as by MNEs
establishing business linkages with local firms pratiucers (see paragraph 20). It is clear
that respondents in the three follow-up surveys #aavpotential to boost employment
creation as the main advantage of the presenceN&sMn their countries.

In the Africa and Asia and the Pacific regions, wresked which areas of the MNE
Declaration were relevant when it came to MNE ofi@na in their countries, 93 per cent
and 83 per cent respectively of all respondentstioeed employment promotion. In the
case of Africa, respondents from 14 countries dhat strategies, policies, laws and
regulations were in place to help leverage thergiatieof MNESs for employment creation.
The potential to create jobs for youth was seepaaticularly significant. In respect of the
Asia and the Pacific region, one respondent meetidhat in her/his country MNEs had
already created 3 million jobs as employment pasteshifted from agriculture to
manufacturing. For this country, and also sevettars in the region, respondents said there
were frameworks in place to ensure that MNEs pimad the hiring of nationals. In the




Americas, employment promotion also was seen agaat aspect of MNES’ contribution
to socioeconomic development.

In all three regions, various comments pointecheogotential for MNESs to help raise skill
levels, to strengthen the capacities of local attnal enterprises through the development
of upgrading programmes for their suppliers, amdMdIEs to set up training programmes
or participate in them to fill skills gaps. In Afa, respondents from eight countries made
comments that emphasized the contribution MNEsccodke to capacity-building, skills
transfer, and the training of the local labour éorRespondents in the Americas also noted
that MNEs could help raise skill levels and strévegt the capacities of local and national
enterprises through the development of quality aggig programmes for their suppliers.
MNEs could help fill local skills gaps by setting training programmes or participating in
them.

In Africa, respondents from four countries pointeat that MNEs could contribute to

technology transfer in host countries, and in theeficas an employers’ organization
highlighted that MNEs were usually at the forefrofitmanagement and quality systems,
including new technologies and know-how, which wamgportant to promote business
development in host countries. A workers’ organarapointed out that MNEs could help

boost productivity.

Some respondents in Asia and the Pacific regiahtkait MNEs offered, or at least had the
potential to offer, better wages, benefits or wogkconditions. In the area of occupational
safety and health (OSH), in the Americas it wasifgal out by a respondent from a workers’
organization that MNEs often employed comprehensigmpany risk assessment and
management mechanisms; and it was suggested blgearrespondent that MNEs could
make positive contributions through the implemeatatof voluntary corporate social
practices and controls to minimize OSH risks. AladAfrica in one country, an employers’
organization reported that MNEs had good policias practices with respect to OSH, and
that these good practices could be shared withr etiterprises.

Finally, a government respondent from a countnAfnica suggested that there might be
opportunities to make suppliers to MNEs aware efrtbed to embrace collective bargaining;
while a workers’ organization from another courttigught MNESs could play a major role
in promoting the right to freedom of associationfagilitating the exercise of the right in
their own enterprises and by taking up the issub governments concerned. In Asia and
the Pacific, respondents from the workers’ orgaiora saw global framework agreements,
negotiated between MNEs and global union federafias an opportunity to strengthen
industrial relations in all countries in which teedNEs operate.

Challenges for stakeholders

Respondents also confirmed the existence of nureerioailenges or issues posed by MNE
operations, where, especially, there are negathnigements on the social and labour
conditions highlighted by the MNE Declaration.

In Asia and the Pacific, three government respotslewo respondents from workers’
organizations, and one respondent from an employeganization, all from different
countries, expressed disappointment concerningviges paid by MNES to their workers,
as well as limited social protection benefits. Egample, a respondent from an employers’
organization said that in his/her country many MIpEsfer to pay only prescribed minimum
wages which are much below national averages. idssespecially occurred in the service
sector. In respect of working conditions, in Africaspondents from six of the 33 countries
covered reported MNE challenges related to OSH, smihe respondents identified
outsourcing and subcontracting practices as a cafidlew wages and poor working
conditions.




Respondents in four African countries expressecc&ms about the presence of child
labour. Also, in the Americas a workers’ organiaatin one country said that the worst
forms of child labour could be found in the supplyains of MNEs operating there,
especially in the agro-industrial and tourism sectin Asia and the Pacific, a workers’
organization respondent said that MNESs in the mieiastry were taking advantage of the
fact that in that industry there was no minimum wegguirement for people under 16 years
of age, or minimum age requirement for employment.

In Africa, respondents from six countries raiseeligsue of MNES hiring international staff
in preference to local people, while in the Amesicme employers’ organization and one
workers’ organization said that the preference dffd for recruiting international staff was
one of the challenges. In all three regions sorapamrdents complained about inadequate
promotion of equality of opportunity in MNES, or@li discriminatory practices between
international and local staff, or between female amle employees. In the Americas,
inadequate controls over sexual harassment in tinkeplace were mentioned.

The contribution of MNEs to training and skills upding was identified by some as another
challenge. In Asia and the Pacific, one workergamization pointed out that, in general,
the workplace training in his/her country is weaki ahat MNEs have not been noticeably
better at providing it. In the case of another ¢oyra workers’ organization said that while

some MNEs do indeed train their workers, othersetgapirate the trained. In that country,

the perception of the MNE record with regard tanireg is mixed.

In all three regions large portions of the workBare employed in the informal sector. In
the Americas, a government respondent expressazkonver the fact that the informal
sector is mostly concentrated in small and mediim@dsfirms and that many of them are
actually integrated into MNE value chains. In Asaaad the Pacific, one workers’

organization reported that it had exhorted its gowveent to ensure that informal workers
working for MNEs should be protected by governniahour law.

Lastly, in the Americas, two workers’ organizatia@msnplained that measures to attract FDI
often did not adequately ensure decent employnmreation or stimulate sufficient linkages
to local firms, while three workers’ organizatiaassed concerns about the effects of MNEs
on the environment.

Freedom of association

Amongst workers’ organizations in particular a magballenge was perceived to be the
existence of obstacles posed by some MNEs to freeafassociation. In the Americas, a
workers’ organization in one country asserted #mitunion practices were very common,
while workers’ organizations in two other countrieleimed some MNEs had set up
management-friendly trade unions in order to clutta creation of free trade unions by
workers. In Africa, workers’ organizations from aiof the 33 countries covered said MNEs
were obstructing freedom of association and thiet tigg organize, with some sectors, such
as mining, oil, construction, tobacco, and tea ¢pasigen as particularly problematic. In one
country, a workers’ organization respondent saidBvidti-union practices included the

firing of activists, subcontracting, and bribingrgonment officials. In Asia and the Pacific

also, workers’ organizations indicated that freedoirassociation was one of the most
challenging issues regarding MNEs. For examplenmcountry, employers were said to be
strongly opposed to freedom of association anddodective bargaining. In another, it was
reported that, in respect to MNEs, workers who ttok initiative to form a trade union

could be penalized, including through transfertteeojobs, loss of promotion, or dismissal.

With respect to collective bargaining, in the Anges some workers’ organizations said
MNEs did not particularly facilitate collective lg@ining. Meanwhile, in Africa, workers’
organizations in four countries were critical of tbow number of collective agreements with




MNEs. One government respondent in another countttyd that subcontractors of MNEs
were particularly unlikely to benefit from colleeti agreements. In Asia and the Pacific,
workers’ organizations from four countries reportéfficulties in bargaining collectively
with MNEs.

Employment insecurity

Another significant challenge posed by MNE operasiaovas perceived to be that of
employment insecurity. In the Americas, one workerganization expressed fear for
employment stability due to the departure of MNiEsdarch of lower labour costs elsewhere
in the world. Also, some workers’ organizations ptamed that when MNE relocation
resulted in plant closures, the MNEs did not resple principles in the ILO MNE
Declaration pertaining to closures and layoffs. #eo workers’ organization thought that
MNE subcontracting practices also caused employrmstdbility, while another raised a
concern about arbitrary dismissals.

In Africa, 11 workers’ organizations, covering 1@idan countries, reported the frequent
occurrence of MNE practices that induced employniesgcurity, including: the use of

fixed-term contracts; casualization; outsourcing; @absence of contracts, and unfair
dismissals. For example, a trade union respondemt éne country said:

“MNEs are coming in with much needed FDI but asdyae that may be they are bringing in
new kinds of work methods that threaten the emptaytsecurity of workers. The introduction
of flexible employment, casualization, fixed-teromtracts, and labour broking has been noted.
These types of employment contracts threaten the essence of employment security, as
embodied under the Decent Work Agenda”.

One African workers’ organization respondent ech@saterican counterparts when he/she
noted that the ability of MNEs to relocate to otleeuntries also contributed to workers’
insecurity.

In Asia and the Pacific also, employment insecurits highlighted as a prominent
challenge. One respondent pointed out that in @istbuntry the predominant MNE practice
of employing people through contractors on a camtrasis meant that employment security
was not prevalent. A respondent from another cguaito testified that a practice of hiring
on a basis of short term contracts was commonndéthar country, it was reported that
workers employed on a kind of contract differeoiirthat enjoyed by regular workers had
limited access to social protection schemes. Semspondents echoed others in Africa and
the Americas by highlighting the employment insé@gunherent in the practice of MNEs
moving production to other countries, or to off-8hg jobs.

Inadequate compliance

A further prominent challenge was perceived to badequate compliance with, and
enforcement of, labour laws. In Africa, one workesrganization suggested that the lack of
enforcement of national labour laws contributeéhsecurity. Also, respondents from four
countries in that region said that, at times, Mif#ed to comply with the labour regulations
of the host countries concerning conditions of w&&spondents in two countries suggested
weak enforcement of national labour laws was aeafigleficiencies in OSH.

In Asia and the Pacific, a respondent in one cgua#id that some MNEs were not

respecting national laws concerning freedom of@asion and collective bargaining. Also,
some respondents said that labour inspection pesctregarding MNEs are either

7 See ILO 2015c, p.32.
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insufficient or ineffective. One workers’ organimat respondent reported a challenge
related to MNE compliance with international OSkinstards. In the Americas, the absence
of effective inspection mechanisms to check fotations of OSH law was mentioned.

Some respondents indicated that the national lalows themselves (rather than their
enforcement) could be problematic for decent wamkAfrica, one respondent suggested
that in her/his country the source of employmestaurity lay in national laws which, it

was said, had been designed against the inteffestsrleers in order to attract FDI. Also, in

Asia and the Pacific, some respondents indicatatttteir national laws were promoting
insecurity, and/or hindering freedom of associagteod/or generally undermining efforts to
ensure decent work. One workers’ organization gzl in its country many MNEs were

concentrated in a free economic zone, where workeeved inferior treatment in terms of
wages, benefits and other working conditions bexdmssinesses were exempt from
complying with national legislation. In another oty, it was explained that in an MNE

industrial zone, the law does not allow workerfoton trade unions.

In conclusion, it can be said that the perceptiohthe respondents in the three regions
confirmed that MNEs could offer developmental oppoities, but also challenges. MNEs

were seen as offering the opportunity to increasml@yment creation and promote

economic growth through various mechanisms sutécsology transfer, skills upgrading,

and linkages with local enterprises. They were #isaght by some to have the potential to
pay higher wages, and to help the spread of goodlsand labour practices, including in

OSH. However, examples were also cited of socidllabour deficits in the operations of

some MNEs, which could hamper attempts to promatduyctive, inclusive, and sustainable

economic development. These deficiencies appearageas such as disappointing wage
levels, OSH, child labour, lack of equality of opjpmity, perceived MNE obstacles to or

non-respect of freedom of association, and insgoofemployment. The weak enforcement
of national labour laws, or possibly the laws thelwss, and MNE subcontracting and

outsourcing practices were included amongst thdéaeggions for cases of poor working

conditions, including employment insecurity.

The ILO MNE Declaration has embedded within itphi@ciple to encourage social dialogue
as a means of addressing the kinds of opporturdtidschallenges highlighted above. The
following chapters consider the possible role aialodialogue.
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Chapter 4. Governance and social dialogue at various levels

According to a 2011 United Nations Development Paogne (UNDP) publication:
“(Governance) comprises the mechanisms and pracémseitizens and groups to articulate
their interests, mediate their differences and @sgertheir legal rights and obligations. It is
the rules, institutions and practices that setttimand provide incentives for individuals,
organisations and firms (UNDP, 2011, Ch.8, footrifiep. 287).” Governance goes beyond
simply government to encompass a range of natiamal international entities and
institutions.

MNEs and governance

The increasing globalization fired by rising levefs=DI and global sourcing practices has
been accompanied by demands to improve global gamee. Consequently, we see a
number of global institutions involved in trying tegulate international business activities.
These include the World Trade Organization, thesuwf which can affect government
strategies to control inward and outward movemenhfsroducts. It was also the scene in
past years of a failed attempt to regulate labomdiions and perhaps combat tendencies
to “race to the bottom” by inserting a social ckugto trade rules. Other important
institutions include the World Bank and the Intdim@al Monetary Fund. There are also
international organizations that seek to influetedgour conditions in MNEs and their
suppliers through voluntary codes. The internatidabour standards of the ILO are
particularly influential, with the eight core comtmns widely adhered to by other
organizations and MNEs. And then there is the ILKRANE Declaration, which is a focus of
this report. Also, of increasing relevance for MNizs been the OECD’s Guidelines for
Multinational Enterprise$,a voluntary code of responsible business practiegsch
includes adherence to the ILO’s core conventionigla principles of the MNE Declaration,
and which is being promoted by 46 countries. Atke,United Nations Guiding Principles
on Business and Human Rights call on businessessfiect human rights, including by
behaving in accordance with the ILO’s DeclarationFundamental Principles and Rights
at Work. The United Nations Global Compact urgelsesithg enterprises to comply with
principles in the areas of human rights, labowg,ghvironment and anti-corruption.

Of increasing importance has been the role of matiiwnal trade agreements. Some of these
are bilateral, but others, such as the North Amagrieree Trade Agreement and agreements
involving the European Union (EU) and other cowd#yiare multilateral. Most recently,
major multilateral trade agreements being negatiielude the Transatlantic Trade and
Investment Partnership (between the United Stdtédsnerica and the EU) and the Trans-
Pacific Partnership Free Trade Agreement (involvemyeral countries that border the
Pacific Ocean). Such trade agreements are strobglghovernance tools and often include
labour and/or environmental provisions stipulatiggic conditions that must be adhered to
in participating countries (See Box%3).

8 The OECD MNE Guidelines provide voluntary prineipland standards for responsible business
conduct in areas such as employment and indusklations, human rights, the environment,
information disclosure, combating bribery, consuimégrests, science and technology, competition,
and taxation. By 2014, governments in 34 OECD agemtind 12 non-OECD countries had agreed
to adhere to the Guidelines.

9 The inclusion of labour provisions in trade agreats has increased considerably over the past 25
years. For example, while in the period 1995-99 dnper cent of trade agreements contained labour
provisions, the percentage rose to 11 per certhéoperiod 2000-04, and to 31 per cent for theogleri
2005-09 (ILO, 2009).
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Box 3. Example of labour provisions in an international trade agreement

A free trade agreement between European Free Trade Association (EFTA) States and Costa Rica and
Panama was signed in 2013. The agreement addresses a range of issues related to trade, investment, intellectual
property rights, and sustainable development. It asserts that economic development, social development, and
environmental protection are interdependent and mutually supportive components of sustainable development.
The parties commit to respect, promote and realize international labour standards, with explicit reference to the
ILO Declaration on Fundamental Principles and Rights at Work and its follow-up; to implement multilateral
environmental agreements; and to encourage corporate social responsibility. In addition, the parties explicitly
recognize that they should not weaken labour or environmental protection to attract foreign investments.

Source: ILO, 2014a.

Also significant at the international level are #ttempts to regulate the behaviour of entire
cross-border supply chains associated with theevethain of an individual MNE or a global
buyer, or groups of such entities. This form ofssrborder governance can include private
voluntary corporate codes of conduct establishethdhyidual MNEs, groups of MNES, or
multi-stakeholder groups; and the aforementione®, |lOECD, and United Nations
institutional codes of practice to which MNEs amygrnments can adhere. Also important
are international framework agreements (see below).

Social dialogue at various levels

Social dialogue often plays an important role irveypnance processes. Social dialogue
affecting MNE operations can occur at differentelsv At the international level, social
dialogue is inherent to the operations of the IL@d @he production of governance
instruments such as international labour standandsthe ILO MNE Declaration. Also
important are international framework agreemerifa\¢) (see Box 4) between individual
MNEs and global trade unions, which set out theditams to be adhered to across the
worldwide operations of MNEs.

Box 4. International Framework Agreements

International framework agreements (IFAs) are negotiated agreements between multinational enterprises
(MNEs) and global union federations (GUFs) representing workers at the global level by sector of activity. IFAs
are aimed at jointly promoting and monitoring fundamental labour standards across the worldwide operations of
MNEs, in particular in the areas of freedom of association and the right to collective bargaining, but also in the
areas of good labour relations and decent conditions of work. In 2011, it was reported that IFAs were aiming
increasingly to anticipate and mitigate the impact of company restructuring, and that occupational safety and
health (OSH) issues had also come to the fore (Papadakis, 2011).The number of IFAs is rising. In October 2012
it was reported there were 80 IFAs in force worldwide, covering some 6.3 million workers, excluding suppliers
and subcontractors (ILO, 2013b). By June 2015, the number of IFAs appears to have risen substantially. At that
time, 112 companies were identified as signatories to a global framework agreement (Hadwiger, 2015).

Social dialogue can also exist at the regionallldver example, in Europe the European
Economic and Social Committee (EESC) provides adticthe European Parliament, the
Council of the European Union, and the European i@ission. In Africa, the Economic,
Social and Cultural Council of the African Unioropides a forum for 150 representatives
from a broad range of civil society organizatiomsning from the member States of the
African Union. In South America there is the Adwigdeconomic and Social Forum of
MERCOSUR.

Social dialogue also occurs at the national, sutmal and local levels, involving bipartite,

tripartite or bipartite/tripartite-plus governanaestitutions. Some of these might be
permanent, as in the case of city consultative citairin Liepaja, Latvia, representatives
from Liepaja City Council, employers’ organizaticarsd workers’ organizations engage in
the Trilateral Consultative Council, addressingreenic and social problems in the area. In
Mexico City, the Economic and Social Council of NexCity is an advisory body made up
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of 62 members drawn from employers, trade uniongjeusities, civil society, and other
organizations (AICESIS-ILO database). A city-lefaum for social dialogue also exists in
Buenos Aires, Argentina (see Box 5).

Box 5. City-level social dialogue in Buenos Aires, Argentina

In Argentina, the Economic and Social Council of the City of Buenos Aires has 25 members. It is made up
of representatives of trade unions, business organizations, and civic associations (including universities,
professional associations, consumer protection organizations, cooperatives and mutual societies, and religious
organizations).

The Council provides opinions on economic and social laws and projects proposed by the city’s legislative
and executive bodies.

Source: AICESIS-ILO Database.

Some social dialogue institutions might be esthblisto address specific initiatives, such as
in the case of Europe’s territorial paét©thers might be ad hoc multi-stakeholder bodies,
or “task forces”, set up to address specific crisash as when there is a major plant closure
— as was the case with the collapse of MG Rov8&inmingham, United Kingdom, in 2005
(Bailey et al., 2014). Or, such bodies may be fatmhen enterprises need to collaborate
together and with other stakeholders in order ®rcome a threat of regulatory barriers to
accessing international markets, such as mightrogben customers require adherence to
particular quality, environmental, or labour stami$aIn Sialkot, Pakistan, allegations of the
use of child labour in the supply chains of globpbrts brands threatened to cause an
international boycott of soccer ball exports, réaglin different stakeholders coming
together to sign the Atlanta Agreement (see, fangple, Lund-Thomsen, P. and Nadvi, K.,
2009).

Finally, social dialogue occurs widely inside epteses. Employers and workers in
individual enterprises may engage in a range aistraal relations activities.

A governance gap

In 2016, representatives of employers’ and workerganizations and governments met at
the annual International Labour Conference to disdtie issue of decent work in global
supply chains. The Tripartite Committee on Decerk\in Global Supply Chains met in
several sittings over late May and early June 20h6é.number of members attending each
sitting was substantial, varying from 129 to 234.

Despite the proliferation of governance activitigsscribed above in this chapter, the
Committee echoed the findings of the follow-up eesh to the ILO MNE Declaration
described in Chapter 3 by concluding that, notvéhding the developmental potential of
global supply chains, there were also various dewerk deficits or challenges. Employers,
workers, and government representatives were geaggnt that there existed a “governance
gap” permitting decent work deficits, and that thap needed to be bridged. This finding

10 Territorial pacts have been established at variimss in numerous European countries, such as
Italy, Austria and Ireland, where the social panengage in social dialogue to come to agreement
on economic and social strategies appropriatedal kituations.

11 Stakeholders included major sports brands, thed\Federation of the Sporting Goods Industry,
the Soccer Industry Council of America, the ILOe tbinited Nations Children Fund, Save the
Children — United Kingdom, and the Sialkot ChambeCommerce and Industry (Lund-Thomsen
and Nadvi, 2009).
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was set out in a document presenting the Comméttessolution and conclusions (ILO
2016b) (see Box 6).

Box 6. Conclusions of the ILO Committee on Decent Work in Global Supply Chains, International
Labour Conference 2016

At the 105" session of the International Labour Conference in Geneva, held between the end of May and
the beginning of June 2016, the Committee on Decent Work in Global Supply Chains concluded in a conference
report that “failures at all levels within global supply chains has contributed to decent work deficits for working
conditions (paragraph 3)". It was further concluded (paragraph 8) that “despite (a wide range of interventions at
different levels) to ensure that economic development and decent work in global supply chains ... go hand in
hand, decent work deficits and governance gaps continue to exist and these challenges must be addressed”. The
conclusions then go on to reiterate that “the General Assembly resolution through which the UN Guiding Principles
were adopted in 2011 ... highlights that weak national institutions, legislation and implementation hamper
maximizing the benefits of globalization and that further action is required to bridge governance gaps at the
sectoral, national, regional and international levels (paragraph 13).

Source: ILO, 2016b.

In the report of the discussion (ILO, 2016c), whipgleceded the formulation of the
conclusions, specific reference was made by sormakgps to the relevance of the ILO’s
MNE Declaration for addressing the governance déqre generally, different speakers
emphasized the relevance of different levels okgoance. For example, some speakers put
more emphasis on bridging governance gaps at thes dtyorder level. Others favoured a
focus on national governance deficiencies, whilk sthers emphasized the need for a
multilevel approach. For example, the Uruguayan geament member “reaffirmed the
importance of governance solutions at both theonatiand international levels, including
social dialogue and transnational bargaining” (geaph 162). The Tunisian Government
member emphasized “the importance of social disaggia unique tool to tackle the issue
of decent work in global supply chains” and advedahat “governance measures should
be developed by participatory frameworks involvigayernments, employers, workers and
the business community (paragraph 187)”".

This report focuses on the national level of gogeoe and considers the potential for the
participatory framework provided by an ESC-SI tdpheeduce the governance gap by
promoting adherence to the ILO’s MNE Declaratidran be argued that it is at the national
level that the exercise of governance is partitplsalient for MNE operations. National
governments are responsible for putting in plackaarying out policies and programmes
to leverage the positive potential of MNEs whilelueing any negative effects. National
labour laws set the standard for MNEs and theipbeys (Markey and Ravenswood, 2009;
World Bank, 2003). Many MNEs seeking to source frimzal suppliers compliant with
corporate social responsibility (CSR) requirememtsild welcome strong national labour
laws and sound even-handed enforcement (World B283). A sound national regulatory
policy and effective implementation can help t@esstandards, create a level playing field,
promote productivity and competitiveness, and, @die transnational governance
arrangements such as IFAs, help to inhibit a globeé to the bottom. Furthermore, strong
national governance institutions can promote berafeffects by employing appropriate
economic, social, and industrial policies, strategiand interventions tailored to domestic
conditions.

It is clear that national governance is of crucgévance to countries, employers, workers
and MNEs. Yet, while the spread of global supplyaioh and global governance
frameworks, including private codes of conduct, basn well studied, the role of national
governance seems to have been relatively neglettad. report brings focus to social
dialogue in national level governance institutiomsmely ESC-SIs, and their potential for
helping to reduce the governance gap through thmgtion of the principles of the MNE
Declaration.
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Chapter 5. Social dialogue at the national level: ESC-SIs

An institution that, on the face of it, could plaignificant role in national governance and
in furthering the application of the principlestbé MNE Declaration is a national ESC-SI.
The International Association of Economic and So€auncils and Similar Institutions
(AICESIS) and the ILO have created a joint evolvilagabase on ESC-SIs that lists councils
in terms of a number of variables, including simandates, committees or working groups,
publications or studies, and competences (see AIGH database). This chapter draws
on that database as it appears in 2016 in ord@rdeide an introduction to ESC-Sls,
describing what they do, outlining aspects of tloeganization, and showing their names
and the countries in which they are located.

An ESC-SI is a forum in which representatives dfedént economic or social groups in

society can express their voices and engage imlsdelogue. The term “economic and

social council” is the most common name but suslititions also go by other names, albeit
with the same basic aims and characterization (f®eeexample, Boxes 7 and 13 for

examples of names for similar institutions). A nmajue of an ESC-SI is typically to provide

the government concerned with strategic advice @mn@mic, social, or labour-related

policies. For this, ESC-SIs may carry out studiggte reports, and review and comment on
government social or economic policy proposalsdnadt legislation. Potentially, therefore,

an ESC-SI could have a significant influence ontate® development strategies by
contributing to the framework of laws, policies gnihciples that guide action. This would

apply as much to initiatives aimed at MNE-relateatters as it would to other areas.

A second important function of ESC-SIs is typicalty act as a means of encouraging
different groups to reach consensus on socioecanamd labour matters, helping to
minimize industrial or broader social strife, agihg the basis for collective actions, in
some cases resulting in formally binding agreementsacts.

ESC-Sils vary significantly in size. There are thagh comparatively small membership, such
as the Economic and Social Council of the Repulfli&rpska, with nine members, or the
Economic and Social Council of Honduras, which1#aOthers have larger membership, such
as Italy’s National Council of Economy and Labouthvé4 members and the Economic, Social
and Cultural Council of Niger, with 99. There averlarger ones, such as the Economic, Social
and Environmental Council of France, which has@2&snbers (AICESIS-ILO database).

Employer, business and worker representativesyareally present in a council, which in
some cases will be restricted to a tripartite (@yls, workers, government) or bipartite
(employers and workers) format. In many cases, heweepresentation has been extended
to cover a broader range of civil society. Thiedater representation is usually referred to
by the ILO as tripartism- or bipartism-“plus”.

Frequently, ESC-SIs organize their work throughows committees or commissions that
individually focus on a particular economic or sd¢heme. Jordan’s Economic and Social
Council is listed on the AICESIS-ILO database agaaizing its work through five
committees: “Labour Relations”; “Economy and Enwingent”; “International Public
Relations”; “Evaluating Projects and Policies”; d&bcial and Cultural Matters”. Latvia’s
National Tripartite Cooperation Council has sevemmittees, while France’s Economic,
Social and Environmental Council is listed as hgvith (AICESIS-ILO database). Councils
typically have a secretariat attached. These ramgize from less than 10 employees in
secretariats for councils in countries such asafRthland Nicaragua, to over 100 employees
in countries such as Algeria, Chad, and the Nethdd.
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Europe

ESC-SIs are widespread and appear to be growimgiimber. AICESIS-ILO’s database
currently lists around 98 national ESC-Sls. Takimg account other sourcééjt appears
there are in excess of 100 countries with nati&®(C-Sls.

Many countries in Europe have ESC-SIs (see Boinéliding a majority of those in the
European Union (EESC, 2010). Europe’s ESC-SI meshigeis more likely than in other
continents to be tripartite, restricted to the abpartners and government. This is the case,
for example, for councils in Albania, Poland, afhovBnia. However, a majority of councils
in Europe also include representatives from otlumias groups. For example, Spain’s
Economic and Social Coungiicludes not only representatives of workers angleyers,

but also people from “agricultural and professiomi@anizations”, the “maritime-fisheries

sector”, “consumers and users”, “social economypeoatives,” and “experts in the social,
economic, and labour fields” (AICESIS-ILO database)

ESC-SIs in Europe typically provide advice to goweent and act as forums for discussion
amongst different social groups and, in some caggeement-making.

Box 7. Examples of ESC-SIs in Europe (AICESIS-ILO Database)
Country Name of ESC-SI
Albania National Labour Council
Armenia Public Council
Azerbaijan Council of State Support to Non-Governmental Organisations
Austria Advisory Council for Economic and Social Affairs
Belgium Central Economic Council
Bosnia and Herzegovina Economic and Social Council of the Republic of Srpska
Bulgaria Economic and Social Council
Croatia Economic and Social Council
Czech Republic Council of Economic and Social Agreement
Denmark Economic Council
Estonia Economic and Social Council
Finland Economic Council
France Economic, Social and Environmental Council
Greece Economic and Social Committee
Hungary National Economic and Social Council
Ireland National Economic and Social Council
Italy National Council of Economy and Labour
Latvia National Tripartite Cooperation Council
Lithuania Tripartite Council
Luxembourg Economic and Social Council
Macedonia Economic and Social Council
Malta Council for Economic and Social Development
Monaco Economic and Social Council

12 For example, a 2013 ILO publication reported tlraechanisms for national tripartite social
dialogue have been set up and function in some 8% of ILO member States” (ILO, 2013b, p. 43).
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Country Name of ESC-SI

Montenegro Social Council

Netherland Economic and Social Council

Poland Social Dialogue Council

Portugal Economic and Social Council

Romania Economic and Social Council

Russia Civic Chamber of the Russian Federation
Serbia Social and Economic Council

Slovenia Economic and Social Council

Slovakia Economic and Social Committee

An example of an ESC-SI that carries out studiespovides advice to government, while
also acting as a forum for concertation and agreemeaking is Portugal’s Economic and

Social Council. Box 8 describes its membership, caée, committees, and examples of
subjects on which it has provided opinions.

Box 8. Portugal: Economic and Social Council

Portugal’s Council has 66 members. They include representatives of employers, workers, government and
civil society. This last group includes individuals of renowned merit; and representatives from cooperatives; local
government; disability organizations; finance and insurance organizations; women’s associations; agriculture;
young entrepreneurs; universities; the Higher Council for Science, Technology and Innovation; family
associations; social welfare institutions; associations for consumer protection; associations for environmental
protection; autonomous regions; the State corporate sector; and professional associations.

In regard to its mandate, the Council is a constitutional body for consultation and social concertation. It
gives opinions on drafts of programmes and policies for social and economic development, regional development,
and other matters; offers a space for social dialogue between the government, the social partners and civil society;
and, through arbitration, aims to settle collective disputes in labour relations.

The Council has provided opinions on: 1) the competitiveness of cities, social cohesion and spatial planning;
2) the economic, social and organizational consequences of an aging population; 3) corporate social
responsibility; 4) services of general interest; 5) the main options for the plan and development strategy; 6) the
draft State budget for 2014; 7) people with disabilities: mobility, education, and work; 8) the future of the Eurozone;
and 9) the Lisbon Strategy.

The Council has the following committees: 1) Specialized Standing Committee on Social and Economic
Policy; 2) Specialized Standing Committee for Regional Development and Land Planning; 3) Standing Committee
for Social Concertation.

Source: AICESIS-ILO Database.

The Americas

In the Americas, ESC-SIs exhibit a variety of mershg forms, ranging from those that

are more narrowly restricted (such as the “workensployers, and expert representatives”
format of the ESC-SI of Aruba), to those with michader representation. The council of
Panama, for example, includes numerous civil speepresentatives (of churches, youth,
indigenous people and more) in addition to repriedes of private enterprises and

workers. Examples of countries in the Americas \BE8C-SIs are presented in Box 9.

Box 9. Examples of Countries with ESC-SIs in the Americas

Aruba, Brazil, Curacao, Dominican Republic, Ecuador, El Salvador, Guatamala, Honduras, Jamaica, Mexico,
Nicaragua, Panama, Paraguay, Peru, Sint Maarten, Suriname, Trinidad and Tobago, Uruguay, Venezuela.

Source: AICESIS-ILO Database.
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An example of an ESC-SI that has a predominaripwtiite membership with, in addition,
a number of non-voting social organizations, is tid@eru. Box 10 describes that council’s
membership, its mandate or mission, its standimgnaizsions or committees for addressing
specific issues, and examples of reports it hadymed between 2007 and 2013.

Box 10. Peru: National Council of Labour and Employment Promotion

Peru’s Council has 25 members distributed as follows: managers (10); workers (8); government (1); social
organizations (groups with voice but no vote) (6).

In terms of mission, the Council serves as a mechanism for social dialogue and the coordination of policies
on labour, employment promotion, job training, and social protection for national and regional development.

There are commissions for: 1) Labour; 2) Employment; 3) Professional Training; 4) Social Security; 5) Anti-
crisis; 6) the Analysis of Productivity and Minimum Wages; and 7) the Analysis of the Informal Economy.

The following are examples of reports produced by the Council: 1) Productivity Growth and Adjustment of
the Minimum Wage (2007); 2) Measures to Improve Working Conditions of Workers in Urban Transportation,
Inter-city, and Inter-provincial Passage (2007); 3) Policies of Ignition for Growth in Productivity (2008); 4) Labour
Market Performance in Peru: 2007 (2008); 5) Characterization and Problems of Workers in the Informal Economy
in Peru (2008); 6) Proposal of Incentives for Training and Innovation (2009); 7) Guidelines to Counteract the
Effects of the Crisis on the Economy, Productivity and Employment (2009); 8) National Employment Policies
(2011); 9) Analysis of the International Situation and Its Impact on the Economy (2013).

Source: AICESIS-ILO Database.

Asia

Asia also has countries with ESC-SIs, which prowsttategic advice to the governments
concerned and act as forums for the promotion bésimn and consensus. Box 11 provides
examples of Asian countries listed as having ESC-SI

Box 11. Examples of countries with ESC-Sls in Asia

China, Israel, Japan, Jordan, Laos, Lebanon, Mongolia, Nepal, Philippines, Saudi Arabia, Republic of
Korea, Thailand, United Arab Emirates, Viet Nam.

Source: AICESIS-ILO Database.

As elsewhere, in Asia there are significant diffees in the size of ESC-SIs. For example,
while Jordan’s Economic and Social Council has 4ntvers, Lebanon’s Economic and
Social Council has 71, and China’s Economic andab@ouncil has 200. For 11 of the 14
councils highlighted in Box 11, information on coosftion is available. This indicates that
at least seven of the 11 ESC-SIs include civil &yciepresentation, and at least the same
number also include representatives from workenpleyers, business or the private sector.

As elsewhere, work in Asia’s councils is often @ar out through subject-focused
committees. For example, Lebanon’s Economic an@aBGouncil is listed as having eight
committees, while China’s Economic and Social Cduras six. In the Republic of Korea,
over the years the Economic and Social Develop@entmission has established numerous
working committees, each focused on a specific emipbjsuch as the Committee on
Advancement of the Labour Market (2011), and then@dtee on Jobs for Work-Life
Balance (2013).

An example of a council that includes represengatiof employers, workers, government,
and civil society, is that of Jordan (see Box 12).
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Box 12. Economic and Social Council of Jordan

Jordan’s Council has 44 members composed of representatives of workers, employers, government and
civil society.

The Council plays a consultative and advisory role, and its mandate includes: assisting policy decision-
makers; approving plans and programmes; developing public policy; promoting social cohesion; acting as a
permanent forum for social dialogue; evaluating social conflicts and policies; consolidating the principles of
democracy; and fighting against corruption, marginalization and social exclusion.

Examples of papers, observations, recommendations and activities include: proposed amendments to
labour law; observations on national employment policy; corporate social responsibility in Jordan; a policy paper
on female labour force participation; recommendations on the health insurance sector; the Economic and Social
Report 2012; assessing the middle class in Jordan, 2008; participation in the preparation of the National
Employment Strategy; observations with regards to the General Budget Law for 2010; the most important
developments of Jordanian foreign trade during the period 2000-2010; foreign trade development in Jordan and
its implications for the national economy for the period between 2000-2011; recommendations on the promotion
of national exports; recommendations on stimulating the real estate sector; opinion paper on proposed civil status
law; a document entitled “the Rule of Law: the Safety of Citizens and the Security of the Nation”; an opinion on
demographic challenges; recommendations on “Rule of Law and Rising Social Tension”.

It has the following committees: Committee on Labour Relations; Economic and Environmental Committee;
Committee on International Public Relations; Committee for Evaluating Projects and Policies; Social and Cultural
Committee.

Source: AICESIS-ILO Database.

Africa

The AICESIS-ILO database lists 29 ESC-Sls in Afr{&ee Box 13). It is reported that
African ESC-SIs can lack institutional and finahaapacity (UNDESA, 2010), but they
can nevertheless be of significant size. For examiile council of Burkina Faso has
90 members while that of Cote d’'lvoire has 120.

Box 13. Examples of ESC-Sls in Africa
Country Name of ESC-SI
Algeria National Economic and Social Council
Angola National Council of Social Dialogue
Benin Economic and Social Council
Burkina Faso Economic and Social Council
Burundi Economic and Social Council
Cameroon Economic and Social Council
Chad Economic, Social and Cultural Council
Cote d'lvoire Economic and Social Council
Democratic Republic of Congo - Brazzaville Economic and Social Council
Republic of Congo — Kinshasa Economic and Social Council
Djibouti Social Development Agency
Gabon Economic and Social Council
Ghana National Development Planning Commission
Guinea Economic and Social Council
Kenya National Economic and Social Council
Malawi Tripartite Advisory Council
Mali Economic, Social and Cultural Council
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Country Name of ESC-SI
Mauritania Economic and Social Council
Mauritius National Economic and Social Council
Morocco Economic, Social and Environmental Council
Mozambique Advisory Labour Committee
Namibia Labour Advisory Council
Niger Economic, Social and Cultural Council
Senegal Social, Economic and Environmental Council
South Africa National Economic and Labour Council
Tanzania Labour, Economic and Social Council
Zambia Tripartite Consultative Labour Council
Zimbabwe National Economic Council

Source: AICESIS-ILO Database

Members of civil society participate in the largejarity of African ESC-SIs. In some cases
a broad range of groups are represented. For egathplSouth African National Economic
and Development and Labour Advisory Council (NEDDAGcludes, in addition to the
social partners, a range of civil society orgamiest such as the Women’s National
Coalition, the South African National Civics Orgaation, the South African Youth
Council, Disabled People’s South Africa, and oth8enegal’s ESC-SI also has broad civil
participation (See Box 14).

Box 14. Senegal: Social, Economic and Environmental Council

With a membership of 120, the Council has a broad composition that includes, for example, representatives
from: trade unions; employers’ organizations; farmers’ organizations, fishermen and loggers; women’s groups;
imams and clerics; Christian churches; mayors; cultural actors; persons with disabilities; youth movements;
organizations for the protection of nature and the environment; experts in economic, scientific, cultural and
environmental fields; and others.

In terms of mission, the Council is a consultative assembly. It: 1) reviews projects, bills, and decrees on
economic and social issues. It may undertake studies and give government its opinions on reforms likely to
promote the country’s economic and social development, and opinions on the implementation of economic and
social action programmes; and 2) promotes collaboration and ensures the participation of key sectors of the
country in national economic, social, and environmental policy.

The Council regularly collaborates with the Government to develop and implement national policies and
strategies, such as the Decent Work Country Programme; the Global Jobs Pact; the National Strategy for
Economic and Social Development; and work on Green Jobs.

Examples of publications, studies, reports and opinions include: 1) The Dakar Road Map for Promoting and
Implementing the Global Jobs Pact by the ESCs; 2) Soaring Food Prices of Basic Necessities; 3) The National
Waste Management Programme; 4) Energy Security in Senegal: For a Secure and Cheaper Supply; 5) The
Management of Chronic Diseases; 6) Effectiveness of the Instruments to Promote Good Governance in the
Rationalisation of Public Resources.

Source: AICESIS-ILO Database

In conclusion, it is clear ESC-SIs have been widstablished across the different regions,
engaging employers, workers’, and civil societyamigations in social dialogue at the
national level, providing strategic advice to gowaent, and forming an institutional
framework for consensus building and collectivaaactit would seem that these national
governance institutions could be ideally placedl@y important roles in furthering the
principles of the ILO’s MNE Declaration and in reilug the governance gap. But have
ESC-SIs hitherto been doing so? This questiondsesded in the next chapter.
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Chapter 6. Are ESC-SIs engaging in strategies to leverage

the operations of MNEs?

From the previous chapter, ESC-SIs appear to beplsded to engage in MNE-related
issues. But are they doing so? Do they, for exapgaley out studies on the presence and
behaviour of MNESs in their countries, looking a #inds of issues highlighted in the ILO’s
MNE Declaration, including with respect to MNEsadsished in the country, and of both
lead firms and their supply chains? Do they idgniihich sectors should be prioritized and
which kinds of inward investors should be targeted encouraged, and how they should be
encouraged — such as by utilizing special regufafescal, and trading incentives? Do they
propose framework conditions or rules for inwardeistment, such as in relation to local
sourcing, training, or labour standards? Do thesculs and make recommendations on
potential downsides of MNE operations or globalrsimg, such as in relation to working
conditions, obstacles to freedom of associatiorpleyment insecurity, or environmental
concerns? Do they discuss the need for local couatelocal staff requirements in MNE
operations?

If ESC-SIs do such things, we might expect it toddftected in the listing of the issues and
topics addressed by councils, as well as theilsasBaompetence, their missions, the names
of committees, the titles of reports, and the matte which they make recommendations.
In 2010, the EESC included names of committeesningions for 20 EU ESC-SIs (EESC,
2010). Also, a database hosted by the United Naixepartment of Economic and Social
Affairs (UNDESA database) presents the issues @pidd addressed by about 40 ESC-SIs.
In both cases, a substantial number of social,aoan and labour subjects are listed, such
as: economic, social, educational, and culturaless wages and wage-related issues;
economic and monetary policy and structural econaguiestions; regional development;
health, labour, and social affairs policies; armblar, employment, and social security. But
for both sources there is little to indicate muoteiest in the specific subjects of MNEs,
foreign investment, global production chains, in&gonal value chains, global supply
chains, or the like.

However, it should be noted that the categoriesl@yepd by the EESC and UNDESA
reviews are often broad. As such, some of the stgjisted might encompass MNE-related
issues, even if they are not explicitly mentioriEdere are a few references to subjects such
as the challenges of globalization; internatiorsian; sector policies; external affairs;
international policies; and corporate social resgality, which might be more likely to
include MNE-related matters. A more detailed dasabs the one managed jointly by
AICESIS and the ILO, referred to earlier, includimgChapter 5. Box 15 focuses on the
database’s category of “publications, studies apdnts”, and presents examples of studies
carried out by a sample of 10 ESC-SIs in Africa.

As can be seen in Box 15, the studies cover a rahgeonomic, social, labour, and cultural
subjects, but there is scant reference to subileatamight encompass MNE-related issues,
including strategies to leverage inward investnwrglobal sourcing. This general picture
of limited reference to subjects covering MNEsealated topics is repeated with respect to
the names of the many committees, working groups;ommissions listed in the full
AICESIS-ILO database, and in references to the edemees of ESC-SIs and the papers,
studies, opinions and recommendations they hawdupsa (see, for example, Boxes 8, 10,
12 and 14). Consequently, it would seem that spgics as MNES, international investment,
global production chains, global supply chains, amérnational value chains, and/or
strategies to leverage the best out of inward itnvest or global sourcing, have not been
widely addressed.
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Box 15. Examples of studies carried out by 10 African ESC-Sls, as listed
on the AICESIS-ILO Database (Algeria, Benin, Burkina Faso, Chad, Céte d’Ivoire,
Djibouti, Gabon, Ghana, Niger, Zambia)

+  Improvement of training conditions; livestock and fishing promotion; tax administration;

+  Promotion of culture; the energy crisis; effects of environmental deterioration on food security; social
dialogue for peace; socioeconomic effects of oil revenues;

+  Banking reform; tourism policy; globalization control; agricultural training; social exclusion; local
finances; agricultural development; social welfare system; report on human development;
employment; small and medium-sized enterprises (SMEs) and SME industries; school books; youth
protection and minor delinquency; town planning, natural and industrial risks; changes to the
economic and social information system; women in the labour market; what strategy for the
knowledge economy?;

«  The environment; women’s roles; fight against poverty, exclusion, and inequalities in poor and
dangerous areas; improving living conditions: infrastructures; minimum social services; access to
finance and micro-finance;

*  Youth and women’s unemployment; food security; the business case for the social responsibility of
organizations; enabling local authorities to achieve economic security; opportunities and prospects
for micro-insurance; the role of local communities in agricultural production; the planning and
management of markets;

+  Strategy for growth and the reduction of poverty; progress in achieving the Millennium Goals since
2006;

+  Promotion of manioc production as a contribution to food sovereignty and the fight against poverty;
employment problems of young graduates of higher education;

+  Codes on the safe use of chemicals; code of practice on HIV/AIDs; minimum wages; conditions of
employment; employment of young people;

+ Reforms to link education to employment to reduce youth unemployment; inventory of the
educational system; valorization of human capital for sustainable development; the challenges of
illiteracy and non-formal education;

+  Problems of violence; challenge of rubbish collection and processing; the rural landowner;
conditions for economic reflation; the question of insecurity; conditions for a good application of a
political agreement.

Source: AICESIS-ILO Database.

However, there are a few exceptions to the gempéstlre. There are a few references in the
AICESIS-ILO database to topics that could possérigompass MNE-related themes, such
as corporate social responsibility or foreign tratbvelopment. A clearer exception is
Kenya's ESC-SI, which includes in the database @ianzes references to: FDI, special
economic zones, and clustering and cluster devedapinitiatives, which imply interest in
MNE initiatives and inward investment. Similarljhet ESC-SI of the Netherlands has a
committee devoted to international corporate sa@aponsibility, which, as we will see
below, actually refers to the activities of MNEs.

The absence of extensive reference to MNE-relatbpksts in the titles of written reports,

and the names of commissions, competences, and afemterest, leaves open the

possibility that such topics have been addressedgluerbal discussions, whether on an
informal, formal, ad hoc or regular basis. A soutwd addresses this is a 2015 ILO survey.
Completed questionnaires were received from 28 E8Cfocusing mainly on the subject

of their potential roles in improving regulatorynopliance (see ILO, 2015¢J. Some

13 The ESC-SIs surveyed covered a range of courfioes across the world, of various sizes and
stages of development. Nine developing countriesnfAfrica, four EU countries, four non-EU

countries from the Balkans, four developing cowstrfrom Latin America, three large Asian
countries, two developing countries in Asia, and tountries from the Middle East were included.
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guestions related to MNESs. In one question, respoisdvere asked whether the policy areas
of their ESC-SIs “entailed discussion or consutaton how to maximize the positive
developmental impact of global supply chains orugathains and/or MNEs in their
countries”. Twenty (72 per cent) of the 28 respansisaid the issue was not discussed. This
generally confirms the impression given by sourciésd earlier that ESC-SIs have not
widely taken up issues related to MNEs and globatang, including leveraging the best
out of inward investment.

The above perception is strengthened by the faatt 19 (68 per cent) of the ILO’s
respondents did not tick any of three (ILO, OECIY &nited Nations) guidelines on MNEs
as “playing a role in discussions in the ESC-Sptobal supply chains”. Moreover, when
guestioned on specific issues, 20 (72 per centhalicnention building up any relationships
with key MNEs established in the country “specilflican the field of CSR, including respect
for national laws and the safeguarding of inteoral labour and environmental standards”.

Thus, it can be said that ESC-SIs are many ancpr@s all continents, but the evidence
from the limited number of studies available su¢géisat such councils have not hitherto
been widely active in providing strategic advicgtwernments on MNE-related issues, nor
in engaging in discussion on such matters, inclydiow best to leverage the possibilities
of FDI or trade for inclusive development. Howevese can say that there is clearly
widespread engagement with regard to labour, ecmnamd social development issues.
Therefore the prospects for future involvement iNBdrelated issues look promising. There
are also exceptions to the general picture of ioacThese matters will be discussed in the
next chapter.
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Chapter 7. In what kinds of MNE-related activities do or could
ESC-SIs Engage?

Although the previous chapter pointed out that EB@ngagement in specifically MNE-

related issues does not seem to be extensive, #ene indications that a minority of

institutions were nevertheless active. In the Il@A2 survey of ESC-SIs (ILO, 2015c¢), eight
(28 per cent) out of 28 council respondents sadpiblicy areas of their ESC-SIs entailed
discussion or consultation on how to “maximize fesitive developmental impacts of

global supply chains or value chains and/or MNEh@ir countries”. Then, of the 20 ESC-
Sls who said MNE issues were not currently disalissime (45 per cent) said they thought
they should be included within their organizatioat®pe in the future. The implication is
that weak current involvement should not be reald@sof interest in the subject, and that
under the right circumstances ESC-SIs could plégsrim furthering the principles of the

MNE Declaration. This chapter sets out areas wB&€-Sls have, or could be, active in
addressing MNE-related issues.

Organizing seminars and information exchange

Half of the above-mentioned eight councils in th©12015 survey who said they had
discussed MNE-related issues reported their aigsvib be in the sphere of round tables,
seminars, and information exchange.

Outside of the survey, a Chilean ESC-SI also has laetive in organizing seminars on
MNE-related issues (see Box 16).

Box 16. Chile: The Social Responsibility Council for Sustainable Development

In 2013, the Ministry of Economy, Development and Tourism established the Social Responsibility Council
for Sustainable Development to advice on public policy in the field of social responsibility. The Council references
the ILO’'s MNE Declaration as one of the five international frameworks that can guide good business behaviour.
The Council acts as a dialogue platform between different ministries, employers’ organizations, a trade union,
SME enterprise associations, non-governmental organizations, and academia, among others. It aims to identify
good practices and to propose concrete initiatives and policies to promote sustainable development.

In the framework of the Social Responsibility Council for Sustainable Development, Chile has organized
several seminars on the areas of the MNE Declaration, held jointly with the ILO, the Organization of American
States, and the Economic Commission for Latin America and the Caribbean (ECLAC).

Source: ILO, 2014a.

Providing advice on strategic policies for economic growth

Governments may have strategies to leverage thefiteenf inward investment or global
sourcing. For example, in some countries, the gowent or government agencies have
encouraged lead firms in supply chains to help dgvtheir suppliers. In other countries,
governments have targeted specific types of inwaredstors who might fill gaps in value
chains, or offer a particularly valued asset, sachdvanced knowledge in a particular field.
India has actively supported its largely exporented clusters, many of which supply
global buyers. Some countries insist on requiremdotr incoming MNEs. These
requirements might relate to areas such as tectppatansfer, and/or local content, and/or
employment and training of host country nation8lsch recommendations are made in the
MNE Declaration to encourage the positive contitoutof MNEs to socioeconomic
development in the host countries.
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ESC-SIs could advise on such strategies and psliE® example, the ESC-SI for Kenya is

active in providing advice on MNE-related strateggsues, has carried out research on
markets, value chains, and FDI, and has also atidsepolicies for clusters and special

economic zones (see Box 17).

Box 17. The Kenyan National Economic and Social Council (NESC): Engaging in strategic
MNE-related issues

The NESC has a broad-based membership and provides advice to the government on strategic policies to
promote economic growth, social equity, and employment creation. Advice includes the development of research-
based policies to strengthen the contribution of MNEs to economic growth. The advice is provided at council
meetings in which MNEs are represented by the Kenya Private Sector Alliance and other industry representatives.
Recommendations from the ESC-SI to the government have included, for example, the creation of special
economic zones, and the promotion of a cluster development strategy.

There has also been policy advice on mining and minerals, which led to the Mining Bill of 2014. The Mining
Bill expressly provides that each mineral right holder should give preference to hiring Kenyan citizens, and ensure
skill transfer and capacity-building among Kenyans. Regarding the country’s cluster development strategy, the
NESC has collaborated with the Ministry of Industrialization to improve the capacity to develop clusters by training
50 Cluster Facilitators.

Source: ILO, 2015c¢.

Providing advice on national labour laws and regulations

A particular characteristic of the principles oEtMNE Declaration is that they address
economic growth, working conditions and respectléour rights issues simultaneously.
Decent working conditions are integral to a sustai@ and inclusive growth strategy.

The national labour and regulatory environmentripartant for encouraging growth with
decent work, and this is an area in which ESC-8lddcprovide important input. It is clear
from both the AICESIS-ILO and UNDESA databases tloaincils have mandates to engage
in a range of labour and social issues, and to cemhon proposed new legislation, including
in the sphere of labour. The AICESIS-ILO databasts lvarious examples of councils
addressing labour laws and regulations, as evideimcéne names of reports, competences,
committees and mandates. Also, Hethy (2009) regdiniat national tripartite institutions in
Central and Eastern Europe addressed a rangeoirlssues, including, for example, wage
bargaining and the setting of national minimum vegthe formulation of labour,
employment and social policies; and the reconstmaf labour law (Hethy, 2009).

Providing advice on improving employment security

Labour laws are very significant for employmentiség, one of the topics in the ILO’s
MNE Declaration. The MNE Declaration advises thatuftinational enterprises equally
with national enterprises, through active manpoglanning, should endeavour to provide
stable employment for their employees” (see pa@pg&b). The Declaration also advises
that MNEs should provide reasonable notice to gowents and workers’ representatives
on operational changes that might have adverseteften employment so that there might
be joint examination of the implications, with thien of mitigating adverse effects to the
greatest possible extent (see paragraph 26). TheMNE Declaration goes on to say:
“Governments, in cooperation with multinational wsll as national enterprises, should
provide some form of income protection for workewhose employment has been
terminated” (see paragraph 28, ILO 2006).

The promotion of employment security is prominenthe MNE Declaration, but Chapter 3
of this report showed significant numbers of regfmis testifying that MNE operations
were giving rise to employment insecurity in thauntries. The rise of hon-standard forms
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of employment and growing insecurity has been ngitéd recently by the ILO’s World
Employment Social Outlook for 2015 (See ILO, 201%a)ecent years, labour legislation
in many countries seems to have included a lesg@fiemployment security, leading some
writers to assert that some States have delibgrptelided workers with weak protection
as part of “a race to the bottom” to attract FDIng&y, 2013):* The effects of employment
insecurity are all the more deleterious the leaseStprovide an adequate out-of-work social
protection system. Given the threat of rising prieesness, ESC-SIs could play important
roles in providing advice on appropriate employmeeturity and social protection
strategies and regulatory frameworks.

Engaging in collective actions

A potentially important role for members of ESC-&sto mobilize their organizational
membership and resources to put into effect, anoito policies, principles, or strategies
agreed upon during social dialogue, including gogswith MNE representatives.
Collective agreements or understandings could cavérll range of issues — including
economic growth issues, such as promoting MNE-lecérprise linkages, new business
start-ups, or research initiatives; or communityvétees (such as, perhaps, in regard to child
care, or transport, housing, or health areas) aarrower labour areas, such as wage rates,
training, rights of association, or others.

Where appropriate, member organizations can calabavith one another and/or outside
agencies, such as government institutions or iate&mal institutions, in public-private

partnerships. It is conceivable that mobilizatiamd ecollaboration could occur at both
national and international levels, such as when-B&Cin different countries cooperate
together.

Improving compliance

Improving compliance is one area that could be eskird through collective action.
Appropriate labour laws need mechanisms to ensomgplkiance. The 2015 ILO ESC-SI

survey, referred to earlier, asked questions aboatlvement in workplace compliance

issues. Eighty-six per cent of respondents saittiigadiscussion of workplace compliance
(albeit not specifically relating to MNES) has beemthe agendas of their institutions, while
78 per cent provided information in response tocdhestion: “What role does the ESC-SI
play or should play in sharing good practices omkpiace compliance and social dialogue
within global supply chains/global value chains?”

In fact, many ECS-SlIs in the ILO survey highlighteatious methods of how they do, or
would, go about collectively sharing good practioagpromoting workplace compliance in

global supply chains. Methods included providingied, including to the government

concerned and the social partners; organizing vwops and exchanging experiences;
carrying out studies; publishing and disseminatiagorts; promoting dialogue on the
subject; and, in one case, providing technicaktesce to specific sectors.

The above highlights the potential for ESC-SIs ¢oalstively engaged in ensuring labour
law compliance in MNEs and their supply chains sTgerception is strengthened by the fact

¥ In addition to lowering employment protection, @tHabour, environmental, fiscal and other
regulations could be weakened with the aim of etitng FDI. In 2004, the report by the World

Commission on the Social Dimension of Globalizatgtated there was “growing concern that
incentive competition between developing counttéeattract FDI is inducing these countries to go
too far in lowering regulations, taxes, environna¢mrotection and labour standards” (ILO, 2004,
paragraph 388).
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that eight (28 per cent) of the 28 ESC-SIs survesad they had “built up relationships”
with key MNEs established in the country specificah the field of CSR, including respect
for national laws and the safeguarding of inteoral labour and environmental standards”.
Furthermore, of the 20 councils that said theyatcbuilt up relationships with key MNEs,
seven (33 per cent) said that, in the future, swtiities should be included within the scope
of their councils.

Of those who said relationships had been formaeéetESC-SIs said they had interacted
with MNEs on the subject of CSR through forums, is@ms or meetings. One other said it
had urged a multinational retail chain to establistiade union branch. Yet another said
policy dialogue had led a leading minerals MNE tonpote an elaborate CSR programme
and to adhere to requirements for inward invesimrsmploy local staff and to engage in
skills transfer (requirements that are in line witie ILO MNE Declaration, paragraphs 18
and 30, 2006).

Promoting collaboration between public and private
MNE-compliance regimes

One area that potentially could lie within the seopf ESC-SIs is the facilitation or
encouragement of collaboration between, or harnatioiz of the work of, government
labour inspectorates and private sector auditarhfovoluntary codes of conduct for MNE
supply chains.

Other research has suggested that collaboratigainbraction, could be beneficial (see, for
example, Locke and Coslovsky, 2013). However, 12015 ILO ESC-SI survey, 75 per
cent (21) of respondents said they were not awaaaycollaboration between public and
private compliance regimes. Five (17 per cent) 8CESIs said they were aware of such
public-private partnerships in their countries, baty one of them gave an example that
possibly referred specifically to a case of collabion between State labour inspectors and
private enterprise auditors or compliance officédse ESC-SI said there was a public-
private initiative to eradicate child labour, inding in supply chains.

Nevertheless, despite a lack of awareness of aobdibbn reported by 21 respondents, seven
(33 per cent) of them said yes to the follow-upsfie®, which asked whether they thought
such collaboration should fall within the scopetleéir ESC-SI. The implication is that
public-private partnerships on compliance issuesiat common, but some ESC-SIs would
welcome involvement in future programmes.

Promoting compliance along global supply chains

Promoting CSR and compliance with laws and regaatialong the supply chain of an
enterprise, or a group of enterprises is very comnguch actions can be instigated and
monitored by enterprises themselves on the basthedf unilaterally adopted “supplier
codes”, or by single global employers and tradensthrough IFAs (see above), or possibly
by broader groups of stakeholders. ESC-SIs in homomtries would appear to be ideally
placed to engage in promoting such activities. @@ does is the Social and Economic
Council (SER) of the Netherlands. The SER has laedcan initiative to promote
international CSR, including along supply chairee(Box 18).
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Box 18. The Social and Economic Council (SER) of the Netherlands and corporate social responsibility
(CSR)

In 2008, the SER launched an initiative to promote international corporate social responsibility, including
responsible supply chain management. Various activities have been undertaken. In 2012, the SER decided to
continue with the programme by focusing on specific annual themes, based on the priorities set out in the
Organisation for Economic Co-operation and Development (OECD) Guidelines for Multinational Enterprises.

In 2013-2014, the SER Committee engaged on the theme of international CSR and chose to focus on and
undertake activities related to the theme of due diligence, a central concept in the OECD Guidelines for
Multinational Enterprises and the United Nations Guiding Principles on Business and Human Rights. As part of
its year-long focus on the subject of due diligence, the Committee wrote a report on due diligence, developed a
practical module on the various steps of due diligence, and worked with the Standardization Institute to develop
a code of practice aimed at integrating due diligence into existing risk management systems. The Committee also
organized a conference on due diligence, advised on international CSR covenants, and organized a workshop
for small and medium enterprises, multinational enterprises, and other companies, on how to identify,
appropriately prioritize, and start to address their most salient human rights risks, in line with the aforementioned
OECD Guidelines and United Nations Guiding Principles.

The overarching theme for 2014-2015 is the development of a national agenda that connects risks to
opportunities. In this context, attention will also be paid to the concept of a “living wage.” The SER will use, and
will continue to use, the OECD Guidelines and the United Nations Guiding Principles on Business and Human
Rights as frameworks for its international CSR-related activities.

Source: SER response to ILO, 2015¢

Engaging in compliance as a competitive strategy

Compliance with national and international qualitygiene, environmental, and labour

standards might be employed as a competitive girditge, for example, allowing enterprises

to differentiate their products from non-complia@mpetitors; or by enabling access to
regulated markets; or simply by preventing denfaharess to markets. See, for example,
the case of Sialkot's soccer ball cluster refetodd Chapter 4, where the use of child labour
was threatening to deny manufacturers access taircenarkets. Also, it could be argued

that compliance might have other competitive bésesiuch as improved productivity as a
consequence of better working conditions and marembnious industrial relations.

In the ILO-International Finance Corporation’s BettWork programme, which links
international buyers to national garment sectonproving compliance plays a key role. In
Central America, one developing country, Nicaragaag in the ILO 2015 ESC-SI survey
that its ESC-SI is involved in the Better Work praxgpme. The Nicaraguan Better Work
programme was launched in 2011 after the natiomgdl@yers’ association (Nicaraguan
Association of Textile Manufacturing) and the goweent (through the National Free Trade
Zone Commission) wanted to capitalize on the grosftthe garment sector by marketing
enterprises’ compliance with labour laws and iriéional labour standards (ILO, Better
Work, Country Programme Nicaragua) (see Box 19).
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Box 19. Better Work

The ILO-International Finance Corporation’s Better Work programme collaborates with 60
international clothing buyers and operates its programmes in eight developing countries (ILO, Better Work,
towards 2017).

The ILO acts as a convenor of key stakeholders. The programme has auditors who evaluate whether
factories are adhering to ILO core conventions and national labour laws, and people who provide training
and capacity-building.

Better Work is also collecting evidence that compliance with national labour regulations and ILO core
conventions is not only good for workers but also good for business (ILO, Better Work, towards 2017).

National stakeholders, including government, employers and trade unions, are being given an
increasingly large role in the delivery, and ultimately the governance of the Better Work programmes. This
is being established through Project Advisory Committees, which are made up of representatives from
government, employers and trade unions, to provide advice on programmes, as well as through active
partnerships with local representatives (ILO, Better Work, towards 2017).

An example of a Better Work programme is that launched in Nicaragua in 2011. In Nicaragua, the
clothing industry is worth USD 1,500 million and is one of Nicaragua’s most important manufacturing sectors
in terms of employment generation and national income. Better Work Nicaragua currently covers 27
factories (51 per cent of factories in the industry), encompassing more than 41,000 workers, of which 60 per
cent are women (ILO, Better Work, Country Programme Nicaragua).

In conclusion, it can be said that the evidenceatds that there are various areas in which
ESC-SIs already do, or potentially could, act taHer the principles of the ILO’s MNE
Declaration. These range from providing strateglei@ on a range of policy issues to
carrying out research and promoting informatiorseiisination; monitoring programmes to
promote productivity and growth, inclusive develat and standards compliance; taking
direct executive actions, and/or mobilizing memberdo so, possibly through partnership
agreements.
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Chapter 8. Obstacles that hinder the ability of ESC-SIs to
effectively address issues arising from MNE operations

Despite the potential, most ESC-SIs do not yet appehave been much engaged in MNE
and global sourcing issues. This is so even thoaghwe showed in Chapter 2, FDI and
global sourcing have increased significantly oesent decades and many governments are
pursuing strategies to attract FDI and global sagrdn this chapter we ask: what are the
past, and possibly future, hindrances to the glwiESC-SIs to effectively ensure that MNE
operations are positively harnessed for nationeéldpment, in line with the principles of
the MNE Declaration, thereby helping to reducegbeernance gap referred to in Chapter 4?

ESC-SI representation

The range of bodies represented on ESC-Sls vadasiderably, and this is likely to

influence what members might wish to discuss catile to discuss, and the likelihood that
recommendations would be acted upon. A particutestaxle to an ESC-SI's capacity to
provide opinions on MNE issues, and to act as anfiofor consensus formation and
agreement-making on policies affecting the openatiof MNEs or their supply chains,

could be the absence of such enterprises from ¢h@cd. In theory, MNEs could be

represented directly or through membership of beoadhployers’ associations.

In the ILO 2015 ESC-SI survey, 21 (75 per centyedpondents said that MNEs were
affiliated with employers’ organizations that wenembers of their ESC-SIs — suggesting
that many ESC-SIs do in fact include MNE repregeniaFor example, the Economic and
Social Council of Korea has as members the Korepl&rars Federation and the Korea
Chamber of Commerce and Industry. Well-known MNEattare members of those
employers’ organizations include Samsung ElectsynicG Electronics, and Hyundai

Motors. Also, in Montenegro, it is reported thatignificant number of MNESs operating in

the country are members of the Montenegrin Empkyederation, which participates in
the ESC-SI.

However, a significant minority (21 per cent) of &Sls reported that they do not include
employers’ organizations that have MNEs as memisensexample, in Mongolia, Albania,
and Namibia, it is reported that MNE affiliationttviESC-SIs does not exist. Moreover,
even for some of the examples in which MNEs are besof organizations affiliated with
ESC-Sils, the proportion of all MNEs that are inwahis not always large. For example, in
Romania and Serbia only some MNEs are affiliateith wrganizations that are members of
ESC-SIs. An absence of MNES, or global sourcingmanmes, could be seen as a weakness
for ESC-SIs wishing to address MNE-related isstibe.non-presence of other groups, such
as small enterprise associations, organizationstter self-employed, informal sector
representatives, youth groups, and community orgéions, might also matter. It may be
that given the growth of non-standard forms of eyplent, the prevalence of the informal
sector, and the importance of community conditifimseconomic development (see Pyke
and Lund-Thomsen, 2016), a council that includésoad range of actors might be more
relevant than one that includes only a small raofggakeholders.

Mandates of ESC-SIs

Another possible reason why MNE issues might negoinot feature in ESC-SI discussions
could relate to mandates. There is limited infoiorabn this, but it can be speculated that
some ESC-SIs, in particular those limited to tripp@representation, might see themselves
as being mandated to focus on specific labouredlatatters and not to consider broader
development issues. However, the evidence from AKEESIS-ILO and UNDESA
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databases and the EESC EU review mentioned edd&s suggest the large majority of
ESC-SIs have broader socioeconomic mandates.

Another constraint on mandates could be when ESCa® considered to be simply
advisory bodies, and so are prohibited from engpgirexecutive and monitoring activities
that might be seen as the prerogative of governmgancies. Certainly, ESC-SIs do not
seem to include amongst their members technicahcde® such as training institutes,
technology transfer agencies, supply chain devedmpragencies, labour and environmental
compliance institutions, and development agendigs. implication is that ESC-SIs have
not generally been set up as implementation agenamne so might not have the mandate or
the expertise to address certain executive matershe other hand, ESC-SIs do have the
potential to engage in monitoring and also to mobitheir membership and resources to
engage in practical implementation. Consequenthgaging in implementation is not
necessarily impossible.

In the ILO 2015 ESC-SI survey of 28 ESC-SIs, theués of mandates was sometimes
referred to by respondents as an explanation fgrtivre was no ESC-SI involvement in
particular MNE-related issues. For example, of2ZBecouncils that said they had not built
up “relationships with key MNEs established in deintry in the field of CSR, including
respect for national laws and the safeguardinght&rmnational labour and environmental
standards”, some respondents explained that suiditias do not lie within the scope of
their councils. One respondent simply said it watshis/her ESC-SI's role. Another pointed
out her/his ESC-SI was an advisory agency and didyet involved in executive matters.
One other said it was the role of government agsnaivhile yet another respondent said
such activities should be included within the dtitg of his/her council but it would require
a change in legislation.

Then, nine (37 per cent) of 24 respondents whoteaid ESC-SIs had not “built up expertise
in workplace compliance in export processing zospecial economic zones or free trade
zones, and operate monitoring activities on theeaientioned zones” also said their ESC-
ISs should not engage in such relationships irfuhee. Five gave reasons, namely: “there
were no [export-processing zones] EPZ's”, and goinfiplication, the question was not

relevant; “the activity was not in the scope of B&®C-SI”; “the ESC-SI was only an advisory
body and it was not in its mandate to monitor”; &ieéivity could not be carried out because
there was a “shortage of experts”.

The implication is that ESC-Sls might be constrdibg their mandates, but it is difficult to
assess how this would affect engagement on MNHEebigsues. Certainly, as pointed out
earlier, significant numbers of ESC-SIs surveyedheaylLO indicated a desire to engage on
such matters. This implies that for some at lgaandates might not be an obstacle, at least
when it comes to giving advice, albeit they miglet fmore so in respect of matters of
execution or monitoring.

A lack of expertise and/or resources

A lack of expertise in certain advisory areas casgave to narrow down an ESC-SI's
capacity. Also, some councils appear to be po@$purced and are said to only function
sporadically (ILO, 2013b). Earlier it was mentiorthat some African ESC-SIs can have
limited resources. A lack of funding for meetingsploying support staff, commissioning
research or consultancy expertise, writing and iphislg reports, and engaging in
monitoring or other activities could limit what ESEIs might be able to do.
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A propensity for bilateral relations

A possible reason why there has not been exteesiyagement by ESC-SIs in MNE matters
is that many discussions and negotiations betweemergments, representative
organizations, and MNEs occur on a bilateral badig ILO’s follow-up survey in Africa
(ILO, 2015b) found a variety of bilateral relatidiss. It reported that six out of 14
government respondents and eight out of 20 em@bgeganizations had representatives
or a specific office serving as a contact pointftmeign MNEs. Five trade unions also said
they had engaged in direct consultations with MNEgo reported direct consultations with
employers’ organizations; and one with an NGO. Meeg, 13 out of the responding 25
workers’ organizations said they had contact pdottsepresentatives of workers of foreign
MNEs. Just six workers’ organizations “noted thaswnce of tripartite dialogues or
consultations on MNE activities, either on a regolaad hoc basis” (ILO, 2015b, p. 45).

A question that arises is whether a preponderahaa preference for, bilateralism might
in some cases result in tripartite structures béiyygassed, especially if government and
MNEs prefer to engage in exclusive negotiations disdussions with one another. The
existence of bilateralism per se does not prectbdesimultaneous existence of tripartism.
For example, an ESC-SI might have an influence reméwork conditions that guide
discussions in bilateral negotiations. Alternatyyalome kinds of bilateral discussions — for
example, between trade unions and MNEs — mightsfaoua variety of specific issues,
while tripartite meetings might focus on more gehemes. Nevertheless, it does seem
possible that in some cases bilateralism mightdesl @s an alternative to tripartism rather
than as a complement.

The role of government

It might be government that exerts the greatesuénte on the likelihood of ESC-Sls

addressing MNE-related issues, and having influencelated policy. Governments create
regulatory frameworks that encourage, or not, tinea&tion of representative organizations,
thereby facilitating, or not, the exercise of voa® social dialogue. If tripartite forums for

social dialogue are created, the government igylikeinfluence the content and scope of
discussions, and the impact of those discussiomohcy.

Setting the agenda

In general, it appears governments are mostly respie for setting agendas, and indeed
for establishing ESC-SIs in the first place. Son&CESls, however, such as those of
Belgium, France, Republic of Korea, the Netherlazad Italy, have more room to initiate

work on particular themes (Bond et al., 2007)sltjuite possible that one reason why we
have found little evidence of widespread take-upbfE issues by ESC-SIs is simply that

many governments have not asked for advice on siadters.

Some governments might not wish ESC-SlIs to havat gméuence on policies, including in
respect of MNEs. A 2013 ILO report on social dialeguggested “many ESC-SIs are weak
and play only a marginal role in policymaking” (1.Q013b, p. 43), and that: “ILO
experience shows that in many countries tripaingétutions play at best a marginal role in
policymaking and often see their outputs bypasgegblsernments in shaping economic and
social policies” (ILO, 2013b, p. 47). A small UNDESurvey of 12 African ESC-SIs found
presidents/chairpersons and council members oftensidered the visibility and
acknowledgement of their work by governments aedtliblic as not satisfying (UNDESA,
2011). There is also a suggestion that some gowertsnmight take their ESC-SIs more
seriously at some times than others. Some couwar@lsaid to have been established at times
of political or economic crisis (Bond et al., 200@hd it could be that some councils are
more likely to be “activated” by government andiistened to at times of crisis (see, for
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example, Hethy, 2009, for tripartite institutiomsGentral and Eastern Europe), but perhaps
not at other times.

On the other hand, some councils do seem to haae llstened to, and on a more regular
basis. Councils in Ireland and the Netherlands waré to have played important roles in
their countries’ national economic revitalizatid®dofd et al., 2007). Also a survey of seven
(primarily OECD members) ESC-SIs (Belgium, Brakiktherlands, France, Italy, Republic
of Korea, Malta) found that in these cases most beembelieved that their councils had
been useful mechanisms for influencing governmetity decisions. However, in most
countries respondents also wanted more space ¢asdigssues that were not part of a
predetermined agenda. They also wanted to becomeimmlved in follow-up procedures,
including those related to policy implementatiorgnitoring, evaluation, and information
dissemination (Bond et al., 2007).

Development objectives

The ability for ESC-SIs to effectively influence NE\br global sourcing operations in line
with the ILO’s MNE Declaration might be thwartedaifi active role for social dialogue, or
the kinds of advice council members propose, omttievities they wish to undertake, are
not in line with a government’s general economicl @ocial development objectives,
including with respect to MNEs. A foundation of pickl will by governments is required
if there is to be genuine engagement with the &qge#atners for shaping national
development strategies (ILO, 2013b). With regardcemintries in Central and Eastern
Europe, Hethy (2009) suggested that practicespartism had little role in the neo-liberal
approaches of Czech Governments in the 1990s, ibwtefl with the social market
philosophies of certain governments in Hungary Rathnd, and where governments were
dominated by Socialists.

A government’s broad development strategy both aetémportant context for ESC-SI
deliberations, and also influences the potentiglotifzeness or, indeed, adoption of ESC-SI
policy recommendations. A development approachithptemised on the assumption that
raising, and ensuring compliance with, labour stads is good for economic development
is likely to increase the likelihood of the adoptiof some ESC-SI recommendations by the
government in question. These might include recendations to improve working
conditions, or freedom of association, or perhamsa$ protection floors (ILO, 2014b).
Equally, a government policy to weaken, or not etd#p labour standards because it is
thought that this could encourage more inward itnaest clearly sets a difficult context for
ESC-SIs wishing to address the kinds of challerigghlighted in Chapter 3. It may be
telling that the ILO’s 2015 ESC-SI survey foundttivien asked about challenges to future
compliance enforcement, 23 per cent (six) of ES@eSpondents answering this question
said that they thought a challenge to improvingkptace compliance was posed by the
“pressures to attract investment and the belidfghamoting workplace compliance deters
investment ” (ILO, 2015b).

A government that seemingly did welcome an actoke for social dialogue, and did try to

insert decent work objectives into its economiatsigy, was that of Brazil under President
Lula, and these objectives were translated intadiqular agenda for an ESC-SI. The
Brazilian Social and Economic Development Coun@DES) was established by a

government pursuing a growth strategy based omlsiociusion and was tasked to provide
advice on ways to advance the strategy (see Bax 19)

The case of Brazil offers some interesting lessdese an ESC-SI was set up to strategically
advise government on developmental issues, andaiticplar to provide inputs to the
government’s National Development Agenda. The EE€e8ms to have been particularly
successful in influencing policymaking. That theuccil did have significant influence on
government policy might reflect the active suppafrtthe Brazilian Government under
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President Lula for social dialogue, and its deteation to pursue a socially inclusive growth
agenda. As can be seen in Box 20, social secefitym was one of the council’s successes.
We can speculate on whether there would have bgenuah success had there been a
different government less committed to social djak, or to inserting decent work
elements, such as social protection, at the hddts development strategy. The case of
Brazil suggests that when it comes to the influeafdeSC-Sls, government prescriptions or
strategies for economic development matter.

Box 20. The case of the Social and Economic Development Council of Brazil

The Social and Economic Development Council of Brazil (CDES) has a broad-based civic membership that
goes well beyond a traditional tripartite organization. The Council was established in 2003 by President Lula to
act as a consultative civil society body for government. The aim was to carry out social dialogue in support of
development. The CDES has been mainly responsible for producing the National Development Agenda, a
comprehensive action plan for economic and social development.

The CDES is an advisory body for national development planning and not a managerial body involved in
policy implementation and monitoring.

In 2007, 27.5 per cent of the ESC’s 102 members responded to a United Nations set of questions about its
operations. Ninety-five per cent of respondents said the council had been a useful way for civil society to influence
government policy, and 90 per cent agreed that the government supported and implemented the ideas and
suggestions coming from the CDES. A source other than the survey has said that the government in fact adopted
about 80 per cent of the Council's advisory reports and recommendations (de Valk, 2009).

A Council-driven policy initiative that became government policy was social security reform that promoted
social inclusion and growth with wealth distribution. This reform was linked to the Programme for Accelerating
Growth, the great part of which, some respondents said, was drawn from discussion at the CDES.

There was some suggestion that some respondents felt constrained by a focus on the National
Development Agenda and that they would like a broader mandate. For example, because the environment was
not a priority of the Agenda it was not included in CDES discussions.

Although the council aimed to reflect the opinion of civil society at large rather than, say, simply the social
partners, it was also said that discussions in the council formed a basis for various social accords between
workers’ and employers’ organizations (de Valk, 2009). It was also reported by the United Nations survey that
some respondents would like to see broader civic participation.

Source: Bond et al. (2007), unless otherwise specifically indicated as De Valk (2009).

This chapter has highlighted a number of obstablatscould hinder the ability of ESC-SIs
to effectively address issues arising from MNE agens. These have included ESC-SI
representativeness, mandate restrictions, a laekpmrtise and resources, and the possibility
of bilateralism being preferred to tripartism. Bagrhaps the biggest enabler, or possibly
obstacle, is government.
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Chapter 9. Summary and conclusion

FDI and global sourcing have grown significanthyeovecent decades, providing countries
with both opportunities for, and threats to, brdaded and inclusive development. This
report has addressed the potential for ESC-Slsramgte the positive effects of MNE

operations, as advocated in the principles of @4 MNE Declaration, and has come to
the conclusion that this can happen, and that ESGz&n contribute to reducing the
governance gap in global supply chains as advocaitdtie 2016 International Labour

Conference. However, there are obstacles to overcom

In terms of maximizing the potential of MNEs foiopmoting national growth, ESC-SIs can
advise on, and collectively promote, a range of nm@monomic, fiscal, regulatory, and
industrial policies and strategies, including ortleat target inter-firm linkages, cluster
development, business start-ups, finance, traiind,more. In the social and labour sphere
also, ESC-SIs could play very significant rolesmvbers of ESC-SIs can carry out research,
advice on legal and other regulations, propose dwamnk conditions governing inward
investment, monitor compliance, come to agreemamntsngst themselves, and mobilize
their members to apply policies and supervise palpplication. With the right membership,
parts of supply chains hitherto unreached by coflesnduct could be reached.

However, it is clear ESC-SIs exhibit differing degs of effectiveness and influence on
government policy, and that there is little evideraf councils in either developed or

developing countries currently being widely engaigedsues specifically related to MNEs.

But there are exceptions and, moreover, it wasrtegdhat there is some enthusiasm for
doing more. The report has indicated areas in wtaehncils are or could be involved.

The report has also highlighted a range of potkotigtacles, including with respect to

expertise and resources, mandates, and representéthother obstacle could be the
preference of governments and MNEs to engage éxelysn bilateral discussions and

negotiation, thus bypassing any ESC-SI forum. Tkegan if governments were prepared to
involve an ESC-SI in discussions, the extent ofcinencil’s influence might depend on the
content and/or scope of subjects it is asked tercov

In fact, the role of government was identified es\g particularly significant. Of importance
would be a government’s political commitment to ME Declaration’s development aim
of promoting business growth and decent work stafsdim tandem, and its commitment to
the ideas that social dialogue, consensus and fbmgbion of social cohesion have
significant developmental roles. A sympathetic gowgent will commit time and resources
and look for ways to raise an ESC-SI's influeneepart of a broader agenda to implement
MNE Declaration principles and to incorporate deécewrk as an integral part of its
development strategy.

The focus on national ESC-SIs is not intended folyrthat other levels of governance are
unimportant. In fact, an enterprise and its workees/ be subject to local, national, and
international influences. The latter could incluftar, example, MNE voluntary codes of
conduct, international trade agreements, internatitabour standards, and IFAs. ESC-SIs
will need to work in the context of such influencesd ideally develop strategies to
harmonize them. Promoting enabling national legadl aegulatory frameworks, and
effective compliance regimes could, for exampleusefully linked to international efforts
to regulate MNE standards throughout their gloladdi® chains.

National governance is just one of several leveisfluence, albeit, we suggest, particularly
important, but that hitherto has not been in reicefghe attention it deserves. This study
constitutes only an initial look at the potential ESC-SIs to contribute to reducing the
governance gap, at least at the national leveleMesearch is needed on a range of issues,
and these are set out in the Annex. Of particuddweswould be feedback to this study from
the ILO’s tripartite constituents, in particularotie linked to ESC-Sls. It is therefore
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proposed that issues raised in this study be dssduat ILO-convened meetings of ESC-SI
representatives. Their feedback and insight woeldhtaluable.
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Annex. Questions and topics for further research and debate
at tripartite conferences

This review of the potential for ESC-SIs to becaeffective actors in encouraging positive
outcomes associated with MNE operations, in linthlhe principles of the ILO’s MNE
Declaration, suggests numerous themes for reseathliscussion. These can usefully be
categorized under the headings of the roles ofgowvent, ESC-SIs, and MNEs.

The role of government

1. What can governments do to promote effective ESXCe8pable of addressing issues
arising from MNE operations?

2. The ILO’'s MNE Declaration recommends that actiaméurther the economic growth
potential of MNES, and also to improve working civioths and workers’ rights, should
be taken simultaneously. What evidence is theregibnernments have bought into the
idea that promoting the Decent Work Agenda, ingigdireedom of association and
opportunities for social dialogue, is essentialdmmpetitiveness and economic growth?

3. Is there a need to more strongly persuade and moegovernments that a range of
social and labour standards, including the pronmadiosocial dialogue, are essential for
productivity, competitiveness, profitability, ancbgith?

4. What evidence is there that governments may ptefdeal directly with MNEs? Are
employers’ or workers’ organizations included in Eixelated discussions? Are ESC-
Sls included? If not, why? What matters are dised®s

The role of ESC-SIs

1. What should be the functions of national ESC-Slsfvigory bodies? Executive
agencies? Monitoring authorities? Forums for negiath and agreement making and
formulating collective actions?

2. Given that developed countries are heavy recipiehtDI, should ESC-SIs in these
countries be as heavily involved in addressing fwosintry issues related to MNE-
related growth, employment and working conditiors BSC-Sls in developing
countries?

3. If ESC-SIs are to act as advisory bodies, what MBlated issues should their advice
address? Incentives and conditions? Labour laws staddards, and improving
compliance? Social and labour challenges identiirethe ILO’s MNE Declaration
follow-up surveys (see Chapter 3), such as employnmesecurity and freedom of
association? Monetary and fiscal policies? Idegdifon of suitable (unsuitable) inward
investors? Strategies for promoting inter-firm kges? Filling in gaps in value
chains/clusters? Encouraging MNEs to spread besictipes, help domestic
entrepreneurs, and help with training?

4. Should ESC-SIs seek to harmonize or coordinate Hwivities at the national level
with activities and instruments emanating from oty@vernance levels, such as IFAs,
company voluntary codes of practice, internatidreade agreements, and others?

5. Is the mobilization of members’ organizations aesoburces an important aspect of the
role of ESC-SIs? If so, what kinds of actions wobkdinvolved? Members engaging in
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10.

11.

12.

monitoring conditions? Members cooperating to eegagcollective actions, vis-a-vis
training, conferences, marketing, community support other areas?

What should be the representative makeup of ESE-Sksould they be broadly
inclusive? Should there be a size limit? Are globalircing enterprises engaging in
ESC-SIs? If not, should they be?

Where ESC-SIs have broad membership, could repgeggenfrom the informal sector,
the self-employed, small and micro-enterprises, énararkers, and others, help in the
monitoring of conditions and compliance in the Iessched upstream parts of MNE and
global sourcing supply chains?

Who should set the agendas of ESC-SIs? The mendfetee ESC-SIs or the
government?

How should ESC-SIs be funded? Would greater fundlioopn member organizations
give ESC-SIs greater independent authority?

Who should be the recipients of ESC-SI advice afiorimation? Only governments?
The members of ESC-SIs themselves? The broadecpubl

Should ESC-SIs enhance their expertise by bringingxperts on particular subjects,
such as value chain promotion, taxation matterglmur law?

In what ways could ESC-SIs in host countries calfate with ESC-SIs in home
countries? For example, could host country ESCe8l@borate with home country
ESC-SIs to monitor MNE supply chain adherence terivational labour standards?

The role of MNESs

1.

What might be the interest of MNEs and global simgreenterprises in strong and

effective ESC-SIs? ESC-SIs as mediators for prargatiost country business assets
such as skills, inter-firm linkages, new start-upeance, and more? ESCs as key
influencers with regard to the creation of stroalgdur laws and effective compliance
mechanisms? ESC-Sls as platforms for addressinguteis through dialogue and

mediation mechanisms?

Are existing private codes of conduct by themselaglequate? Are they being
effectively implemented? Do they reach all memtrsupply chains? Should MNEs
look to ESC-SIs as possible partners in spreadiogl gtandards?

FDI and global sourcing is increasing from devabgpcountries, such as India and
China. Do these MNEs behave differently from thivsen Europe, the United States of
America and other areas? Do they adhere to the galuetary codes? Would they be
more or less likely to support social dialogueiatives?

Should ESC-SIs make stronger efforts to attract EINEE members? Could global
sourcing enterprises that do not have local sudnsédi be included? Should first-tier
suppliers serving global sourcing companies beudexd?
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