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Report of the Secretary-General

1. The Economic and Social Council at its fifty-seventh session adopted
resolution 1908 {LVII) on the impact of transnational corporations on the
development, process and on international relations in which inter alia it
requested "the Secretary-General, after consulting the appropriate organizations
of the United Nations system, to prepare a conecise report on those activities of
. the system which are closely related to the subject of transnational corporations™.
This report is in response to this request and is based on information received
from the United Nations organi%ations and specialized agencies concerned.

Summary and Coneclusions

2. Although the first comprehensive exercise on the phenomenon of transnational
corporations in its totality has been launched only recently as e result of the
adoption of Economic and Social Council resolutiom 1721 (LIIT)}, various
organizations and agencies of the United Nations system have over the past two
decedes dealt with a number of specific aspécts related to foreign private '
investment and more recently also some of those concerning transnational
corporations. '

3. As early as 1948, the United Nations considered international investment
and ‘restrictive business practices as reflected in articles 12 and L6-54 of the
Havana Charter. 1/ This unsuccessful sttempt to provide rules in the field

1/-United Nations Conference on Trede and Employment held at Havans, Cuba,
from 21 Hovember 1946 to 24 March 1948, Final Act and Rélated Documents
(United Netions publication, Seles No. 1948.II.D.4}. ' .
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of internstional investment was followed by the drafting, by an Economic and
Social Council Committee, of a convention on restrictive business practices

prepared and submitted to the Council in 1953. 2/ The draft convention was never
thoroughly considered.

4., Beginning iw 1952, the General Assembly and the Economic and Social Council
have adopted a series of resolutions proclaiming the principle of permanent
national sovereignty over naturel resources. 3/ In this connexion ‘the Department
of Economic and Social Affairs has produced reports on where the presence of
transnational corporations has been historicelly strong., For a pumber of years
starting in the early 1950s the United Nations Secretariat published regularly
reports on international flow of capital. 4/ In addition, within the context of
it=s work in development planning, as well as the preparation and review snd
appraisal of the Becond United Nations Development Decade, the Department
systematically analyses development finance in general and foreign direct private
inveatment in developing countries in perticular,

2/ Official Records of the Economic:-and Socxal Councll Sixteenth Se551on
Supplement No. 11 {E/2380).

3/ General Assembly resolutions 626 (VII) 1803 (XVII), 2158 (XXI),

2386 {XXITI), 2692 (xXV), 3016 [XXVII), 3171 (xxvxxz) and 3175 (XXVITI) end
Economic and Soeial Council resolution 1737 (LIV).

4/ The International Flow of Prlvate Capital, 1946-1952 (United Nations
publication, Sales No. E.54.TI.D.1); "Report of the Secretary~General; the
international flow of private capital , 1953-55", Official Records of the Economic
and Sociel Council, Twenty-second Session, Annexes, agenda item 5, document
E/2901; "Report of the Secretary-General; the international flow of private
capital, 1956", Official Records of the Economic and Social Council, Twenty-Fourth
Session, Annexes, agenda item 6, doctiment E/3021; The International Flow of

Private Capital, 1955-1958 {United Nations publication, Seles No. b 59.1I.D.2)

"Report of the Secretary-General; internationsl flow of private capital, 195T",

a3
Official Records of the Feonomic and Social Council, Twenty-sixth Session
Annexes, agende item &, document E/3128; "Report of the Secretary—Generals
international flow of private capital, 1958-1959", Official Records of the
Economic and Social Council, Thirtieth Session, Annexes, agende. item b4,
document E/f3369; “Report of the Secretary-General; -international flow of private
cepital, 1959-1960", Official Records of the Economic and Social Council, .
Thirty-second Session, Annexes, agenda items 2 and 5, document E/3513; The External
Financing of Fconomie Development: TInternational Flow of Long—term Capital and
Official Donations, 1962-1966 (United Nations publication, Sales No. E.68.TT.D. 10);
The External Financing of Fconomic Development: International Flow of Long-term
Capital and Official Donations, 1963-1967 (United Nations publication, Sales Fo.
£.69.311.D.10); The External Financing of Econcmic Development: International

Flow of Long-term Capital and Official Donations, 1968-1968 {United Nations
publication, Sales No. E.70.IL.A.3).
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S. Impetus to the examination of aspects of private foreign investment in general
and transmational corporations in particular as they relate to trade and development
resulted from the establishment of the United Nations Conference on Trade and
Development. The Conference, at its second session in 1968 in resolution 33 (II)
called for a work programme on restrictive business prectices and for studies on .
issues related to the flow of private capital t~ Aeveloping countries including
measures for promotion and examination of its econcmic effects. An Ad Hoe Group of .
Experts on Restrictive Business Practices convened by UNCTAD has formulated
recommendations and guidelines for acticn by Governments in this field (see para. 38
‘below). The question of the economic effects of private foreign investment on
developing countries is also of concern to the Committee on Invisibles and
Financing Related to Trade.

6. The issue of transfer of technology to developing countries has also attracted
increased attention. Following General Assembly and ECOSOC resclutions 5/ the
Department of Economic and Social Affairs examined beginning in 1961 various aspects
of the problem, particularly connected with transfer of patents and non-patent
technology. 1In 1970, on the basis of Trade and Development Board resolution

62 (IX}, UNCTAD initiated also a programme of work aimed ot the revision of the
international patent system and at elaborating a code of conduct on transfer of
technology. The responsibilities of the Department of Economic and Social Affairs
in the area of the transfer of operative technology were then transferred to UNCTAD.
{see para. 19 below)

T. Work on tax treaties has been carried out since 1968 by an expert group
assisted by the Department of Economic and Social Affeirs. Of particular relevance
in this connexion is its examination of transfer pricing and tax evasion.

8. Legal questions related to transnational corporations and international trade
law are being examined by the United Nations Commission on International Trade Law
(UNCITRAL)} following the adeption.of resolution 2918 (XXVII) by the General
Assembly at its twenty-seventh session. The 0ffice of Legal Affairs is currently
preparing a report on that subject.

9. At the same time transnationel corporations are increasingly examined on a
sectoral and regional basis. The Economic and Social. Commission for Asia and the
Pacific, the Economic Commission for Latin America and the Economic Commission for
Africa are examining various aspects related to the impact of transnational
corporations on their respective region as a whole, and on certain countries or
industries. '

10, The above areas cover the impact of some mejor inputs that.transnational
corporations transfer to developing countries, such as finance and technology, or

the impact of some of their policies, such as restrictive business practices and
taxation., However, the "package" of inputs includes also entrepreneurship and
managerial and other skills which have an impact on employment, treining, working
conditions and labolur relations. The Internaticnal Labour Office initiated in 1972 a
study focused on transnational corporations and social policy where the impact of
these enterprises on manpower, working conditions and labour relations is

examined; a series of studies on related issues are presently under way. The
United Nations Educational, Scientific and Cultural Organization intends to

5/ General Assembly resolution 1713 (XVI) and Economic and Social Council
resolution 83L (XXXII). N
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include in its 1975-1976 work programme activities related to the impact of
transnetional corporations in the fields of education, science, culture and
other aspects of interest to the orgemization. '

11. TIn addiiion, the Department of Economic and Soeial Affeirs, the regiomal

commissions, UNCTAD, the United Nations Industrial Development Organization and
the International Labour Organisation provide technlcal co-operation to requestlng
Governments in.areas related to the subject, The Food and Agriculture
Organizetion of the United Nations in its various coperational activities
collaborates with transnational corporations and in addition carries out specific

programmes in which trensnational corporations play a central role, such as the
Industry Co-aperatlve.Programme.

'~ 12, The Secretary-General notes the decisicn of the Economic end Social Council
in resolution 1908 (LVII}) 'to keep the full range of issues relating to
transnationel corporations, and in particuler.the subject of the regulation and
superv151on over their activities, under clese consideration cn a continuing
basis™, as well as the decision in principle to establish a permanent machinery

to assist the Council in this respect and the decision to esteblish an informetion
and research centre on transnational corporations.

13. WNotwithstanding the important activities related to transnationel .
corporations being carried out by variocus United Nations organizations end
agencies, it is clear that the implementation of Council resolution 1508 [LVII)
requires an early and important strengthening in the programme of work within
the United NWations system. The complexity and breadth of the issues involved
are such that a contimiing and co-ordinated snalysis of the problem is essentiel
for the further elucidation of the issues and implementation of appropriate
action. The decision to esteEblish an information and resesrch centre on
transnational corporations is particularly important towsrds this end by
facilitating the comprehensive consideration of the subject ss a whole. In this
connexion mich thought is being given to the arrangements which will permit the
centre to operate with nayimum effectiveness and to provide the focal point where
the many efforts and the interests of g number of United Netions organizations

and agenc1e= an certaln agpects related to transnationasl corporations can be
concerted. -

Activities related to transnational corporations within the
United Wations system

1

Department of Economie and Social Affairs

14,

The Department of Economic and Social Affairs in its general studies of
development problems, including those relsted to development plamnning, has paid
appropriate attention to development finance and the role of foreign direct
investment in developing countries. For example the World Economic Survey since
195% has included a special study on a topical subject relsted to economic and
social development. 1In this context particularly relevant are the studies on

~
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Developing Countries with the task of "exploring ... ways and means for
facilitating conclusion of tax treaties between developed and developlng

countries, including the formulation ... of possible guidelines™. The work
accamplished by the Expert Group, which has met five times since 1968 and has
published five reports entitled Tax Treaties between Developed and Developing
Countries, 16/ has been consolidated in a handbook 17/ which contains the
guidelines for tax treaties between developed and developing countries adopted by
the Group up to the present,

21. Responding to ECOSOC resolution 1765 (LIV), the Expert Group alsc studies
the implermentation of tax agreements, in such areas as income tax allocation
including transfer pricing and tax evasion. The preliminary discussion of these
problems is included in the fifth report of the Group. At its next meeting
(February 1975), the Group will further consider the problem of international .
income allocation on the basis of documentation being submitted by the Department
of Economic and Social Affairs with a view to development of guidelines and
techniques covering allocation of income and expense to be utilized in treaty
negotiations and to amplify and further develop the customary "arm‘s length”
article contaired in the usual treaty. The Group will also consider the
develomment of guidelines supplementing the provisions in the treaties on exchange
.of information to prevent international tax evasion, fraud and avoidance.

22, In pursuance of resolution 1721 (LIII) of the Economic and Social Council
and to facilitate the work of the Group of Eminent Persons on multinational
corporations, the Department prepared in 1973 the report Multinational
Corporations in World Development. 18/ 'This report analyses the concept and the
dimensions of transnational corvorations by providing statistical data, examines
their nature, discusses the impact and tensions that their operations entail and
suggests a progremme of national, regional and international action. This
report was a basis for discussion and source of information for the Group of
Eminent Persons to study the impact of multinational corporations on develorment
and on international relations. In addition, detailed studies on the transfer
of technology ; lgj taxation and investment codes gg/ were prepared by the
Department for the same purpose. :

1§/ United Nations publications, Sales Nos. E.69.XVI.2, E.TL.XVI.2,
E.TQ.XVI.h E.T3.XVI.1 and E.T5.XVI.1. ’

17/ Guidelines for Tax Treaties between Developed end Developlng Countries
(United Wations publication, Sales No. B.T{4.XVI.5).

18/ United Nations publication, Sales No. E.73.IIL.A.11.

19/ The Acquisition of Technology from Multinational Corporations by
Developing Countries (United Nations publication, Sales No. E.TH.IL.A.T).

-gg/ The Impact of Multinational Corporations on Development and _on
International Relations - Technical Papers: Texation‘(United lations publication,
Sales No. E.T4.II.A.6.).
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The study w1ll consist of a general review of the situation, an anelytical inquiry
into the impact of transnational corporations at the natlonal and regional levels
and appropriate recommendations., In addition, in-~depth studies on the role- and
impact of transnational corporations in the development of Fiji, Iran, Slngapore
and Thailand will be completed by Decenmber 1975. On the basis of these studies
‘the Commission plans to hold an expert group meeting with a view to formulating
cqmmon policies regarding the operation of transnational corporations on a
subreglonal b351s

28 Twe studies on investment laws -rere presented to the Asian Conference on
Industrialization in September 1970 in Tokyo. 23/ The Conference recommended that
an information and investment centre be set up to provide information with respect
to investment laws, regulations and contractudl agreements prevailing among the
countries of the region arising from co-operative undertskings with transnational
corporations and foreign investors, At the request of the Commission, this
project is to be taken up et a later date for implementation.

29, In the field of transfer of appropriate technology, the following specific
activities are planned: studies on problems of capital and technology transfer

on a sectoral basis, including the terms of such transfer and their implications;
assistance to developing countries in setting up institutional mechanisms for
monitoring and regulating the flow of technology and the activities of transnaticnal
corporations. In ‘the field of energy, a study is planned on the role of
multinational corporations, in the import and distribution of fuel and thelr
pricing poliecies.

Bconomiec Commission for Latin America

30. The Economic Commission for Latin America, in its Econcmic Survey of

Latin Americe, 1970, 2h/ examined the expansion of transnational enterprises and
their influence in Latin America with a particular emphasis on the expansion of
United States enterprises and its implications for Latin America.

3l. ' The secretariat of ECLA is undertaking a study on transnational corporations
in menufscturing industries of Latin America. This study will be carried out. in
three or four representative countries of the region with the co-operation of
governmental institutions, through surveys of subsidiary firms of transnatiocnal
corporations. Its main objective is to evaluate the effects of the activity of
trensnational manufacturing corporations on the economic development of these
countries and special attention will be devoted to those effects which are most
"relevant to the policies of the Latin American countries, such as employment

and labour productivity, consumption' and income distribution, the use of local
resources and the trade halance.

23/ See Industrlal Development in Asis and the Far East, Report of the
Second Asian Conference on Industrialization (Tokyo, Japan, 8—21 September 1970}
(United Nations publication, Sales No. E.71.II.F. 18}.

24/ " United Nations pdbllcatlon Sales No. E.T2. I1.G.1.
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with a view to its future revision, and (b) on the possibility and feasibility of
establishing an internaticnal code of conduct on the transfer of technology. The
Group has called for the convening in 1975 of two expert groups to consider
respectively the main lines of the possible revision of the national and
international patent systems, and to prepare a draft outline to serve as a basis
for the elabeoration of a universeally applicable code of conduct on the transfer of o
technology. In preparing their recommendations the expert groups would consider :

the infliuence of tramnsnational corporations on the acquisition of techmology by
developing pauntries.

L1, 1In other areas of UNCTAD's deliberations a number of aspects of transnational
corporations haveibeen touched upon. Pursuant to resolution 53 (VIII). of the
Trade and Development Board, a study is now under preparation on the role of
transnational corporations in developing countries participating in economic
integration schemes. The work of UNCTAD on shipping, such as that connected with
the formulaticn and negotiaticns over the Code of Conduct for Liner Conferences

- and the Intergovernmental Preparatory Group on a Convention on Intermational
Intermodal Transport, is also relevant 1o the subject of transnational corporstions
which have long been sctive in liner conferences, tramp shipping and specialized
carriers. In the field of insurance, Conference resolution 42 (III) has requested

UNCTAD to continue its studies on insurance and reinsurance 1nclud1ng regional
or subregional reinsurance funds.

4P, Following Conference resolution 45 (TII), a Working Group was established to
prepare a draft Charter on the Fconomic Rights and Duties of States. Some of the
draft articles under consideration deal with relations between States and private

foreign investors, with special reference to naturel resources and the act1v1t1es
of transnational corporatlons.

43, Under each of the problem areas mentioned above, UNCTAD's work Pprogramme

necessitates the gathering of information from both primary snd secondary sources .

UNCTAD's technical assistance activities cover a number of areas related %o
transnetional corporations. A promising start has been made in transfer of
technology, where developing countries need assistence in identifying end
_evaluating the options available to them.

United Nations Industrial Development Organization

44, In pursuance of recommendations of the Industrial Development Board, the
Committee for Development Planning, the Ad Hoc Committee of Long-Range Strategy on
the Group of High Level Experts on UNIDO's future activity and strategies, UNIDO

is giving increasing priority to the general issues of industrialization strategies
and policies, ©Such issues involve the geperal role played by transnaticnal’

., corporations in the transfer of technology &s well as in investment in and
industrial training end development of the developlng countries.

45. A stuly of the role played by transnational corporations in the . |
industrialization of developing countries has been included in the Industrial

Development Survey {(Volume VII) which is the main document for the Second
Confgrence of UNIDO in Lims, March 10975.
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46, The medium-term plan of- UNIDO includes studies on the role of transnational
corporations in information systems, licensing and know-how arrangements,
promotional and financing activities, product adaptation and subcontracting -and
industrial trairning and management.

L7. The work of UNIDO in assisting the developing countries in their industrial
activities inecludes preparatlon, evaluation and advice regarding specific
industrial investment and development projects in which trensnational corporations
are.ig many instances actually or potentially involved. Through the promotional
_activities as wgll as through co-operation with the industry programme grcup and
transnationals, UNIDO meintains practical contact with the problems related to the
activities of transnational corporations in the develcping countries.

The International Lebour Organisation

- 48. Following a meeting in 1972 on the Relationship between Multinational
Corporations and Social Poliey, the ILO lsunched a programme of studies about the
role of these enterprises in areas of interest to the orgasnization, such as
employment , working conditions, labour relations, collective bargaining and
development of humarn resources. '

L9, The studies prepared for the meeting held in ILO in the autumn of 1972,
attended by experts drawn from government, employers' and workers' circles, as
well as ‘the conclusions of this meeting were published in'the ILO document:
Multinational Enterprises and Social Policy, Studies and Reports, New Series,
No.- 79 {1973). This study examines the neture and significence of transnational
enterprlses and their impact on manpower, conditions of work and industrial
relations and discusses international lasbour standards and social principles
developed by the ILO as they relate to the operations of these enterprises.

50. Pursuing the recommendations of this meetlng the ILO has 1ncluded in 1ts work
programme the following studies

(a) A case study on the mechanical industry. - It identifies policies and
practices of transnational corporations on empldyment and training, wages and
working conditions and industrial relations. This study, which is expected to be
" completed in the second half of 1975, is based on answers to questionnaires which
will be sent to firms operating in Europe, to labour and employer's organizations,
and to home and host Governments. Similar studies in other sectors might be
undertaken gt a later stage.

(b) A study on general working conditions preveiling in iransnational
enterprises. Expected to be finished in the autumn of 1975, this pilot study
compares wages, palid vacation and work length among transnationel enterprises, and
between transnaticnal enterpr;ses and domestic firms in five industries, mainly
in the mechanical sector. .

(¢} A study on the contribution of multinastionel enterprises in the
development of human resources. This pilot study, to be completed in mid-1975,

foon
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Food and Agriculture Organization of the United Nations

52. The activities of FAQ which are closely related to the subject of transnational
corporations, pertain to agriculture, forestry and fisheries and ineclude specific
programmes in collahoration with transnationel corporations, as well as a range

of operational activities with such corporations and with Governments, with a view
to facilitate the transfer of knowledge and capital leading to agricultural
development.

53. The Food and Agricultural Organization cbtains some wanpower and meterials
with the co-operation of transnational corporations; it collaborates in research
and operational activities where the interests of the members of FAO and those of
transnational corporations coincide; it also provides information resulting from
FAO activities to transnational corporations, where such information can be made
public. These activities can be distinguished into three categories: first, those
which constitute spec1f1c programmes between FAC and the private sector, malnly
transnational corporations; secondly, those which involve collaboration with the
private sector in which transnational corperations have a major role; thirdly,
those within the framework of assisting Govermments in dealing with investment
proposals in specific irndustries.

Sk. The FAQ programmes with transnational corporations are the following:

(a) Co-operative Programme of Agro-Allied Industries with FAO end other
United Nations organizations {Industry Co-operative Programme). The ICD,
established in 1966, provides a direct link between transnational corporations
operating in agriculture, forestry and fisheries and FAO, other United Nations
organizations and Governments. It has developed the following activities:
initiation of dialogue between Governments and industry through FAO and other
United Nations organizations for identifying areas of industrial partnership;
industry working groups such as on dairy and meat development, forestries,
fisheries and protein food development; a special subcommittee to study areas of
priority interest to member companies; identification and formulation of projects
in co-operation with Governments snd the FAO and other United Nations organizations
to make effective use of industry resources such as manegement, technology,
marketing, in encouraging the growth of new industries in developing countries.

{b) TFood and Agricultural Organization/Bankers Programme is composed of
multinational banks and national development banks of developed and developing
countries. The objective of the programme is to stimulate the flow of funds into
agricultural development in developing countries. Meetings of the general
committee of the programme, held twice annually, provide a forum where the issues
of attracting and regulating resources from multinational banks into agricultural
developments are discussed. In order to encourage this flow, FAO assists local
banks in identifyipg and preparing development projects, some of which need the
support of multinational banking corporations. The FAO Investment Centre ensures
that these projects are technically and finencielly viable. A number of projects
prepared under the programme have already been implemented in three countries.
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