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by Anke Hassel / Bettina Wagner
The economic and political impact of multinational enterprises (MNEs) on equality in the age
of globalization can be analyzed from different perspectives. Although MNEs are private
actors with a non-governmental status, their influence does not focus solely on economic
outcomes but can also include equality-oriented policies (EOPs) in social, political and
philanthropic spheres. Moreover, as they extend beyond the national border of a single
country through foreign direct investments (FDI), their influence on and contribution to EOPs
can be differentiated between the national level and the transnational level. In other words, the
impact of MNEs goes beyond the bilateral relationship with a national government or the
employees working in one corporation in one specific region or country. MNEs can shape and
promote equality through interactions with international organizations such as the European
Union (EU), the United Nations (UN) or the International Labor Organization (ILO). Apart
from institutional interactions, the umbrella term ‘corporate social responsibility’ (CSR)
denotes a set of policies and actions taken by multinationals to assume responsibility for the
stakeholders, shareholders and the society in which they are active (Caroll 1999).
MNEs are business organizations with economic activities located in more than two different
countries (Kogut 2001, p.101). The MNE is incorporated in one country and establishes
branches and subsidiaries in other countries via FDI, while the principal control and
coordination is maintained in the home country. The overall motivation or interest of
enterprises to expand beyond the national border is that prevalent interdependencies between
agents can be established better or more profitably through business presence in different
countries rather than within a single domestic market (Hennart 2000). In other words,
increasing market share and/ or local economically profitable resources such as raw materials
or cheaper labor motivate corporations to expand. Since MNEs differ in their structure, size
and economic activity, there is not a single uniformly accepted definition to capture their
different activities and potential areas of influence (Ajami et al. 2006, p.6). MNEs can be
approached by focusing on their economic, political, technological, organizational as well as
cultural impact (Kogut 2001). At the national level, the policy interaction between MNEs and
national governments can be examined from two major perspectives. First, the perspective of
political risk; this is based on the assumption that the national political environment is fixed
and MNEs must comply with it if they intend to establish a presence in another country
(Boddewyn 1988). The alternative perspective is that MNEs will contribute to the institutional
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framework of a country either through direct interaction with the government or other
institutions within a country or with other actors such as different firms, organizations or labor
(Rugman and Verbeke 1998; Hall and Soskice 2001).
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In order to evaluate the impact of MNEs on different sets of EOPs, we will follow the
different dimensions presented by Graser by focusing first on national level and subsequently
on transnational level EOPs. The main argument of this paper is that MNEs can potentially
shape and influence EOPs in all spheres presented by Graser. However, whereas the
institutional framework of the host country will particularly contribute to the influence in the
first two spheres (regulatory and distributive), the remaining two (discretionary spending and
soft policies) are largely influenced and shaped by the MNEs and might be guided by
multinational institutions. As will be shown in the course of this paper, in the spheres of
discretionary spending and soft policies, MNEs can initiate and implement their own policies
at the level of the firm or regions which might contribute to the promotion of equality in these
contexts and have spill-over effects to society in general. Before we establish the argument,
the general development and influence of MNEs will first be presented.
The political and economic influence and responsibility of MNEs and FDI
According to the World Investment Report published by the UN Conference of Trade and
Development in 2012 (UNCTAD 2012, p.29), 45% of global FDI is directed towards
developing countries and 6% towards transition economies (ibid, at p. xiii). Moreover, indices
measuring the potential and success of national economies in attracting FDI during the past
several years show an increasing number of developing countries, in particular from SubSaharan Africa and South-East Asia, among the top rankings.
However, as recent data on FDI outflows indicates, institutional stability and labor standards
have a positive impact on investment decisions by developed-country MNEs (UNCTAD
2012, p.5). Outward FDI from developed countries to developed countries rose by 25% in
2012, confirming the thesis that especially in times of economic uncertainty and crisis, stable
and developed economic and legal as well as technological standards are significant for
investment decisions. At the same time, MNEs with developing or transition country origin
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seem to have a larger interest in investing or expanding into developing countries themselves.
According to UNCTAD data, 65% of investment by BRIC countries (Brazil, Russian
Federation, India and China) went into developing and transitioning economies in 2011
(2012, p.5). This can be explained by two different factors. First, MNEs from developing
countries might have better knowledge of the socio-economic situation of other developing
countries and have fewer problems to adapt. Second, the obstacles to entry set by production
standards in developed economies might be too difficult to overcome. Hence, FDI in fellow
developing countries is the only possible option.
In FDI, a distinction is made between so-called greenfield investments and acquisitions or
brownfield investments, the former being a strategy in which the MNE starts a venture in new
countries by constructing and building the operational facilities from scratch (Müller 2007).
This investment is planned in a long-term perspective, which also creates long-term
employment and training possibilities for labor in the host country (Meyer and Estrin 2001,
p.576). Greenfield investment is also preferred in particular by developing country
governments, as the investments are expected to entail technological transfers, business
learning, stable economic investments and growth. Brownfield investments or acquisitions
offer a quicker and more direct access to local assets or resources, since stock is purchased in
already existing companies. In contrast to greenfield investments, acquisitions benefit from
existing resources by combining them with own assets such as managerial skills (ibid). In
general, little or no further training is necessary for employment, while the sales market
already exists within the country. Companies in the textile and clothing sectors in emerging
economies are typical examples for foreign acquisitions of existing plants (brownfield sites)
by MNEs (Graziani 1998).
However, the necessary precondition for merger and acquisitions is that the host country
already has a similar industrial chain that can be used or acquired by the MNEs. According to
the World Investment Report 2012, global direct investment has increased by 16% since 2010
in developed, developing, and emerging economies. This increase is, however, substantially
lower compared to that during the financial crisis (see graph 1). Whereas merger and
acquisitions have declined in the last years, greenfield investments are constantly flourishing.
Unsurprisingly, greenfield investment dominates the FDI in developed and emerging
economies, whereas merger and acquisitions are more frequent in developed economies.
Graph 1: FDI inflows
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The flow of investment is accompanied by a shift in practices. According to UNCTAD, the
influence of MNEs has spread from the respective enterprise within the host countries to the
suppliers through the establishment of codes of conduct as conditions for economic
cooperation (2012, p. xxii). By creating economic incentives for cooperation, labor standards,
together with health and environmental standards, are spilling over from the MNE to national
firms within the host countries. However, these requirements by the MNE for local firms to
comply with international standards have not been gradually established within the
institutional and cultural background of the host country. Rather they are externally set as
preconditions for investment or economic cooperation. Hence, these requirements pose
challenges in particular for small and medium sized companies that have to adapt them and in
many cases bear the costs for their adaptation (ibid). Moreover, analyses of FDI impacts on
developing countries have shown that MNEs coming from different countries with diverging
institutional frameworks also have different requirements for their local suppliers (Kogut
2001).
In order to benefit in financial as well as institutional terms from these spill-over processes,
national governments as well as local companies seek to cooperate with MNEs and rely on
harmonized policies that are transparent and economically supported by MNEs. These
policies can start as individual programs between one MNE and its direct group of small and
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medium sized national suppliers and qualify as soft EOPs where financial support is provided
for the adaptation of specific production or work standards. Such support can be provided in
order to build up certain qualifications among the workers in these small local firms and thus
to achieve some long-term improvement of the suppliers. Due to conflicting interests with
other MNEs present in the region, policy measures such as discretionary spending might be
used by the MNEs in order to financially support the establishment of the necessary standards.
If the necessary changes interfere with national institutions or the national legislative body,
governmental support or interaction is necessary in order to create and implement regulatory
and distributive policies which establish standards or programs applicable to the whole
country (Jones 2010). Hence, the impact of FDI and MNEs on local firms and institutions can
vary and affect EOPs qualifying for any of the categories. As Graser argues,
complementarities between different EOPs might be necessary in order to increase the
effectiveness of either (Graser, p.31).
EOPs in the context of MNEs and foreign investment
EOPs as defined by Graser can take four different forms: regulatory and distributive policies,
discretionary spending and soft policies. With regard to the role of MNEs we introduce three
further differentiations: At the national level, we can observe an impact first, on equality of
working standards and, second, on socio-economic development in general. Equality of
working standards refers to policies promoting the general improvement of employment
terms, including pay, working conditions, job security as well as training and health
provisions at the workplace. Development support refers to policies promoting the social and
economic development beyond policies referring directly to the workplace, such as sector
specific or general economic development, general health provisions and social as well as
political stability. Moreover, technological development and transfer can also be treated as
development support. This refers to spill-over effects of knowledge or exchange between
domestic firms and MNEs through exchange and/or inclusion in economic supply chains.
Thirdly, at the transnational level EOPs imply development towards the economic and welfare
standards of developed economies. In sum, policies that are categorized as having equality as
their target in this context will either focus on equality in terms of equal access within a
country or on equality in a global perspective when compared, for example, with general
standards or standards applying to the country of origin of MNEs.
Figure 1 illustrates the various ways in which MNEs can contribute to EOPs. As will be
described below, the effects of EOPs depend largely on the institutional strength and structure
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of their country of origin as well as the host country. The literature on varieties of capitalism
can be a useful point of orientation in the home country dimension but less so when the
impact of MNEs on EOPs in developing countries is analyzed. Given the presence of multiple
MNEs originating from countries with divergent corporate governance structures, the
probability of successful regulatory EOPs that go beyond the plant level have to be based on
the national institutional structure. In the case of developing or transitioning economies, the
national economic situation can in some cases be entirely dependent on MNEs’ investment.
Hence, national governments have to implement policies that promote equality of access for
one group of MNEs at the cost of domestic firms (Schneider 2009).
Figure 1: The reach of the concepts of EOPs applied to MNEs
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Multinationals and their impact on national level EOPs
In line with the framework proposed by Graser on the different dimensions of EOPs, MNEs
can potentially promote equality through various sets of policies. On the national level, MNEs
can influence policies associated with collective bargaining, workplace standards that
influence equality with regard to working conditions, as well as exemptions or temporary
changes to income or value added tax (VAT) systems facilitating their entry in the market. In
the globalization debate, the impact of international trade and MNEs on labor standards and
economic growth has been critically assessed with differing conclusions. Globalization critics
claim that trade, FDI and the expansion of MNEs into developing countries lead to a race to
the bottom of labor standards and impede economic growth (Ozay and Tavakoli 2003).
Previous research has shown that the presence of MNEs in developing countries bears some
risks, such as leverage and hindrance of institutional development (Loungani and Razin
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2001). Globalization supporters claim that FDI supports the transfer of technology by
promoting the influx of new capital inflows and knowledge as well as trainings for employees
that accelerate human capital development and have spill-over effects on domestic firms.
Moreover, it increases the general tax revenue and economic wealth and therefore generates
capital for new social policies induced by the host country governments (Loungani and Razin
2001; Blalock and Gerter 2008). Greenhill et al. claim that the motivation behind EOPs or
support by MNEs of CSR is the reputation of the firm in the home or importing country
(2009, p.670). As consumer awareness about the origin and production of goods has risen
within the last decades, MNEs have experienced growing pressure to reveal the trans-border
supply chain of their goods. Hence, MNEs have increased their involvement and interest in
ensuring improved labor standards and development within the host countries, i.e. the
countries in which the goods are produced in order to increase turnover rates in their key
markets (ibid).
The dimensional categorization of EOPs can overlap. For example, the aim of collective
bargaining policies is to enable, facilitate and protect collective bargaining between labor and
capital, as well as freedom of association and labor representation. In order words, the rights
of both employees and employers within the company are defined and collectively negotiated
in a dialogue. From a business perspective, these policies improve stability and reliability of
the employees, as they avoid strikes and job insecurity. Thus, the promotion of equality is an
explicit goal of these policies, as they aim to create egalitarian working conditions and
remuneration systems for the employees. At the national level, the institutions of a country
can influence the impact of collectively bargained contracts. In some countries there is the
legal option to declare collectively bargained contracts between trade union and employers’
organizations as universally binding for a certain sector or even for the economy as a whole.
This option widens the egalitarian impact of a distributive policy tool like collectively
bargained contracts. A comparatively small group of persons that are actively involved in the
negotiation process are in the position to influence the exact design of the employment
contract as well as the working conditions of employees who are not directly involved but
nevertheless positively affected.
Some authors argue that depending on the institutional framework of their home-countries,
MNEs export the home-country approach towards egalitarian policies into other countries in
which they are economically active (Guthrie 2006; Greenhill et al 2009). The opposite view is
that, whereas MNEs have increased their mobility, it is questionable in how far they have
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been able and willing to export their home-based institutional structure with regard to EOPs.
In order to evaluate this question, the impact of multinationals on the different spheres at the
national as well as international level will be analyzed in more detail.
The increasing awareness of shareholders, stakeholders and supranational policy actors of
codes of conducts and CSR of MNEs in both host and home countries has positively
influenced the involvement of MNEs in policies promoting equality and cohesion in different
areas (Smith 1990; Smith 1999). This argument becomes clear when the growth and
development of MNEs is set into a historical context. In the first phase of FDI, MNEs were
granted preferential treatment and exclusive contracts in order to attract their investment
(Jones 2010). These initiatives were in some cases harming the local economic situation, as
they were undermining labor rights as well as conditions set for local firms. Based on external
critique evolving mostly in the MNEs’ home country or among customers, the companies
where challenged to change their strategies in order to avoid drops in sales (Kytle and Ruggie
2005).
In the case of the sports manufacturer Nike, the MNE was confronted with a New York Times
article criticizing the labor conditions in its Asian production sites. The article received broad
international economic as well as political attention. In order to tackle the critique, the
company had to establish a long-term strategy ensuring compliance with local laws and labor
standards as well as improve the company’s social risk management. As will be shown in part
XX of this paper, Nike established various policies to tackle the critiques. Policies and
strategies applied abroad to ensure equality and socio-economic standards developed in host
countries have become figureheads which influence the economic profitability of MNEs.
They are used not only as parts of image campaigns, presenting the corporate social and
environmental responsibility taken by MNE’s within their production or supply chains, but
also influence the marketing and sales figures within markets. However, research on labor
standards and CSR strategies applied by MNEs has led to the conclusion that the level of
impact at the national as well as transnational level also depends on general institutional
frameworks (Meardi et al 2009; Geppert and Williams 2006; Morgan and Kristensen 2006;
Schneider 2009). With regard to the distributive dimension, MNEs can influence social
policies as well as employment standards. Within this context, the potential spill-over effects
and institutional learning from MNEs will be critically assessed. Moreover, CSR constitutes
the general term for various discretionary spending initiatives, mechanisms, and policies on
which MNEs have the most noteworthy impact. Finally, at the company level, MNEs can
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implement various soft policies within the regulatory and distributive dimension that promote
equality within the enterprise.
Regulatory EOPs
Regulatory EOPs are generally legally binding provisions that regulate and control certain
procedures in their application. However, they do not necessarily refer to the distribution of
certain goods or assets, but ensure equal access and treatment in certain situations (Graser
pp.XX). For MNEs at the national level, collective bargaining policies as well as collectively
bargained contracts are potentially the most powerful among regulatory EOPs. This said, the
effect of firms on national institutional frameworks has to be included into the analysis.
Previous research on business systems in post-industrial economies has been based on the
assumption that the institutional structure of a country is reinforced by complementarities
evolving within the different spheres in which firms are based (Hall and Soskice 2001). In this
firms based approach, the authors distinguish between two ideal types, liberal market
economies (LME) and coordinated market economies (CME). The distinction is based on the
institutions to which firms are exposed: industrial relations, vocational training and education,
corporate governance and inter-firm relations. Whereas LMEs are characterized by arm’slength relations and decentralized policies dominated by market competition, CMEs are
dominated by non-market regulations and decisions based on long-term strategic interactions
(ibid, at p.8). For instance, pay inequality in CMEs such as the Scandinavian countries or
Germany is lower than in LMEs such as the UK, Canada or the US (Bernard 2008; EstevezAbé 2009). Hence, the probability that firms will rely on and support EOPs is higher in CMEs
than in LMEs where policies might be implemented at the firm’s level in specific contexts and
are more difficult to sustain. However, national institutions are, according to this approach,
not perceived as constraining action, but rather as “resources that actors use.…providing
opportunities for particular types of action, and especially collective action” (Hall and Thelen
2007, p.6).
Based on these differentiations, research on the MNEs within the varieties of capitalism
debates has claimed that MNEs with their origin in a CME like Germany would be likely to
export this model to their host countries, whereas Anglo-Saxon countries export the LME
framework (Almond and Ferner 2006; Morgan and Kristensen 2006). However, case-study
evidence has shown that the likelihood that MNEs from CMEs will export their institutional
framework with regard to labor standards and working conditions into the host-country cannot
be generalized and depends on various factors such as the skill-level of employees, the degree
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of internationalization of the economic sector as well as the institutional framework of the
host country (Meardi et al 2009). Kristensen and Zeitlin argue that even if MNEs aim to
implement their home-country working policies within the host country, the inevitable
adaptation to the different institutional framework of the host country will automatically alter
the intended policy-structure (2005).
The influence of MNEs on regulatory EOPs can be explained with the economic impact of
FDI in (predominantly) developing economies. At the national level, governments are
confronted with the challenge to attract FDI in order to safeguard economic growth and
development goals of the own national economy. Therefore, regulatory policies designed and
implemented in cooperation with foreign MNEs investing in the country have to comply with
the national general development objectives (Kristensen and Zeitlin 2005). Depending on the
economic dependence on MNEs and FDI and institutional coordination, national governments
might be more willing or unwilling to adapt regulatory policies benefiting some MNEs at the
cost of other general development goals established at the national level. In other words,
depending on the institutional framework, national governments might implement EOPs that
are universally oriented or benefit a certain group only. As Graser outlined, EOPs do not
necessarily imply an increase of equality for society in total but might occur at the cost of
others. In the context of insecure economic and sometimes also political stability in a country,
MNEs can become key actors for the organization of capital, technology and labor standards
(Schneider 2009, p.10).
The form of interaction between the MNEs and the government as well as national economic
actors provides us with information about the institutional structure that evolves within these
countries (Geppert and Williams 2006; Morgan and Kristensen 2006; Schneider 2009).
Morgan and Kristensen claim that the concept of embeddedness used within the varieties of
capitalism literature can be a helpful tool in order to understand the home-country spill-over
effect of MNEs (2005). According to the authors, MNEs from countries classified as CME’s
are more likely to include local or host-country nationals into their managerial boards and
hereby include national or regionally specific cultural characteristics or work-habits into their
management styles. In contrast, MNEs originating from countries labeled as LMEs are more
likely to establish managerial boards with staff form the home-country. Therefore, the latter
group might export their home-country institutional structure and way of working, but the
probability that EOPs will evolve that support the development of the host country are less
likely (2006 p.1485). If the institutional framework of the host country is similar to the home
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country, it is more likely that working standards will be generalizable beyond the MNE
production plant than if the host country’s institutional framework is categorically different.
The distributional dimension: social benefits and education standards
Within the dimension of distributive EOPs, MNEs have an impact on pay and social benefits
or other regulatory measures that have been embedded into the national framework of
collective bargaining, as has been discussed in the previous section. However, recent studies
on social policy as well as on education and training systems in developing economies
indicate that MNEs can potentially influence the spread of EOPs in substantial ways. The ILO
Declaration concerning Multinational Enterprises and Social Policy (first signed in 1977)
underlines that MNEs can encourage governments in policy adaptation with regard to
employment, training, conditions of work and life, as well as industrial relations, in order to
redistribute the economic prosperity fostered through the presence of MNEs in the host
country. One concrete example is the field of education and training. According to UNCTAD,
FDI of MNEs is particularly sensitive to local training and the availability of skills. In order to
attract MNEs, governments therefore have to promote vocational training and education
(2012, p.113). MNEs can support the government in establishing the policies through
financial incentives as well as through provision of occupational profiles necessary for the
respective plants. EOPs initiated in cooperation with MNEs can then have positive spill-over
effects on the respective national economy as the skill level of the labor-force improves. In a
long-term perspective, specific economic sectors can benefit from this MNE induced skill
transfer. The same argument also holds for safety and health provision at the workplace.
Through the technological and skill transfer by the presence of MNEs, different standards of
health and safety at the workplace might be introduced. Although the latter policies might also
qualify within the regulatory dimension, they are covered here, as health and safety policies
have distributive effects.
The impact of MNEs on tax-based EOPs is disputed. Previous research has shown that for
MNEs, the national tax system is an important factor influencing investment decisions
(UNCTAD 2012, p.116). Low tax policies or relief for multinational investors have been
often used as incentives to attract FDI and would hence qualify as ‘inequality-oriented
policies’. However, within the global codes of conduct proposed by the UN and the ILO,
MNEs are actively encouraged to open dialogue on transparent tax policies in order to limit
the implementation of tax avoidance schemes available to international investors.
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In addition, MNEs can also positively affect initiatives for redistributive policies at the
national level. However, so far the evidence for redistributive policies initiated by MNEs falls
into the third category of discretionary spending and will be discussed in the following
section.
Discretionary spending and soft policies
According to Graser’s framework, these two dimensions entail policies that are not
implemented by law and do not have a binding status. Discretionary spending refers to
policies that are non-regulatory but distributive in their core. Soft policies are neither
regulatory nor distributive but refer to policy initiatives that contribute to an improvement of
equality in the interaction among individuals without the necessity for a legal framework.
MNEs are increasingly considered as relevant actors which promote economic development
throughout the world. In addition to their impact on economic development, MNEs are also
perceived as leading actors in social development and cohesion with regard to sustainable
development. The immediate economic impact of EOPs by MNEs takes the form of CSR.
CSR policies vary substantially between firms as well as in their scope and extent, and can
address either the employees within the company and their relatives or specific groups, or
general unspecified members of a community. According to Caroll (1991), CSR incorporates
a four tiered pyramid concept of economic, legal, voluntary and philanthropic responsibilities
that firms must handle simultaneously if they decide to engage in CSR (p.40).
While CSR can potentially entail EOPs that fit in any of the four categories, we will
predominantly focus on the CSR policies that fit into the categories of discretionary spending
and soft policies. Another perspective proposes corporate citizenship as an alternative
approach which fits better to the activities of MNEs, since it also includes factors such as
entrepreneurship and corporate governance (Schwab 2008, p.107). This concept has also been
taken up by the UN Global Compact, focusing on ‘voluntary corporate citizenship’ within the
collective action programs (UN Global Compact 2004).
CSR initiatives can either be seen as initiatives based on the responsiveness to the demands
and perspectives of stakeholders as well as paths towards ethical business, or economic and
social sustainability. Overall, CSR initiatives can take at least three different perspectives: the
stakeholder perspective, the broader and society oriented perspective and the more economic
and predominantly shareholder perspective. From a stakeholder perspective, the interest in
EOPs initiated by MNEs can vary from policies that improve the situation at the workplace
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for potentially and/or factually disadvantaged groups to concrete policies aimed at improving
the company's value. The broader and society oriented perspective on CSR includes initiatives
that may not directly be linked to the company as such but aim at communities or society in
general. An example for discretionary spending of MNEs in host-countries is the Nike Village
Development Project (Frank 2004; Pimpa et al. 2012). In1998, Nike and other garment
industry based MNEs established a regional development project under which low-interest
loans were offered to villagers and farmers to set up and finance income-generating activities
based on own initiatives. In addition to the credits, educational programs were provided for
entrepreneurial activities and environmental awareness as support to stabilize and ensure the
sustainability of these initiatives (ibid). Moreover, scholarships and school lunches were
installed as means to support the improvement of the educational level in the rural areas
(Frank 2004).
Another example for soft policies initiated or supported by MOEs which promote equality and
equal access to social assets such as health is the fight against HIV/AIDS as well as any forms
of social exclusion related to this disease in host countries that qualify as developing states. In
2005, twenty-one of the largest MNE (such as American Express, Federal Express, PepsiCo.)
active in Mexico signed a cooperation agreement to combat workplace discrimination related
to HIV/AIDS (Mahabir 2005). This cooperation between the MNEs and the American and
Mexican government, as well as non-governmental organizations (NGOs), did not include any
regulatory mechanisms but was entirely based on soft mechanisms to be determined by the
companies themselves. These included the implementation of workplace tolerance rules,
voluntary and free testing possibilities, the promotion of sexual tolerance as well as seminars
and educational campaigns. The goal of the initiative is two-fold: the combat of workplace
discriminations in order to improve the working conditions for employees and the
enhancement of an organizational learning process among MNEs as well as national firms to
promote reciprocal learning processes among firms through soft policies such as exchange
(Mahabir, 2005).
Numerous other initiatives have been promoted by MNEs in cooperation with other
multinational institutions as well as NGOs in order to promote policies and programs to fight
HIV/AIDS. Launched in 1997, UNAIDS has published a handbook on business responses to
HIV/AIDS, indicating that MNEs from various post-industrial companies have actively been
involved in mostly non-regulatory policies which attempt to control and reduce the spread of
HIV/AIDS (UNAIDS 1997).
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Both the level and scope of involvement in EOPs differ among firms. Some firms concentrate
on soft policies addressed to their employees, others broaden the perspective to the
community level, including external actors from the host country. Workplace oriented policies
such as voluntary testing, counseling services, and education and communications
frameworks have been strengthened by policies that go beyond the enterprise and include part
of the community or region in which the MNEs settle (Knigge 2004). Daimler Chrysler has
set up an entire taskforce to help combat HIV/AIDS in one of their host regions in South
Africa. Going beyond the workplace level, Daimler Chrysler has initiated a so-called
"National Strategic Plan Information Resource for South Africa (NSPiSA)" which focuses on
prevention, treatment, research as well as human rights and access to justice (NSPiSA 2013).
Other MNEs have expanded their protection policy initiative to the families of their
employees by issuing initiatives to stop the spread of HIV/AIDS among their target group,
offering counseling as well as medical and social assistance. One way to expand workplace
oriented policies which are distributive, such as medical and social support, has been to
openly share and publish the guidelines of their initiative within the host countries and
actively ask for support from local actors such as NGOs or government representatives. The
latter groups are perceived as necessary in order to include locally specific and in some cases
sensitive culturally specific values that are necessary for the success of these initiatives
(UNAIDS 1997).
The relationship between international organizations and MNEs for the promotion of
EOPs
Critical perspectives on the impact of MNEs on local economic growth and the development
of skills have claimed that by increasing the wage levels above the regional average, MNEs
can not only easily buy out qualified labor from domestic companies but also reduce the
economic incentives of local firms to invest in labor training (Berg 2005; Schneider 2009,
p.567). Therefore, external control and coordination is necessary to ensure that FDI and the
presence of multinational corporations lead to policies that promote equality with a long-term
and broader perspective and are not only beneficial for the sector or market of the respective
MNE.
During the last two decades, international institutions such as the UN and the EU have begun
to directly address companies and include them in international policy making processes in
order to promote political stability and social cohesion. In 1999, the UN based Global
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Compact offered MNEs the opportunity to join this CSR initiative and support ten universal
principles in human rights, labor rights, environment and anti-corruption as well as general
UN goals such as the Millennium Development goals (Kell 2005; UN 2011; Rasche 2012).
The Global Compact is a voluntary initiative and therefore falls within the fourth dimension
of Graser’s EOP systematization system. The promotion of equality at a transnational level is
directly as well as indirectly included in these principles. Apart from the protection and
promotion of human rights at a transnational level, the aim is to set a goal for coherence of
rights beyond national borders with regard to labor and working standards (Rasche, 2012).
‘Equality’ hence refers to similar working conditions irrespective of the economic or political
background of a country. In order to facilitate the implementation of these goals within the
framework of the global compact, another form of EOP has been initiated at a smaller level,
so-called Local Networks (UN Global Compact Office 2011). Within these networks, MNEs,
together with other stakeholders such as NGOs, have the possibility to adapt policies within
the respective local context and in line with the respective national institutional framework
(Nolan 2005).
Another example is initiatives within the EU to foster transnational collective bargaining and
the promotion of a ‘European Social Dialogue’. In contrast to the UN, the EU has in some
areas the sovereignty to design and enforce policies that have a legal basis within the treaties.
For example, the European Works Council’s directive and the European Posted Workers
Directive are legally binding and have to be implemented into national law. They provide a
legal framework for the right of representation and working conditions within multinational
organizations active within the EU, for the promotion of cohesion of co-decision, and
collective bargaining (Dörrenbächer and Wortmann 1994; Schulten 1996; Meardi 2004;
Pedersini and Pallini 2010). However, a major challenge to the actual application of these
legal frameworks is that potential resulting EOPs that could have a regulatory character, such
as transnational collective bargaining, have to be in-line with the national collective
bargaining policy structures. As a consequence, national sectoral level bargaining still
constitutes the core within the regulation of EOPs by firms (Ales et al 2006).
Conclusion
The impact of MNEs has been a much discussed topic in the discourse of globalization and
economic growth. Data on the global economic influence of MNEs emphasize the need to
deal with their economic power in policy making processes. The framework proposed by
Graser offers a good and differentiated perspective on the potential impact of multinational
15

agreement on EOPs in their destination countries. However, as shown in previous sections of
this chapter, the impact of MNEs depends to a significant extent on the institutional setting
and institutional inclusion of MNEs within the host country. Given the limited possibilities to
control their action, soft policies are the dominant sphere in which EOPs can be generated and
be fruitful. The attempts to regulate the impact of MNEs by international actors such as the
UN, the OECD or the EU highlight the difficulties of regulating MNEs.
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