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Abstract

‘Multinational corporation’ is a challenging topic
of the day which ignited a hot debate among legal
writers, that, despite the prosperity it has for
investee countries, has instigated grave concerns in
the fields of environmental law, human rights, etc.
The approach of countries in governance and
control of this ilk of company through enactment
has not constantly been identical, and this issue is
the ancestor of disharmony in legal literature over
how to accord with this company. Contemplating
the European Union law, as a preeminent
organization in the sphere of modern legislation
and embodying countries with distinct legal
systems encompassing civil law and common law,
which has successfully attained an integrated and
satisfactory legal system is worthwhile so as to
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cognize the approach of European legislators
towards multinational companies. Though in the
European Union, no explicit law for ‘multinational
corporation’ has been ratified, this study attempts
by scrutinizing the laws and regulations at diverse
stages of this union to excerpt contents that
correspond with the institution of ‘multinational corporation’ and to
ascertain what viewpoint the European Union authorities have
towards ‘multinational corporation’ and what are boundaries and
framework that can be drawn for it through the compilation of
various European regulations. Studying EU laws concerning the
status of multinational corporations can be a great inspiration for our
country's domestic legislation.
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Extended Abstract

1- Introduction

A significant portion of international trade is conducted by multinational
corporations (MNCs) operating across multiple countries. These corporations
offer numerous benefits associated with globalization, such as bridging the
knowledge gap between developing and developed nations. Their expansion
presents unique challenges, including the potential for international tensions,
as countries seek to regulate their activities through national laws. These
laws influence MNCs in areas like trade, taxation, corporate structure,
employment, and intellectual property. In the European Union, debates about
MNCs focus on their economic influence and market impact. MNCs are
closely linked to consumerism, often responding to market saturation by
producing shorter-lived products and increasing advertising to create
perceived needs. Although EU law does not have specific provisions for
MNC s, its transnational legal framework affects their operations within the
Union. This article explores the legal domains and regulations that impact
MNCs operating in the EU, emphasizing that these laws are generally
designed for all European companies but inherently shape the functioning of
MNCs.

2-Purpose

This article aims to analyze the legislative areas and regulations relevant to
MNCs within the European Union. These laws are not enacted solely for
MNCs but serve as a general legal framework applicable to all European
companies. From this framework, specific rights and obligations for MNCs
are derived, shaping their operational landscape within the Union.
3-Methodology

The research employed a library method, gathering data from reputable
sources such as books, articles, and websites. The collected information was
organized rationally and analyzed descriptively to present a comprehensive
understanding of the legal framework affecting MNCs in the EU.

4-Findings

EU legislation significantly influences the investment behaviors and
operational strategies of MNCs. Although there are no laws explicitly
tailored to MNCs, the EU’s transnational legal system encompasses
regulations that impact their structures and activities. These include
recognition of entities like the ‘European Company’ and ‘European
Economic Interest Grouping,” which facilitate cross-border mergers and
corporate cooperation. The EU has established directives for forming MNCs
through cross-border mergers, such as the ‘CBM1’ and ‘CBM2’ directives,
which set harmonized rules for merger procedures. Additionally, internal
market laws eliminate barriers to secondary establishments, allowing
companies to set up branches or subsidiaries across member states freely.
The EU also enforces regulations to protect shareholders and employees, and
it has rules to prevent anti-competitive practices by MNCs. A draft directive
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on precautionary measures aims to ensure large corporations uphold human
rights and environmental standards. These laws, though not specifically
targeting MNCs, provide a comprehensive legal framework that governs
their operations within the Union. Furthermore, the EU company law
directives recognize two main types of multinational corporate structures: the
‘Public Limited Liability Company’ and the ‘European Economic Interest
Grouping,” each with distinct features. Cross-border mergers are common,
supported by EU directives that harmonize merger procedures and require
approval from EU competition authorities to prevent market monopolization.
The freedom of establishment, enshrined in the Treaty on the Functioning of
the European Union, allows companies to set up branches or subsidiaries in
other member states without restrictions. Landmark cases like Centros and
Inspire Art clarified that host countries cannot impose restrictions on such
establishments if they comply with EU law. EU competition law plays a vital
role in regulating MNCs, especially concerning anti-competitive practices.
While these laws are designed to regulate competition broadly, they also hold
MNCs accountable when their activities threaten market fairness. When
MNCs violate competition laws, they are treated similarly to local firms,
with regulatory actions taken accordingly. The EU is also drafting a directive
on corporate due diligence to ensure large corporations, including MNCs,
respect human rights and environmental standards. This law targets issues
often litigated internationally, emphasizing the EU’s commitment to
responsible corporate conduct. The laws discussed are generally applicable to
all European companies, providing a framework that MNCs must follow to
operate within the EU. Some scholars advocate for an integrated legal corpus
specifically for MNCs to ensure uniform treatment across member states,
promoting internal harmonization within the Union.

5-Conclusion

This article examined how the European Union addresses multinational
corporations whose parent companies are registered in member states. EU
legislation has clear behavioral impacts on the investment patterns and
operations of MNCs. Although there are no laws explicitly tailored to MNCs,
the transnational legal framework—covering corporate structures like the
‘European Company’ and ‘European Economic Interest Grouping,’ cross-
border mergers, internal market laws, shareholder and employee protections,
anti-competition rules, and draft directives on human rights and
environmental standards—provides a comprehensive regulatory environment
for their activities. Two main types of corporate structures in the EU, ‘Public
Limited Liability Company’ and ‘European Economic Interest Grouping,’ are
discussed, with many MNCs formed through cross-border mergers supported
by harmonized EU directives. The EU’s competition authorities require prior
approval for mergers to prevent market monopolization. The principle of free
establishment allows companies to set up branches or subsidiaries across
member states without restrictions, as clarified by landmark cases like
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Centros and Inspire Art. Overall, these laws create a framework that governs
the rights and obligations of MNCs operating within the EU, fostering a
harmonized legal environment that balances corporate freedom with
regulatory oversight.
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