
A GUIDELINE ON THE TREATMENT OF FOREIGN DIRECT INVESTMENT
*
 

(Shortened version) 
 
The Development Committee 
  
Recognizing 

 
that a greater flow of foreign direct investment brings substantial benefits to bear on the 

world economy and on the economies of developing countries in particular, in terms of improving 

the long term efficiency of the host country through greater competition, transfer of capital, 

technology and managerial skills and enhancement of market access and in terms of the 

expansion of international trade; 

 

1. Each State will encourage nationals of other States to invest capital, technology and 

managerial skill in its territory and, to that end, is expected to admit such investments in 

accordance with the following provisions. 

 

2. In furtherance of the foregoing principle, each State will: 

 

(a) facilitate the admission and establishment of investments by nationals of other  

States, and 

 

(b) avoid making unduly cumbersome or complicated procedural regulations for, or 

imposing unnecessary conditions on, the admission of such investments. 

 

3. Each State maintains the right to make regulations to govern the admission of private 

foreign investments.  In the formulation and application of such regulations, States will note that 

experience suggests that certain performance requirements introduced as conditions of admission 

are often counterproductive and that open admission, possibly subject to a restricted list of 

investments (which are either prohibited or require screening and licensing), is a more effective 

approach.  Such performance requirements often discourage foreign investors from initiating 

investment in the State concerned or encourage evasion and corruption.  Under the restricted list 

approach, investments in non-listed activities, which proceed without approval, remain subject to 

the laws and regulations applicable to investments in the State concerned. 

 

 

5. Restrictions applicable to national investment on account of public policy (ordre public), 

public health and the protection of the environment will equally apply to foreign investment. 

 

 

 

                     

     *
Source: World Bank Group (1992). "Guidelines on the Treatment of Foreign Direct Investment", Legal 

Framework for the Treatment of Foreign Investment: Volume II: Guidelines (Washington, D.C.: The International 

Bank for Reconstruction and Development/THE WORLD BANK), pp. 35-44 [Note added by the editor].  
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 TREATMENT 

 

1. For the promotion of international economic cooperation through the medium of private 

foreign investment, the establishment, operation, management, control, and exercise of rights in 



such an investment, as well as such other associated activities necessary therefor or incidental 

thereto, will be consistent with the following standards which are meant to apply simultaneously to 

all States without prejudice to the provisions of applicable international instruments, and to firmly 

established rules of customary international law. 

 

2. Each State will extend to investments established in its territory by nationals of any other 

State fair and equitable treatment according to the standards recommended in these Guidelines. 

 

3. (a) With respect to the protection and security of their person, property rights and 

interests, and to the granting of permits, import and export licenses and the authorization to 

employ, and the issuance of the necessary entry and stay visas to their foreign personnel, and 

other legal matters relevant to the treatment of foreign investors as described in Section 1 above, 

such treatment will, subject to the requirement of fair and equitable treatment mentioned above, 

be as favorable as that accorded by the State to national investors in similar circumstances.  In all 

cases, full protection and security will be accorded to the investor's rights regarding ownership, 

control and substantial benefits over his property, including intellectual property. 

 

(b) As concerns such other matters as are not relevant to national investors, treatment 

under the State's legislation and regulations will not discriminate among foreign investors on 

grounds of nationality. 

 

4. Nothing in this Guideline will automatically entitle nationals of other States to the more 

favorable standards of treatment accorded to the nationals of certain States under any customs 

union or free trade area agreement. 

 

 

10. Developed and capital surplus States will not obstruct flows of investment from their 

territories to developing States and are encouraged to adopt appropriate measures to facilitate 

such flows, including taxation agreements, investment guarantees, technical assistance and the 

provision of information.  Fiscal incentives provided by some investors' governments for the 

purpose of encouraging investment in developing States are recognized in particular as a possibly 

effective element in promoting such investment. 

 


