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FOREWORD

On September 12, 1985, following extensive deliberations by the World
Bank’s' Executive Directors sitting in twenty sessions of their Committee
of the Whole, the draft Convention Establishing the Multilateral Investment
Guarantee Agency (MIGA) and the documents related to it were approved
by the Board of Executive Directors without objection. Nonetheless, two
Executive Directors abstained because the issue of the standards applicable
to foreign investment, that is the general legal principles that should govern
the treatment of such investment by host governments, had not been
resolved in the convention, as previously requested by their authorities.

Following this decision of the World Bank’s Executive Directors,
the Dutch Executive Director, Ferdinand Van Dam, while congratulating me
on the difficult chairmanship of the deliberations of the Committee of the
Whole and the successful completion of the text of the MIGA Convention,
urged me to continue to pursue the issue of applicable standards. “I
believe,” he said with confidence, “you can succeed in obtaining an
international consensus on this question.” However, I was convinced at the
time that reaching an international consensus on such a controversial issue
was an elusive goal. The United Nations’ efforts in this field, initiated in
1977, like many earlier attempts in other fora, suggested that the gap
between the traditional attitudes of developed and developing countries,
hardened by years of unsuccessful negotiations, was too wide to allow for
realistic compromises.

Exactly seven years later, on September 21, 1992, the Development
Committee (a joint ministerial committee of the World Bank and the
International Monetary Fund), without any reservations, issued a set of

! The terms “World Bank” and “Bank” refer to the International Bank for
Reconstruction and Development and the International Development Association
together, unless the context suggests otherwise. The World Bank Group consists
of the International Bank for Reconstruction and Development (IBRD), the
International Development Association (IDA), the International Finance Corporation
(IFC), the Multilateral Investment Guarantee Agency (MIGA) and the International
Centre for Settlement of Investment Disputes (ICSID).
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universal guidelines on the legal treatment of foreign investment. The text
of the guidelines was prepared by a small working group which I had the
honor to chair. The successful outcome, however, was not so much a
personal achievement as the product of changing realities and perceptions
about foreign investment and the benefits it can bring to the global economy
and the economies of developing countries in particular. In a broader sense,
the great transformations of the late eighties and early nineties created a new
environment which made possible agreement on many issues thought earlier
to defy common solutions.

The purpose of this book is to provide a personal account of the
steps which led to the issue by the Development Committee of the
Guidelines on the Treatment of Foreign Direct Investment (the Guidelines)
and a first hand explanation of the text of the Guidelines. The book places
the Guidelines in the broader context of continuing international efforts to
improve investment climates. It includes not only the text of the Guidelines
(in three languages) but also the studies which preceded the preparation of
that text and the official reports which explain its rationale and contents.
This book may therefore be read as a complement to my earlier book on
MIGA and foreign investment.? Together, the two books provide detailed
accounts of the continued efforts by the World Bank to encourage the flow
of international investments through specific mechanisms which complement
its financing, catalytic and advisory roles, in pursuance of one of its main
purposes, which is “to promote foreign private investment.”

Ibrahim F.I. Shihata

June 30, 1993
Washington, D.C.

2 IBRAHM F.I. SHIHATA, MIGA AND FOREIGN INVESTMENT (1988).
3 See Articles of Agreement of the International Bank for Reconstruction and
Development, Article I.
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