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ABSTRACT

This research, Efficiency of Stabilisation Clause in Protecting Forein
Investors, is aimed to (1) study international legal measures and clauses commonly used
in the bilateral agreement in protecting foreign investors; (2) study the fiscal regimes, and
unilateral act of the host state; (3) analyze international legal measures and the
stabilization clause; (4) analyze the efficiency of stabilization clause in protecting foreign
investors; (5) propose the solutions for the problems the foreign investors may confront
with the host state when claiming the stabilization clause.

This research is the qualitative research conducted based on documentary
research, including textbooks, academic articles in law and international provisions as well
as international cases and national cases in Bolivia and Venezuela.

Finding from this research showed that (1) it was observed that if the state
was strict on the doctrine of pacta sunt servanda, the states by the host government
tended to exercise the power within the limit set by the covenants in the agreement.
Thus, enforcing the stabilization clause was in efficient manner; (2), the state that was
strict on the doctrine of rebus sic stantibus, revealed differrent outcomes as overlimit
exercising of sovereign power was observed. Consequencely, assets of foreign investors
were expropriated and petroleum agreement was unilaterally amended, and the
stabilization clause was fail to functions efficiently; (3) enforcing stabilisation clause in
Bolivia and Venezuela shared the same views. The host governments did not bind
themselves to the covernants by raising the same reason, publc benefits. In other words,

stabilization clause failed to protect foreign investors.
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