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Abstract:

This study examines the effect of state immunity on the arbitration clause in international investment
contracts, amid the growing reliance on arbitration as a preferred mechanism for resolving investment
disputes between host states and foreign investors. It aims to clarify the extent to which states can
validly resort to arbitration despite their judicial immunity and to define the scope and implications of
any waiver of such immunity in enforcing arbitral awards against states. The findings indicate that
judicial immunity is no longer absolute but has become limited by the nature of state conduct,
particularly in commercial or investment-related activities. Signing an arbitration clause is considered
an implicit waiver of immunity within the boundaries of the agreed dispute, and the independent nature
of the arbitration agreement strengthens investor protection and enhances the effectiveness of
arbitration in dispute resolution. The study also shows that varying interpretations of public policy
remain a major obstacle to the enforcement of arbitral awards. The research concludes that national
laws should clearly define the scope of waiver of judicial immunity in investment contracts and restrict
the use of public policy as a defense against enforcement, achieving a balance between state
sovereignty and the legal protection of foreign investors.

Keywords: State Immunity, International Investment Disputes, Arbitration.
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