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The economic upheaval resulting from the COVID-19 pandemic has led 

many governments to enhance their foreign investment screening 

mechanisms or introduce new ones. Investment screening was already 

enjoying a heyday before the COVID-19 crisis – the pandemic is 

accelerating, rather than triggering this trend. The accumulation of the two 

waves of new measures may bring about transformational change to 

investment screening policy practice and to the way governments and 

societies view the benefits and risks associated with foreign investment. 

 

Foreign direct investment (FDI) is widely considered as beneficial for host and home economies and for 

the enterprises that carry out the investments. It can, for example, enhance growth and innovation in host 

countries, contribute to creating quality jobs and developing human capital, raise living standards and help 

spread good practices in management and with regard to responsible business conduct. 

The opportunities presented by international investment occasionally bring risks, including for the essential 

security interests of host countries. Governments are taking these risks increasingly seriously, and an ever 

growing number of countries are introducing mechanisms that allow for an upfront review of certain 

investment proposals to manage these risks. Reform efforts in this area have accelerated significantly 

since 2016. Health-related concerns and the particular economic situation that has resulted from the 

COVID-19 pandemic have given a further boost to this trend (Figure 1). 

Investment screening in times of COVID 

– and beyond 

http://www.oecd.org/coronavirus/en/
http://www.oecd.org/coronavirus/en/
http://www.oecd.org/Investment/OECD-Acquisition-ownership-policies-security-May2020.pdf
http://www.oecd.org/Investment/OECD-Acquisition-ownership-policies-security-May2020.pdf


2    

INVESTMENT SCREENING IN TIMES OF COVID9 – AND BEYOND © OECD 2020 
  

Figure 1. Introduction and reform of acquisition- and ownership-related policies to safeguard 
essential security interests (1990 to 2020) 

 

Note: Data covers the 62 economies that participate in the OECD-hosted Freedom of Investment Roundtable. A new mechanism or reform is 

“associated with COVID-19” if the government has explicitly justified its introduction, at least in part, with the pandemic or its fallout. Projections 

by the OECD Secretariat are based on public government statements. 

This note sets out the developments in this policy area prior to the COVID-19 pandemic and how the 

pandemic shaped and amplified these developments. It also seeks to anticipate the future of FDI screening 

policy once the exceptional circumstances have abated. 

Risks associated with foreign investment have become more serious –  

or are being taken more seriously 

Investment screening mechanisms have existed for a long time. The introduction of such rules, which allow 

governments to scrutinise individual investment proposals for their potential impact on essential security 

interests, can be traced back to the 1960s in some countries. Until very recently however, many countries 

did not have investment screening mechanisms in place, and were instead relying on single-sector 

authorisation requirements or similar mechanisms at most. For many years, few countries had legislated 

in this area – introduced new mechanisms or reformed existing ones – until policymaking activity surged 

considerably in and after 2016 (see the red trend-line in Figure 1). 

Only since 2018 have more than half of the 37 OECD countries had a cross- or multi-sectoral investment 

screening mechanism in place, compared to less than a third a decade earlier (Figure 2). This reform drive 

continues. In the first half of 2020, France, Japan and the United States brought reforms into force that are 

unrelated to the COVID-19 pandemic. Additional countries, including Austria, Czech Republic, Finland, 

Germany, Italy, Korea, Lithuania, the Netherlands, New Zealand and the United States, are preparing or 

have recently adopted new policies or reforms that are unrelated to the pandemic. Denmark, Sweden and 

the United Kingdom have officially announced reforms, and Ireland was consulting on the merits of 

introducing an FDI screening mechanism in May 2020. 
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http://www.oecd.org/coronavirus/en/
https://www.legifrance.gouv.fr/eli/arrete/2019/12/31/ECOT1937237A/jo/texte
https://www.mof.go.jp/english/international_policy/fdi/20200424.htm
https://home.treasury.gov/policy-issues/international/the-committee-on-foreign-investment-in-the-united-states-cfius/cfius-laws-and-guidance
https://www.parlament.gv.at/PAKT/VHG/XXVII/ME/ME_00026/index.shtml
https://apps.odok.cz/veklep-detail?p_p_id=material_WAR_odokkpl&p_p_lifecycle=0&p_p_state=normal&p_p_mode=view&p_p_col_id=column-1&p_p_col_count=3&_material_WAR_odokkpl_pid=KORNBBBJBKCC&tab=detail
https://tem.fi/hankesivu?tunnus=TEM059:00/2019
https://dipbt.bundestag.de/dip21/btd/19/187/1918700.pdf
https://www.camera.it/leg18/682?atto=178&tipoAtto=Atto&idLegislatura=18&tab=1
http://www.law.go.kr/LSW/lsInfoP.do?lsiSeq=213895&ancYd=20200204&ancNo=16944&efYd=20200805&nwJoYnInfo=N&efGubun=Y&chrClsCd=010202&ancYnChk=0#0000
https://e-seimas.lrs.lt/portal/legalAct/lt/TAP/3d6f786075b411eaa38ed97835ec4df6?jfwid=-1cf20o0ohv
https://www.eerstekamer.nl/behandeling/20200612/publicatie_wet/document3/f=/vl9fchhr0cyo.pdf
https://www.parliament.nz/en/pb/bills-and-laws/bills-proposed-laws/document/BILL_97807/overseas-investment-amendment-bill-no-3
https://www.govinfo.gov/content/pkg/FR-2020-05-04/pdf/2020-09695.pdf
https://www.ft.dk/samling/20181/almdel/UPN/bilag/142/2025245/index.htm
https://www.regeringen.se/pressmeddelanden/2020/06/regeringen-vidtar-atgarder-mot-utlandska-direktinvesteringar-inom-skyddsvarda-omraden/
https://www.gov.uk/government/news/new-protections-for-uk-businesses-key-to-national-security-and-fight-against-coronavirus
https://dbei.gov.ie/en/What-We-Do/Trade-Investment/Investment-Screening/
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Figure 2. Evolution over time of the presence of investment screening mechanisms in OECD 
countries, 1990-2020 

 

Note: Cross- or multi-sectoral screening mechanisms include arrangements that cover all sectors of the economy or a significant number of 

individually listed sectors. 

Beyond the quantitative change associated with the greater number of mechanisms in this area, qualitative 

changes have significantly transformed policy practice in many advanced economies in the past five years. 

Most mechanisms now allow for intervention in a much broader section of the economy. Combined with 

the lowering of trigger thresholds, a much larger number of transactions are now potentially subject to 

scrutiny. Rules have become more detailed and sophisticated and are geared towards routine applications. 

Implementation practice has also changed in many countries, with more confident and frequent use of the 

instruments. Greater depth of regulation and transparency about policy practice are further indicators of a 

transformational change that has emerged over the past decade in many countries and that has deepened 

markedly from 2016 onwards. 

COVID is prompting broader and additional mechanisms, and bringing them 

more swiftly 

The exceptional economic situation caused by the COVID-19 pandemic has further accelerated 

policymaking in this area as documented by several reforms and temporary adjustments of existing 

policies. In some countries this acceleration was further boosted by a European Commission 

Communication issued in March 2020. Australia, France, Hungary, and Italy have made explicitly 

temporary adjustments that lower trigger thresholds or apply more stringent rules to a broader range of 

transactions than was previously the case. In addition, France, Germany, Japan and Spain have made 

permanent changes to their investment screening mechanisms in response to the new situation. Slovenia 

has introduced a new review mechanism, motivated explicitly, at least in part, by the arrival of the 

pandemic. Germany, the Netherlands, New Zealand and the United Kingdom have fast-tracked reforms of 

their policies that had been initiated before the crisis hit. Poland had legislation for additional mechanisms 

pending in mid-June 2020 that, according to official statements, was at least partly motivated by pandemic-

related factors. 

Policy attention to this matter is high in emerging economies, too. India and Romania have made explicitly 

justified recent adjustments with the pandemic or its fallout. The People’s Republic of China and the 

Russian Federation passed reforms in the first half of 2020. Further reforms are imminent or under 
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http://www.oecd.org/coronavirus/en/
https://trade.ec.europa.eu/doclib/docs/2020/march/tradoc_158676.pdf
https://trade.ec.europa.eu/doclib/docs/2020/march/tradoc_158676.pdf
https://firb.gov.au/about-firb/news/changes-foreign-investment-framework-0
https://www.tresor.economie.gouv.fr/Articles/2020/04/30/covid-19-update-of-the-foreign-direct-investment-screening-procedure-in-france
https://magyarkozlony.hu/dokumentumok/0066531b23d8468d0499df85581054250356213f/letoltes
https://www.gazzettaufficiale.it/atto/serie_generale/caricaDettaglioAtto/originario?atto.dataPubblicazioneGazzetta=2020-04-08&atto.codiceRedazionale=20G00043&elenco30giorni=true
https://www.legifrance.gouv.fr/affichTexte.do;jsessionid=6C5C39D2CA0E9CBA2797A9F33D1A876D.tplgfr24s_1?cidTexte=JORFTEXT000041835304&dateTexte=&oldAction=rechJO&categorieLien=id&idJO=JORFCONT000041835077
https://www.bmwi.de/Redaktion/DE/Downloads/F/fuenfzehnte-verordnung-zur-aenderung-der-aussenwirtschaftsverordnung-referentenentwurf.pdf?__blob=publicationFile&v=4
https://www.mof.go.jp/international_policy/gaitame_kawase/gaitame/recent_revised/20200615.html
https://www.boe.es/diario_boe/txt.php?id=BOE-A-2020-4208
https://www.uradni-list.si/glasilo-uradni-list-rs/vsebina/2020-01-1195/zakon-o-interventnih-ukrepih-za-omilitev-in-odpravo-posledic-epidemije-covid-19-ziuoope
https://www.bmwi.de/Redaktion/DE/Downloads/F/fuenfzehnte-verordnung-zur-aenderung-der-aussenwirtschaftsverordnung-referentenentwurf.pdf?__blob=publicationFile&v=4
https://www.rijksoverheid.nl/ministeries/ministerie-van-economische-zaken-en-klimaat/documenten/kamerstukken/2020/06/02/kamerbrief-met-aankondiging-peildatum-in-wetsvoorstel-investeringstoetsing-op-risicos-voor-de-nationale-veiligheid-bij-overnames-en-investeringen
https://www.beehive.govt.nz/release/new-measures-protect-new-zealand’s-national-interest-during-covid-19-crisis
https://www.gov.uk/government/news/new-protections-for-uk-businesses-key-to-national-security-and-fight-against-coronavirus
http://www.sejm.gov.pl/Sejm9.nsf/PrzebiegProc.xsp?id=7E5AB12D998CBFBFC125857000442D94
https://dipp.gov.in/sites/default/files/pn3_2020.pdf
http://legislatie.just.ro/Public/DetaliiDocumentAfis/223352
http://www.npc.gov.cn/flcaw/userIndex.html?lid=ff80808171b9f1300171be85b394022a
http://publication.pravo.gov.ru/Document/View/0001202003180004
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consideration in Brazil, the People’s Republic of China, the Russian Federation, Ukraine, and Viet Nam, 

for example. 

Adjustments to investment screening mechanisms that can be directly associated with COVID-19 fall into 

one of two groups corresponding to specific concerns and intentions: 

 Reforms that add assets to the scope of screening mechanisms that are crucial for the pandemic 

response (health-related industry sectors and associated supply chains) or that specifically 

strengthen controls in these areas; and 

 Measures that introduce or enhance FDI screening mechanisms across the board to prevent 

acquisitions in any sector where assets suffer from temporary financial stress and value distortions 

under the exceptional economic conditions associated with the pandemic. 

These seemingly similar policy responses reveal some commonalities, but also some structurally different 

considerations. 

Watching over assets essential for the pandemic response and related supply chains 

Reforms that focus on assets that are essential for the pandemic response result from the understanding 

that production capacity and availability in this area are an essential security interest of societies. Advanced 

economies have been spared epidemics over the past decades and have not experienced supply chain 

vulnerabilities in health-related industries, so these assets were often not included in lists of FDI screening 

mechanisms. The experience of unforeseen shortages in this sector has led governments to swiftly remedy 

this omission. Several countries have either added these assets to lists on sectors in which investment 

screening applies or moved to apply tighter procedural rules that countries apply to investments in 

particularly sensitive sectors. 

Some countries’ investment screening mechanisms apply economy-wide and do not distinguish between 

sectors for their application. This explains why many countries did not take any measures to ensure that 

health-related industries were under the scope of their mechanisms. Table 1 provides an overview of 

measures that selected countries have taken – or did not need to take – to ensure that their FDI screening 

mechanisms apply to health-related industries. 

Table 1. Policy measures in selected OECD countries to ensure health-related industries are under 
the scope of FDI screening mechanisms 

health-related sector 

added to sector list 

[B = biotechnologies; 

I = critical health 

infrastructure] 

reclassification of health-

related sector under 

stricter regime 

[B = biotechnologies; 

I = critical health 

infrastructure] 

entirely new mechanism 

– that covers health-

related industries – 

introduced 

sector-list had contained 

health-related industries 

prior to the pandemic 

FDI screening does not 

use sectors as criterion 

France (B) 

Italy (B/I) 

Austria* (B/I) 

Germany 

Spain (B/I) 

Japan* (certain B 

companies) 

Czech Republic* (B/I) 

Hungary (B/I) 

Slovenia (B/I) 

Poland* (B/I) 

Austria (I) 

France (I) 

Hungary (I) 

Korea (B) 

Latvia (I) 

Australia 

Canada 

Finland 

Germany 

Iceland 

New Zealand 

United States 

Note: Lists include OECD countries and are up to date as of 12 June 2020. Only changes that official statements or the legislation itself associate 

with the COVID-19 pandemic are included. Country names with “*“ indicate legislation or rules that had not yet come into effect on 12 June 2020 

but were expected to become operational shortly thereafter. “”indicates changes that were identified as temporary, and “” indicates a new 

mechanism in this category. More detailed descriptions of individual countries’ mechanisms as of and up to 15 May 2020 are available in 

Acquisition- and ownership-related policies to safeguard essential security interests, OECD Secretariat research note, May 2020. 

http://www.oecd.org/coronavirus/en/
https://www.camara.leg.br/noticias/660691-proposta-restringe-entrada-de-capital-estrangeiro-no-pais/
http://www.gov.cn/zhengce/2020-05/18/content_5512696.htm
https://sozd.duma.gov.ru/bill/946057-7
https://www.me.gov.ua/Documents/Detail?lang=uk-UA&id=873888fb-56ef-4f57-b9e7-c53c57d0fc05&title=ProektZakonuUkrainiproPoriadokZdiisnenniaInozemnikhInvestitsiiUSubktiGospodariuvannia-SchoMaiutStrategichneZnachenniaDliaNatsionalnoiBezpekiUkraini
https://www.tienphong.vn/xa-hoi/cham-dut-hoat-dong-neu-nha-dau-tu-nuoc-ngoai-de-doa-an-ninh-quoc-phong-1663736.tpo
https://www.legifrance.gouv.fr/affichTexte.do;jsessionid=6C5C39D2CA0E9CBA2797A9F33D1A876D.tplgfr24s_1?cidTexte=JORFTEXT000041835304&dateTexte=&oldAction=rechJO&categorieLien=id&idJO=JORFCONT000041835077
https://www.gazzettaufficiale.it/atto/serie_generale/caricaDettaglioAtto/originario?atto.dataPubblicazioneGazzetta=2020-04-08&atto.codiceRedazionale=20G00043&elenco30giorni=true
https://www.parlament.gv.at/PAKT/VHG/XXVII/ME/ME_00026/index.shtml
https://www.bmwi.de/Redaktion/DE/Downloads/F/fuenfzehnte-verordnung-zur-aenderung-der-aussenwirtschaftsverordnung-referentenentwurf.pdf?__blob=publicationFile&v=4
https://www.boe.es/diario_boe/txt.php?id=BOE-A-2020-3824
https://www.mof.go.jp/international_policy/gaitame_kawase/gaitame/recent_revised/20200615.html
https://apps.odok.cz/veklep-detail?p_p_id=material_WAR_odokkpl&p_p_lifecycle=0&p_p_state=normal&p_p_mode=view&p_p_col_id=column-1&p_p_col_count=3&_material_WAR_odokkpl_pid=KORNBBBJBKCC&tab=detail
https://magyarkozlony.hu/dokumentumok/0066531b23d8468d0499df85581054250356213f/letoltes
https://www.uradni-list.si/glasilo-uradni-list-rs/vsebina/2020-01-1195/zakon-o-interventnih-ukrepih-za-omilitev-in-odpravo-posledic-epidemije-covid-19-ziuoope
http://www.sejm.gov.pl/Sejm9.nsf/PrzebiegProc.xsp?id=7E5AB12D998CBFBFC125857000442D94
https://www.ris.bka.gv.at/Dokumente/BgblAuth/BGBLA_2013_I_37/BGBLA_2013_I_37.pdfsig
https://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000028933611&categorieLien=id
https://magyarkozlony.hu/dokumentumok/04bf6234c40fceb3e16cfe41824210533ef5c45b/letoltes&xid=17259,15700023,15700186,15700190,15700248,15700253&usg=ALkJrhhNkJVhe-zUKbqg8U-155HkughAKA#2
http://elaw.klri.re.kr/eng_service/lawView.do?lang=ENG&hseq=24351
http://likumi.lv/doc.php?id=14011
https://www.parliament.nz/en/pb/bills-and-laws/bills-proposed-laws/document/BILL_97805/overseas-investment-urgent-measures-amendment-bill
http://www.oecd.org/Investment/OECD-Acquisition-ownership-policies-security-May2020.pdf
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As a result of the policy adjustments that have been observed in OECD Members since March 2020, critical 

health infrastructure is now or will very soon be subject to screening in 20 OECD countries that screen 

inward FDI for security reasons, up from 14 just a few months ago. Acquisitions of biotechnologies or 

medical devices companies are also now or very soon subject to investment screening in 20 OECD 

countries that screen inward FDI for security reasons, up from 11 countries before the pandemic (Figure 3). 

Figure 3. Evolution of coverage of health-related sectors by investment screening mechanisms in 
OECD countries, 1990-2020 

 

Preventing unwanted acquisitions under extraordinary economic conditions 

Several countries have adjusted their investment screening mechanisms as the economic disruption 

resulting from the pandemic and subsequent containment efforts has led to severe financial stress for 

many companies and to erratic or unusually low enterprise valuations. These policy adjustments typically 

apply economy-wide or reach well beyond assets that are related to the pandemic response. Where such 

adjustments have been made, they have been explicitly temporary with defined end-dates or time-horizons 

that refer to specific events or situations. 

Among the countries that have taken such measures are Australia (trigger threshold temporarily lowered 

to zero for all investors), France (approval temporarily required for acquisitions of 10% interest instead of 

25%), Hungary (lower and additional trigger thresholds apply temporarily), Italy (more exigent rules 

temporarily apply to EU and EEA investors) and New Zealand (transactions that are not normally 

reviewable are temporarily reviewable). 

Many countries are choosing a different course of action than in the 2008 crisis 

The current tightening of control over inward investment in response to the severe economic disruption 

differs markedly from the stance that countries took during and just after the global financial crisis of 

2008/2009. Then, as now, company valuations had plummeted and economic prospects were uncertain. 

Both crises affected countries to different degrees, providing companies from countries less impacted with 

opportunities to acquire companies in countries more impacted. But in 2008/2009, unlike responses 

unfolding today, many countries chose to open further to foreign capital. The outcome of this stance was 

mostly positive, at least for many enterprises. 
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http://www.oecd.org/coronavirus/en/
https://www.legislation.gov.au/Details/F2020L00435
https://www.tresor.economie.gouv.fr/Articles/2020/04/30/covid-19-update-of-the-foreign-direct-investment-screening-procedure-in-france
https://magyarkozlony.hu/dokumentumok/04bf6234c40fceb3e16cfe41824210533ef5c45b/letoltes&xid=17259,15700023,15700186,15700190,15700248,15700253&usg=ALkJrhhNkJVhe-zUKbqg8U-155HkughAKA#2
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http://www.oecd.org/investment/g20.htm


6    

INVESTMENT SCREENING IN TIMES OF COVID9 – AND BEYOND © OECD 2020 
  

The investment policy response is markedly different this time around. Why? Why are so many 

governments choosing such a different path in the face of the deep economic disruption caused by this 

second crisis only a decade later? 

No definite answer can be given at this time, but three possible explanations may shed light on the starkly 

different choices that countries are making today. And all three have probably contributed in varying 

degrees in different countries to why the crisis response this time is so different from the response chosen 

a decade ago: 

 The economic crisis in 2008 was linked primarily to financial causes including overleveraging, 

overvaluations and unsustainable corporate debt. A financial solution, and new capital in particular, 

was able to remedy these problems, with the exit of unviable enterprises part of the solution. The 

current crisis is rooted in exogenous causes that threaten viable companies, do so potentially only 

temporarily. The COVID-19 crisis has led to a situation comparable to a market dysfunction where 

a temporary “suspension of trading” could be part of the solution; this would not have been a 

solution in 2008/2009. 

 State-owned enterprises (SOEs) have taken on a more dominant role as international investors 

and play a much more prominent role as foreign investors than they did in 2008/2009. SOEs, 

particularly foreign SOEs, are viewed with suspicion as they may have non-economic motives and 

their explicit or implicit state-backing may secure them advantages unavailable to most privately-

owned enterprises. Resulting foreign state-influence over the assets under acquisition may also 

shed a different light on implications for essential security interests of a proposed acquisition. The 

advantages that SOEs may enjoy, such as privileged access to financing, may be amplified in a 

situation of severe market distortions; tighter scrutiny of transactions involving SOEs may 

correspond to the associated higher security implication of SOE investments. 

Several countries have indeed expressed these specific concerns about investments by 

companies owned, controlled or linked to foreign governments in the exceptional economic context: 

New Zealand and Spain have introduced stricter scrutiny as part of their COVID-related 

adjustments of FDI screening mechanisms; Hungary and Slovenia have reaffirmed that state-

ownership of an acquirer during this time is an additional risk factor; and Canada, Japan and New 

Zealand, where SOEs have attracted a greater level of concern outside the current context, have 

specifically reaffirmed their stance in this regard. The share of OECD countries that single out 

state-owned acquirers in the context of FDI screening has grown from eight to fourteen since the 

beginning of 2020. 

 Finally, government perceptions of the benefits and risks associated with international investment 

may have changed over the past decade, thus provoking a different reaction to a somewhat similar 

scenario. While governments continue to emphasise their openness to FDI and will rely on FDI for 

the recovery phase as they did after the crisis of 2008/2009, they have become more selective with 

respect to the FDI they welcome. 

Several indicators suggest such a change in many governments’ stance. The introduction and 

expansion of FDI screening mechanisms in an ever growing number of jurisdictions since 2016 

and the shortening intervals at which rules are further enhanced suggest that potential risks 

associated with foreign investment are now firmly on governments’ minds, much more prominently 

than they were a decade ago. 

This trend towards a more selective approach to FDI is accompanied by a fairly consistent 

metamorphosis of government discourse on FDI screening. Until around 2016, this sort of 

screening was framed as an exceptional tool in a rigorously open investment environment. 

Language then became subtly but steadily more assertive language such as the “end of naivety” 

reciprocity considerations, and “strategic” enterprises – rather than “sensitive” ones – entered the 

discourse. The advent of the COVID-19 pandemic has also resulted in hitherto unseen vocabulary 
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appearing in this area of policymaking as governments have started mentioning “unwanted” 

investment, “opportunistic acquisitions” and “predatory acquisitions”. Whereas foreign investment 

was previously associated with opportunities, it is now occasionally associated with sell-offs and 

the loss of critical assets and technology. 

Barely three months have passed since governments took the first measures in response to the COVID-

19 pandemic. How the three factors explain best the reaction of different governments can only be 

assessed more accurately at a later point in time. The retrospective assessment will also be informed by 

the course of action that governments decide to take. For example: Will temporary measures be unwound, 

and when? Will FDI screening mechanisms continue to become more stringent even as the crisis abates? 

These decisions will depend on how governments weigh the opportunities and risks associated with 

international investment as they confront the economic crisis that results from the COVID-19 pandemic. 

For decades, government perceptions of the benefits of international investment has led them to 

progressively open their economies to foreign capital, and where policies to manage risks for host country 

recipient countries existed, they were guided by principles set out in the Recommendation of the Council 

on Guidelines for Recipient Country Investment Policies relating to National Security (2009). The stance 

of openness to foreign investment continues to hold. International investment helped economies recover 

from the global financial crisis of 2008/2009. It could play the same role now if governments seize its 

opportunities while managing the risks. 
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