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Consolidated version of the Treaty on the Functioning of the European Union

PART THREE

UNION POLICIES AND INTERNAL ACTIONS

TITLE IV

FREE MOVEMENT OF PERSONS, SERVICES AND CAPITAL

CHAPTER 2

RIGHT OF ESTABLISHMENT

Article 49

(ex Article 43 TEC)

Within the framework of the provisions set out below, restrictions on the freedom of
establishment of nationals of a Member State in the territory of another Member State
shall be prohibited. Such prohibition shall also apply to restrictions on the setting-up of
agencies, branches or subsidiaries by nationals of any Member State established in the
territory of any Member State.

Freedom of establishment shall include the right to take up and pursue activities as self-
employed persons and to set up and manage undertakings, in particular companies or
firms within the meaning of the second paragraph of Article 54, under the conditions
laid down for its own nationals by the law of the country where such establishment is
effected, subject to the provisions of the Chapter relating to capital.

Article 50

(ex Article 44 TEC)

1 In order to attain freedom of establishment as regards a particular activity, the
European Parliament and the Council, acting in accordance with the ordinary legislative
procedure and after consulting the Economic and Social Committee, shall act by means of
directives.

2 The European Parliament, the Council and the Commission shall carry out the duties
devolving upon them under the preceding provisions, in particular:

a by according, as a general rule, priority treatment to activities where freedom of
establishment makes a particularly valuable contribution to the development of
production and trade;

b by ensuring close cooperation between the competent authorities in the Member States
in order to ascertain the particular situation within the Union of the various activities
concerned;
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c by abolishing those administrative procedures and practices, whether resulting from
national legislation or from agreements previously concluded between Member States,
the maintenance of which would form an obstacle to freedom of establishment;

d by ensuring that workers of one Member State employed in the territory of another
Member State may remain in that territory for the purpose of taking up activities
therein as self-employed persons, where they satisfy the conditions which they would
be required to satisfy if they were entering that State at the time when they intended
to take up such activities;

e by enabling a national of one Member State to acquire and use land and buildings
situated in the territory of another Member State, in so far as this does not conflict with
the principles laid down in Article 39(2);

f by effecting the progressive abolition of restrictions on freedom of establishment in
every branch of activity under consideration, both as regards the conditions for setting
up agencies, branches or subsidiaries in the territory of a Member State and as regards
the subsidiaries in the territory of a Member State and as regards the conditions
governing the entry of personnel belonging to the main establishment into managerial
or supervisory posts in such agencies, branches or subsidiaries;

g by coordinating to the necessary extent the safeguards which, for the protection of the
interests of members and others, are required by Member States of companies or firms
within the meaning of the second paragraph of Article 54 with a view to making such
safeguards equivalent throughout the Union;

h by satisfying themselves that the conditions of establishment are not distorted by aids
granted by Member States.

Article 51

(ex Article 45 TEC)

The provisions of this Chapter shall not apply, so far as any given Member State is
concerned, to activities which in that State are connected, even occasionally, with the
exercise of official authority.

The European Parliament and the Council, acting in accordance with the ordinary
legislative procedure, may rule that the provisions of this Chapter shall not apply to
certain activities.

Article 52

(ex Article 46 TEC)

1 The provisions of this Chapter and measures taken in pursuance thereof shall not
prejudice the applicability of provisions laid down by law, regulation or administrative action
providing for special treatment for foreign nationals on grounds of public policy, public security
or public health.

2 The European Parliament and the Council shall, acting in accordance with the ordinary
legislative procedure, issue directives for the coordination of the abovementioned provisions.
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Article 53

(ex Article 47 TEC)

1 In order to make it easier for persons to take up and pursue activities as self-employed
persons, the European Parliament and the Council shall, acting in accordance with the ordinary
legislative procedure, issue directives for the mutual recognition of diplomas, certificates and
other evidence of formal qualifications and for the coordination of the provisions laid down by
law, regulation or administrative action in Member States concerning the taking-up and pursuit
of activities as self-employed persons.

2 In the case of the medical and allied and pharmaceutical professions, the progressive
abolition of restrictions shall be dependent upon coordination of the conditions for their exercise
in the various Member States.

Article 54

(ex Article 48 TEC)

Companies or firms formed in accordance with the law of a Member State and having
their registered office, central administration or principal place of business within the
Union shall, for the purposes of this Chapter, be treated in the same way as natural
persons who are nationals of Member States.

‘Companies or firms’ means companies or firms constituted under civil or commercial
law, including cooperative societies, and other legal persons governed by public or
private law, save for those which are non-profit-making.

Article 55

(ex Article 294 TEC)

Member States shall accord nationals of the other Member States the same treatment as
their own nationals as regards participation in the capital of companies or firms within
the meaning of Article 54, without prejudice to the application of the other provisions
of the Treaties.


