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Abstract 
 
 
The relationship between intellectual property rights (IPRs) and investment treaty arbitration is 
a relatively new phenomenon. One reason is that the intellectual property system has been 
designed, implemented and enforced on the national level. A state may use the World Trade 
Organization dispute settlement mechanism for the clarification of an Agreement on Trade-
Related Aspects of Intellectual Property Rights (TRIPS) provision. Alternatively, parties can 
resolve disputes either on the national level or through alternative dispute resolution, mainly 
arbitration and mediation. Despite the traditional practice, investors have brought forward 
intellectual property-related investor-state dispute settlement disputes in Philip Morris v. 
Uruguay and Eli Lilly v. Canada, which created opportunities for possible IPR litigation in the 
future. This paper critically examines the two disputes and broadly analyzes the important 
findings of these cases. The paper analyzes the arguments of the parties and the tribunal 
conclusions to show potential implications and challenges which these disputes might bring to 
the intellectual property system.  
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Introduction 

 

Intellectual property (IP) system perform exceptionally when enforcement 

mechanisms are fair, legitimate and able to understand the ‘balance’ struck in the 

system. A proper institutional framework for enforcement of intellectual property 

rights (IPRs) would enable the IP system to maximize economic and social welfare. 

That said, sometimes the law enforcement system determines ‘winners’ of the market 

and if there are no principles or mechanisms to achieve a balance between private and 

public aspects of IPRs, then one who wins takes all, resulting in more litigation.1 No 

doubt many of us will agree that IP is a form of government intervention in the market 

with an aim to achieve a desirable social end-encouraging innovation and creation.2 

Therefore, with this mindset, the owners of IP and users turn to national courts and IP 

offices to resolve disputes or interpret provisions to ensure clarification of the law. 

Whereas at the international level, states employ the World Trade Organization (WTO) 

dispute settlement mechanism to seek clarification on the Agreement on Trade Related 

Aspects of Intellectual Property (TRIPS)3 provision and obligations. Besides national 

mechanisms and WTO dispute settlement, it is quite unheard of to use any other 

adjudicating forum for IP owners to enforce their rights.  

 

Until recently, few high-profile cases demonstrated an alternative forum in the making 

that would potentially enable IP owners to enforce their rights. This forum is known as 

investor-state dispute settlement (ISDS), an ad hoc investment tribunal governed 

under the International Center for Settlement of Investment Disputes (ICSID) 

Convention.4 The objective of this paper is to examine the recent high-profile cases in 

                                                 
1 For an interesting discussion on ‘winner takes all’. See Annabelle Lever, Introduction: 
Philosophy of Intellectual Property-incentives, rights and duties  in NEW FRONTIER IN THE 
PHILOSOPHY OF INTELLECTUAL PROPERTY 26- 31 (Annabelle Lever ed., 2012); David 
Lametti, The Virtuous p(eer): Reflections on the Ethics of the Sharing in NEW FRONTIER IN 
THE PHILOSOPHY OF INTELLECTUAL PROPERTY 270-71 (Annabelle Lever ed., 2012). 
2 Mark A. Lemley, Faith-Based Intellectual Property 62 UCLA L. Rev 1328 (2015).  
3 TRIPS: Agreement on Trade-Related Aspects of Intellectual Property Rights, Apr. 15, 1994, 
Marrakesh Agreement Establishing the World Trade Organization, Annex 1C, 1869 
U.N.T.S.299, 33 I.L.M. 1197 (1994) [hereinafter TRIPS]. 
4 ICSID Convention is a treaty ratified by 153 Contracting States and entered into force on Oct. 
14, 1966 [hereinafter ICSID Convention]. 
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which IPRs are being sought to be protected by means of international investment law 

and treaties.  

 

To meet the stated purpose, this paper is divided into two  further main parts. The first 

part (Section I) provides a general background on the relationship between IP and 

investment law, followed by  brief discussion on early cases where IP was indirectly 

refereed in investment arbitration. The second part (Section II) mainly discusses IP-

related disputes in ISDS. The second part is further divided into four sub-parts that 

mainly focus on two high profile cases: Philip Morris v. Uruguay5 and Eli Lilly v. 

Canada6 and broadly analyzes the important findings of these cases.   

I. The Relationship between Intellectual Property and Investment Law 

 

The relationship between IPRs and investment law is old but debates are new.7  IP has 

always remained at the heart of international investment agreements (IIAs)8 that 

consisted of dispute settlement provision without any interactions, until recent high 

profile cases demonstrated the potential of IP-ISDS interactions.9 Before discussing 

IP-related ISDS cases, it is relevant to understand the grounds on which IPRs are 

brought before arbitral tribunals. 

 

                                                 
5 Brands Sarl, Philip Morris Products S.A. and Abal Hermanos S.A. v. Oriental Republic of 
Uruguay, ICSID Case No. ARB/10/7, Award, July 8, 2016 [hereinafter Philip Morris v. 
Uruguay]. 
6 Eli Lilly and Company v. The Government of Canada, UNCITRAL ICSID Case No. 
UNCT/14/2, Award, Mar. 16, 2017 [hereinafter Eli Lilly v. Canada]. 
7 See generally, Gabriel M. Lentner, Investor-State Dispute Settlement and the Relationship 
between IP and Investment Chapters in Free Trade Agreements TTLF WORKING PAPERS 
No. 50 1-31 (2020). 
8 For the purposes of this paper, the expression international investment agreements (IIA) 
refers to an agreement between two sovereign states and includes Free Trade Agreements 
(FTAs), bilateral investment treaties (BITs), Preferential Trade Agreements and Mega-
Regional Trade Agreements. It specifically refers to three types of IIAs: (i) BITs; (ii) regional 
investment treaties signed by a group of states within a single region; and (iii) chapters of 
integrated trade and investment agreements that can be signed either at the bilateral or 
regional level. 
9 Historically, IPRs featured in the post-World War II Friendship, Commerce and Navigation 
(FCN) Treaties, see Pratyush Nath Upreti, Intellectual Property, Investment and World Trade 
Organization (WTO): A Historical Account in RESEARCH HANDBOOK ON INTELLECTUAL 
PROPERTY AND INVESTMENT LAW 186-188 (Christophe Geiger ed., 2020). 



  8 

A. Interface between Intellectual Property and Investment Standards 
 

The starting point of interaction between IP and investment arbitration is through the 

definition of investment in IIAs. Generally, IP or categories of IP are explicitly included 

in the definition of investment.10 That invites any dispute arising out of investment [IP] 

to fall under the jurisdiction of the ICSID.11 This provides a route to bring IP before 

arbitral tribunals. In addition, arbitral tribunals have established criteria for assessing 

an investment, popularly known as Salini criteria, that mainly focus on contribution, 

duration, risk and economic development in host state.12 Hence, to bring IP-related 

disputes in ISDS, the claimant needs to show that IP as investment fulfills the Salini 

criteria. As the criteria is broadly interrelated, an IP will likely satisfy the Salini 

criteria.13 However, there are views against it.14 Before examining if the IP fulfills Salini 

criteria, the arbitral tribunals must assess the validity and scope of IP investment based 

on national laws. This is more relevant in case of IPRs, as they are territorial. That 

means rights and obligations are derived from national laws. In other words, only those 

IPRs which are ‘protected’ at the national regime should be treated as investment.   

 

Once IP-related investment disputes are admitted, arbitral tribunals will adjudicate on 

the basis of the grounds on which the dispute is brought. Investors rely on several 

                                                 
10 For example, Australia-Uruguay BIT (2019), art. 1(1) (a)(iv) refer ‘intellectual property 
rights, including rights with respect to copyright, patents, trademarks, trade names, industrial 
designs, trade secrets, know-how and goodwill’. 
11 ICSID Convention, art. 25 (1)- ‘‘The jurisdiction of the Centre shall extend to any legal dispute 
arising directly out of an investment, between a contracting state and a national of another 
contracting state, which the parties to the dispute consent in writing to submit to the Centre’.  
12 Salini Costruttori S.p.A and Italstrade S.p.A. v Kingdom of Morocco, ICSID Case No 
ARB/00/4, Decision on Jurisdiction, July 23, 2001 [hereinafter Salini v. Morocco/Salini 
Criteria]. 
13 See Julian Davis Mortenson, Intellectual Property as Transnational Investment: Some 
Preliminary Observations 2 TRANSNAT’L DISPUTE MGMT. (2009). Pratyush Nath Upreti, 
Enforcing IPRs Through Investor-State Dispute Settlement: A Paradigm Shift in Global IP 
Practice, 19 (1/2) J. WORLD INTELL. PROP. 53-82 (2016).  
14 Ruth L. Okediji, Is Intellectual Property “Investment”? Eli Lilly v. Canada and the 
International Intellectual Property System 35 (4) U. PA. J. INT’L. 1125 (‘intellectual property, 
however, differs considerably from most other covered investment assets in important 
respects. Intellectual property rights can be held simultaneously in many countries and in 
some cases, like copyright, without any formalities or other domestic process that would 
indicate a specific investment purpose).  
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investment standards to make the basis for violation of a state’s obligation to protect 

foreign investment. The most common investment standards that regularly features in 

investment disputes in general, including IPRs-related disputes, are namely 

expropriation and fair and equitable treatment (FET). The idea behind such standards 

is to protect investors against their assets being expropriated through the host state 

measure or unstable regulatory regime. Both expropriation and FET are a standard 

form of treatment that host states promise at the time of entering into an agreement 

with another state.  

 

Expropriation of foreign property is not illegal per se under international law;15 states 

can justify such measures. Most treaties recognize expropriation that results in the 

forcible deprivation of a title or the possession of foreign property that can be of direct 

and indirect nature. The state through justifiable grounds under the treaty expropriate 

a foreign investment following due process, followed by prompt adequate and effective 

compensation. However, the challenge that arbitral tribunals face is assessing indirect 

expropriation. Most of the IIAs include a provision about indirect expropriation, but 

the boundaries that define what does and does not constitute an indirect expropriation 

are unclear.16 Additionally, in assessing indirect expropriation, the question of 

investment protection vis-à-vis states’ regulatory rights often comes into conflict. 

Therefore, drawing the line between states’ regulatory rights and states’ indirect 

expropriatory conduct with compensation is essential but unclear.17  

 

Another essential yet controversial standard that regularly features in investors’ 

arguments is FET.18 The objective of FET is to minimize the risk of adverse regulatory 

                                                 
15 Christoph Schreuer, The Concept of Expropriation under the ETC and other Investment 
Protection Treaties (2008),  https://www.univie.ac.at/intlaw/pdf/csunpublpaper_3.pdf (last 
visited Oct. 14, 2020). 
16 According to the U.N. Conference on Trade and Development, World Investment Report: 
Investment and Digital Economy 2017, 122 U.N. Doc. UNCTAD/WIR/2017 (June 7, 2017) 
(only five percent of BIT signed between 1959 to 2010 consist of clear indirect expropriation 
provision). 
17 Ying Zhu, Do Clarified Indirect Expropriation Clauses in International Investment Treaties 
Preserve Environmental Regulatory Space? 60 (2) HARV. INT’L L. J. 377-416 (2019). 
18 Nearly 75% with investment disputes have been found to be a violation of FET, see Public 
Citizen, Memorandum on Fair and Equitable Treatment and investor reasonable expectation: 
Ruling in U.S. FTA & BITs Demonstrate FET Definition must be narrowed. 
http://www.citizen.org/ (last visited Oct. 14, 2020). 
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change by obliging the host state to maintain a stable legal framework for the 

investment.19 The failure to maintain a stable legal framework will frustrate investor’s 

legitimate expectations by breaching the commitment of the host state to accord FET. 

Two approaches can be drawn from arbitral tribunals’ interpretations of the FET 

standard.20 Ortino referred to a ‘strict’ and ‘soft’ view of stability obligation and 

investors’ expectations of stability within the conceptual framework of the application 

of FET.21 The strict view of stability obligation refers to a stricto sensu approach, which 

means that the regulatory stability at the time of investment must ‘freeze’ and that any 

changes would render a violation of obligations, irrespective of the stability clause.22 

As a result, the host state is obliged to pay compensation for the non-fulfillment of the 

commitment.  

 

In contrast, the soft view relates to understanding the ‘reasonableness’23 of the host 

measure through different assessments, such as the proportionality test, fairness or 

rationality.24 This approach is more about investigating the merit of the regulatory 

change; if it is unreasonable, then the host state is obliged to compensate investors.25 

However, even in cases that require the adoption of a soft view, the commitment of 

tribunals to consider the circumstances under which the host state has adopted the 

measure and uncertainty regarding the clear assessment of the standard have made 

the concept futile at times. Nonetheless, the quest for a sound assessment for the 

breach of ‘the stability limb’26 of the state’s obligation is ongoing.  

 

What is indicated above, as well as further examination of the conceptual 

understanding of expropriation and FET, confirm the importance of these standards 

                                                 
19 Bayindir Insaat Turizm Ticaret Ve Sanayi A.S. v Islamic Republic of Pakistan, ICSID Case 
No. ARB/03/29, Decision on Jurisdiction, Nov. 14, 2005, paras 239-40 [hereinafter Bayindir 
v Pakistan]. 
20 Federico Ortino, The Obligation of Regulatory Stability in the Fair and Equitable 
Treatment Standard: How Far Have We Come? 21 (4) J. INT’L ECON. L. 845-865 (2018). 
21 Id. at 848-854. 
22 Id. at 848-849. 
23 Id. 
24 See Caroline Henckels, PROPORTIONALITY AND DEFERENCE IN INVESTOR-STATE 
ARBITRATION: BALANCING INVESTMENT PROTECTION AND REGULATORY 
AUTONOMY (2016). 
25 Id. 
26 Bayindir v Pakistan, supra note 19, at para 240. 
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in investment arbitration. The application and contents of both the standards and their 

tension with state regulatory rights are of utmost importance to IP. This is because 

international IP provides enough space for domestic regulation of IP.27 The subsequent 

development of the Doha Declaration28 has further strengthened the need and urge for 

public interest-oriented IP policies.29 The attempt to develop a public interest-oriented 

IP system is of increasing interest at the academic30 and policy level.31 Hence, to what 

extent investors’ claims on IP-related issues would undermine the regulatory space of 

a state is an enduring and relevant question, and has come up in the discussion due to 

two major disputes. The next section will first provide a brief background of past 

disputes before moving to an examination of Philip Morris and Eli Lilly’s disputes.   

 

B. Intellectual Property Rights in Investor-State Dispute Settlement  

 

On 10th February 2010, Philip Morris requested investor state arbitration against anti-

smoking legislation in Uruguay. Subsequent Australian Tobacco Plain packaging 

disputes32 accelerated and triggered debate and discussion on IP and ISDS 

interactions. A bit later, Eli Lilly challenged the decision of the Canadian Supreme 

Court to invalidate patents before the investment tribunal. Both the disputes came out 

                                                 
27 TRIPS, art. 1 (1), arts. 7 and 8. See Henning Grosse Ruse-Khan, Policy Space for Domestic 
Public Interest Measures under TRIPS (South Centre Research Paper Series No. 22, 2009); 
Christophe Geiger, The Social Function of Intellectual Property Rights, or How Ethics can 
Influence the Shape and Use of IP Law in METHODS AND PERSPECTIVES IN 
INTELLECTUAL PROPERTY 153 (Graeme B. Dinwoodie ed., 2013). 
28 See the Doha Declaration on TRIPS Agreement and Public Heath (Doha WTO Ministerial 
2001: TRIPS, WT/MIN(01)/DEC/2, Nov. 20, 2001), 
 https://www.wto.org/english/thewto_e/minist_e/min01_e/mindecl_trips_e.htm. (last 
visited Oct. 14, 2020). 
29 Frederick M Abbott and Jerome H Reichman, The Doha Round’s Public Health Legacy: 
Strategies for the Production and Diffusion of Patented Medicines under the Amended TRIPs 
Provisions 10 J. INT’L ECON. L 921 (2007). 
30 In 2011 the Global Congress on Intellectual Property and the Public Interest convened over 
180 experts from 32 countries and six continents adopted ‘The Washing Declaration on 
Intellectual Property and the Public Interest’, Aug. 2011, 
 http://infojustice.org/wp-content/uploads/2011/09/Washington-Declaration.pdf (last 
visited Oct. 14, 2020); See also Sean M. Flynn, The Washington Declaration on Intellectual 
Property and the Public Interest 28 (1) A.M. U. INT’L L. REV. 1-12 (2012). 
31 For example, see South Africa submission to the WTO TRIPS Council entitled, ‘Intellectual 
Property and the Public Interest: The WTO TRIPS Agreement and the Copyright Three-Step 
Test’ (WTO/IP/C/W/663, Jan. 29, 2020). 
32  JT International SA v. Commonwealth [2012] HCA 43, (2011) 250 CLR 1. 
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of surprise creating debate and discussion. It is true that these cases were highlighted 

and reported in the media and received immense attention, but in the past, there were 

cases where IPRs featured indirectly in claims before the ISDS. It is reported that the 

first IPRs challenge against a state was brought by the American tobacco companies 

against Canada33 under the North American Free Trade Agreement (NAFTA) in 1994.34 

The challenge was brought against the proposed Canadian tobacco plain packaging, 

requiring generic packaging for cigarettes sold in Canada.35 In response to the 

proposed regulation, investors threatened to use NAFTA’s Investment Chapter36 to 

seek compensation for expropriation of their Canadian trademark rights.37 However, 

the matter didn’t receive attention because in 1995, the Canadian Supreme Court 

struck down the proposed regulation as violating the tobacco industry’s freedom of 

expression and the Canadian Charter of Rights and Freedoms.38  

 

Post 1995, there has been cases where IPRs has been indirectly featured in ISDS which 

are not part of this paper because those cases does not feature IP at the heart of the 

dispute. This is not to indicate that those case are not relevant but two disputes: Philip 

Morris and Eli Lilly exclusively have IPRs at the center of the dispute and received 

wider discussion. Thus, it is relevant to understand two high-profile cases, examined 

in the following sections. 

II. Philip Morris and Eli Lilly: A Critical Assessment of the Disputes 

 

This section is divided into four categories. Section A provides an overview of Philip 

Morris v. Uruguay, followed by section B that analyzes some aspects of the award that 

                                                 
33 Lahra Liberti, Intellectual Property Rights in International Investment Agreements: An 
Overview (OECD Working Paper on International Investment 2010/01) 16  
https://www.oecd.org/daf/inv/investment-policy/WP-2010_1.pdf (last visited Oct. 14, 
2020). 
34 North American Free Trade Agreement (NAFTA) a trilateral trade bloc agreement signed by 
Canada, Mexico, and the United States, https://ustr.gov/trade-agreements/free-trade-
agreements/north-american-free-trade-agreement-nafta (last visited Oct. 14, 2020) 
[hereinafter NAFTA]. 
35 Liberti, supra note 33. 
36 NAFTA Investment chapter deals with substantial investment principles likes expropriation, 
Fair and equitable treatment, among others. 
37 Liberti, supra note 33. 
38 Id.  
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acknowledge the key value of the IP system. Section C touches upon a detailed account 

of Eli Lilly v. Uruguay. Finally, section D provides insight on some issues that touch on 

regulatory space focusing on change in law and policy. In analyzing these high-profile 

cases, the sections rely on parties’ arguments and tribunal findings, followed by specific 

analysis on each case. In doing that, the sections address and focus the issue through 

the lens of IPRs. 

 

A. Philip Morris v. Uruguay 

 

1. The Context 

 

On 21 May 2003, the World Health Assembly adopted the World Health Organization 

Framework Convention on Tobacco Control (WHO FCTC), an evidence-based39 treaty 

that legally binds ratifying countries to ‘reaffirm the right of all people to the highest 

standards of health’.40 The Convention and its protocol aimed ‘to protect present and 

future generations from the devastating health, social, environmental and economic 

consequences of tobacco consumption and exposure to tobacco smoke’.41 To do this, it 

calls on Members to enact a set of rules stating the dangers of tobacco and limiting its 

use in all forms worldwide.  

Based on the WHO FCTC Treaty and Uruguay’s increasing consumption of tobacco and 

exposure to tobacco smoke, which is responsible for 15 per cent of all deaths of 

Uruguayans over 30 years of age and accounts for an economic cost of US $150 million 

per year.42 Uruguay introduced two regulations referred to as (i) the Single 

Presentation Regulation (SPR),43 and (ii) the 80/80 Regulation.44 The SPR requires 

tobacco companies to have a single presentation for their cigarette packages 

prohibiting the use of multiple presentations, and to market one variant for each family 

brand. Similarly, the 80/80 Regulation increases the size of health warnings on 

                                                 
39 WHO Framework Convention on Tobacco Control, 2003 (entered into force Feb. 27, 2005), 
Preamble [hereinafter FCTC].  
40 Id. 
41 FCTC, art.3. 
42 Philip Morris v. Uruguay, supra note 5, at paras 75-76. 
43 Single Presentation Regulation adopted through Ordinance 514 (18 August 2008). 
44 80/80 Regulation, adopted through Presidential Decree 287/009 (June 15, 2009) [hereafter 
80/80 Regulation]. 
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cigarette package from 50 to 80 percent.45 Philip Morris (PM), the owner of various 

tobacco products, licensed to Abal, a Uruguayan company, of which it directly owns 

100 per cent of the shares. The constitutional validity of the said regulations was 

challenged by PM in the Supreme Court of Justice of Uruguay (SCJ), with no success, 

and subsequently lost a case in the administrative court (Tribunal de la Contencioso 

Administrativo). After the exhaustion of remedies at the national level, PM challenged 

the regulations as a breach of Uruguay’s obligation under Switzerland-Uruguay BIT.  

2. Expropriation of Property 

 

Expropriation is a regular investment claim in investment arbitration. Basically, the 

principle prohibits states from engaging in activities resulting in direct or indirect 

expropriation of foreign investment. However, in rare circumstances such as public 

interest, the foreign property can be expropriated with adequate compensation. PM 

heavily relied on the expropriation standard, as their primary argument was that the 

SPR and 80/80 Regulations resulted in banning Abal’s variants,46 causing deprivation 

of their IP and a substantial reduction in the values of their brand variants.47 PM 

argued that, irrespective of the Uruguay measure carried out for a public purpose, they 

are entitled to effective and adequate compensation.48  

In light of the lack of an explicit ‘carve-out, exceptions or saving presumption for public 

health or other regulatory actions’49 in the text, PM suggested to the tribunal to rule on 

the basis of the BIT provision. Therefore, the defense of public interest should not be 

considered. Interestingly, PM emphasized that, while determining the claim of 

expropriation, the tribunal should not consider whether the host State had acquired 

benefit from the expropriating measure or whether the defunct business had ceased 

because of the expropriation. Basically, it was pleaded that these questions were 

irrelevant for a valid expropriation claim to exist. In addition, PM acknowledged the 

                                                 
45 Id. art.1. 
46 Philip Morris v. Uruguay, supra note 5, at para 144. 
47 Id. at para 195 (‘each brand asset-including each variant and each brand-is an individual 
investment in its own right. Thus, the discontinuance of each of the brand variants, or the 
interference with each of the remaining brands, constitutes an expropriation’). 
48 Id. at para 184 (‘public benefit is not an exception from expropriation but instead one of 
several perquisites for an expropriation to be considered consistent with the BIT’). 
49 Id. 
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police power of the state, but argued that the state police power cannot be a defense 

against expropriation.50 Similarly, the rationale for the policy was questioned, and it 

was argued that the measure lacked ‘serious, objective and scientific assessment’.51 

Furthermore, it was emphasized that the measure in question also restricted the use of 

a trademark, as this can only serve its function when it can be used.52 Therefore, PM 

concluded that the restrictive measure did not allow them to enjoy their constitutional 

property rights over the trademark.  

On the other hand, Uruguay argued that it was merely exercising its valid police power 

against private property, so the question of expropriation and compensating for such 

measures has no legal basis. It was argued that ‘preserving and protecting public health 

is a quintessential manifestation of police power, which is in turn an essential element 

of a State’s permanent sovereignty’.53 This analogy was based on the provision of art. 

2(1) of the BIT, which allows a host state to use its police power to deprive investment 

“for reasons of public security and order, public health and morality”.54 Interestingly, 

Uruguay went further, and emphasized that this police power should not be limited to 

the point of admission of investment, rather it is a permanent power of the state 

regulatory authority.55 In addition, Uruguay highlighted that the measure did not have 

a severe economic impact on the Philip Morris business, nor did it render the 

investment completely valueless.56 Therefore, a mere negative impact is not sufficient 

to claim a remedy for expropriation, rather the interference must be sufficiently 

restrictive that it would ‘render almost without value the rights remaining with the 

investor’.57 

The premises of Uruguay’s arguments were based on the fact that the value that 

remains after expropriation is more important than any value taken by such measures. 

                                                 
50 Philip Morris v. Uruguay supra note 5, at para 197. 
51 Id. at para 199.  
52 Philip Morris v. Uruguay, supra note 5 at para 208 (‘trademark rights are a form of property 
and that all property owners have the right to use their property” which is recognized 
[under]Uruguay’s Constitution’). 
53 Id. at para 216. 
54 Id. at para 218. 
55 Id. at para 218. 
56 Id. at para 211. This argument was based on the fact that the expert report shows the positive 
cash flows in perpetuity for Abal, notwithstanding the SPR and 80/80 Regulation. 
57 Id. at para 189. 
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Uruguay emphasized the point that if the tribunal considers the value that was taken 

while examining the expropriation claim, then ‘States will be held liable for 

expropriation every time a regulation had an adverse impact, [and] effective 

governance would be rendered impossible’.58 With regard to trademarks, Uruguay 

argued that Uruguayan trademark law did not confer on trademark registrants an 

affirmative right to use their marks in commerce; instead, it conferred only a negative 

right to prevent others from use of the mark. Hence, any changes made to the existing 

trademark will result in loss of distinctiveness and would require a new restriction 

under Uruguayan trademark laws. Therefore, changes (PM renamed many of their 

brands to comply with the legislation) made pursuant to regulations by Philip Morris 

were not registered. Thus, the arguments regarding use do not hold greater 

significance.   

3. Tribunal Reliance on Police Power Doctrine 

 

In examining the claims, the arbitral tribunal first observed that PM had a property 

right over the trademark, which is capable of being expropriated. However, the tribunal 

dismissed the claims of indirect expropriation of property, as the regulation allowed 

20 per cent of space to use their mark and this could not have a substantial effect on 

PM’s business. In response to PM’s claim that each variant as a brand asset is a 

protected investment and that each had been expropriated, the tribunal viewed that 

‘whether indirect expropriation may relate to identifiable distinct assets comprising 

the investment or, rather, is to be determined considering the investment as a whole 

depends on the facts of each case’.59 Nevertheless, the tribunal took the position that 

to examine the nature of the expropriation, the whole business of a claimant has to be 

considered. The tribunal found that indirect expropriation does not arise if sufficient 

value remains after the implementation of the challenged measures.60  

However, the tribunal strongly disagreed with PM’s contention that police powers 

doctrine does not constitute a defense against expropriation. The state’s police powers 

doctrine is a customary international law principle wherein exercising public policy of 

the state measure resulted in the loss of property, and does not amount to indirect 

                                                 
58 Id. at para 190. 
59 Id. at para 280. 
60 Id. at para 286. 
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expropriation.61 Thus, states are not obliged to pay compensation.62 The tribunal 

provided a detailed examination of how police power doctrine has been practiced in 

investment arbitration to assert that state responsibility to protect public health has 

been recognized as an essential manifestation of the state’s police power.63 First, the 

tribunal referred to recognized sources of investment law to endorse police power 

doctrine, mainly; 1961 Harvard Draft Convention on the International Responsibility 

of States for Injury for Aliens,64 the Third Restatement of the Foreign Relations Law of 

the United States of 1987,65 the Organization for Economic Co-operation and 

Development,66 Model BITs67 and recent EU-Canada Comprehensive Economic and 

Trade Agreement (CETA)68 and the EU-Singapore FTA.69Relying on these instruments 

as recognition of Police powers doctrine, the tribunal noted the following: 

The principle that the State’s reasonable bona fide exercise of police powers in 

such matters as the maintenance of public order, health or morality, excludes 

compensation even when it causes economic damage to an investor and that the 

measures taken for that purpose should not be considered as expropriatory did 

not find immediate recognition in investment treaty decisions.70  

                                                 
61 Catharine Titi, Police Powers Doctrine and International Investment Law in GENERAL 
PRINCIPLES OF LAW AND INTERNATIONAL INVESTMENT ARBITRATION 323-343 
(Andrea Gattini, Attila Tanzi and Filippo Fontanelli eds., 2018). 
62 Id. at 323. 
63 Philip Morris v. Uruguay, supra note 5, at para 291,  
64 Id. at para 292, (referring to art. 10 (5) of 1961 Harvard Draft Convention on the 
International Responsibility of States for Injury for Aliens). 
65 Id. at para 293, (referring the Third Restatement of the Foreign Relations Law of the United 
States of 1987; ‘A State is not responsible for loss of property or for other economic 
disadvantage resulting from bona fide general taxation, regulation, forfeiture for crime, or 
other action of the kind that is commonly accepted as within the police powers of states, if it is 
not discriminatory’).  
66 Id. at para 293 (referring to the OECD- ‘[i]t is an accepted principle of customary 
international law that where economic injury results from a boa fide non-discriminatory 
regulation within the police power of the State, compensation is not required’).  
67 Id. at para 300, referring to the 2004 and 2012 U.S Model BITs that refer ‘Except in rare 
circumstances, non-discriminatory regulatory actions by a Party that are designed and applied 
to protect legitimate public welfare objectives, such as public health, safety, and the 
environment, do not constitute indirect expropriation’. Besides the tribunal also referred to 
2004 and 2012 Canada Model BITs.  
68 Id. 
69 Id. 
70 Philip Morris v Uruguay, supra note 5, at para 295. 
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Additionally, the tribunal cited several arbitral decisions71 to establish the recognition 

of Police powers doctrine and concluded that the Uruguay measures are ‘taken bona 

fide for the purpose of protecting the public welfare’ and are ‘non-discriminatory and 

proportionate’72 and therefore within the bona fide valid exercise of Uruguay police 

power for the protection of public health. It is clear that the tribunal relied on state 

sovereign right to regulate public interest against claims of expropriation. However, it 

is important to note that the tribunal relied also on the fact that despite of the plain 

packaging measure, the value of PM’s investment was not undermined. Therefore, the 

loss of substantial value due to tobacco plain packaging legislation does not arise.  

From the above discussion, it is clear that the tribunal approach to indirect 

expropriation arguments are confined in assessing whether PM suffered a substantial 

loss in its business value through the plain packaging measure. In the absence of 

evidence to demonstrate such loss, the tribunal did not find indirect expropriation. 

Another point to emphasize is that the tribunal reaffirmed that a state’s actions in 

pursuance of public interest fall under police power doctrine as recognized under the 

customary international law principle.  

4. Fair and Equitable Treatment 

 

FET is the most commonly used investment standard that has shed light in most 

investors' arguments. Only a few IIA have explicitly elaborated the standard in detail. 

It is the only international minimum standard that is invoked by foreign investors to 

protect their investment.73 PM claimed a breach of FET under the treaty74 on the 

ground that the Uruguayan regulations were arbitrary as they did not serve any 

                                                 
71 Saluka Investments B.V. v. The Czech Republic, UNCITRAL, Decision of Partial Award, Mar. 
17, 2006, paras 255, 260, 262; Técnicas Medioambientales Tecmed, S.A v. The United Mexican 
States, ICSID Case No. ARB (AF)/00/2, Award, May 29, 2003, para 119 [hereinafter Tecmed 
v. Mexico]; Bischoff case (1903) 10 R.I.A.A, p. 420; Methanex Corporation v United States of 
America, UNCITRAL, Final Award on Jurisdiction and Merits, Aug. 3 2005, Part IV, Chapter 
D, para 7; Chemtura Corporation v. Government of Canada, UNCITRAL, Award,  Aug. 2,  2010, 
para 266. 
72 Philip Morris v. Uruguay, supra note 5, at para 305. 
73 Marcela Klein Bronfman, Fair and Equitable Treatment: An Evolving Standard in MAX 
PLANCK YEARBOOK OF UNITED NATIONS LAW 623-624 (A. von Bogdandy and R. 
Wolfrum eds., 2006). 
74 Switzerland-Uruguay BIT (1988), art. 3(2).  
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apparent legitimate purpose, except to cause substantial harm to their investment. In 

addition, PM questioned the logical connection75 between the regulation and its 

objective of ensuring that consumers were not misled with an impression of a healthier 

cigarette represented by the variant within a brand family.76 

Similarly, empirical evidence and scientific research in support of plain packaging 

measures were questioned to argue that the 80/80 Regulation ‘sought to address a 

non-existent problem’. Particularly, before the adoption of the regulation, ‘there was 

already “nearly universal awareness” of the health risk of smoking… [and] enlarging 

the warnings, therefore, could not and did not increase public awareness. There is also 

no proof that it has reduced or will reduce consumption’.77 

By arguing this point PM contended that as an investor they had certain reasonable 

expectations78 of respecting IP, capitalizing on assets, reasonable restriction with 

legitimate purpose,  and enjoying proper access to a just, unbiased, and effective 

domestic court system.79 Unfortunately, all these expectations were ‘eviscerated’.80 

Similarly, the regulatory measure demanding pictograms and excessive health on 

tobacco packaging failed to maintain a stable and predictable regulatory framework 

consistent with PM’s legitimate expectations.  

Hence, the measures frustrate one of the most fundamental expectations that any 

investor may have, which is that a host state will comply with its own law and respect 

private property. This argument was contested by Uruguay relying on its regulatory 

power, and it therefore refused to endorse the view that it was liable to pay 

compensation in the normal exercise of its regulatory power.81 This shifted burden 

from Uruguay to prove if those expectations arose from state-backed specific 

assurance. Additionally Uruguay viewed that the measure may violate legitimate 

expectations through ‘contemporary documentation, not post-hoc argumentation of 

counsel’.82 This was supported by showing that the BIT did not assure or guarantee 

                                                 
75 Philip Morris v. Uruguay, supra note 5, at para 329. 
76 Id. at para 329. 
77 Id. at para 338. 
78 Id. at para 341. 
79 Id. 
80 Id. 
81 Id. at para 355. 
82 Id. at para 376. 
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affirmative legal stability,83 or general obligation to provide a stable legal 

environment.84 Therefore, it was unreasonable to expect that Uruguay’s regulatory 

scheme would never change.85  

5. Tribunal Reliance on Public Policy Objective 

 

Taking into account the nature of regulation and public health at issue, the tribunal 

found SPR as a reasonable measure, not an arbitrary, grossly unfair, unjust and 

discriminatory, or a disproportionate measure.86 The tribunal took a position that as a 

matter of policy decision, any country is entitled to take  measures necessary to address 

public health. To elaborate, the tribunal emphasized that communicating the health 

risk of a product is a matter of public policy87 and it should be left to the regulatory 

authority to determine the measure, and therefore such actions do not violate FET.88 

On the matter related to legitimate expectation and legal stability, the tribunal upheld 

that a state’s right to exercise its sovereign authority to legislate and adapt its legal 

system to changing circumstances89 stands on a higher footing than legitimate 

expectation and legal stability. The tribunal may have formed this opinion based on 

several past decisions of tribunals, and concluded that: 

[C]hanges to general legislation (at least in the absence of a stabilization clause) 

are not prevented by the fair and equitable treatment standard if they do not 

exceed the exercise of the host State’s normal regulatory power in the pursuance 

of a public interest and do not modify the regulatory framework relied upon by 

the investor at the time of its investment “outside of the acceptable margin of 

change”.90 

Taking into account the protection of public interest as an exercise of sovereign 

authority, it was agreed that ‘FET standard do[es] not affect the State’s rights to 

                                                 
83 Id. at para 381. 
84 Id. 
85 Id. at para 380. 
86 Id. at para 410. 
87 Id. at para 419. 
88 Id. at para 418. 
89 Id. at para 422. 
90 Id. at para 423. 
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exercise its sovereign authority to legislate’ to satisfy the public interest.91 While 

analyzing the deference to the state in areas of public interest, the tribunal relied on 

the European Court of Human Rights jurisprudence to accept public policy choices 

made by the state, not second-guessing government choices, but rather accepting their 

margin of appreciation.92 This view was dissented by one of the arbitrators appointed 

by PM that wrote a dissenting opinion.93 To conclude, the tribunal dismissed Philip 

Morris’ claims and asked it to pay an amount of US$ 7 million on account of its own 

costs and other miscellaneous costs.  

In principle, the tribunal analysis of FET reflects the concern of eroding the state’s 

regulatory freedom in applying the FET standard. However, a closer examination of 

the tribunal language does not clearly clarify the strict position of regulatory stability 

vis-à-vis FET. According to the tribunal, a state’s measure is against FET if 

‘modif[ication] [of] the regulatory framework relied upon by the investor at the time of 

its investment “outside of the acceptable margin of change”’.94 The question is how 

would one define ‘outside of the acceptable margin of change’. In the absence of 

clarification of the term, it is unclear to what extent a change is outside of the 

acceptable margin of change. What if the regulatory change is extremely visible, but 

the impact on the investment is minimal? Or it is otherwise. The uncertainty of the 

term is evident through the majority of the tribunal’s analysis. The tribunal concluded 

that since Uruguay’s measure had limited impact on the claimant’s business, therefore 

the state’s measure did not modify the stability of the legal framework.95 The tribunal 

in its analysis entails that FET does not exceed regulatory framework. However, the 

conclusion at least gives the impression that FET is the assurance of regulatory stability 

in the strict sense.96  

 

 

                                                 
91 Id. at para 422 
92 Id. at paras 388-89. For more discussion of margin of appreciation, see Julian Arato, The 
Margin of Appreciation in International Investment Law 54(3) VA. J. INT’ L. 546-577 (2014).  
93 Philip Morris v. Uruguay, supra note 4, Annex B (Concurring and Dissenting Opinion by 
Gary Born). 
94 Philip Morris v. Uruguay, supra note 5, at para 423. 
95 Id. at paras 433-34. 
96 Ortino, supra note 20, at 859. 
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B. How Far Philip Morris Award Touches the Value of Intellectual Property? 

 

This section aims to demonstrate how the tribunal analysis directly or indirectly 

recognizes the characteristics of international IP, thus, giving special treatment to IP. 

However, this is not to indicate that reference to ‘special treatment’ should be 

understood as an established meaning in the trade regime. Hence, at the outset, it is 

important to clarify with a caveat that the reference to ‘special treatment’ does not 

resonate with the concept of ‘special and differential treatment’ under the WTO 

principle.97 Additionally, the section draws on some lost opportunities by Philip Morris 

tribunal that would have strengthened arbitral jurisprudence on IP-related disputes. 

 

1. IP as Negative Rights 

 

One key issue that seems to be settled, yet has been fiercely discussed among scholars, 

is the negative rights characteristic of IP,98 that empower owners of IP ‘rights to stop 

other[s] doing certain things’99 rather than a positive right to use. In the context of 

trademarks, TRIPS does not oblige WTO members to confer the right to use a mark. 

The relevant provision of TRIPS requires WTO members not to refuse trademark 

registration because of the nature of the goods or services to which the mark is 

applied,100 and provide ‘exclusive right to prevent all third parties not having the 

owner’s consent from using in the course of trade identical or similar signs..’.101  

 

The question before the tribunal was whether the tobacco plain packaging measure 

expropriated the PM trademarks. In relation to this question, the debate on the right 

to use trademarks v. right to exclude arises. The trademark serves its function of 

distinguishing if it is used, but if restricted it would diminish the value created by 

                                                 
97 See WTO, ‘Special and differential treatment provisions’,  
https://www.wto.org/english/tratop_e/devel_e/dev_special_differential_provisions_e.htm 
[hereinafter NAFTA]. 
98 See Panel Report, EC- Trademarks and Geographical Indications (US), paras 7.209-7.210 
and Panel Report, EC- Trademarks and Geographical Indications (Australia), paras 7.245-
7.246 (emphasising IPRs as negative rights). 
99 WR Cornish and David Llewelyn, INTELLECTUAL PROPERTY: PATENTS, COPYRIGHT, 
TRADEMARKS AND ALLIED RIGHTS 6 (2003). 
100 TRIPS, art. 15.4.  
101 TRIPS, art. 16.1.  
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distinguishing goods in commerce. 102 However, international IP law does not provide 

an affirmative right to use a trademark. Uruguay argued that trademark law, including 

the Uruguayan trademark law, does not afford trademark registrants an affirmative 

right to use their marks in commerce, rather it confers only the negative right to 

prevent others from using their marks.103 In addition, Uruguay affirms that the ‘act of 

registering a trademark cannot be used as a shield against government regulatory 

action that restricts the use of such marks or the products with which they 

associated’.104  

 

The tribunal’s approach of framing the debate of positive v negative rights is worth 

taking note of. The tribunal assumed that trademarks continued to be protected under 

the Uruguayan trademark law and did not question the validity of the trademark. 

Mainly, the question related to trademarks was whether the right to use a trademark 

is positive or negative. This brings us to a question of if the right to use is not a positive 

right then how would an owner of a trademark be able to make its mark distinctive. 

Generally, distinctiveness is achieved through use. In addition, Article 20 of the TRIPS 

argues that ‘the use of a trademark in the course of trade shall not be unjustifiably 

encumbered by special requirements, such as use with another trademark, use in 

special form or use in a manner detrimental to its capacity to distinguish the goods and 

services of one undertaking from those of other undertaking...’. Based on this 

provision, some authors have argued that ‘on a policy level… at least indicates that the 

spirit of TRIPs is to allow the use of the marks...105 Quite the contrary, Correa finds 

those arguments ‘weak’ and in his view such reading ‘seems to assume that there is 

something like an “international trademark law” from which certain binding rules can 

be derived and imposed on the members of the WTO’.106  

                                                 
102 Philip Morris v. Uruguay, supra note 5, at para 204. 
103 Id. at para 227. 
104 Id. at para 232. 
105 Daniel Gervais, Analysis of the Compatibility of certain Tobacco Product Packaging Rules 
with the TRIPS Agreement and the Paris Convention (Report for Japan Tobacco 
International- 30 November 2010),  
https://www.jti.com/sites/default/files/key-regulation-pdfs/submissions/eu/12gervais.pdf 
(last visited Oct. 14, 2020); Annette Kur, The Right to Use One’s Own Trademark: A Self- 
Evident Issue or a New Concept in German, European and International Trademark Law 18 
EUR. J. Intell. PROP. REV. 198, 203 (1996). 
106 Carlos M. Correa, Is the Right to use trademarks mandated by the TRIPS Agreement? 
(South Centre Research Paper No 72, Nov. 2016) 7. 
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In light of scholarly debates, the Philip Morris tribunal did not interfere with the 

question of positive v. negative right to use a trademark,107 but rather referred to the 

Paris Convention,108 and viewed that the Convention referred to a positive right to use 

but at the same time, the mark can be canceled if it is not used for a reasonable period. 

The tribunal concluded that: 

 

In the Tribunal’s view, both Parties have focused on a dichotomy between a right 

to use and a right to protect. However, it may be more fruitful to view the case 

as a question of an absolute versus exclusive right to use. Ownership of a 

trademark does, in certain circumstances, grant a right to use it. It is a right of 

use that exists vis-à-vis other persons, an exclusive right, but a relative one. It 

is not an absolute right to use that can be asserted against the State qua 

regulator.109 

The above passage shows that the tribunal reframed the question from right to use, to 

the absolute versus the exclusive right to use. In other words, the tribunal viewed the 

issue from the point of view that the right to use a trademark is not an absolute right, 

rather than questioning whether it is a positive or negative right. In addition, the 

tribunal read international IP treaties such as the Paris Convention to form an opinion 

that 'there is nothing in the Paris Convention that states expressly that a mark gives a 

positive right to use, although it is clear that a trademark can be canceled where it has 

not been used for a reasonable period’.110 Additionally, the tribunal referred to the 

TRIPS provision to view that the ‘“right to use” a provision .. does no more than simply 

acknowledging that trademarks have some form of use in the course of trade... [and] 

nowhere does the TRIPS Agreement assuming its applicability, provide for a right to 

use. [The relevant provision] provides only for the exclusive right of the owner of a 

                                                 
107 See Mark Davison, The legitimacy of plain packaging under international intellectual 
property law: why there is no right to use a trademark under either the Paris Convention or 
the TRIPS Agreement  in PUBLIC HEALTH AND PLAIN PACKAGING OF CIGARETTES: 
LEGAL ISSUES 81-108 (Tania Voon, Andrew D. Mitchell and Jonathan Liberman with Glyn 
Ayres eds., 2012). 
108 Paris Convention for the Protection of Industrial Property, Mar. 20 1883 as revised at 
Stockholm on July 14 1967, 828 UNTS 305 (1972). 
109 Philip Morris v. Uruguay, supra note 5, at para 267. 
110 Id. at paras 260, 262. 
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registered trademark to prevent third parties from using the same mark in the course 

of trade’.111 

 

Clearly, the Philip Morris award gives an impression that the tribunal is reading a 

relevant provision of TRIPS and clarifying that nowhere do international IP treaties  

exclusively affirm the affirmative right to use trademarks. This line of reasoning shows 

that the tribunal has acknowledged the uniqueness of IP  by confirming negative rights 

characteristic of IP.  

 

2. Right to Use a Trademark: Australia WTO Plain Packaging Disputes 

 

A similar issue was addressed in Australia WTO Plain Packaging disputes, reaffirming 

the position that there is no positive right to use.112 The broader question before the 

WTO Panel was whether the TRIPS provides a minimum use of the trademark. 

Although all the parties in the dispute agreed that TRIPS does not allow absolute or 

positive rights to use its registered trademark,113 it was argued that TRIPS guarantees 

a minimum level of private rights to the trademark owner ‘that allows them to 

successfully protect the distinctiveness and source-indicating function of their marks 

in the context of infringement proceedings’.114  

 

In other words, TRIPS does not provide absolute right to use but guarantees a 

minimum opportunity to use a trademark, therefore Article 16.1 of the TRIPS115  should 

be interpreted as a minimum opportunity to use.116 On the contrary, Australia posited 

                                                 
111 Id. at para 262. 
112 Panel Reports, Australia-Certain Measures Concerning Trademarks, Geographical 
Indications and Other Plain Packaging Requirements Applicable to Tobacco Products and 
Packaging (WT/DS435/R, WT/DS441/R, WT/DS458, WT/DS467/R) circulated on 28 June 
2018 [hereinafter Australia Tobacco Plain Packaging Disputes].  
113 Id. at paras 7.1923, 7.1971, 7.1966. 
114 Id. at para 7.1924. 
115 TRIPS, art 16.1, entitled ‘Rights Conferred,’ provides: The owner of a registered trademark 
shall have the exclusive right to prevent all third parties not having the owner’s consent from 
using in the course of trade identical or similar sign for goods or services which are identical 
or similar to those in respect of which the trademark is registered where such use would result 
in a likelihood of confusion.. 
116 Australia Tobacco Plain Packaging Disputes, supra note 112, at para 7.1966 and see 
Indonesia written submission, paras 71-72. 
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that the negative nature of the rights conferred in Article 16.1 is in accordance with the 

object and purpose of the TRIPS Agreement. Therefore, according to Australia, Article 

16.1 cannot be interpreted to include 'a minimum opportunity to use a trademark,' 

because interpretation should not render a part of the treaty legally redundant.117  

 

The Panel referred to EC- Trademark and Geographical Indications118 and US-Section 

211 Appropriations Act119 to reaffirm the scope of Article 16.1. The Panel clarified that 

Article 16.1 does not provide any party the right to use its registered trademark, but 

rather provides it to the owner of registered trademark rights to prevent the activities 

of authorized third parties under the condition set out in the Article.120 In the Panel’s 

view, to show that Australia violated Article 16.1, the complainants would need to 

establish that the trademark owner does have the right to prevent third-party activities 

under the Australian trademark legal framework.121  

 

Further, the Panel observed that the right of the registered trademark owner is derived 

from the very domestic legislation that prohibits unauthorized use. Therefore, any 

claim diverting from Article 16.1 must prove that such measures do not exist in 

domestic law.122 Australia took the position that the rights conferred under Article 16.1 

are negative rights, which ‘do not delimit the public regulatory relationship between 

                                                 
117 Id. at para 7.1957. 
118 Panel Report, European Communities-Protection of Trademarks and Geographical 
Indications for Agricultural Products and Foodstuffs (WT/DS174/R) Mar. 15, 2005. 
[hereinafter EC-Trademarks and Geographical Indications]. The Panel cites para 7.246 of the 
Report- ‘These principles reflect the fact that argument does not generally provide for the grant 
of positive rights to exploit or use certain matters, but rather provides for the grant of negative 
rights to prevent certain acts. This fundamental feature of intellectual property protection 
inherently grants Members freedom to pursue legitimate public policy objectives since many 
measures to attain those public policy objectives lie outside the scope of intellectual property 
rights and do not require an exception under the TRIPS Agreement’.  
119 Report of the Appellate Body, United States- Section 211 Omnibus Appropriations Act of 
1998 (WT/DS176/R), the Panel cites para 186 of the Report- ‘As we read it, Article 16 confers 
on the owner of a registered trademark an internationally agreed minimum level of “exclusive 
rights” that all WTO Members must guarantee in their domestic legislation. These exclusive 
rights protect the owner against infringement of the registered trademark by unauthorized 
third parties’.  
120 Australia Tobacco Plain Packaging Disputes, supra note 112, at paras 7.1975, 7.1976, 7.1977 
read together.  
121 Id. at para 7.1980. 
122 Id. at para 7.1980. 
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owners of trademarks and sovereign governments’.123 It acknowledged that the owner 

of a trademark has an interest, but a ‘legitimate interest’ cannot go above the right 

conferred by a trademark under Article 16.1.124 

 

It is worth taking note of the complainants’ arguments that the use of a trademark is 

directly linked to maintaining the distinctiveness of a  trademark. Therefore, Article 

16.1 provides a general obligation to maintain the distinctiveness of a registered 

trademark. The Panel rejected the complainant’s arguments and confirmed that Article 

16.1 does not indicate any reference to any kind of a general obligation on Members to 

‘maintain the distinctiveness of registered trademarks or to refrain from regulatory 

conduct that might negatively affect the distinctiveness of such trademarks through 

use’.125  

 

In addition, the Panel clarified this in EC-Trademark and Geographical Indications, 

where it found that the trademark owner has legitimate interests in preserving the 

distinctiveness of a trademark (including the use of its trademark). Nonetheless, the 

Panel did not find anything in EC- Trademark Geographical Indications to support a 

finding that the 'interests' referred to are protected as a right.126   

 

The Panel was not satisfied with the complainant's argument that the use of a 

trademark is necessary to preserve the distinctiveness of a trademark and that there is 

some sort of general obligation to prohibit any measure that would undermine or 

eliminate the distinctiveness of trademarks.127 The Panel found that such reading 

would establish a positive right to use a trademark, which would be an expansive 

reading of Article 16.1. The Panel clarified that there is no such right to distinctiveness 

and Article 16.1 does not intend to: 

 

[P]rotect that function against waning distinctiveness due to other reasons, such 

as changing market conditions, inaction of the right owner, or changing 

consumer perception. The trademark owner’s commercial interest in a market 

                                                 
123 Id. at para 7.2004. 
124 Id. 
125 Id. at para 7.2008. 
126 Id. 
127 Id. 
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situation in which its registered trademark can be successfully sued to stop as 

many signs as possible from being used on similar or identical goods or services, 

and the corresponding interest in using its trademark, including for the purpose 

of maintaining or further strengthening its distinctiveness, is not a right under 

Article 16.1.128 

 

Thus, in the absence of positive right to use, a regulatory measure which does not 

impact negative rights is not prohibited under Article 16.1.129 Therefore, negative rights 

under Article 16.1—the right to prevent infringing—‘does not extend to an entitlement 

to maintain or extend the distinctiveness of an individual trademark, which inevitably 

fluctuates according to market conditions and the impact of regulatory measures on 

those market conditions’.130  

 

To sum-up, Article 16.1 does not provide a minimum opportunity to use trademarks, 

because 'distinctiveness' is not referred to in Article 16.1 and the article sets out factual 

grounds which a trademark owner must satisfy in order to prevent third parties from 

unauthorized use of its mark. Hence, to operate the 'right to prevent' in Article 16.1 

does not per se require the use of the registered trademark, and absence of such use 

does not render the right to exclude provided by Article 16.1 legally inoperative or 

redundant.131 Thus, the Panel refused to consider an interpretation of Article 16 that 

would lead to a right to a minimum opportunity to use a registered trademark.132   

 

3. Remarks on the Philip Morris Tribunal and the WTO Panel Approach to Trademarks 

 

                                                 
128 Id. at para 7.2011.  
129 Id. at para 7.2015. (The Panel refer to para 7.246 of EC-Trademark and Geographical 
Indications (Australia)- ‘The TRIPS Agreement “Provides for the grant of negative rights to 
prevent certain acts” rather than “positive rights to exploit to use”, “many measures to 
attain[….] public policy objectives lie outside the scope of intellectual property rights and do 
not require an exception under the TRIPS. This confirms our view that, in absence of a positive 
right to use a trademark, a regulatory measures that do not affect the negative right to prevent 
infringing uses are not prohibited by Article 16’).  
130 Id. at para 7.2015. 
131 Id. at para 7.2026. 
132 Pratyush Nath Upreti, Trademark Restrictions Under the TRIPS Agreement: The WTO 
Panel Findings on Australia’s Tobacco Plain Packaging Legislation 54 (2) J. WORLD TRADE 
239-264 (2020). 
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The issue before the tribunal in Philip Morris was not a question of positive v. negative 

rights. In principle, the tribunal needed to inquire if the Uruguayan tobacco plain 

packaging measure resulted in the deprivation of the value of tobacco assets by 

restricting the use of a trademark. To answer this, the tribunal briefly touched upon 

the question of positive v. negative rights without giving emphasis to WTO 

jurisprudence, and briefly referred to the Paris and TRIPS Agreements to conclude that 

international IP does not allow the absolute right to use.  

 

For arbitral tribunals, such brief analogies suffice. However, on the same question, the 

WTO dispute settlement has taken a holistic approach by a detailed examination of the 

TRIPS provision, and previously decided cases to clarify that relevant trademark 

provision of TRIPS does not come in conflict with the plain packaging legislation. This 

is also an indication that the WTO dispute settlement system is more suitable in 

analyzing international IP agreements, because generally dispute settlement takes into 

account a broad understanding of the WTO Agreement, rather than confining their 

position on an issue. As a result, its findings are more concrete and detailed. Thus, the 

detailed analysis by the WTO dispute settlement shows the capability of understanding 

and interpreting IP-related international treaties. 

 

4. The Acknowledgement of Public Policy  

 

The concept of public policy is a dynamic concept which is theoretically complex and 

practically relevant in international arbitration.133 It is theoretically complex because 

there is no static meaning of public policy and one cannot imagine having an 

exhaustive list of public policy because of its transnational nature reflecting essential 

societal value.134 The concept is practically relevant because arbitration awards would 

not be recognized and enforced by the national court on the ground of ‘public policy’.135 

The purpose here is not to understand the different meanings of public policy, but 

                                                 
133 Stavros Brekoulakis, Public Policy Rules in English and International Arbitration Law 
84(3) ARB. 205 (2018). 
134 Id.  
135 Convention on the Recognition and Enforcement of Foreign Arbitral Awards (New York, 
1958), art. V; UNCITRAL Model Law on International Commercial Arbitration 1985, art. 34 
(2) (b) (ii),  art. 36 (1) (b) (ii).   
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rather to identify the methods upon which the tribunal in Philip Morris v. Uruguay 

formed an opinion on public policy.136  

 

a. Methods of policymaking 

 

The method of policymaking is instrumental in forming a legitimate policy goal. Some 

concepts consider societal values, and others adopt a pragmatic approach to 

identifying solutions to the problem.137 The purpose here is not to understand the 

different methods of policymaking, but rather to identify the methods considered by 

Philip Morris’s tribunal in assessing public policy objectives of the measure in 

question. 

 

Rationalism and incrementalism are two methods of policymaking that are relevant to 

our discussion. This is because the tribunal and Philip Morris seem to be adopting 

these methods in their reasoning. The rationalism method refers to the process or 

approach in which the decision has been taken. In general, the rationalistic model 

identifies essential problems and addresses them through various alternatives and opts 

for one alternative which maximizes value and objectives.138 Whereas, incrementalism 

method is perceived as a reaction to rationalism, as with most issues, rational decision-

                                                 
136 This point has also been highlighted by Klopschinski. See Simon Klopschinski, Public Policy 
Considerations in Intellectual Property-Related International Investment Arbitration in 
RESEARCH HANDBOOK ON INTELLECTUAL PROPERTY AND INVESTMENT LAW 213-
244 (Christophe Geiger ed., 2020).  
137 There are several methods of determining policy or the process of forming policy. Some 
noticeable models are; (i) institutionalism that emphasises on ‘in the structure, organization, 
duties and functions of governmental institutions’; (ii) system theory emphasizes the 
environment of political systems, input and outputs, generally in the form of demands and 
support on the one hand and public policies on other and feedback; (iii) pluralism is the most 
common version of pluralism used to explain  national political behaviour, interprets policy 
making as the result of influence by groups; (iv) elitism. recognizes that most people are 
uninvolved and uninfluential. Policy making on most issues is heavily influenced by elites; (v) 
process models ‘attempt to generalize about the sequence of steps or actions that occur as 
policy issue are raised, debated and resolved. They focus more on what happens, when and 
how than on who the participants are and why particular outcomes occur’.) See Alan J. Hahn, 
‘Policy Making Models and Their Role in Policy Education’ (1987) Conference 
Paper/Presentation https://ageconsearch.umn.edu/record/17854?ln=en (last visited July 21, 
2020) 
138 Andy Constantin Leoveanu, Rationalist Model in Public Decision Making 4 J. PUBL. 
ADMIN. FIN. & L. 43-54 (2013). 
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making cannot address the policy issue because of disagreement over objectives and 

inadequate knowledge base.139 

 

b. Tribunal approach 

 

On this backdrop, it is relevant to contextualize the rationalism and incrementalism 

approaches of policymaking used by PM, followed by tribunal analysis. The tribunal 

adopted the rationalist approach to determine the legitimacy of Uruguayan SPR and 

80/80 Regulation in two ways. First, the tribunal did not question the effectiveness of 

SPR and 80/80 regulation and the protection of public health. Rather, it acknowledged 

FCTC as ‘one of the international conventions to which Uruguay is a party guaranteeing 

the human rights to health; it is of particular relevance in the present case, being 

specifically concerned to regulate tobacco control’.140 Similarly, the tribunal 

acknowledged the reports of Uruguay establishing the problem of tobacco 

consumption to conclude  that the measures are not arbitrary, but are an 'effective 

means for protecting public health, a conclusion endorsed also by the WHO/PAHO 

submission.141  

 

This reflects the tribunal’s reliance on the rationalism model, where the problem-

solving approach is considered. According to PM, the Uruguayan plain packaging 

measures were addressing a ‘non-existent problem’ and brought notice to the tribunal 

that before the 80/80 Regulations there was ‘nearly universal awareness’ of the health 

risk of smoking.142 In fact, based on the studies, PM draws attention to the fact that 

‘98% of Uruguayans already believed that smoking caused cancer and 97% of them 

believed that smoking caused coronary heart disease’.143 This establishes that there is 

no evidence confirming that plain packaging reduces or will reduce tobacco 

consumption.144 In other words, ‘there is no logical connection between warning 

                                                 
139 See Charles E. Lindblom, Still Muddling, Not Yet Through in Tadao Miyakawa 19(2) PUBL. 
ADMIN. REV. 79-88 (1959); Michael Hayes, Incrementalism and Public-Policy Making in 
Oxford Research Encyclopaedia of Politics (2017). 
140 Philip Morris v. Uruguay, supra note 5, at para 304. 
141 Id. at para 306.  
142 Id. at para 338. 
143 Id. 
144 Id. 
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people of the harms caused by smoking and the protection of public health’.145 The PM 

arguments indicate that they are not in support of the rationalist or rationalism model 

of policymaking, but rather support the incrementalism method of policymaking, 

which rejects the idea of policymaking without perfect information and policy initiative 

based on alternative adjustment.146  

 

The incrementalism approach to policymaking is based on establishing goals and 

identifying several possible means to achieve said goals by comparing the alternatives 

to achieve the maximum value.147 The intention here is not to question the tribunal’s 

reasoning for considering public health and respecting state’s policy space. However, 

the award can be viewed as a lost opportunity to discuss transnational public policy,148 

because public health is a universally accepted value not limited to domestic legal 

order, and therefore more discussion on the subject would have offered more to the 

investment jurisprudence.  

 

In the past, in determining transnational public policy arbitral tribunals149 have viewed 

that their findings must be based on universal values in the form of  ‘good morals’, 

‘bonas mores’, ‘ethics of international trade’ or ‘transnational  public policy’.150 The 

tribunal went a step further and observed that international public policy may have a 

diverse meaning, but to determine international public policy, the tribunal suggested 

that it needs to be ‘accepted norms of conduct that must be applied in all flora’.151 The 

only concern is that the commenters view transnational public policy more narrowly 

than international public policy.152 However, public health comfortably falls under 

both concepts. 

                                                 
145 Id. at para 368. 
146 Lindblom, supra note 139, at 79.  
147 See Cary Coglianese and Jocelyn D’ Ambrosio, Policymaking under Pressure: The Perils of 
Incremental Responses to Climate Change 40 CONN. L. REV. 1416 (2008). 
148 For a detailed discussion on transnational public policy and investment arbitration, see 
Jean-Michel Marcoux, Transnational Public Policy as an International Practice in 
Investment Arbitration 10 J. INT’L DISP. SETTL. 496-515 (2019). 
149 World Duty Free Co. Ltd. v. Republic of Kenya, ICSID Case No. ARB/00/7, Award, Oct. 4, 
2006. 
150Id. at para 141. 
151 Id. at para 139. 
152 Margaret Moses, Public Policy: National, International and Transnational (Kluwer 
Arbitration Blog, 12 November, 2018),   
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It seems that the tribunal in Philip Morris v. Uruguay lost an opportunity to elaborate 

the concept of transnational public policy by giving emphasis to the different methods 

or relevant steps of policymaking which would lay a platform for determining or 

assessing similar issues within the framework of transnational public policy.  

 

The relevance of elaborating ‘public policy’ might also be useful in assessing 

investment, because the arbitral tribunal in Inceysa Vallisoletana v. Salvador153 has 

identified public policy as a part of the general principle of law to assess the legality of 

an investment. Although, it is important to keep in mind that the concept of ‘public 

policy’ or ‘ordre public’ is generally based on domestic law, unless internationally 

agreed. In this respect, to criticize the tribunal on losing an opportunity to elaborate 

public policy might be harsh, but had the tribunal approached the issue with a broader 

view of ‘public policy’ and elaborated the concept from an IP perspective, it would have 

added an important jurisprudence on IP-ISDS cases.  

 

As mentioned earlier, since public health was at the center of the dispute, the tribunal 

should have shown the courage to adopt a broader approach to the issues of public 

policy. This is important because an international investment tribunal has authority to 

rely on transnational public policy in adjudicating disputes.154 Moreover, it has been 

argued that transnational public policy falls within the applicable law in a treaty if it 

explicitly provides reference in international law. In the absence of explicit reference 

in a treaty, the ICSID Convention under ‘rule of international law as may be 

applicable’155 would be used to justify the application of transnational public policy.156 

Though it is worth praising the Philip Morris tribunal for considering public health in 

determining expropriatory claims, the tribunal did not take a broader approach in 

addressing policy issues that may be significant to IP. The tribunal simply gives weight 

                                                 
http://arbitrationblog.kluwerarbitration.com/2018/11/12/public-policy-national-
international-and-transnational/?doing_wp_cron=1591439090.4147479534149169921875 
(last visited Oct. 14, 2020). 
153 Inceysa Vallisoletana S.L. v. Republic of El Salvador, ICSID Case No. ARB/03/26, Award,  
Aug. 2, 2006 [hereinafter Inceysa v. El Salvador].  
154 Marcoux,  supra note 148, at 499. 
155 ICSID Convention, art. 42.  
156 Marcoux, supra note 148, at 499. 
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to ‘legislative policy decision taken against the background of a strong scientific 

consensus’,157 but does not acknowledge the conflicting scenarios of such measures.  

 

The fact that the issue before Philip Morris is a classic debate of public policy v. 

intellectual property, the restriction on the use of trademarks over plain packaging and 

general interest of the public should have been analyzed better. In the tribunal’s 

defense, one may argue that the case received overwhelming criticism from scholars 

which would have restrained the tribunal in departing from such analysis. A careful 

reading of the case gives a sense that the public policy addressed is not related to IPRs. 

It seems the tribunal’s reflection on the issue is based on the global concern of tobacco 

and international attitudes on tobacco companies.158  

 

5. The Relevance of Scientific Evidence 

 

The relevant information, evidence, and practices are the important elements 

considered in policy decision-making and such an approach is often known as policy-

aiding.159 In other words, relevant information or evidence embraces the foundation of 

any policymaking. In Philip Morris v. Uruguay, the claimant questioned the very 

purpose and scientific evidence of Uruguayan Plain packaging measures. Uruguay 

relied on studies that found different colors were associated with “healthier” cigarettes 

in Uruguay, and argued that the tobacco industry’s campaign rebranded (for example, 

‘Your pack may be changing but your cigarette stays the same’) health reassurance 

cigarettes.160 Uruguay refuted the claim of health purpose and scientific evidence by 

making reference to the FCTC and its implementation guidelines for scientific 

evidentiary support and how plain packaging achieves public health objectives. This 

was supported by practices of other countries that have opted for a higher percentage 

of warning labels.161  

                                                 
157 Philip Morris v. Uruguay, supra note 5, at para 418. 
158 Conrad Clifton, Attacking Tobacco: Philip Morris International v. Uruguay (Mar. 27, 2017) 
29, https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2941581 (last visited Oct. 14, 
2020). 
159 Colleen Murphy and Paolo Gardoni, Determining Public Policy and Resources: Allocation 
Priorities for Mitigating Natural Hazards: A Capabilities-based Approach 13(4) Science and 
Engineering Ethics 489-504 (2007). 
160 Philip Morris v. Uruguay, supra note 5, at para 358. 
161 Id. at paras 372-373. 
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The tribunal acknowledged that the WHO guidelines are ‘evidence-based’ and felt that 

there was no need for Uruguay to perform additional studies to support public health 

considerations of the challenged measures. Similarly, it considered the regulation as a 

‘bright idea in the context of a policy determination to discourage popular beliefs in 

‘safer’ cigarettes,’162 and concluded that ‘the responsibility for public health measures 

rests with the government and investment tribunals should pay great deference to 

governmental judgments of national needs in matters such as the protection of public 

health’.163 

Prima facie, one would agree with the tribunal observation of the Uruguayan 

Regulation as a bright idea, and perhaps no one would think otherwise. But then if one 

compares the evidence put forward by Australia in Philip Morris Asia v. Australia,164 

a similar dispute arising from similar measures, it conveys that a national assessment 

of the risk of tobacco consumption by Uruguayans is not convincing enough. Though 

the Philip Morris Asia dispute did not qualify as ICSID jurisdiction,165 it is worth it to 

relate Australia’s arguments. In that dispute, Australia emphasized its long-standing 

engagement in the regulation of tobacco. Australia submitted reports from 1950 

identifying smoke as a cause of lung cancer and showed how, since 1970, the 

Government of Australia has been making progressive attempts to reduce smoking.166 

In fact, through evidence Australia showed that since 1973 Tobacco Regulation has 

been taking measures such as increasing the minimum smoking age and reducing the 

minimum pack size to make cigarettes, among other measures, followed by a 

                                                 
162 Id. at para 407. 
163 Id. at para 399. 
164 Philip Morris Asia Limited v. The Commonwealth of Australia, UNCITRAL, PCA Case No. 
2012-12, Award on Jurisdiction and Admissibility, Dec. 17, 2015 [hereinafter Philip Morris Asia 
v. Australia]. 
165 Id. at para 588 (‘the tribunal cannot but conclude that the initiate of this arbitration 
constitutes an abuse of rights, as the corporate restructuring by which the Claimant acquired 
the Australian subsidiaries occurred at a time when there was a reasonable prospect that the 
dispute would materialize and as it was carried out for the principle, if not sole, purpose of 
gaining Treaty protection’). 
166 Philip Morris Asia v. Australia, supra note 164, Australia’s Response to the Notice of 
Arbitration, at paras 9-28. 



  36

requirement for ‘pictorial images, displaying, in graphic terms, the real and distressing 

health effects of smoking’ since 2006.167  

 

In addition, Australia established a National Preventive Health Taskforce (NPHT) with 

an aim to ‘provide evidence-based advice to government and health providers-both 

public and private–on preventive health programs and strategies, and support the 

development of a National Preventative Health Strategy’168 that conducted ‘extensive 

research and reviews of available evidence and undertook widespread consultation 

with stakeholders’.169 The NPHT report aims to reduce smoking to 9% or less, aspiring 

to become the healthiest country by 2020.170 This shows assessments were made at the 

national level to endorse tobacco plain packaging measures. Compared with Australia, 

Uruguay did not provide any national evidence or research to demonstrate the 

importance of tobacco plain packaging legislation. 

  

In light of the previously decided case in hand, should the tribunal in Philip Morris v. 

Uruguay have taken into account the inadequate evidence provided by Uruguay? One 

author suggests that ‘Uruguay’s failure to collect… evidence’ to establish the need for 

an increase in the percentage of plain packaging to overall address public health could 

be considered as ‘arbitrary behavior’ under the Uruguay-Switzerland BIT.171 This does  

make sense because legitimate expectations of predictable legal stability should be 

assessed on measures which were taken before and after the investment.  

                                                 
167 Id. 
168 Philip Morris Asia v. Australia, supra note 164, at paras 101,102. 
169 Philip Morris Asia v. Australia, supra note 164, Australia’s Response to the Notice of 
Arbitration, at para 19. 
170 Philip Morris Asia v. Australia, supra note 164, at para 103 and Australia’s Response to the 
Notice of Arbitration, at  para 21.  
171 Clifton, supra note 158, at 15. See Pei-Kan Yang, The Margin of Appreciation Debate over 
Novel Cigarette Packaging Regulations in Philip Morris v. Uruguay: A Step toward a 
Balanced Standard of Review in Investment Disputes 1  BRILL Open Law: An International 
Journal 98 (2018) (‘Uruguay had never done additional scientific study focusing on the 
effectiveness of SPR to achieve its alleged public health objectives. The Only available and 
relevant scientific evidences were those provided by the WHO … did not perform additional 
studies or gather further evidence to support the challenged measures via its national public 
health authority. Instead... heavily relied on the existing evidence gathered by the WHO, 
reflecting in the FCTC provisions and guidelines adopted thereunder. Despite so, the FCTC and 
its guidelines did not explicitly mention the SPR as an effective tobacco control measure in the 
recommendations or guidelines’). 



  37

 

However, the danger of the tribunal suggesting that there is no obligation on a State to 

perform additional studies regarding the outcome of the measure if it is passed by an 

organization such as WHO opens the door for similar measures in the future. In fact, 

after the success of tobacco plain packaging globally, there are countries considering 

the adoption of similar measures for unhealthy products.172 Some countries, such as 

Thailand and Kenya, have recently introduced regulations requiring a pictorial health 

warning on alcohol products.173 Interestingly, Nepal recently took a landmark decision 

by including a 75 per cent requirement of plain packaging in their National Alcohol 

Rules and Prevention Policy-2017.174 Initiatives have been taken to discuss possible 

plain-packaging measures on unhealthy foods, including pre-packaged sweetened 

products with a higher sugar content and goods with a high fat and salt content.175 It 

could be said that there is lack of substantive evidence to show that such products bring 

extreme health problems, but based on the Philip Morris tribunal, countries are not 

obliged to assess these measures if international organizations have already endorsed 

them.  

 

In this context, if we apply similar logic to wine and spirits, then the larger question 

would arise on issues related to the labeling of geographical indication (GIs). Is it 

possible for both plain packaging and GI labeling to co-exist? This is outside the scope 

of this paper, but to some extent similar arguments were brought before the Australia 

WTO Plain Packaging disputes. It was contended that plain packaging measures 

restrict the use of GIs in tobacco packaging, inviting an act of unfair competition. 

Particularly, some GIs such as ‘Habanos’ do not function as trademarks i.e. indicating 

the source of the supply rather than indicating the origin of the tobacco in the 

                                                 
172 For example, the executive agency of the Department of Heath of UK cited tobacco 
experience and suggested that the Government should consider plain packaging for alcohol 
products. See Public Health England, Report on The Public Health Burden of Alcohol and the 
Effectiveness and Cost-Effectiveness of Alcohol Control Policies: An Evidence Review (Public 
Health England, Dec. 2016) 139  
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/583047/al
cohol_public_health_burden_evidence_review.pdf (last visited Oct. 14, 2020). 
173 Alcoholic Drinks Control Act, section 32 (3)  requires health warning messages covering not 
less than 30% of the total surface area of the package. 
174 Pratyush Nath Upreti, Philip Morris v Uruguay: A Breathing Space for Domestic IP 
Regulation 40 (4) EUR. J. Intell. PROP. REV. 277-284 (2018).  
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cigarettes. Therefore, treating such GIs as trademarks would undermine the 

importance of GIs. The Panel did not find any provision in the plain packaging 

legislation that restricts use of GIs as ‘brand names’ and all competitors are required 

to comply with the same requirements on standardized tobacco packaging. Hence, the 

complainants were not able to demonstrate that the absence of GIs or figurative 

elements on tobacco retail packaging or products resulting from the tobacco plain 

packaging measure would mislead consumers by way of giving incorrect information 

or false impressions about the nature, characteristic and manufacturing process which 

may or may not be similar to products on the market.176 Therefore, for the moment, it 

seems that the plain packaging measure does not come in conflict with GIs. 

 

To conclude, the tribunal’s reliance on the WHO guidelines as evidence-based to justify 

the tobacco plain packaging legislation as legitimate and within the state regulatory 

rights brings some concerns. First, the tribunal does not demonstrate if evidence 

produced by a State without the support of international organizations like the WHO 

will be considered as legitimate, even if the evidence show urgency for measures of 

public interest. The award is silent on the nature of evidence produced outside of the 

international organization and to what extent the tribunal is willing to consider such 

evidence. Alternatively, should an expert opinion either in the form of an amicus curiae 

brief or inter-governmental reports be considered as evidence?177 The idea of 

incorporating experts sounds appealing, but the Philip Morris tribunal did not provide 

any insights on that.  

6. Closing Remarks 

 

The arbitral award in Philip Morris v Uruguay has been acknowledged and 

                                                 
176 WTO Australia Plain Packaging Disputes, supra note 112, at  paras 7.2866, 7.2856  
177 José E. Alvarez, The Search for Objectivity: The Use of Experts in Philip Morris v Uruguay 
9 J. INT’L DISP. SETTL. 411-412, 422 (2018) (Alvarez  have criticized the use of expert 
evidence in general, referring Philip Morris, he writes ‘[e]xpert evidence in Philip Morris and 
other ISDS cases is accepted and used insofar as it reflects, as the ICSID affirmation for experts 
requires, the ‘genuine beliefs’ of persons with some independent credibility because of their 
institutional affiliations, academic reputations, or simply considered judgment. This seems 
paradoxical. Aren’t ICSID arbitrators the bearers of objectivity, like all national and 
international judges? Why should they need to buttress (or out-source) this quality, including 
to experts named by the parties or to organizations disposed to a given outcome (such a tobacco 
control)? Those now criticizing ISDS for its alleged ‘biases’ may have answers’). 
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appreciated for protecting the public health objective behind the tobacco plain 

packaging legislation. After spending six years and millions of dollars in investment 

arbitration, PM’s response to the award was; ‘we never questioned Uruguay’s authority 

to protect public health, and this case wasn’t about broad issues of tobacco policy’.178 

Furthermore, the response states, ‘the arbitration concerned an important, but 

unusual, set of facts that called for clarification under international law’,179 and they 

are willing to reach government to promote ‘informed access to reduced-risk 

alternatives to smoking’.180 Such observations after the loss, could be termed as ‘public 

crocodile tears’,181 though, it is quite clear that the door for giant tobacco companies to 

make a case against tobacco plain packaging is closed.  

One cannot ignore that the dispute was hyped, and considering the public opinions 

towards anti-tobacco smoking, the tribunal’s incline towards the state was predictable. 

The important consideration was how the tribunal reached its conclusion. This author 

is of the opinion that the tribunal took a ‘prudence approach’ in addressing trademark 

issues related to the anti-tobacco legislation. Particularly in reading between the lines, 

the award does give the impression that they limit their analysis to trademark as 

required. The tribunal wasn’t bold enough to further analyze international IP and 

question if the goal of international IP is to recognize private rights,182 and if so, 

whether restricting the use of a trademark amounts to a violation of the private rights 

of the trademark owner.183 This is relevant because the question of indirect 

                                                 
178 Malena Castaldi and Anthony Esposito, Philip Morris Loses Tough-on-Tobacco Lawsuit in 
Uruguay (Reuters, July 9, 2016),  
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182 See TRIPS, Preamble.  
183 In amicus curiae brief submitted to the WTO Appellate Body, the international trademark 
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rights. See Brief of Amicus Curiae, International Trademark Association in Support of the 
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Trade Organization in Cases WT/DS435/R & WT/DS441/R of Australia-Measures Concerning 
Trademarks and Other Plain Packaging Requirements Applicable to Tobacco Products and 
Packaging [hereinafter INTA brief] at 9, 
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expropriation of property rights over the investment was claimed precisely on the 

restriction on the use of trademarks. The tribunal simply referred to the existing ‘status 

quo’ that views trademarks not as positive rights.  

Having said that, due credit must be given to the arbitrators for acknowledging the 

nature of IPRs and admitting that mere registration does not solemnly provide owners 

absolute rights over IPRs. In relation to the use of trademarks, it was viewed that: 

‘[p]articularly in an industry like tobacco, but also more generally, there must be a 

reasonable expectation of regulation such that no absolute right to use the trademarks 

can exist’.184 Otherwise, ‘the mere facts of registering a trademark would guarantee the 

sale of any trademarked product, without regard to other consideration’.185 This 

supports the view that the tribunal did not read IPRs as absolute rights.  

From the point of international investment law, the tribunal analysis has certainly 

strengthened the prevailing position of the state in exercising regulatory power 

overriding expropriation claims. The tribunal writes that ‘the adoption of the 

Challenged Measures by Uruguay was a valid exercise of the State’s police power, with 

the consequence of defeating the claim for expropriation’.186 It should be stressed that 

in the absence of explicit ‘right to regulate’ and ‘curve out’ in BITs, the detailed analysis 

of police power doctrine as a part of customary international law is worthy of 

appreciation. Perhaps, in this author’s view, the tribunal’s emphasis that the valid 

exercise of police power by states defeats the claim of expropriation is an obiter dictum 

on expropriation.  

Likely, arbitral tribunals will rely on this obiter dictum to safeguard public interest 

objectives as State rights under customary international law. This is relevant because, 

taking into account the ‘asymmetry’ power relationship between negotiating countries 

to IIAs, particularly developing or least developed countries might surrender their 

regulatory autonomy. Besides, the tribunal position that the FET standard is not 

‘justifiable standard for good government’, therefore gives full discretion to the Sate to 

                                                 
https://www.inta.org/Advocacy/Documents/2019/INTA%20Brief%20WTO%20Appellate%
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strike a balance while implementing measures related to the public interest.  

Finally, some argue that the PM award is an attack on the tobacco industry187 because 

of the accuracy of the effects of tobacco plain packaging in a reduction in the 

consumption of tobacco. Primarily, the scientific evidence showing a reduction in 

tobacco consumption through plain packaging has been debated extensively. However, 

the 2016 Australian government’s report entitled ‘Post-Implementation Review of 

Tobacco Plain Packaging’ has shown that tobacco plain packaging ‘is achieving its aim 

of improving public health in Australia and is expected to have substantial public 

health outcomes in the future’.188 Thus, the Philip Morris award showcases a move 

towards protecting state regulatory autonomy in relation to measures related to public 

interest objectives. 

C. Eli Lilly v. Canada 

 

This section provides background to the dispute, parties’ arguments and tribunal 

analysis on the Canadian promise doctrine, followed by an analysis of the tribunal 

awards to demonstrate the possible flaw in the tribunal’s approach that would likely be 

a basis for future investor claims. In doing so, arbitral cases are relied upon to 

contextualize the arguments.   

 

1. Dispute and Canadian Promise Doctrine 

 

Eli Lilly v. Canada was disputed under the NAFTA, a trilateral trade bloc agreement 

signed by Canada, Mexico and the United States. Eli Lilly, an American pharmaceutical 

company, invoked investment claims on its own behalf, and on behalf of its indirectly 

owned subsidiary company based in Canada. Eli Lilly filed a complaint based on 

invalidation of their Canadian patents protecting compounds ‘olanzapine’ and 

                                                 
187 See Clifton, supra note 158. 
188 Department of Health (Australian Government),’ Post Implementation Review Tobacco 
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‘atomoxetine’ marketed in Canada as Zyprexa and Strattera189 through the separate 

judgements of the Federal Courts190 on the ground of failure to fulfil promise doctrine. 

Therefore, before moving into the dispute it is relevant to understand the meaning of 

the promise doctrine.  

 

a. Meaning of promise doctrine 

 

The Canadian promise doctrine191 is not a synonym to ‘useful’ or ‘utility’, which is one 

of the principles of patent law. It is a specific interpretation of the utility requirement, 

which has been applied by Canadian courts in some cases involving the utility 

requirement. The promise doctrine consists of three elements: (i) patent examiner and 

judges will examine the promise in the patent disclosure which becomes a benchmark 

in determining the utility of the invention;192 (ii) the promise must be supported by 

pre-filing evidence to create a sound prediction. However, post-filing evidence of 

commercial use is not considered;193and (iii) the pre-filing evidence is considered only 

if it was a reference in the patent application.194 The promise doctrine is said to have 

evolved over the years and became an integral part of the Canadian patent system. 

However, in this case, Canada has expressly denied the existence of the so-called 

‘promise utility doctrine’ under the Canadian Patent regime, and rather argued that 

utility has been a bifurcated standard.195  

 

                                                 
189The drug Strattera was protected by 735 Patent. The Canada Federal Court in Eli Lilly Can. 
v. Novopharm Ltd.,(2012, F.C.A 915) found that the patent 735 does not fulfil the requirement 
of the promise doctrine. Later the Court of Appeal (Eli Lilly & Co v. Teva Can. Ltd., (2011, F.C.A. 
220 Can) confirmed the Federal Court decision.  
190 The drug Zyprexa was protected by 713 Patent. The Canada Federal Court in Eli Lilly Can. 
Inc. v. Novopharm Ltd., (2009 F.C. 1018 declared that Patent 713 lacked utility). Later the 
Court of Appeal (Eli Lilly Can. Inc v. Novopharm Ltd., [2012, F.C.A. 232 (Can)] confirmed the 
Federal Court decision.  
191 For detailed discussion on promise doctrine. See E. Richard Gold and Michael Shortt, ‘The 
Promise of the Patent in Canada and Around the World’ 30(1) CAN. INTELL. PROP. REV. 35-
81 (2014). 
192 Eli Lilly v. Canada, supra note 6, at para 235. 
193 Id. 
194 Id. 
195 Id. at paras 270-278, 271. 
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b. Patent litigation and investment arbitration 

 

Initially, Eli Lilly received a patent for a compound ‘olanzapine’ in 1980, and later filed 

another patent application related to olanzapine ‘as a selection from the genus of 

Zyprexa Patent for treating serious mental conductions such as schizophrenia and 

schizophreniform illness’.196 It was simply a strategic move to extend protection after 

the expiry of the first patent. However, the subsequent patent was protected as a 

‘selection patent’ in March 1988.  

 

Later, Canadian pharmaceutical company Novopharm Limited197 obtained regulatory 

approval to market generic versions of Zyprexa, which was challenged by Eli Lilly 

without success. Subsequently, Eli Lilly filed a patent infringement suit against 

Novopharm, but in 2009 the Federal Court dismissed the suit and invalidated the 

Zyprexa Patent on the ground that ‘it is not a valid selection patent’.198 On appeal, the 

Federal Court of Appeal directed to the Federal Court for re-determination that led to 

the invalidation of the Zyprexa patent based on lack of utility.199   

 

With regards to the atomoxetine compound, this was used as an antidepressant and 

was granted a patent in 1979. Subsequently, a new patent application was filed as the 

compound would be used for other purposes. The new patent was granted in 2002 and 

was challenged by Novopharm based on ‘lack of utility’. The trial court found that the 

evidence submitted by Eli Lilly was ‘too small’ and termed as ‘inconclusive data’,200 

hence the court found a lack of evidence of utility as agreed by the Federal Court of 

Appeal. Subsequently in appeal, it was concluded that both the drugs failed to meet the 

Canadian patent law requirement of utility, i.e. the promise doctrine. Later, Eli Lilly’s 

application for appeal to the Supreme Court was denied in both cases.201  

 

                                                 
196 Id. at para 73. 
197 Id. Now it is referred as ‘Teva Canada Limited’. 
198 Eli Lilly v. Canada, supra note 6, at para 80. 
199 Id. at para 82.  
200 Novopharm Ltd v. Eli Lilly and Co, 2010 FC 915.  
201 See Eli Lilly Can. Inc v. Novopharm Ltd., [2012, F.C.A. 223 Can.]; Eli Lilly & Co. v. Teva Can. 
Ltd., [2012. CanLII 79177, Can]. 
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 Eli Lilly initiated arbitration on the ground that Canada’s failure to rectify the promise 

doctrine under their patent system had created an unsettled precedent on the 

patentability requirement in the pharmaceutical sector, and such misapplication of the 

promise doctrine resulted in arbitrary and discriminatory action against 

pharmaceutical companies. As a result, Eli Lilly’s investment had been expropriated 

and violated FET under Articles 1110202 and 1105 of NAFTA,203 and the company 

claimed damages from Canada.204 The issue was related to pharmaceutical invention 

which holds capacity to generate revenue, therefore the question of investment was not 

contested.205 Additionally, the dispute was governed under the United Nations 

Commission on International Trade Law (UNCITRAL) rules, where ‘dispute arising 

out of investment’ is not a jurisdictional question.206 Therefore, the question of patents 

as investment was never assessed, and the tribunal accepted drugs Strattera and 

Zyprexa patent as an investment.207  The next section highlights the key arguments of 

Eli Lilly that are pertinent to our discussion.  

 

2. Legitimate Expectations and Promise Doctrine 

 

The dispute revolved around the Canadian promise doctrine. The essence of Eli Lilly’s 

claims was that Canada’s traditional utility requirement had ‘underwent a dramatic 

transformation’, and application of the new standards in the form of the promise 

doctrine had created uncertainty over the application of utility requirements.208  

 

The dramatic transformation of the utility requirement created difficulties to identify 

the patent promise. Therefore, the doctrine is ‘inherently arbitrary and 

                                                 
202 Art. 1110 of NAFTA deals with provision related to Expropriation and Compensation. 
203 Art. 1105 of NAFTA deals with provision related to Minimum Standard of Treatment. 
204 Eli Lilly v. Canada, supra note 6, Notice of Arbitration, at para 72. 
205 NAFTA, art. 1139 defines investment to include; ‘property, tangible or intangible, acquired 
in the expectation or used for the purpose of economic benefit’ (emphasis added). 
206 UNCITRAL Rules, art. 21(3): ‘[a] plea that the arbitral tribunal does not have jurisdiction 
shall be raised no later than in the statement if defense or, with respect to a counter-claim, in 
the reply to the counterclaim’. See also art. 21 (4); in general, the arbitral tribunal should rule 
on a plea concerning its jurisdiction as a preliminary question. However, the arbitral tribunal 
may proceed with the arbitration and rule on such a plea in their final award.  
207 Eli Lilly v. Canada, supra note 6, at para 167. 
208  Id. at para 234. 
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unpredictable’.209 On this grounds, Eli Lilly argued that it had a legitimate expectation 

that the registered patents would not be invalidated based on the new utility 

requirement. Based on patent registration, Eli Lilly contended that its patent grant 

assured it an exclusive right to make, use, and sell its invention until the expiry of the 

patents.210 Additionally, the valid Patent Cooperation Treaty (PCT) application created 

a legitimate expectation that the PCT application would be sufficient to meet Canadian 

requirements.211 Since the patent laws are subject to invalidation, therefore the risk of 

invalidation are general expectations, but in Eli Lilly’s view ‘the normal risk of 

invalidation is different from the unacceptable risk that a patent will be tested against 

a new patentability requirement that could not have been foreseen at the time that 

patent was granted’.212 

 

Undoubtedly, a patent is something more than merely representative. It consists of a 

bundle of enforceable rights,213 and dramatic change in patent requirements would not 

be acceptable and in Eli Lilly’s view, such changes are outside the ‘acceptable margin 

of change’ that an investor anticipates.214 On the contrary, Canada rejected the 

allegation of a ‘recent sea change’215 in its utility requirement, instead arguing that the 

utility requirement under Canadian patent law had evolved over the years. Therefore, 

any legitimate expectation must be objective, not subjective, and as in the case, there 

was no specific assurance given to Eli Lilly that their patent would not be invalidated. 

According to Canada: 

 

Claimant cannot rely on the grant of the patents as a basis for its alleged 

legitimate expectations because patents issued by the Patent Office are only 

presumptively valid, subject to challenge and to final determination by the 

judiciary.216 

 

                                                 
209 Id. at para 236. 
210 Id. at para 264. 
211 Id. at para 267. 
212 Id. at para 266. 
213 Id. at para 264. 
214 Id. at para 269. 
215 Id. at para 270. 
216 Id. at para 302. 
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It is obvious that an applicant is and should be aware that patents are not absolute 

rights and are subject to invalidation or revocation subsequent to the grant of a patent. 

The compliance with the PCT’s form does not give rise to legitimate expectations, as 

the PCT does not deal with the substantive conditions of patentability; rather, it is a 

procedural treaty.217 Therefore, the only legitimate expectations that Eli Lilly was 

entitled to was to receive a fair hearing from the Court when its patents were 

challenged,218 and such expectations were fulfilled in the present case.  

 

The dispute in the present case mainly revolved around the facts, therefore, the 

tribunal had to inquire on the facts, which in this case involved analyzing the Canadian 

promise doctrine, which was the facts of the case and the law in question. Before 

analyzing the facts, the tribunal started with a disclaimer that the ‘tribunal is mindful 

of the role of the judiciary in common law jurisdictions’219 and concluded that evolution 

of law through judicial review is a natural process and departures from precedents are 

to be expected.220 Based on the previous decision of Canadian courts and practices of 

application of utility standards in Canada, the tribunal concluded that there was no 

dramatic change in its utility requirement. 

 

The progressive development of the promise doctrine was highlighted by the arbitral 

tribunal to conclude that over the years there was little litigation over the utility 

requirement and the law was not clarified.221 On the question of legitimate 

expectations, the tribunal concluded that patentees know their patents are subject to 

challenge before the courts. Therefore, the perception that once a patent is registered, 

it cannot be invalidated on patentability grounds, is not a rational expectation. In the 

tribunal’s words: 

 

[T]his perception cannot amount to a legitimate expectation. For the reasons 

stated… the Tribunal has found that each of the three elements of the alleged 

promise utility doctrine had a foundation in Canadian law when Claimant’s 

patents were filed. At that time, although Claimant may not have been able to 

                                                 
217 Id. at para 304. 
218 Id. at para 305. 
219 Id. at para 310. 
220 Id. 
221 Eli Lilly v. Canada, supra note 6, at para 349. 
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predict the precise trajectory of the law on utility, it should have, and could have, 

anticipated that the law would change over time as a function of judicial 

decision-making.222 

 

The tribunal acknowledged that as a matter of rule, the promise doctrine may not have 

played an ‘significant role in the Canadian Jurisprudence before 2005’, but it has been 

relatively discussed in few cases. Hence, the promise doctrine ‘rule was clearly ‘out 

there’, to be ignored at a patentee’s peril’.223 Thus, the tribunal held that Eli Lilly had 

failed to prove that the law in question demonstrated a fundamental or dramatic 

change that led to the violation of legitimate expectations and expropriation, and 

dismissed the claims accordingly.  

 

3. Arbitrary and Discriminatory Nature of the Promise Doctrine  

 

Eli Lilly presented two grounds to contest the arbitrariness of the Canadian promise 

doctrine: (i) unpredictable and incoherent, and; (ii) serves no legitimate public 

purpose.224 The promise doctrine was viewed as unpredictable to the extent that the 

‘outcome of cases depends upon the particular judge or panel hearing the dispute, 

rather than legal authority’.225 In other words, the doctrine created confusion that 

made a patent applicant clueless as to ‘what type, of evidence a judge will require to 

demonstrate or sound predict a patent’s utility’.226  

 

The legal basis for the promise doctrine was challenged and it was accused that the 

doctrine was developed to invalidate all types of pharmaceutical patents,227 

discriminating as a field of technology.228 This was established through the evidence 

before 2005 that showed no invalidation of pharmaceutical patents on lack of utility. 

However, the evidence demonstrated that since 2005 (after application of the promise 

                                                 
222 Id. at para 384. 
223 Id. at para 324. 
224 Id. at para 390. 
225 Id. at para 391. 
226 Id. at para 392. 
227 Id. at para 396. 
228 Id. at para 397. 
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doctrine) two dozen pharmaceutical patents lacked utility,229 most of which were 

owned by foreign firms. On the contrary, Canada rejected claims that the doctrine was 

arbitrary and inherently unpredictable. In Canada’s view the interpretation of the 

patent is based on the sound principle of construction and on the evidence presented 

by litigants and their lawyers,230 and is thus not arbitrary.231 Rather, it is the role of 

judges to perform every day.232 Similarly, Canada questioned the date presented by Eli 

Lilly and argued that even if the date analysis was done correctly, it couldn’t possibly 

tell the whole story.233 Therefore, there was no conclusive evidence to show de facto 

discrimination against pharmaceutical patents.234 

 

In light of the above discussion, the tribunal found the Canadian court decisions were 

neither arbitrary nor discriminatory, and measures were not expropriatory under the 

relevant provision of NAFTA.235 According to the tribunal there is some level of 

unpredictability in the application of all law,236 and inconsistency in judicial 

interpretation at a limited scale is expected as a court arrives at its decision based on 

evidence and expert testimony.237 Therefore, the outcome of such processes cannot be 

termed arbitrary. Although the tribunal accepted that the scope of application of legal 

rules is questionable in all legal regimes, it cannot be the sole reason to render the legal 

rule arbitrary. If it is understood in such a way, then the concept of arbitrariness will 

lose all meaning. 238 Having said that, the tribunal did not endorse any position on the 

promise doctrine; it, however, concluded that the doctrine has a legitimate purpose 

and logical connection between the rule and stated goal.239  

 

Nevertheless, the tribunal did acknowledge challenges for companies to identify, to 

meet all patentability requirements and the appropriate time to file a patent 

                                                 
229 Id. at para 398. 
230 Id. at para 404. 
231 Id. 
232 Id. at para 403. 
233 Id. at  para 413. 
234 Id. at para 410. 
235 NAFTA, art. 110. 
236 Eli Lilly v. Canada, supra note 6, at para 421. 
237 Id.  
238 Id. at  para 429. 
239 Id. at para 423. 
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application, particularly in the case of innovative industries as referred to by Eli 

Lilly.240 On this point, the tribunal concluded: ‘with many potential products, it may 

be challenging to identify when all patentability requirements can be met and thereby 

when to file a patent application. However, this is the consequences of a rational policy 

approach in Canada, not an indication of arbitrariness in law. In such circumstances, 

it is not the role of a... tribunal to question the policy choices of a [country] [with 

emphasis]’.241 

 

The tribunal agreed with Canada’s argument that patentees must disclose publicly the 

basis of their prediction of utility as an exchange for the monopoly right granted by the 

State. However, the tribunal did not come to an opinion that such prediction is the 

preferred approach but concluded that it is not an irrational one.242  

 

On the question of discriminatory utility rule against pharmaceutical patents, the 

tribunal questioned the methodology of selecting dates to prove that only 

pharmaceutical patents were targeted through the doctrine post-2005 and held that 

Eli Lilly failed to prove that the application of the doctrine was targeted only to one 

field of technology. Likewise, Eli Lilly wouldn’t provide conclusive evidence to establish 

a crucial link between the fact and the alleged promise utility doctrine. Interestingly, 

the tribunal didn’t rule out the possibility of alternative factors that may contribute to 

the difference in rates in finding utility.243  

 

Thus, the tribunal concluded that Eli Lilly had failed to prove the doctrine is de facto 

nationality-based discrimination244 and there was no fundamental or dramatic change 

in Canadian patent law, rather, the law had evolved over the period, which cannot be 

termed arbitrary, discriminatory or in violation of NAFTA provisions.  

 

D. Regulatory Measure and Eli Lilly Award: The Uncharted Waters Ahead  

 

                                                 
240 Id. at para 426. 
241 Id.  
242 Id. at para 428. 
243 Id. at para 435. 
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  50

This section will first identify key positive attributes of the Eli Lilly award to the IP 

system and in doing so compare with the Philip Morris tribunal, followed by analysis 

of the Eli Lilly tribunal’s approach to change in law and its consequences.    

 

1. Positive Attributes of the Eli Lilly’s Award to the IP system 

 

The Eli Lilly dispute was decided on the facts of the case and the claims were dismissed 

because of the failure to show a dramatic change in the utility requirement under the 

Canadian patent regime. This line of reasoning by the tribunal is dicey because the 

award does not elaborate on what changes are considered as ‘dramatic’ nor put in 

perspective on what basis one should determine minor and radical change. This 

question is addressed in the immediate next section with detailed analysis. Here, the 

focus is on some key takeaways from the award.  

 

From an IP perspective, it is important to analyze if there are some positive findings of 

the tribunal decision. Since the case was not decided on merit, there are fewer relevant 

IP-related takeaways than possible implications that the award would bring. That 

being said, the careful examination of the decision brings three positive attributes of 

the award to the IP system.  

 

First, like in the Philip Morris award, the tribunal in Eli Lilly v. Canada gives the 

impression that the tribunal acknowledged the basic territoriality principle of IP. 

Historically, patent rights derived from national laws, and later rules of national 

regimes were pooled to form an international IP law which sets minimum standards, 

but the territoriality principle has been recognized in the IP system in the interest of 

international comity.245 Drahos puts nicely in his words that the territoriality ‘principle 

is the product of the intimate connections to be found between sovereignty, property 

rights, and territory’.246 Hence, TRIPS sets a minimum standard for the protection of 

an invention, whether product or process in all fields of technology, if they are ‘new, 

                                                 
245 British South Africa Co. v. Companhia de Moçambique [1893] A.C. 602, 622-24. 
246 Peter Drahos, ‘The Universality of Intellectual Property Rights: Origin and Development’ 
WORLD INTELL. PROP. ORG. (1998), 
https://www.wipo.int/edocs/mdocs/tk/en/wipo_unhchr_ip_pnl_98/wipo_unhchr_ip_pnl
_98_1.pdf (last visited Oct. 14, 2020). 
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involves an inventive step and are capable of industrial application or utility’.247 

However, TRIPS leaves each member state to define the scope of these terminologies 

based on its needs. In other words, the scope patentability requirements would be 

determined territorially. This analysis shows that the tribunal has acknowledged the 

territoriality principle in patent law; that means patent law is protected and governed 

based on national law. Likewise, in the present case, the tribunal did analyze the 

evolution of the promise doctrine248 and acknowledged that there have been few 

litigations over the utility requirement but did not find the change as dramatic as 

claimed by Eli Lilly, but rather found that it was ‘more incremental and evolutionary 

than dramatic’.249  

 

Second, Eli Lilly’s reference to the valid PCT application as a basis of legitimate 

expectations, that the application would be sufficient to meet Canadian Patent 

requirements,250 was not entertained. The expectation was based on the fact that the 

PCT application does not require evidence of the utility to be disclosed and also 

prohibits additional or different form and content requirements.251 Therefore, PCT 

application meets Canada’s substantive disclosure requirements. The tribunal agreed 

with Canada and took into account that the PCT is a procedural law which does not 

deal with the substantive conditions of patentability, and these  applications are subject 

to national law requirements.252 Unlike the Philip Morris award, the Eli Lilly tribunal 

did not refer to the international IP treaty nor offered any analysis on the PCT. This 

can be taken as a positive finding in light of tribunal competency to interpret 

international IP treaties. Having said that, one could argue that the tribunal did not 

analyze claims related to the PCT because the findings of the case were purely based 

on the facts, not on merit. Thus, it is understandable that the tribunal did not indulge 

in questions related to the PCT.  

 

Third, comparing with the Philip Morris award, public interest was not really at the 

heart of this dispute. Nonetheless, looking at the larger picture, if one takes into 

                                                 
247 TRIPS, art. 27 (1). 
248 Eli Lilly v. Canada, supra note 6, at paras 312-350. 
249 Id. at para 350. 
250 Id. at para 267. 
251 Id. at para 267. 
252 Id. at para 304. 
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account the grounds on which Eli Lilly based their arguments, there might be possible 

public policy concerns. From a broad reading of the award, one would confirm 

acknowledgment of public interest. The application of the promise doctrine was alleged 

as ‘unpredictable and incoherent’ and lacks a legitimate public purpose’.253 The patent 

system emphasis on the importance of the disclosure requirement to ensure  accuracy 

of the invention and disclosure is part of the patent bargain. 254 Therefore, the tribunal 

indirectly acknowledged the policy space of the sovereign state by not questioning the 

legitimacy of the utility requirement, as the tribunal viewed that they ‘need not opine 

on whether the promise doctrine is the only, or the best, means of achieving these 

objectives. The relevant point is that… promise doctrine is rationally connected to… 

legitimate policy goals’.255  

 

This is relevant because patents as information are useful for inventors in identifying 

the scope of a new innovation, future innovative goals,256 and reducing infringement, 

among other uses. Not only does a patent application provide legal and technical 

information, it also provides public policy-relevant information.257 Though the 

tribunal acknowledged that the Canadian utility requirement may impose difficulties 

for innovative industries, nonetheless those difficulties were ‘the consequences of a 

rational policy approach in Canada, not an indication of arbitrariness in the law’.258 In 

other words, the tribunal did not look at the consequences of the patent rule, but rather 

respected states’ policy space to formulate a rational policy. In fact, responding to Eli 

Lilly’s claim of Canadian law prohibiting the submission of post-filing evidence of 

                                                 
253 Id. at para 419. 
254Id. at para 423 (Canada argued that ‘the public receives its end of the patent bargain 
(particularly but not solely in connection with ‘new use’ and ‘selection’ patents) and that it 
‘encourages accuracy while discouraging overstatement in patent disclosures’). 
255 Id. at para 423. 
256 WORLD INTELL. PROP. ORG., ‘The Role of Patent Information in Supporting Innovation’,  
https://www.wipo.int/edocs/mdocs/sme/en/wipo_smes_rom_09/wipo_smes_rom_09_e_
workshop02_1-related1.pdf (last visited Oct. 14, 2020). 
257 Id.  
258 Eli Lilly v. Canada, supra note 6 at para 426 (‘the Tribunal understands the difficulty for 
companies in innovative industries described by Claimant, in terms of timing investments and 
patentability requirements can be met and thereby wen to file a patent application. However, 
this is the consequences of a rational policy approach in Canada, not an indication of 
arbitrariness in the law’). 
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utility as unpredictable and incoherent, the tribunal finds this rule ‘a bright line rule 

that sets a clear date by which patentees must prove utility’.259  

 

From this observation, it can be concluded that the tribunal respected the policy 

choices of Canada. Thus, it won’t be incorrect to state that the one positive outcome of 

the award is that the tribunal indirectly acknowledged the policy space for states, which 

is the cornerstone in international IP agreements. This is not to give an impression that 

the Eli Lilly award is a good example to demonstrate tribunal recognition of policy 

space in IP  matters, because the case did not test on merits.  

 

2.  The Unclear Charter of Change in Law and Legal Policy 

 

The tribunal in Eli Lilly v. Canada concluded that the ‘law [promise utility doctrine] 

does not demonstrate a dramatic transformation of the utility requirement in Canadian 

law’.260 This brings us to the question as to whether the findings of the case could have 

been different if the tribunal found a dramatic change in the Canadian promise 

doctrine. Probably the answer is affirmative. But the larger question is, if a domestic 

court applies the law or interprets the law inconsistently, which leads to a dramatic 

change in practice, would this be considered as a violation of investment standards?  

 

It seems that the Eli Lilly award has opened such possibilities. The ‘change in law’ 

arguments fall within the scope of FET, which requires the stability of the legal and 

business framework. It is important to note that ‘change in law’ does not only result 

through executive actions, but also, perhaps, from an inconsistent interpretation of 

domestic courts. Rob Howse finds that the ruling in the Eli Lilly dispute is ‘extremely 

dangerous for the public interest’.261 In the words of Howse; 

 

So what is the real message of the Eli Lilly tribunal? They are not coming out 

and stating it, but they encourage future regulatory taking claims by implication 

                                                 
259 Id. at para 424. 
260 Id. at para 351. 
261 Rob Howse, Eli Lilly v Canada: A Pyrrhic Victory Against Big Pharma (International 
Economic Law and Policy Blog, Mar. 26, 2017),  
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  54

that the concept of “expropriation” under NAFTA might well apply to require a 

host state compensate an investor even for jurisprudential shifts in the approach 

of a country’s highest courts to that country’s law (including its constitution), if 

that shift can be characterized as dramatic, radial, or fundamental.262 

 

In the above passage, Howse indicates the common fear among scholars that ‘change 

in law’ might encourage an investor to reach investment arbitration. The fear is more 

relevant in IP-related cases. The international IP agreements set minimum standards 

and, in some instances, there are undefined terminologies in the text. For example, 

TRIPS does not define ‘originality’ in copyright law, neither does it explain ‘inventive 

step’, ‘novelty’, and ‘utility’ requirements of patent law. In layman eyes these 

terminologies speak for themselves, there is an inherent meaning attached to these 

terms, but they lack precise definition. In national domestic frameworks, these 

concepts have evolved and been applied differently in many jurisdictions.  

 

In case of copyright, for example, the originality requirement has evolved over the 

years. This essential requirement of copyright law is not clearly depicted in 

international copyright treaties.263 The meaning of the term and test for originality 

standards have been evolving at the national level through legislatures and courts. The 

test for originality requirement–‘author’s own intellectual creation’ in the EU 

Copyright law,264 has evolved over the years through several attempts of the Court of 

Justice of the European Union to harmonize the standards.265  

                                                 
262 Id.  
263 The term originality is used in the general clause of art. 2(1) of the Berne Convention which 
establishes-‘[t]he expression ‘literary and artistic works” shall include every production in the 
literary, scientific and artistic domain, whatever may be the mode or forms of its expression..’. 
However, on two occasion the term ‘originality’ is used in Article 2(1). First, Article 2(3)- 
‘translations, adaptations, arrangements of music and other alternations of a literary or artistic 
work shall be protected as original works without prejudice to the copyright in the original 
work’. Second, the elements of originality in the form of intellectual creations is found in Article 
2(5); ‘Collections of literary or artistic works as encyclopaedias and anthologies which, by 
reason of the selection and arrangement of their contents, constitute intellectual creations shall 
be protected as such, without prejudice to the copyright in each of the works forming part of 
such collections’. 
264 Directive 91/250/EEC of 14 May 1991 on the Legal Protection of Computer Programs. 
265 See Infopaq International A/s v. Danske Dagblades Forening (2009) Case C-5/08: 
Bezpečnostní softwarová asociace- Svaz softwarové Ochrany v. Ministerstvo Kultury (2010) 
Case C-393/09; Football Association Premier League and Others v. QC Leisure and Karen 
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Similarly, patentability requirements have evolved at the national level. For example, 

section 3 (d) of the Indian Patent Act requires a new form of an existing pharmaceutical 

substance to show ‘efficacy’ with an aim to prevent ever greening by prohibiting the 

patenting of new forms of existing pharmaceutical substances.266 The meaning of the 

term ‘efficacy’ has been contested and, after years of conflict, the Indian Supreme Court 

held that ‘efficacy’ is synonymous with the novelty and inventive step requirements of 

the Patent Law.267 Thus, the reading of these terms is subject to the national law 

because TRIPS allow applicability of these standards based on national needs.268 

 

Likewise, the Canadian requirement to promise utility of the patent during the 

application, and failure of such as a ground for patent invalidation, was built upon 

national jurisprudence and diverse court decisions over the years. The relevant 

question is whether the evolution of the concept or interpretation of national courts 

amounts to change in law or inconsistent interpretation. Of course, this should not be 

the case. If one takes this as a change in the law or inconsistent interpretation, then it 

                                                 
Murphy v. Media Protection Services (2011) Case C-403/08; Eva-Maria Painer v. Standard 
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Domestic and Foreign Drug Development 39 (3) B. C. INT’L & COMP. L. REV. (2016). 
268 For a detailed discussion on TRIPS as a source of legitimate expectations, see I Stepanov, 
ELI LILLY AND BEYOND: THE ROLE OF INTERNATIONAL INTELLECTUAL PROPERTY 
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will undermine the function of the national judicial system. The interpretation or 

clarification associated with ambiguity or vagueness of law is the primary function of 

courts. It is the well-established practice that courts are well within their legitimate 

power to perform an equitable interpretation of the law.269 Of course, it is not to 

suggest that consistency is irrelevant, in fact, consistency is the driving force behind all 

decision-making.270 It is true that inconsistent decision-making may impose costs 

upon society.271 In general, the doctrine of precedent plays an important role,272 to 

avoid the cost of inconsistency. Having said that, sometimes inconsistent legal practice 

simply reflects the evolution of law.  

 

The arbitral tribunals have acknowledged that frequent legal change is not acceptable, 

because it is expected by investors that the host state will ensure a transparent and 

predictable framework. As the tribunal in Tecmed v. Mexico viewed: ‘the foreign 

investor expects the host State to act in a consistent manner, free from ambiguity and 

totally transparently in its relations with the foreign investor, so that it may know 

beforehand any and all rules and regulations that will govern its investments, as well 

as the goals of the relevant policies and administrative practices or directives, to be 

able to plan its investment and comply with such regulations…’.273 Similarly, in 

Occidental v. Ecuador,274 the tribunal relied on the preamble of the treaty between the 

United States of America and Ecuador to conclude that ‘the preamble clearly records 

the agreement of parties that such treatment is desirable in order to maintain a stable 

framework for investment and maximum utilization of economic resources’. 275  

 

                                                 
269 For a general discussion on interpretation and equitable interpretation of law; see Anthony 
J. Bellia Jr. State Courts and the Interpretation of Federal Statutes 59(5) VAND. L. REV.  1502-
1588 (2006); Richard A. Epstein, Standing and Spending- The Role of Legal and Equitable 
Principles 4(1) CHAP. L. REV. 1-61 (2001). 
270 Paul M. Collins, Jr. The Consistency of Judicial Choice 70 (3) J. POLITICS 861 (2008)  
271 Anthony Niblett, Tracking Inconsistent Judicial Behaviour, 34 INT’L REV. L. & ECON. 
(2012) 9.  
272 Id. 
273 Tecmed v. Mexico, supra note 71, at para 154. 
274 Occidental Exploration and Production Company v. The Republic of Ecuador, LCIA Case 
No UN 3467, Final Award,  July 1, 2004.  
275 Id. at para 183. 
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A much clearer picture has been drawn in Glamis Gold v. United States.276 In 

responding to the change of policy, the tribunal first acknowledged that ‘it is not for an 

international tribunal to delve into the details of and justifications for domestic law’,277 

however, such policy changes will be considered only if there is ‘a gross denial of 

justice, manifest arbitrariness, blatant unfairness, a complete lack of due process, 

evident discrimination, or a manifest lack of reasons’.278  

 

If one draws the tribunal analysis in Glamis Gold v. United States, it is clear that the 

standard of proof for ‘change in law’ is very high. Nonetheless, it is worth taking note 

that there are arbitral awards clarifying that the investment standards do not guarantee 

against regulatory change and a ‘State may amend its law and regulations as it deems 

appropriate in light of changing circumstances’.279 In addition, the recently entered 

into force EU-Canada CETA has adopted a narrow FET provision which limits the 

possibilities of ‘change in law’ as a grounds for claiming legitimate expectations 

through reaffirming parties’ right to regulate within their territories to achieve 

legitimate policy objectives. Article 8.9 of the CETA reads: ‘for greater certainty, the 

mere facts that a Party regulates, including through a modification to its laws, in a 

manner which negatively affects an investment or interferes with an investor’s 

expectations, including its expectations of profits, does not amount to breach of an 

obligation’.280 

 

To conclude, though the Eli Lilly tribunal through the absence of ‘dramatic change in 

law’ in the Canadian Promise doctrine has created opportunities to make a case on 

change in law,  it seems the threshold for change in law is relatively high and the recent 

changes made in new IIAs such as CETA have narrowed investors’ claims on 

modification of law. However, this is not to argue that the Eli Lilly award has not made 
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  58

the system fragile; certainly it has created uncertainty and will intimate investors to 

bring similar arguments on change in law.  

 

3. Closing Remarks 

 

The tribunal findings on the ‘facts’ that there was no fundamental or dramatic change 

in the Canadian promise doctrine restricted the tribunal from delving into analyzing 

issues related to investment standards on merit.  

 

A post-arbitral decision rendered by the Canadian Supreme Court in AstraZeneca 

Canada Inc. v. Apotex Inc,281 abolished Canada’s Promise Doctrine because it finds the 

doctrine ‘unsound’282 and ‘not good law’.283 The decision was rendered within three 

months after the Eli Lilly award. The arbitral tribunal findings of no dramatic change 

in the application of the promise doctrine may be questioned. Perhaps, one should be 

mindful that if the question is more about good or bad law, it should be left to the 

national judiciary to determine, but in principle, the tribunal is correct to find the law 

in question was evolving.   

 

It should not be concluded that the Supreme Court decision to strike down the promise 

doctrine was influenced by Eli Lilly ISDS litigation. This is because if one closely looks 

at the facts of AstraZeneca v Apotex, the patentee in its patent application has clearly 

shown the utility of its new compound and how it will have significant implications for 

the therapeutic effect of the drugs on the human body.284 Comparing this outcome with 

Eli Lilly's dispute, the patented compound in question was prior art and patented 

applied for a new use of a substance that was already in the prior art. The Canadian 

                                                 
281 AstraZeneca Canada Inc. v. Apotex Inc. 217 SCC 36 [hereinafter AstraZeneca Supreme 
Court]. 
282 Id. at para 36 ([t]his doctrine, however, is unsound. It is an interpretation of the utility 
requirement that is incongruent with both the words and the scheme of the Patent Act’). 
283 Ibid, para 51 (‘the Promise Doctrine undermines a key part of the scheme of the Act: it is 
not good law’). 
284 AstraZeneca Canada Inc. v. Apotex, Inc., 2014 FC 638, paras 62-64; see  also the supreme 
court decision, supra note 319, at para 62, the Court finds the patented drugs fulfills the utility 
requirement (‘Justice Rennie accepted that it was soundly predicated by the relevant date that 
the optically pure salts of the enantiomer of omeprazole would be useful as a PPI to reduce 
production of gastric acid. Use as a PPI is appropriately related to the subject matter of the 
‘653 patent and makes it useful within the meaning of s. 2’).  
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Supreme Court finds the promise doctrine ‘unsound’ and ‘not good law’ because, 

though the AstraZeneca patent application established promise and was demonstrated 

or soundly predicted, the Federal Court analyzing Apotex's argument found that the 

AstraZeneca patent had other promises also, and it would be impossible to prove or 

demonstrate those promises post-patent grant, as the doctrine does not consider 

evidence filed post-granting of the patent to demonstrate other uses of the patent.  

 

As a result, the current scenario urges invalidation of the AstraZeneca patent, which is 

not prudent considering the genuine inventive step demonstrated in the application. 

Therefore, the Canadian Supreme Court struck down the doctrine because of its ‘side 

effects’ that are likely to obstruct genuine invention. The Supreme Court referred to 

the Federal Court decision and read ‘patent failed for lack of utility because it promised 

more than it could provide. Yet, the promises are not the yardstick against which utility 

is to be measured... [it was found] that AstraZeneca’s patent was soundly predicted to 

be useful as PPI. This is sufficient utility to satisfy the requirement’. 285 This 

demonstrates that the Canadian Supreme Court decision has nothing to do with the Eli 

Lilly award. 286   

 

The unclear charter of ‘dramatic change in law’ will certainly allow investors to bring 

potential claims that potentially impact human rights. Scholars have referred to Eli 

Lilly's award as a potential threat to public health and human rights in general.287 

Scholars' concerns arise from the  ISDS tribunal’s findings as they have not embraced 

human rights; rather, several arbitral awards are inconsistent with or contradictory to 

human rights principles.288 Though the Eli Lilly award per se does not concern public 

                                                 
285 AstraZeneca Supreme Court, supra note 281, at para 63. 
286 On the contrarily, Brook and Geddes view differently, see Brook K. Baker and Kartina 
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health, if an argument were made that Eli Lilly drugs are essential medicine, and if the 

tribunal had favored in the case of Eli Lilly, then this would create a chilling effect on 

domestic law289 relating to essential medicine.  Of course, this argument is far-sighted 

and perhaps an ‘attenuated argument’,290 but concerns are genuine because investor 

state arbitration has often been criticized for failing to achieve a balance between 

private and public interests.291 In addition, the tribunal makes some observations, 

particularly highlighting that the evolution of law cannot be treated as a violation of 

FET standards, but refuses to shut the door on judicial expropriation besides denial of 

justice. The absence of clarity on the grounds upon which judicial conducts would be 

brought before an investment tribunal might result in more IPRs-related investment 

arbitration.  

Conclusion   

 

This paper provided a detailed analysis of two high-profile cases which have been 

recently subject to debate. The most discussed arbitral award of Philip Morris v. 

Uruguay did not offer much to analyze on IPRs, but it does acknowledge some 

fundamental value of IPRs. Whereas the Eli Lilly tribunal confined its findings based 

on the facts, but largely opened the question of its reading on change in law and judicial 

conduct related to IPRs.  

 

The broad reading of both of the arbitral awards invites us to connect three dots on IP-

ISDS interaction. First, expropriation and fair and equitable treatment are two 

important investment standards that are used to bring IP-related investment disputes. 

Second, a closer examination of parties’ arguments supported by investment principles 

gives an impression of investors reading IP as an absolute right without any limits. 
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Additionally, expropriation and FET are primarily aimed at protecting foreign 

property, in which case, investors would read IP as absolute property rights, ignoring 

the limits and essence of international IP. Finally, though the question of IP as 

investment has not been examined in detail in the Philip Morris and Eli Lilly awards 

for obvious reasons, it is relevant to examine arbitral assessment of investment, and 

whether IPRs fits within those criteria. Third, the arbitral tribunal in both cases has 

indirectly acknowledged the territoriality principle of IP by referring to domestic law 

in its analysis. Though those analyses may be small, they allow us to further discuss 

whether, and to what extent, domestic law could be used in IP-related disputes.  

 

To conclude, IP lies at the heart of the transnational business transaction, but it also 

has inherent social functions, and exclusive right is not the only object and purpose of 

International IP. The limited cases on the subject do not provide a clear direction,292 

but they have opened the gate for future IP-related disputes in ISDS.  

                                                 
292 For questions related to IP-ISDS which are yet to be tested, see Pratyush Nath Upreti, IP 
Issues in ISDS (Jus Mundi Wiki Notes, 2019), https://jusmundi.com/en/wiki (last visited Oct. 
14, 2020). 
 
 


