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Intellectual Property in Trade and 
Investment Agreements 

• Expanded scope and depth of coverage 

• Minimum standards agreement TRIPS 

• Further expands scope and depth of 
coverage  

• Process of harmonisation/transplantation 
FTAs 

• While not new, the fact that IP is a covered 
investment has recently been ‘uncovered’ BITs 



Main Points/Conclusions 
Trade and investment were trending in the 

same direction but recently diverged 

Trade 

TRIPS-Plus obligations are being 
increasingly added to trade 

agreements (harmonization) 

Recipient countries not taking 
context into account or using 

flexibilities (≠ localisation) 

Harmonization/convergence for the 
greater good seemingly ignored 

Investment 

Treaty drafting is becoming more 
tailored and conscious of ‘public 

welfare measures’ 

‘Judicial’ interpretation provides 
comfort, but… 



Example: Patent linkage 
The practice of national 

pharmaceutical registration 
authorities ‘linking’ the 
granting of marketing 

approval with the patent 
status of an originator drug 

‘TRIPS-Plus’ – TRIPS does not 
mention (prohibit or 

mandate)  

Genesis is in the US, Hatch-
Waxman Act (1984) 

Exists in Canada, China, 
Japan, Mexico, South Korea, 

Singapore, Cambodia, 
Taiwan, etc – unlawful in the 

EU 

Often included in trade 
agreements, especially with 

the US 



Context Matters: The starting point 

US law prior to Hatch-Waxman 

• Clinical trial/other originator data submitted in an application for 
marketing approval were considered a trade secret 

• Generics could not apply for marketing approval during life of the 
patent (w/o conducting their own clinical trials) 

Canadian law prior to patent linkage 

• Pre-1987, medicines almost automatically compulsory licenced at 4% 
royalty rate 

• 1987, waiting period of 10 years for compulsory licence against 
importation and 7 year if manufactured in Canada 

• System changed in 1993 taking into account NAFTA and upcoming 
TRIPS Agreement  



Harmonization: without context or 
empirical basis 

US model 

• Canada (less incentive), Singapore, Mexico (less certifications), China 
(less register), Taiwan, Russia, Cambodia, etc. 

Deviations 

• Australia = must apply to court for injunction, no register 

• Korea = originator must apply to register before MA granted, injunctions 
only to prevent significant damage, bifurcated court system 

Others considering/recently adopted patent linkage 

• TPP partners (i.e. Malaysia, Vietnam, Brunei and NZ) 

• TPP aspirants (i.e. Philippines) 



Harmonization: without context or 
empirical basis 

Differences in design and implementation can have a large 
impact on availability of generic medicines and price 

Presumably designed to suit the particulars of the differing 
jurisdictions, most simply follow US justifications and 
model 

No evidence that any of the systems reduce costs, increase 
access to medicines or promote innovation  



Harmonization without Localization 

What is appropriate in one jurisdiction may not 
be for another 

• Most recipient countries accept pharmaceutical/IP 
provisions without contextualising or adding 
safeguards 

Where safeguards/flexibilities are exist in text, 
may not exist in local legislation 



Convergence for good 

Build upon the flexibilities existing in some FTAs 

Enhanced regulatory cooperation (ie clinical trials, 
submissions to regulatory agency, standardisation) 

More meaningful cooperation in customs and 
seizures of counterfeits 



Other examples of extended IP 
protection 

Test data 
exclusivity 

Patentability 
conditions 

Limitations to 
compulsory 

licensing 

Copyright 
extensions 

Technological 
protection 
measures 

(TPMs) 

Trademark/geo
graphical 

indications 

etc  



IP and BITS 

From abstract to concrete 

Adding precision to treaty drafting 

‘Judicial’ Interpretations 



Adding Precision: Indirect Expropriation 
and IPRs 

• KORUS, Article 11.6.5 of the KORUS FTA 
– “[The Agreement’s Article on expropriation] does not apply to the 

issuance of compulsory licenses granted in relation to intellectual 
property rights in accordance with the TRIPS Agreement, or to the 
revocation, limitation, or creation of intellectual property rights, to the 
extent that such issuance, revocation, limitation, or creation is 
consistent with Chapter Eighteen (Intellectual Property Rights)”  

 

• Annex 11-B(3)(b) of the KORUS FTA 
– “Except in rare circumstances, such as, for example, when an action or 

a series of actions is extremely severe or disproportionate in light of its 
purpose or effect, non-discriminatory regulatory actions by a Party 
that are designed and applied to protect legitimate public welfare 
objectives, such as public health, safety, the environment, and real 
estate price stabilization (through, for example, measures to improve 
the housing conditions for low-income households), do not constitute 
indirect expropriations.” 

 



Adding Precision: FET 

• Australia–Hong Kong BIT, Art 2(2) 
– Investments and returns of investors of each Contracting 

Party shall at all times be accorded fair and equitable 
treatment and shall enjoy full protection and security in 
the area of the other Contracting Party. Neither 
Contracting Party shall, without prejudice to its laws, in 
any way impair by unreasonable or discriminatory 
measures the management, maintenance, use, enjoyment 
or disposal of investments in its area of investors of the 
other Contracting Party.  



Adding Precision: FET 
• KORUS, Article 11.5 

– 1. Each Party shall accord to covered investments 
treatment in accordance with customary  international law, 
including fair and equitable treatment and full protection 
and security.  

 

– 2. For greater certainty, paragraph 1 prescribes the 
customary international law minimum  standard of 
treatment of aliens as the minimum standard of treatment 
to be afforded to covered investments. The concepts of 
“fair and equitable treatment” and “full protection and 
security” do not require treatment in addition to or 
beyond that which is required by that standard, and do not 
create additional substantive rights. The obligation in 
paragraph 1 to provide: 
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Adding Precision: FET 

• EU-Singapore, Article 9.4; Canada-EU, Article X.9 
– A Party breaches the obligation of fair and equitable treatment … 

where a measure or series of measures constitutes:  
• Denial of justice in criminal, civil or administrative proceedings;  
• Fundamental breach of due process [Can: including a fundamental breach of 

transparency, in judicial and administrative proceedings]; 
• Manifest arbitrariness;  
• [Can: Targeted discrimination on manifestly wrongful grounds, such as gender, 

race or religious belief];  
• Abusive treatment of investors, such as coercion, duress and harassment [Sing: 

or similar bad faith conduct]; or  
• A  breach  of the  legitimate  expectations  of a  covered investor  arising  from 

specific  or  unambiguous  representations from  a  Party  so  as  to  induce the 
investment and which are reasonably relied upon by the covered investor. [Can 
slightly different placement and wording] 

• A breach of another provision of this Agreement, or of a separate international 
Agreement, does not establish that there has been a breach of this Article 
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IP and BITs: Interpretations 

Tribunals are showing extreme deference to government – readily 
accepting link between public policy and the measures 

Philip Morris v Uruguay 

-Three measures: 
increased graphic and 

textual warnings and the 
size of the warnings from 

50 to 80 per cent and 
prohibited the use of 
variants of any brand.  

-TM is right to exclude, 
not use. 

-No expropriation of TM. 

-Not arbitrary, no breach 
of FET. 

Philip Morris v 
Australia 

-Rejects PP claim on 
jurisdictional grounds. 

Eli Lilly v Canada 

Viewed role not as an 
appellate court but 
rather focused on 

standards contained in 
the treaty – 

arbitrariness and 
discrimination. 

-Applied a rigorous 
evidentiary standard 
for Claimant to meet. 

-Decision is fact 
dependent. 



Conclusion: IP and trade/investment 
agreements 

Trade and investment were trending in 
the same direction but recently 

diverged 

Trade 

TRIPS-Plus obligations are being 
increasingly added to trade 

agreements (harmonization) 

Recipient countries not taking 
context into account or using 

flexibilities (≠ localisation) 

Harmonization/convergence for the 
greater good seemingly ignored 

Investment 

Treaty drafting is becoming more 
tailored and conscious of ‘public 

welfare measures’ 

‘Judicial’ interpretation provides 
comfort, but… 



Further (trade) conclusions 

• Government intervention to support IP is necessary 
due to market failure 

• Maximalism has gone too far, lost sight of why IP was 
initially linked with trade 

– ‘trade-related’ notion of trade/IP link 

– raison d’etre of the link, target counterfeiting and piracy 
which is antithesis of free and fair trade 

• Return to core – protecting IP at the border 

– IP is embodied in physical (and digital) goods 

– Civil and criminal substantial and procedural regulations, 
customs, enforcement, etc 


