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ARTICLE INFO ABSTRACT

Received: 15 Nov 2024 International Investment Agreements (ITAs) have emerged as pivotal instruments in shaping
global economic relations by fostering cross-border investments. These agreements, often
aimed at promoting economic growth and stability, come with provisions that can significantly
Accepted: 15 Jan 2025 influence the human rights obligations of states. This study critically examines the interplay
between IIAs and human rights, focusing on how economic interests are balanced against
fundamental human rights obligations in both developed and developing countries.
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The research investigates the legal and policy frameworks of 11As, highlighting key elements
such as investor-state dispute settlement (ISDS) mechanisms, expropriation clauses, and
regulatory measures. These provisions, while essential for protecting investor interests, may
inadvertently constrain states' ability to fulfill their human rights commitments, especially in
areas like labor rights, environmental protection, and access to essential services. The study
explores specific instances where IIAs have led to challenges in ensuring equitable human
rights outcomes, such as disputes involving indigenous communities, public health policies,
and social welfare programs. Study combines qualitative analyses of case law and treaty
provisions with quantitative assessments of their socio-economic impacts. Case studies from
Asia, Africa, and Latin America are presented to illustrate the practical implications of IIAs on
human rights protection. The findings reveal a significant gap in the alignment of IIAs with
international human rights standards, emphasizing the need for a more integrated approach
that balances economic development with the protection of fundamental rights. The study
concludes by proposing reforms to the existing IIA framework, advocating for the inclusion of
explicit human rights provisions, enhanced transparency, and stronger accountability
measures. It underscores the importance of fostering a harmonious relationship between
economic governance and human rights, ensuring that international investment does not come
at the expense of vulnerable populations or undermine state sovereignty in protecting public
welfare.
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INTRODUCTION

International Investment Agreements (IIAs) have become essential tools for promoting foreign direct
investment (FDI) and facilitating global economic integration. These agreements, which include bilateral
investment treaties (BITs) and multilateral trade agreements with investment chapters, are designed to protect
investors' rights and provide a stable and predictable legal environment for investments. However, their impact on
human rights has sparked significant debate, particularly regarding how these agreements reconcile economic
objectives with states’ obligations to safeguard fundamental human rights.

The central focus of IIAs is typically on safeguarding investor interests through provisions such as fair and
equitable treatment, protection against expropriation, and mechanisms like investor-state dispute settlement
(ISDS). While these provisions aim to attract foreign investments, they often impose constraints on states'
regulatory autonomy. This has raised concerns about the implications of IIAs for human rights, especially in areas
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such as labour rights, environmental protection, public health, and access to essential services. For example,
disputes arising under ISDS mechanisms have occasionally led to cases where states had to compromise public
welfare policies to avoid costly penalties.

This study delves into the complex relationship between IIAs and human rights, exploring how these
agreements can simultaneously drive economic growth and create challenges for human rights governance.
Developing countries, in particular, face a dual challenge: while ITAs can boost FDI and foster development, they
may also undermine state efforts to address social inequality, poverty alleviation, and environmental sustainability.
The study critically examines whether the economic benefits brought by IIAs justify the potential risks posed to
human rights. The research also highlights the role of international organizations and human rights bodies in
addressing the gaps within the current IIA framework. Initiatives to incorporate explicit human rights provisions,
ensure greater transparency, and promote sustainable development goals (SDGs) are gaining traction but remain
insufficient in addressing the broader systemic issues.

This introduction sets the stage for a critical analysis of the balance between economic interests and human
rights obligations in the context of IIAs. It underscores the need for a more integrated and holistic approach that
not only attracts investments but also prioritizes human rights, ensuring that economic gains do not come at the
expense of social justice and equity.

OBJECTIVES OF THE STUDY
1. To Analyse the Impact of ITAs on Human Rights Compliance
2. To Explore the Balancing of Economic Interests and Human Rights Obligations
3. To Propose Policy Recommendations for Human Rights Integration in IIAs
STATEMENT OF THE PROBLEM

International Investment Agreements (ITAs) are designed to foster economic development by encouraging
foreign direct investment (FDI) and providing legal protection for investors. These agreements typically include
provisions such as fair and equitable treatment, protection against expropriation, and mechanisms for resolving
disputes between investors and states. While these measures aim to create a stable and predictable investment
environment, they often come at the expense of state sovereignty, particularly in regulating matters critical to
public welfare and human rights.

A growing body of evidence suggests that the legal and procedural framework of ITAs can create tensions
between economic objectives and human rights obligations. For example, investor-state dispute settlement (ISDS)
mechanisms have enabled investors to challenge government policies intended to protect labor rights, public
health, and the environment. Such challenges often result in states paying substantial penalties or revising public
policies, undermining their ability to uphold human rights.

This issue is particularly acute in developing countries, where governments often enter into IIAs to attract
much-needed foreign investment. However, these agreements can inadvertently restrict their ability to implement
policies aimed at reducing poverty, addressing social inequality, and promoting sustainable development. The
prioritization of investor rights over public interests raises significant ethical and legal concerns, particularly in
light of international human rights law, which obliges states to protect and promote fundamental rights.

The lack of explicit human rights provisions in most IIAs further exacerbates the problem, creating a
regulatory gap that leaves states vulnerable to conflicts between economic governance and human rights
compliance. This imbalance not only undermines social justice but also perpetuates inequality and marginalization,
particularly among vulnerable populations.

This study addresses the critical need to evaluate the impact of IIAs on human rights and identify ways to
reconcile economic interests with human rights obligations. It seeks to bridge the gap between investment law and
human rights law, proposing a framework that promotes inclusive economic growth while safeguarding the rights
and dignity of individuals.
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Significance of International Investment Agreements (ILAs)

International Investment Agreements (ITAs) play a critical role in shaping the global economic landscape
by facilitating cross-border investments and promoting economic growth. These agreements, encompassing
bilateral investment treaties (BITs) and multilateral investment frameworks are designed to provide legal certainty
and protection for foreign investors. They create a stable environment that encourages investment flows,
particularly in developing economies, by offering assurances such as protection against expropriation, fair and
equitable treatment, and mechanisms for dispute resolution.

The significance of IIAs extends beyond the economic domain, as they serve as instruments for fostering
international cooperation and enhancing economic integration. By promoting foreign direct investment (FDI), IIAs
contribute to job creation, infrastructure development, and technology transfer, which are essential for achieving
sustainable development goals (SDGs). For developing countries, these agreements are especially vital as they
provide access to international capital and expertise, helping bridge resource gaps and accelerate economic
progress. However, the influence of IIAs is not confined to their economic benefits. They also shape the regulatory
frameworks within which states operate. By establishing binding obligations on host states, ITAs ensure that
investor interests are protected even in the face of political or economic instability. This aspect of IIAs is
particularly important in fostering trust and confidence among investors, thereby contributing to long-term
economic stability.

Despite these benefits, ITAs have faced criticism for their potential to undermine state sovereignty and limit
the ability of governments to implement policies that prioritize public welfare. Provisions such as investor-state
dispute settlement (ISDS) mechanisms can impose significant financial and policy constraints on states, especially
when addressing issues related to human rights, environmental protection, and labour standards. The absence of
explicit human rights considerations in many ITAs has further highlighted the need for a more balanced approach
that aligns economic objectives with broader social goals.

The significance of ITIAs thus lies in their dual role as catalysts for economic development and frameworks
for governance. While they offer immense opportunities for growth, their impact on public policy and human rights
necessitates careful scrutiny and reform. Striking a balance between economic interests and social justice is crucial
to ensuring that ITAs contribute to inclusive and equitable development in a globalized world.

Impact on Labour Rights, Environmental Protection, and Public Health

International Investment Agreements (ITAs) are pivotal in facilitating foreign direct investment (FDI) and
promoting economic development, but their provisions often have significant implications for labour rights,
environmental protection, and public health. These critical areas are particularly affected by the prioritization of
investor interests, as enshrined in clauses such as fair and equitable treatment, protection against expropriation,
and investor-state dispute settlement (ISDS) mechanisms.

Labour Rights

The impact of ITAs on labour rights is a contentious issue. In many cases, I[IAs prioritize economic interests
by limiting governments' ability to enforce labor standards or introduce progressive labour laws. For instance, ISDS
provisions have enabled corporations to challenge minimum wage laws, collective bargaining rights, and other
labor protections under the pretext of adversely affecting profitability. This has led to a “race to the bottom,” where
countries weaken labour regulations to attract or retain investments. Workers in developing nations are particularly
vulnerable, as governments may be reluctant to enforce labour protections for fear of facing costly arbitration cases.
This dynamic undermines international labour standards and exacerbates exploitation and inequality.

Environmental Protection

ITAs often intersect with environmental concerns, particularly when investments involve resource-intensive
industries like mining, energy, and manufacturing. The provisions in IIAs can deter governments from
implementing or enforcing environmental regulations that may conflict with investor interests. For example,
policies aimed at reducing carbon emissions, preserving biodiversity, or curbing industrial pollution have been
challenged under ISDS mechanisms as breaches of investor rights. Such cases have forced states to pay substantial
damages or roll back essential environmental protections, leading to long-term ecological harm. The lack of explicit
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environmental safeguards in many IIAs highlights the need for reform to align these agreements with global
sustainability goals.

Public Health

Public health policies have also faced significant challenges under ITAs. Measures such as tobacco control
laws, pharmaceutical pricing regulations, and food safety standards have been contested by investors, citing
potential impacts on profitability. For instance, cases brought against countries for enacting plain packaging laws
for cigarettes or regulating hazardous chemicals illustrate how ITAs can impede governments' efforts to protect
public health. These challenges not only strain public finances but also undermine the state's capacity to prioritize
citizens' health over corporate profits.

Balancing Economic Interests and Human Rights Obligations

Balancing economic interests with human rights obligations within the framework of International
Investment Agreements (IIAs) is a complex yet critical challenge. While ITAs aim to attract foreign direct
investment (FDI) by protecting investor rights, they often impose restrictions on states' regulatory autonomy,
creating tensions between economic objectives and human rights commitments. Achieving a harmonious balance
requires rethinking the current structure of IIAs and ensuring that human rights considerations are integrated into
their provisions.

Economic Interests vs. Regulatory Autonomy

ITAs typically prioritize investor protection through provisions such as fair and equitable treatment,
protection against expropriation, and investor-state dispute settlement (ISDS) mechanisms. While these clauses
foster investor confidence and encourage capital inflows, they may constrain governments' ability to implement
policies addressing human rights concerns. For instance, labour laws, environmental regulations, and public health
initiatives may be challenged if perceived as violations of investor rights, often resulting in states amending or
withdrawing such policies to avoid costly disputes.

Human Rights Obligations in ITAs

States have an obligation under international law to protect, promote, and fulfil human rights. This
includes ensuring fair labour practices, protecting environmental sustainability, and safeguarding public health.
However, the lack of explicit human rights provisions in most IIAs creates a regulatory gap that allows investor
interests to overshadow social welfare considerations. The absence of mechanisms to assess human rights impacts
further exacerbates the problem, leaving vulnerable populations at risk of exploitation and marginalization.

Strategies for Balancing Interests

To achieve a balance, ITAs must be reformed to include explicit human rights clauses. These can take the
form of binding commitments to uphold labour standards, protect the environment, and ensure access to essential
services. Additionally, introducing transparency and accountability measures in ISDS mechanisms can help
mitigate the risk of corporate overreach. States should also adopt human rights impact assessments during the
negotiation and implementation of I1As to identify and address potential conflicts.

Provisions of ITAs and Their Impact on Human Rights

International Investment Agreements (IIAs) are designed to promote foreign direct investment (FDI) by providing
legal protections to investors. However, the provisions embedded in these agreements often have significant
implications for human rights, particularly when they limit states’ regulatory autonomy to address labor,
environmental, and public welfare concerns. Key provisions in ITAs, such as fair and equitable treatment (FET),
protection against expropriation, and investor-state dispute settlement (ISDS) mechanisms, influence the ability of
governments to meet their human rights obligations.

Fair and Equitable Treatment (FET)

The FET clause is a cornerstone of ITAs, ensuring that investors are treated fairly and consistently by host
states. While this provision fosters investor confidence, its broad interpretation by arbitral tribunals has
occasionally led to challenges against government policies aimed at safeguarding human rights. For example,
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labour reforms, public health initiatives, and measures to address social inequality have been contested on grounds
of violating the FET standard. This restricts states' capacity to implement policies that align with international
human rights commitments.

Protection against Expropriation

IIAs typically include provisions to protect investors against direct and indirect expropriation of their
assets. While protection against direct expropriation is reasonable, the expansive interpretation of indirect
expropriation has created challenges for governments implementing policies in the public interest. For instance,
regulations designed to ensure environmental sustainability or restrict harmful industrial practices have been
construed as acts of expropriation, leading to arbitration cases that impose financial and policy constraints on
states.

Investor-State Dispute Settlement (ISDS)

ISDS mechanisms allow foreign investors to directly sue host governments for alleged breaches of IIA
provisions. While ISDS ensures legal recourse for investors, it has been criticized for disproportionately favouring
corporate interests over public welfare. Public health measures, such as tobacco control laws and access to
affordable medicines, have faced challenges under ISDS, undermining states' ability to prioritize the health and
well-being of their citizens.

Impact on Human Rights

The lack of explicit human rights safeguards in most ITAs exacerbates the problem, leaving vulnerable
populations exposed to adverse outcomes. Labour rights, environmental protections, and access to essential
services often become secondary to investor interests, creating a regulatory imbalance that undermines social
justice and equity.

Trends in Balancing Economic Interests and Human Rights

The relationship between international investment agreements (IIAs) and human rights has been
characterized by a persistent tension, as governments and institutions strive to balance economic growth with the
protection of fundamental rights. Over the past few decades, this balancing act has undergone significant evolution,
shaped by global economic shifts, the rise of transnational corporations, and increasing demands for corporate
accountability. While economic interests, such as attracting foreign direct investment (FDI), have traditionally
dominated the discourse, the integration of human rights into investment frameworks is gaining momentum. This
trend is evident in the growing inclusion of human rights clauses in IIAs, the emergence of investor-state dispute
settlement (ISDS) reform initiatives, and the active role of international organizations and civil society in
advocating for human-centric economic governance.

A notable trend is the gradual incorporation of sustainability and human rights provisions into investment
treaties. Many new-generation ITAs include references to labor standards, environmental protection, and social
responsibility. For instance, agreements such as the Comprehensive and Progressive Agreement for Trans-Pacific
Partnership (CPTPP) and the European Union’s trade agreements often contain chapters on sustainable
development, emphasizing the importance of respecting human rights while pursuing economic growth. These
provisions reflect an acknowledgment that unchecked economic activities can have adverse impacts on local
communities, particularly in developing countries where regulatory frameworks may be weaker.

Reforms to the ISDS mechanism have also contributed to this evolving balance. Traditional ISDS systems
have been criticized for prioritizing investor rights over state sovereignty and public interests, often resulting in
states facing significant financial penalties for enacting human rights-focused regulations. In response, many
countries and regions are exploring alternatives, such as the establishment of standing investment courts or
mediation-based mechanisms, which aim to ensure a fairer balance between investor protection and the public
good. These reforms signify a shift toward making investment dispute resolution more transparent, equitable, and
aligned with international human rights norms.

The role of non-state actors, including civil society organizations (CSOs), advocacy groups, and
international bodies, has been instrumental in driving this balance. Campaigns highlighting the human rights
abuses linked to large-scale investments, such as land grabbing and environmental degradation, have pressured
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governments and corporations to adopt more responsible practices. Furthermore, the United Nations Guiding
Principles on Business and Human Rights (UNGPs) provide a comprehensive framework for integrating human
rights into corporate and state policies. Many multinational enterprises are increasingly adopting human rights due
diligence measures to mitigate risks associated with their investments, demonstrating a shift toward corporate
accountability.

Despite these positive developments, challenges remain in harmonizing economic interests and human
rights. Many IIAs still lack enforceable human rights provisions, and the power asymmetry between multinational
corporations and host states often limits the latter’s ability to safeguard public interests. Additionally, geopolitical
considerations and the race to attract FDI frequently lead states to compromise on human rights protections in
favour of economic incentives. The trend toward balancing economic interests with human rights reflects a growing
recognition of the need for sustainable and equitable development. While significant progress has been made,
achieving this balance requires continuous efforts, including revising existing treaties, strengthening regulatory
frameworks, and fostering global cooperation to ensure that economic growth does not come at the expense of
fundamental human rights.

Strengthening Human Rights Due Diligence in Investment Agreements

The integration of human rights due diligence (HRDD) into international investment agreements (IIAs) has
emerged as a critical tool for balancing economic interests with the protection of fundamental rights. HRDD refers
to the processes by which governments, investors, and corporations identify, prevent, mitigate, and account for
adverse human rights impacts linked to investment activities. As large-scale investments, particularly in sectors like
infrastructure, energy, and mining, often leads to significant social and environmental challenges, embedding
HRDD mechanisms in IIAs can help ensure that economic growth does not come at the expense of vulnerable
communities or the environment.

One approach to strengthening HRDD is incorporating legally binding human rights clauses into IIAs.
These provisions should require investors to conduct comprehensive assessments of potential human rights risks
before, during, and after project implementation. Such clauses could mandate transparency in reporting and
emphasize stakeholder consultations, particularly with affected communities. These measures not only enhance
accountability but also provide host states with legal recourse in the event of human rights violations, ensuring that
investors cannot operate with impunity. Another critical aspect is the adoption of standards aligned with
international human rights frameworks, such as the United Nations Guiding Principles on Business and Human
Rights (UNGPs) and the OECD Guidelines for Multinational Enterprises. These frameworks outline clear
expectations for businesses and states to respect human rights in all economic activities. For instance, requiring
investors to provide evidence of HRDD compliance during contract negotiations or renewal periods can help
enforce these standards.

Capacity-building initiatives are also essential for host states, particularly in developing countries where
regulatory frameworks may be weak or underdeveloped. Training programs and technical assistance can empower
government institutions to evaluate investment proposals effectively, monitor compliance with human rights
obligations, and hold investors accountable. These efforts should be complemented by mechanisms for affected
communities to access remedy and justice, such as grievance redressal platforms or arbitration bodies that
prioritize human rights considerations.

Finally, public-private partnerships can play a pivotal role in strengthening HRDD. Governments, civil
society organizations, and the private sector must collaborate to establish best practices and share knowledge on
integrating HRDD into investment agreements. By fostering a culture of accountability and mutual respect, these
partnerships can mitigate the risk of rights violations while ensuring sustainable development. Embedding robust
human rights due diligence measures within IIAs is an essential step toward harmonizing economic interests and
human rights obligations. A proactive and collaborative approach can create a framework where investments
contribute to inclusive growth without compromising human dignity or well-being.

CONCLUSION

The study “The Impact of International Investment Agreements on Human Rights: A Critical
Analysis of Balancing Economic Interests and Human Rights Obligations” underscores the inherent
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tension between the pursuit of economic growth and the need to uphold fundamental human rights. International
Investment Agreements (IIAs), while essential for fostering cross-border investments and economic development,
often prioritize investor protections over the social, environmental, and human rights of affected populations. This
imbalance has raised significant concerns, particularly in developing countries where weaker regulatory
frameworks leave communities vulnerable to exploitation and abuse.

The findings of this study highlight the evolving global landscape of ITAs. Increasingly, there is recognition
of the need to harmonize economic and human rights objectives. New-generation IIAs are beginning to incorporate
sustainability clauses, human rights due diligence requirements, and provisions for stakeholder engagement.
However, the majority of existing agreements lack enforceable mechanisms to ensure accountability for human
rights violations, perpetuating a power imbalance between states and investors. The reform of investor-state
dispute settlement (ISDS) mechanisms is a crucial step in addressing these issues, with many countries advocating
for transparency, equity, and the inclusion of human rights considerations in arbitration processes.

The study also emphasizes the critical role of state and non-state actors in promoting a human rights-
centric approach to investment governance. Governments must integrate human rights assessments into the
negotiation, implementation, and monitoring of IIAs. Civil society organizations and international bodies are
equally vital in advocating for marginalized voices, ensuring transparency, and holding corporations accountable.
The United Nations Guiding Principles on Business and Human Rights (UNGPs) and other international
frameworks provide a valuable foundation for embedding human rights in economic agreements. Achieving a
balance between economic interests and human rights obligations requires a multifaceted approach that combines
legal, institutional, and collaborative efforts. By embedding robust human rights protections into IIAs, fostering
global cooperation, and strengthening domestic regulatory frameworks, the international community can create a
sustainable model of investment that promotes economic growth while safeguarding human dignity and rights.
This study contributes to the growing discourse on reconciling these critical priorities, offering insights and
recommendations for future research and policy development.
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