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Annotation: Contemporary international investment law grapples with the fundamental 

challenge of harmonizing state regulatory autonomy with foreign investor protections. This complex 

interplay requires careful consideration of how to safeguard both sovereign rights and investment 

security within the international legal framework. The evolution of investment dispute resolution 

systems, particularly within ICSID arbitration, demonstrates the ongoing effort to achieve this balance. 

Bilateral investment treaties serve as crucial instruments in defining the scope of both state 

authority and investor protections. These agreements must navigate the delicate balance between 

preserving states' right to regulate in the public interest while maintaining a stable and predictable 

environment for foreign investment. 

Through careful analysis of existing mechanisms and emerging trends, this study proposes 

refined approaches to strengthen the investment dispute resolution framework. The recommendations 

focus on developing more nuanced methods to accommodate legitimate state regulatory actions while 

ensuring meaningful protection for foreign investors' rights, ultimately contributing to a more sustainable 

international investment regime. 
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Introduction 

The issue of state sovereignty and investor interests in international investment law has been studied by 

many scholars. Dolzer and Schreuer analyzed the fundamental principles of international investment 

law, revealing the system’s imperfections. Alvarez deeply studied mechanisms for protecting states' 

regulatory rights. Johnson and Sachs emphasized the need to revise investment law in the context of 

sustainable development goals. Gaillard analyzed the theoretical foundations of international arbitration 

and outlined directions for system reform. Among Uzbek scholars, Qo'chqorov analyzed national and 

international mechanisms for resolving investment disputes, while Rahmonov studied contemporary 

issues of the ISDS system[1]. 

The primary research objective is to analyze and identify ways to improve mechanisms for balancing 

state sovereignty and investor interests in resolving international investment disputes. To achieve this 

goal, it is necessary to identify the achievements and shortcomings of the existing international 

investment law system, study the scope of states’ regulatory rights, analyze investor rights protection 

standards, identify contemporary challenges of the ISDS system, and propose new mechanisms for 
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ensuring balance. 

This research contributes scientific novelty by conducting a comprehensive analysis of mechanisms for 

balancing state sovereignty and investor interests, proposing new approaches to ISDS system reform, 

determining the scope of states' regulatory rights based on modern arbitration practice, and developing 

new legal mechanisms for ensuring balance. Research results can be used in developing new-generation 

international investment treaties, improving national investment legislation, investment dispute 

resolution practices, and educational processes. 

Current development trends in international investment law require an increasingly balanced approach 

between countries. In the context of the COVID-19 pandemic, climate change, and geopolitical conflicts, 

states' regulatory rights have become even more critical. Simultaneously, the importance of foreign 

investments for global economic growth continues to increase. Improving mechanisms for balancing 

these two interests is crucial for the sustainable development of international investment law[2]. 

Methods 

In this research, several scientific research methods were employed to investigate mechanisms for 

balancing state sovereignty and investor interests in resolving international investment disputes. 

Legal analysis method was used to study the texts of the ICSID Convention and other international 

investment treaties, decisions of international investment arbitrations, and national legislative 

documents. Through the comparative legal method, the investment dispute resolution practices of 

various states, approaches of international arbitration institutions, and investment policies and legislation 

of developed and developing countries were compared. 

The systematic analysis method enabled a comprehensive study of investment dispute resolution 

mechanisms as a holistic system, a complex analysis of all stages of dispute resolution, and systematic 

examination of the interdependence of state and investor interests. Statistical analysis method was 

applied to analyze statistical data from ICSID and other arbitration institutions, quantitative indicators 

of investment dispute decisions, and statistical information on types of disputes and resolution methods. 

The case-study method was used to conduct in-depth analysis of specific important investment disputes, 

study arbitration decisions of precedential significance, and analyze successful and unsuccessful dispute 

resolution practices. The contextual analysis method allowed studying the economic, political, and social 

context of investment disputes, analyzing changes in the investment environment under globalization, 

and identifying factors influencing states' investment policies[3]. 

During the research process, extensive use was made of international and national legal documents, 

arbitration decisions and judicial practice materials, scientific literature and expert opinions, statistical 

data and reports, case-study materials, and other empirical data. The combination of methods enabled a 

comprehensive and in-depth study of the topic, the joint application of various methods ensured the 

reliability of the results, and the harmonization of theoretical and practical approaches increased the 

practical significance of the research. 

http://journals.academiczone.net/index.php/jiphr


JOURNAL OF INTELLECTUAL PROPERTY AND HUMAN RIGHTS 

http://journals.academiczone.net/index.php/jiphr 71 

 

 

Results 

The research findings revealed significant insights into the evolving landscape of international 

investment dispute resolution mechanisms. Analysis of arbitration cases and treaty practices 

demonstrated a clear trend toward more nuanced approaches in balancing state sovereignty with investor 

protections. The examination of ICSID arbitration decisions showed increased recognition of states' 

regulatory rights while maintaining core investor protections. Contemporary bilateral investment treaties 

increasingly incorporate explicit provisions acknowledging states' right to regulate in areas of public 

interest, including environmental protection, public health, and national security[4]. 

Investigation of recent dispute resolution practices highlighted the emergence of more sophisticated legal 

tests for determining legitimate regulatory measures versus disguised protectionist actions. The research 

identified key factors arbitral tribunals consider when assessing state measures, including the measure's 

purpose, proportionality, and relationship to legitimate policy objectives. Notable patterns emerged in 

how tribunals approach the assessment of indirect expropriation claims, with greater emphasis placed 

on distinguishing between compensable indirect expropriations and non-compensable regulatory 

measures. 

The study uncovered evolving approaches to interpreting fair and equitable treatment standards, with 

tribunals increasingly considering states' regulatory context and policy space. Analysis revealed growing 

acceptance of the role of public interest considerations in investment dispute resolution, particularly in 

cases involving environmental regulations or public health measures. The research also identified 

innovative procedural mechanisms being adopted to enhance transparency and legitimacy in investment 

arbitration, including increased acceptance of amicus curiae submissions and public access to 

proceedings. 

Examination of state practice showed the development of more detailed exceptions and carve-outs in 

investment treaties to preserve regulatory space while maintaining investor confidence. The findings 

indicated a shift toward more balanced treaty drafting, with explicit recognition of both investment 

protection and states' right to regulate. This evolution reflects growing awareness of the need to 

accommodate legitimate regulatory interests while maintaining an effective framework for investment 

protection[5]. 

Research outcomes demonstrated the emergence of more sophisticated approaches to interpreting 

investment treaties, with greater attention to systemic integration with other areas of international law, 

including human rights and environmental protection. The findings suggest a gradual transformation of 

investment dispute resolution toward a more holistic approach that better accommodates both state and 

investor interests. 

Discussion 

The findings demonstrate significant evolution in the approach to balancing state sovereignty and 

investor interests within international investment dispute resolution mechanisms. The observed trends 
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in arbitration decisions and treaty practice reflect broader changes in the international investment 

landscape, responding to growing concerns about the traditional investor-state dispute settlement system. 

The emergence of more nuanced approaches to interpreting investment protection standards marks a 

notable shift from earlier, more investor-centric interpretations. This development aligns with increasing 

recognition of states' legitimate regulatory interests and the need to preserve policy space for pursuing 

public welfare objectives. The trend toward more balanced treaty drafting and interpretation suggests a 

maturing of the international investment regime, moving beyond simple binary approaches to state-

investor relations[6]. 

The growing acceptance of public interest considerations in investment arbitration reflects broader 

changes in international law and policy. This evolution addresses longstanding criticisms about the 

system's perceived bias toward investor interests at the expense of legitimate state regulatory authority. 

However, the challenge remains in developing consistent and predictable criteria for distinguishing 

between legitimate regulatory measures and disguised protectionist actions. 

The increased attention to transparency and procedural legitimacy in investment arbitration represents a 

response to criticism about the system's democratic deficit. While these developments enhance the 

system's legitimacy, questions persist about their practical effectiveness in addressing stakeholder 

concerns. The research suggests that further refinement of these mechanisms may be necessary to 

achieve optimal balance. 

The observed shift toward more detailed treaty provisions and explicit recognition of regulatory rights 

indicates growing sophistication in investment treaty design. This development offers potential solutions 

for managing the tension between investment protection and state regulatory authority. However, the 

effectiveness of these new approaches remains to be fully tested in practice, particularly in contexts 

involving complex public policy challenges such as environmental protection and public health[7]. 

These findings point to the ongoing transformation of international investment law toward a more 

balanced and sophisticated system. While progress has been made in accommodating both state and 

investor interests, continued attention is needed to refine and improve existing mechanisms. Future 

developments in this field will likely require careful consideration of emerging challenges, including 

those related to sustainable development, climate change, and evolving global economic conditions. 

The research suggests that the future evolution of investment dispute resolution mechanisms will require 

continued innovation in both substantive and procedural aspects. This includes further development of 

clear criteria for assessing regulatory measures, enhancing transparency mechanisms, and ensuring 

effective protection of legitimate investor interests while preserving state regulatory authority. 

Conclusion 

The research demonstrates that international investment dispute resolution mechanisms are undergoing 

significant transformation in their approach to balancing state sovereignty and investor interests. The 

evolution of arbitration practice and treaty design reflects a growing recognition of the need to 
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accommodate both investment protection and legitimate state regulatory authority. 

This study has identified several key developments in the field, including more sophisticated approaches 

to treaty interpretation, enhanced recognition of public interest considerations, and innovative procedural 

mechanisms for improving transparency and legitimacy. These changes represent important progress in 

addressing longstanding concerns about the traditional investor-state dispute settlement system while 

maintaining effective investment protection. 

The findings suggest that future development of international investment law should continue to focus 

on refining mechanisms for distinguishing between legitimate regulatory measures and disguised 

protectionist actions. Further attention should be paid to developing clear and consistent criteria for 

assessing state measures while ensuring predictability for investors[8]. 

The research underscores the importance of maintaining flexibility in dispute resolution mechanisms to 

address emerging global challenges, including environmental protection, public health, and sustainable 

development. The observed trends toward more balanced treaty drafting and interpretation provide a 

foundation for future developments in this field. 

This study contributes to the understanding of how international investment law can effectively 

accommodate both state and investor interests. The findings support the conclusion that successful 

evolution of the investment dispute resolution system requires continued innovation in both substantive 

and procedural aspects, with particular attention to emerging global challenges and the need for 

sustainable economic development. 

Future research in this area should focus on evaluating the effectiveness of new approaches to treaty 

design and dispute resolution, particularly in addressing complex policy challenges. Continued 

monitoring and analysis of arbitration practice will be essential for understanding how these evolving 

mechanisms perform in practice. 

The transformation of international investment law toward a more balanced system represents an 

ongoing process that requires careful attention to both state and investor interests. This evolution is 

crucial for ensuring the continued effectiveness and legitimacy of international investment dispute 

resolution mechanisms in promoting sustainable global economic development. 
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