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Rethinking Investors’ Duties under Investment Treaties through the
Lens of the EU Corporate Sustainability Due Diligence Directive

Abstract

The international investment law regime has witnessed increasing scholarly
scrutiny regarding the lack of substantive investor obligations under international
investment agreements (IIAs). Critics argue that while IIAs robustly protect foreign
investors through mechanisms such as investor-state dispute settlement (ISDS), they
seldom impose parallel obligations on investors to mitigate the negative externalities of
their activities in host states. Even in “new generation” IIAs that offer greater policy
space for host countries, provisions addressing investor conduct are typically limited to
non-binding references to corporate social responsibility, lacking enforceable standards,
legal consequences for non-compliance, or remedies for affected communities. This
imbalance reinforces structural asymmetries in international investment governance.

In parallel, in 2024, the European Union adopted the Corporate Sustainability
Due Diligence Directive (CSDDD), establishing a comprehensive legal framework that
mandates corporations to identify, prevent, and address actual or potential adverse
human rights and environmental impacts across their operations, subsidiaries, and
business partners within their supply chains. Notably, the CSDDD’s scope extends
beyond EU-based entities to include third-country companies whose business activities
substantially affect the EU market, thereby reflecting the directive’s extraterritorial
ambition.

This article argues that the CSDDD offers a compelling normative model for
integrating Environmental, Social, and Governance (ESG) obligations into investment
law. Although an EU directive, the CSDDD intersects with international investment
law by imposing binding obligations on transnational corporations engaged in cross-
border investment, extending due diligence requirements into their supply chains. This
development signals a shift toward holding corporations accountable for the broader
impacts of their investment activities. The article first surveys over 3,300 IIAs to
identify provisions that explicitly or implicitly address investor responsibilities, and
evaluates their effectiveness in remedying the normative deficiencies of the current
regime. It then provides a structured analysis of the CSDDD’s objectives, scope, and
interaction with international legal frameworks, especially investment law. Ultimately,
this study contributes to the evolving discourse on harmonizing international
investment with sustainable development. By reorienting regulatory focus from state-
centric obligations to corporate responsibilities—including those throughout supply
chains—the CSDDD introduces a novel framework capable of addressing long-
standing critiques of imbalance in global investment governance.

Keywords: International investment agreements, Investors’ duties and obligations,
CSR, CSDDD
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