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THERE ARE GLOBAL CONCERNS THAT TOBACCO BRANDING

andpackaginghaveapowerfulroleas“silentsalesmen.”1

Several countries, including the United Kingdom and
Canada, have considered but not pursued regulation

torestrictbrandingandotherembellishmentsontobaccoprod-
ucts.The inevitabilityofaprotractedandexpensive legalbattle
with the tobacco industry, and the possibility that regulation
in this area may not survive legal challenge, have chilled inter-
est.TheUSFoodandDrugAdministration(FDA)hasproposed
placing stronger warnings and graphic images about tobacco-
related diseases on cigarette packages, although several major
tobacco companies have filed a lawsuit against the FDA alleg-
ing that mandatory placement of such warning labels is a vio-
lation of their First Amendment rights.

Australia has become the first country to pass legislation
mandating plain packaging of tobacco.2 Beginning Decem-
ber 1, 2012, all tobacco products must be sold in drab brown
packs that have prominent health warnings and are devoid
of graphic trademarks and other embellishments (FIGURE).
Wrangling in the courts is already under way, and the na-
ture of the legal challenges is becoming clear. The future of
Australia’s plain packaging mandate will turn on questions
in constitutional, trade, and investment law.

BritishAmericanTobacco,ImperialTobacco,JapanTobacco,
and Philip Morris each filed constitutional challenges in De-
cember 2011. These claims center on section 51(xxxi) of the
AustralianConstitution,whichallowsParliamenttomakelaws
with respect to “the acquisition of property on just terms.” In
general, thismeansthatownersofproperty thegovernmentac-
quiresareentitled tocompensation.Theconstitutionsofmany
countriescontainasimilar rule; in theUnitedStates, it appears
in the “takings clause” of the Fifth Amendment.

The term property in section 51(xxxi) has been inter-
preted broadly3 to include rights to intellectual property,4 such
as trademarks. The plain packaging mandate will substan-
tially restrict the rights of tobacco companies to use their marks,
thereby reducing the value of this property. The contestable
question is whether the mandate amounts to an “acquisi-
tion.” Under Australian constitutional law, an acquisition of
property has 2 elements: the government must obtain a pro-
prietary benefit, and there must be a corresponding relation-
ship between the gain of that benefit and the loss of property

rights.5 This is where the constitutional challenge is likely to
founder. The government will not use the tobacco trade-
marks, and it is unlikely to obtain proprietary benefits from
them, much less make gains that correspond to the tobacco
companies’ losses. Consequently, the plain packaging law does
not look vulnerable to this line of attack.

The primary objection to the plain packaging mandate un-
der international trade law relates to World Trade Organiza-
tion (WTO) rules governing intellectual property. These are
set out in the Agreement on Trade-Related Aspects of Intel-
lectual Property Rights (TRIPS), which is an integral part of
the WTO treaty that binds all 153 WTO members, including
Australia and the United States.

Thereare2main issuesrelatedtoTRIPS.Thefirst iswhether
WTO members must grant trademark owners a right to use
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their trademarks. Article 16.1 states that owners “have the ex-
clusive right to prevent all third parties not having the own-
er’s consent fromusing . . . identicalor similar signs.”Also re-
quiredunderTRIPS is that trademarks“maybeneitherdenied
registrationnor invalidated,”except inspecial circumstances.6

There is some contention that article 16.1 creates a positive
right forowners touse their trademarks.7,8 However, thatview
has no firm basis in the text of TRIPS. Moreover, a WTO dis-
pute settlement panel has emphasized that TRIPS “does not
generally provide for the grant of positive rights.”9 The plain
packaging law restricts the right of tobacco companies to use
their trademarks; it does not bar the companies from prevent-
ing others from using them, nor does it invalidate or deny the
registration of any trademark. This distinction may seem se-
mantic, but from a legal standpoint it is critical.

The second issue is whether TRIPS permits WTO mem-
bers to restrict the use of trademarks for the purpose of pro-
tecting public health. Article 20 of TRIPS provides that trade-
mark use “shall not be unjustifiably encumbered,” without
specifying what types of encumbrance are justifiable. Never-
theless, article 8.1 states that members may adopt “measures
necessary to protect public health,” provided such measures
are consistent with TRIPS. Moreover, the WTO Ministerial
Conference has affirmed that TRIPS “does not and should not
prevent Members from taking measures to protect public
health.”10 In sum, encumbrances on trademarks that are de-
signed to protect public health are unlikely to breach TRIPS.
This bodes well for the legality of a plain packaging mandate.

Nearlyall countriesenter investmentprotectionagreements
with other countries, typically in the form of bilateral invest-
ment treaties andpreferential tradeagreementscontaining in-
vestmentprovisions.Australiahas26suchagreements in force
and the United States has 54. In November 2011, Philip Mor-
ris Asia Limited filed a claim against Australia under the
Australia–HongKongbilateral investment treaty, alleging that
theplainpackaging lawexpropriates intellectualproperty. (In
a remarkable move, this Hong Kong–based subsidiary of the
Philip Morris conglomerate purchased a 100% stake in Philip
Morris [Australia] Limited only months before the legislation
was introduced, presumably to pave the way for this claim.)

Of all the looming legal challenges, investment protection
claims are the most difficult to dismiss. Disputes over invest-
ment treaties are adjudicated by tribunals staffed by a shifting
castofarbitrators.Previousdecisionsdonothavebindingforce
onfuturedecisions.UnlikeWTOdisputes,whichmustbecom-
menced by WTO members, private investors may litigate per-
ceivedbreachesofmostinvestmentprotectionagreements.Thus,
outcomes in this setting may be somewhat unpredictable.

Nonetheless, Australia’s plain packaging law appears to be
on fairly solid ground under international investment law. In
adjudicating previous expropriation claims, tribunals have out-
lined a series of relevant considerations, including whether
the government has acquired the investor’s property rights,9

whether the interference with those rights is proportionate to
a public interest objective, the degree and duration of the in-

terference, and the legitimate expectations of investors.10 Al-
though the plain packaging law will interfere with investors’
rights, and do so indefinitely, the law measures up quite well
against theotherconsiderations.For instance, the serioushealth
risks associated with smoking make it likely the law will be
judged proportionate to the objective of protecting public
health. In addition, Australia’s long history of progressively
sterner tobacco regulation—including ending the use of “light”
and “mild” labels and mandating graphic health warnings in
2006—make arguments that tobacco company investors had
legitimate expectations of unfettered use of their trademarks
difficult to maintain.

The stage is set for some spirited legal battles over tobacco
packaging. In theUnitedStates, litigationwill testwhether the
FDA’sattempttoimposegraphicwarninglabelsviolatesconsti-
tutionalprotectionofcommercialfreespeech.Inglobalmarkets,
wheremorethan20othercountriesalreadyrequiregraphicwarn-
ings, the leadingedgeof labeling regulation is the requirement
thatsuchwarningsappearagainstastandarddrabbackground.
Australia has emerged as a proving ground for this next step.

BeforeAustralia’s legislationwasfinalized, thetobaccoindus-
try had launched a multimillion dollar public relations cam-
paignopposingthelaw.Thepublicrelationsandlitigationstrat-
egiesareintertwined:forexample,theindustry’sadvertisements
havedeclaredthatthegovernment’sinitiativewillwastetaxpayers’
moneybymiringthegovernment incostly litigation.However,
theAustraliangovernmenthasgoodprospectsofwinning this
legalbattle.Itwillbeworthwatchingdevelopmentsfromabroad,
notleastbecausemostofthelegalquestionsresemblethoselikely
to confront plain packaging initiatives elsewhere.
Conflict of Interest Disclosures: Both authors have completed and submitted the ICMJE
Form for Disclosure of Potential Conflicts of Interest and none were reported.
Funding/Support: Dr Studdert was supported by a Federation Fellowship from the
Australian Research Council.
Role of the Sponsors: The funder had no role in preparation of the manuscript or
decision to publish.
Additional Contributions: We thank Melanie Wakefield, PhD, Cancer Council Vic-
toria, for helpful comments on an earlier draft of this article. She did not receive
compensation for her contribution.

REFERENCES

1. The role of the media in promoting and reducing tobacco use: tobacco control
monograph 19. National Cancer Institute. http://cancercontrol.cancer.gov/tcrb
/monographs/19/monograph19.html. Accessed September 1, 2011.
2. The Tobacco Plain Packaging Act 2011. Parliament of Australia. http://www
.comlaw.gov.au/Details/C2011A00148. Accessed December 22, 2011.
3. Minister of State for the Army v Dalziel (1944), 68 CLR 261.
4. Australian Tape Manufacturers Association Ltd v Commonwealth (1993), 176
CLR 480.
5. Mutual Pools and Staff Pty Ltd v Commonwealth (1994), 179 CLR 155.
6. Paris Convention for the Protection of Industrial Property: article 6quinquies
(B) [which is incorporated into TRIPS by TRIPS Article 2.1]. http://www.wipo.int
/treaties/en/ip/paris/trtdocs_wo020.html. Accessed December 22, 2011.
7. Gervais D. Analysis of the compatibility of certain tobacco product
packaging rules with the TRIPS agreement and the Paris convention. Japan To-
bacco International. http://www.jti.com/documents/corp_reponsibility
/16e56b87d2814d84acdd3a75e9d7e689/Gervais.pdf. Accessed September 1, 2011.
8. Kerr C, Shanahan D. Cuba fumes over tobacco packaging law. The Australian.
November 14 2011.
9. Complaint by Australia: report of the panel [WTO Doc WT/DS290/R]. Euro-
pean communities: protection of trademarks and geographical indications for ag-
ricultural products and foodstuffs. Adopted April 20, 2005.
10. World Trade Organization Ministerial Conference: declaration on the TRIPS
agreement and public health [WTO Doc WT/MIN(01)/DEC/2]. Adopted Novem-
ber 14, 2001.

VIEWPOINT

262 JAMA, January 18, 2012—Vol 307, No. 3 ©2012 American Medical Association. All rights reserved.

  

http://jama.ama-assn.org/

