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PREFACE

We are delighted to set before you the 2020 Special Edition of the WIPO-WTO Colloquium Papers, the eleventh in this series.

This peer-reviewed scholarly journal has been published jointly by our two organisations each year since its creation in 2010.
It provides a uniquely representative and diverse showcase for emerging IP scholarship from across the globe and the journal
aims to stimulate analysis and debate on intellectual property (IP) issues, particularly of interest to developing countries. It
offers an avenue for the dissemination of a broader and more geographically diverse and representative range of scholarship
than is common in much of the academic literature on IP law and policy. The past ten annual editions, and two regional
editions, have included contributions from over 150 scholars from 64 countries around the world.

The past editions of the Colloquium Papers drew together research papers presented for peer review at the WIPO-WTO
Colloquium for IP teachers and researchers held annually in Geneva. The onset of the COVID-19 pandemic led to the
postponement of the Colloquium scheduled for 2020. However, we were keen to continue to support and recognize
scholarship in a year when IP law and policy issues are more topically relevant and crucial than ever before.

This led to a call for papers for this 2020 Special Edition of the Colloquium Papers. We invited the colloquium alumni to
submit current research papers on three topical themes:

- IP law, policy, and practice in responding to a global health crisis,

- IP, emerging technologies, and the challenges and opportunities of the digital environment, and

- rethinking IP and development: past lessons and new directions for IP law and policy in the framework of the UN
Sustainable Development Goals.

We were most impressed by the enthusiastic response to this call for papers and the high-quality research work that the
alumni community was able to provide during this challenging period. Our eminent Editorial Board and a diligent editorial
team have together ensured the high quality of the papers selected for this edition. Some 22 scholars from five continents
have produced wide range of thoughtful and timely analyses of IP policy and legal issues, such as the impact of the digital
environment on the IP system, the role and ramifications of IP on access to medicine and public health during the COVID-19
pandemic, sustainable development and the interface between IP and competition policy, the relation of IP to wider policy
and governance issues including economic management and the economy, and specific issues relating to enforcement and
asset management.

Producing this Special Edition has been a team effort, and we gratefully acknowledge the contributions of all who worked
together —in trying circumstances — with dedication and collegiality. We applaud the work of the team of student editors led
by Professor Yogesh Pai, and the work of many colleagues within WIPO and the WTO Secretariat — notably, the WIPO
Academy and the WTO IPD — who have brought this publication to fruition. We also owe a particular debt of gratitude to the
Editorial Board and the editors of the Colloquium Papers. They have been instrumental and indispensable to ensure an
engaged, academically sound, and readable source of cutting-edge IP scholarship from an impressive group of emerging
scholars from across the developing world.

7 M Buadley

-
Joe Bradley Antony Taubman
Officer-in-Charge Director
WIPO Academy Intellectual Property, Government Procurement and
World Intellectual Property Organization Competition Division

World Trade Organization
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1. COVID-19, TEXT AND DATA MINING AND
COPYRIGHT: THE BRAZILIAN CASE *

Allan Rocha de Souza**

ABSTRACT

The COVID-19 pandemic has intensified the importance
of text and data mining (TDM) techniques and tools,
which are behind several key applications in the fight
against SARS-CoV-2. As such, this paper discusses the
importance of TDM tools in scientific and technological
innovation, as well as how such technologies, which
depend heavily on open access and circulation of
information, are affected by current copyright protection
on databases, especially in developing countries, taking
Brazil as an example. To this end, the paper uses
bibliographic and documental sources where TDM played
a crucial role in research on the pandemic and in
combatting disinformation. The work begins with an
introduction on TDM, databases, and machine learning
technologies, their applications, and their importance for
innovation and for scientific and technological
innovation. Next, it discusses the nature of database
protection via copyright and its implications for the
development of data-intensive research and
technologies, as well as the role of limitations and
exceptions in this process, as illustrated by recent
initiatives taken by several countries. The authors

conclude that, as it stands, copyright protection of

* This paper is part of a large research project on Copyright, Right of
Access and Innovation, which has been partially funded by the Brazilian
Copyright Institute (IBDautoral), the Arcadia Right to Research in
International Copyright Project, and the National Institute of Science and
Technology (INCT) Proprietas, together with CAPES, CNPq, and FAPERJ.
** Allan Rocha holds a PhD on Cultural Rights and Copyright (UERJ, 2010)
and is currently a Copyright Professor at the Graduation Program on
Public Policy, Strategies and Development and the Civil Law and
Humanities Department of the Federal University of Rio de
Janeiro (PPED/UFRIJ), (DDHL/ITR/UFRRJ). He also teaches Copyright of the
IP Specialization Course at Pontificia Universidade Catdlica (PUC-RJ). He is
the Vice Coordinator of the National Institute of Science and
Technology (INCT) Proprietas, Scientific Director of the Brazilian Copyright
Institute (IBDautoral), a copyright consultant at Fundagdo Oswaldo
Cruz (FIOCRUZ), and a lawyer. This article was co-authored by Luca Schirru
and Miguel Alvarenga.

*** Luca Schirru holds a PhD on Artificial Intelligence and Copyright from
the Graduation Program on Public Policy, Strategies and Development of

databases creates extraordinary obstacles to the access
and use of data for research. In addition, we suggest that
the promotion of limitations and exceptions in this area
is central to the scientific development and innovation,
for reducing the technological gap between countries
and, specifically, for the success of the fight against this

and other pandemics.

Keywords: copyright, text and data mining, databases,

limitations and exceptions, COVID-19.

1. INTRODUCTION

The use of systematic techniques of data collection and
analysis as an important element in the construction of
scientific knowledge is not a recent phenomenon. In the
18t century, philosopher and theologian Joseph Priestley
was already making extensive use of quantitative and
qualitative constellations of data and data sets to
substantiate his research.! Similarly, a century later, Ellen
Garvey presented the book 'American Slavery As It Is:
Testimony of a Thousand Witnesses' as an example of a
product resulting from a systematic and meticulous
process of collecting, organizing, correlating, and
presenting data, following a specific purpose and

narrative.?

Likewise, while data has always been seen as an
important resource, it was already produced in too large

a scale and pace to be used to its full potential, often

the Federal University of Rio de Janeiro (PPED/UFRJ) and is currently an
Arcadia Post-doctorate Fellow in International Copyright of the
Information Justice and IP Program and an LLM candidate on IP and
Technology at Washington College of Law, American University.
Additionally, he teaches Copyright of the IP Specialization Course at
Pontificia Universidade Catdlica (PUC-RJ). He is a lawyer and the
incumbent  Executive Director of the Brazilian Copyright
Institute (IBDautoral).

**%* Miguel Alvarenga is a PhD candidate at the Graduation Program on
Public Policy, Strategies and Development of the Federal University of Rio
de Janeiro (PPED/UFRJ). Besides being a lawyer and research fellow at the
Brazilian Copyright Institute (IBDautoral), he is working on the thesis ‘Data
and Text Mining and Copyright’.

1 Rosenberg D, ‘Data before the Fact’ in Lisa Gitelman, Raw Data is an
Oxymoron (The MIT Press 2013) 15-40.

2 Garvey EG, 'facts and FACTS': Abolitionists’ Database Innovations’ in Lisa
Gitelman, Raw Data is an Oxymoron (The MIT Press 2013) 89-102.


https://ibdautoral.org.br/
http://proprietas.com.br/site/sobre/#instituto
http://www.ppgduerj.com/
https://www.ie.ufrj.br/pped-apresentacao.html
https://itr.ufrrj.br/portal/departamentos/ddhl/corpo-docente/
https://cce.puc-rio.br/sitecce/website/website.dll/folder?nCurso=direito-da-propriedade-intelectual&nInst=cce
https://portal.fiocruz.br/fundacao
https://www.ie.ufrj.br/pped-apresentacao.html
https://cce.puc-rio.br/sitecce/website/website.dll/folder?nCurso=direito-da-propriedade-intelectual&nInst=cce
https://ibdautoral.org.br/
https://www.ie.ufrj.br/pped-apresentacao.html
https://ibdautoral.org.br/
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requiring the employment of special analysis techniques
to obtain results 'by approximation' (e.g., filtering,
selection, and sampling). The main difference is that
today, with the improvement of information and
communication technologies, it has become possible to
analyze vast amounts of data in real-time and obtain
results at previously unseen levels of completeness and

granularity.3

This scenario presents unique challenges for all countries,
especially for developing ones, which tend to lack the
necessary regulatory and institutional structures to
thoroughly undertake the opportunities for research and
innovation at present. In this context, the present study
highlights the circumstances in Brazil in the hope of
offering insight on the way developing countries might
respond and avoid deepening the existing technological
and knowledge gap. To this end, the work focuses on
three main topics. Firstly, it looks into use and importance
of text and data mining (TDM) tools for research and
innovation. Secondly, it explores how current copyright-
database protection impacts innovation and the struggle
against the pandemic. Finally, it discusses the importance

of copyright limitations and exceptions in this aspect.

To that end, the present paper begins by bringing forth
selected cases from Brazil to illustrate the scientific and
social importance of data-intensive technologies in the
struggles against the COVID-19 pandemic and the spread
of disinformation. It then provides a brief analysis of TDM
technologies, their role in developing and operating Al
systems, and how access to databases and other source
materials are crucial in data analysis. We go on to observe
the multi-layered protection afforded by the current
copyright law structure over databases and the obstacles

it presents to data-intensive innovation. Finally, before

3 Martens B, 'The importance of data access regimes for artificial
intelligence and machine learning' (2018) Digital Economy Working Paper
2018-09, JRC Technical Reports, 6-7
<https://ec.europa.eu/jrc/sites/default/files/jrc114990.pdf>  accessed
20June 2021; Dean J, Big Data, Data Mining, and Machine Learning:
Value Creation for Business Leaders and Practitioners (1t edn, Wiley 2014)
11-14.

4Chen H, Chiang R, Storey V, ‘Business Intelligence and Analytics: from Big
Data to Big Impact’ (2012) 36 (4) MIS Quarterly: Management Information

concluding, the work stresses the role of copyright
limitations and exceptions in TDM and their
implementation in developed countries, as well as Brazil’s
current position regarding the matter, highlighting the
need for developing countries to respond to current
technological demands and bridge the divide in

worldwide technological innovation.

2. SOCIAL VALUE AND INNOVATION IN DATA USE:
EXAMPLES FROM BRAZIL

The possession and use of large amounts of data is
currently seen by governments, businesses, and non-
commercial entities as a valuable tool in innovation.
These resources have been playing an increasingly vital
role in several fields such as helping improve decision-
making in the development of new technologies and
providing support for faster, better, and novel scientific
research. In the field of health, data resources have
helped introduce improved medical diagnostics and
genetic sequencing techniques to better understand

various diseases.*

In the latter case, Brazil presents a recent example of how
data-driven genetic research has been of valuable
assistance during the COVID-19 pandemic. As the first
cases of the disease were found in the country, a team of
researchers from the Adolfo Lutz Institute and the
University of Sdo Paulo managed, in just 24 hours, to
conduct a sequencing of the samples collected and
discern the regions of origin of the virus, by analyzing the
history of mutations seen in the organisms found in the
samples and combining it with the observation of patient
travel records, with the help of genetic data globally
shared via the GISAID Platform.> The said platform

provides royalty-free access to its genetic database while

Systems, 1168-1172 <https://www.jstor.org/stable/41703503> accessed
20 June 2021; Dean J (n 3) 3-5.

5 Goes de Jesus J, et al., 'Importation and early local transmission of
COVID-19 in Brazil’ (2020) 62 Journal of the Sdo Paulo Institute of Tropical
Medicine
<https://www.scielo.br/j/rimtsp/a/ZXhgyfréNznSjTFTfsbdsND/abstract/?
lang=en> accessed 20 June 2021.
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creating simple rules for acknowledging the original
creators of the data and restricting its usage by third

parties.®

Such findings had several practical implications. Firstly,
they suggested that the genomes analyzed presented
variations in relation to the Chinese strain meaning that,
at the time, the virus was already being internally
transmitted in Europe, which pointed out possible
locations for the implementation of travel restriction
measures.” More importantly, however, was the second
implication: according to two of the main researchers of
the study, successfully performing these sequencing
methods  constituted a crucial step towards
understanding the main characteristics of the pathogen
and how much it mutated — which was essential for

developing effective treatments and vaccines.®

Another area where intensive data analysis proves itself
increasingly useful is journalism, especially when it comes
to fact-checking and combatting disinformation. In Brazil,
multiple fact-checking and news agencies have made
consistent efforts to verify content produced in social
media and other outlets. In Brazil, the G1 Portal, owned
by Globo — one of the largest media conglomerates in the
country — has an entire section dedicated to this activity,
called 'Fato ou Fake' ('Fact or Fake', in Portuguese). There,
teams from different forms of media (e.g., radio,
television, magazines, and the internet) collaborate in a
joint effort to quickly obtain confirmation on content

veracity.?

6 GISAID, ‘Terms of Use’ <https://www.gisaid.org/registration/terms-of-
use/> accessed 20 June 2021.

"Toledo K, ‘Sequenciamento identifica genomas diferentes nos dois casos
brasileiros de coronavirus’ USP Newspaper (3 December 2020)
<https://jornal.usp.br/ciencias/ciencias-da-saude/sequenciamento-
identifica-genomas-diferentes-nos-dois-casos-brasileiros-de-
coronavirus/> accessed 6 September 2021.

8 Brazilian Ministry of Health, ‘Sequenciamento do coronavirus possibilita
o desenvolvimento de vacinas’ Blog da Saude (2020)
<https://web.archive.org/web/20210309015721/http://www.blog.saud
e.gov.br/index.php/perguntas-e-respostas/54104-confira-a-entrevista-
sobre-o-sequenciamento-do-coronavirus> accessed 9 June 2021.

° Globo, G1 ‘Gl langa Fato ou Fake: novo servico de checagem de
contetdos suspeitos <https://g1.globo.com/fato-ou-

Another Brazilian example is Aos Fatos ('To the Facts', in
Portuguese), which has a Radar based on algorithms
constantly curated by linguists. The software collects
publications and posts on several media such as
WhatsApp, Facebook, YouTube, and others, looking for
keywords that match content which is typically
associated with false information on several topics,
including those related to the COVID-19 pandemic.1® The
agency then verifies the information and grades it from
1 (most unreliable) to 10 (most accurate or reliable).1t
The agency also has a bot on Twitter, called Fatima,
dedicated to debunking false information on the platform

that the agency has already checked.12

Despite all the clear advances, the mere possession of
data is insufficient to make such projects viable. This is
because raw data when considered in isolation, has no
intrinsic meaning or utility in itself since the information
that is sought is only revealed when data is adequately
contextualized and interpreted.’3 In other words, the
great value currently attributed to data depends on its
being processed by sophisticated collection and analysis
tools capable of sifting through all that content and

making sense of it.14

3. TEXT AND DATA MINING, Al, AND DATABASES

A crucial part of the above-mentioned process involves
the use of text and data mining (TDM), which is defined
as the set of techniques dedicated to finding patterns of
interest from large amounts of data in a complex process
of information collection. The analysis begins by the

selection, cleaning, and integration of the relevant data

fake/noticia/2018/07/30/g1-lanca-fato-ou-fake-novo-servico-de-
checagem-de-conteudos-suspeitos.ghtml> accessed 9 June 2021.

10 Aos Fatos, ‘Radar’ <https://www.aosfatos.org/radar/#!/> accessed
9 June 2021.

n Aos Fatos, ‘Nosso Método’
<https://web.archive.org/web/20210510104827/https://www.aosfatos.
org/nosso-m[%C3%A9e]todo/> accessed 9 June 2021.

12 Aos Fatos, ‘Fatima’<https://twitter.com/fatimabot> accessed
5 June 2021.

13 Rowley J, ‘The wisdom hierarchy: representations of the DIKW
hierarchy’ (2007) 33 (2) Journal of Information Science, 170-171
<https://journals.sagepub.com/doi/abs/10.1177/0165551506070706>
accessed 20 June 2021.

14Dean J (n 3) 4-5.
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into a single location and converted into an intelligible
format. Then TDM is applied to find correlations and
patterns from which a variety of information can be
extracted and evaluated by the analyst or by the

machine, and then presented to the user.1>

With the increase in computing power and the ever-
growing production of data seen today, it follows that the
amount of data one has to work with usually demands
processing power that far exceeds what human beings
can achieve, making it unfeasible to operate a large
database or mine its contents without proper assistance.
The use of artificial intelligence (Al) systems is to assist in
these tasks — instead of letting the Al systems perform
entirely on their own — is therefore on the increase,
through a so-called machine learning process. Machine
learning refers to the use of procedures and techniques
that enable a machine to process information and, as the
name suggests, learn from it, extracting information that
will serve as a basis for task-solving and pursuing assigned

objectives in a flexible way.1¢

The use of machine learning has been advocated to
address several issues, including the COVID-19 pandemic.
Recent publications propose using Al systems in the
formulation of predictive models of case growth!” as well
as for developing new medication!® and diagnosing
methods for COVID-19, be it through information
analysis!® or imaging.?° In Brazil, Aos Fatos demonstrates
that, when vast quantities of data are produced and

replicated every second, sorting through what is true or

15 Han J, Pei J, Kamber M, Data mining: concepts and techniques (Elsevier
2011) 7; Kroenke DM, et al., Database Concepts (8™ ed., Pearson 2016)
493; Kelleher J, Tierney B, Data Science (MIT Press 2018) 241-242.

16 samuel AL, ‘Some Studies in Machine Learning Using the Game of
Checkers’ (2000) 4 (1/2) IBM Journal of Research and Development, 207-
226; Kaplan A, Haenlein M, ‘Siri, Siri, in my hand: Who's the fairest of the
land? On the interpretations, illustrations, and implications of artificial
intelligence’ (2018) 62 Business Horizons, 15-25.

17 Marni M, Chokani N, Abhari RS, ’COVID-19 Epidemic in Switzerland:
Growth Prediction and Containment Strategy Using Artificial Intelligence
and Big Data’ (2020) medRxiv
<https://www.medrxiv.org/content/10.1101/2020.03.30.20047472v2>
accessed 20 June 2021.

8 Ho D, ‘Addressing COVID-19 Drug Development with Artificial
Intelligence’  (2020) 2 (5) Advanced Intelligent  Systems
<https://onlinelibrary.wiley.com/doi/full/10.1002/aisy.202000070>
accessed 20 June 2021.

false as well as signaling incorrect content that re-
appears regularly, can be quite a challenge for a human
team of experts to do consistently. The use of Al
algorithms, e.g., the ones operating the Radar has

become increasingly important in fact-checking.

On the other hand, while Al and algorithms are generally
capable of rapidly processing unimaginable amounts of
data, they do not have the same sophistication of thought
that humans possess. Machine-learning tools usually
require millions of inputs in order to apprehend simple
information that an ordinary person would be able to
gather in no more than a glance.?! The selection and
classification of large amounts of data are ,therefore,
crucial for an algorithm to learn and achieve the intended
results of its operation.22 Drawing on the work of Russel
and Norvig,23 it is possible to assert that data is a central
element today in the operation and training of Al
systems, assuming its position as a key player in data
analysis which was once exclusively attributed to the

algorithm.

It should be noted, therefore, that the Al itself is but one
part of the architecture that makes text and data mining
possible. One must also consider several other
components such as the servers responsible for searching
for relevant data, the knowledge base that informs the
parameters to be used in the processing, search and
evaluation of patterns, the user interface, and, most
importantly, the sources of the data that is collected

which is usually stored in databases.?*

19 de Moraes Batista AF, et al., ‘COVID-19 diagnosis prediction in
emergency care patients: a machine learning approach’ (2020) medRxiv
<https://www.medrxiv.org/content/10.1101/2020.04.04.20052092v1>
accessed 20 June 2021.

20 Wang$S, et al.,’A deep learning algorithm using CT images to screen for
Corona Virus Disease (CovID-19) (2020) medRxiv
<https://www.medrxiv.org/content/10.1101/2020.02.14.20023028v5>
accessed 20 June 2021.

21 Martens B (n 3) 3.

22 Drexl J, et al., 'Technical Aspects of Artificial Intelligence: An
Understanding from an Intellectual Property Law Perspective' (2019) Max
Planck Institute for Innovation and Competition Research Paper No. 19-
13 <https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3465577>
accessed 20 June 2021.

2 Russel S, Norvig P, Artificial Intelligence (Regina Célia Simile tr, 3 ed,
Elsevier 2013) 25.

24 Han J, Pei J, Kamber M (n 15) 7-9.
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In a digital format, databases can be defined as structures
created out of information collected from various
sources. In practical terms, their purpose is to allow the
collected data to be preserved and accessed in a more
organized fashion, enabling various pieces of information
to be effectively cross-referenced. Such organization
includes the creation and storage of metadata and
indexes, as well as descriptions of the applications used.
These groupings or collections of data and metadata are
part of a large system that includes computer software
dedicated to creating, processing, and administering
these databases — which comprise the database
management system (DBMS): the applications that work
as an interface between users and the DBMS, and the

users themselves.2®

Databases play a key role in the architecture of data
collection and analysis, serving two primary purposes:
first, as points of origin for extraction, query, and
operational activities, and secondly, as data warehouses
i.e. points of destination where all the data collected from
multiple sources are reunited, so that its contents can be
adequately modeled and prepared for the upcoming
analysis, and the results of data mining can be stored for
future cross-referencing.26 The assembly, acquisition, and
maintenance of large databases are, therefore, vital
components within the framework that is built to make
data mining possible.

4. MULTIPLE LAYERS OF PROTECTION:
REGULATORY OBSTACLES TO DATA USE

While several organizations largely see the collection and
possession of large quantities of data as a crucial asset for

improving their activities, it is also true that the process

25 Kroenke DM, et al. (n 15) 3-32.

26 Han J, Pei J, Kamber M (n 15); Kroenke et al. (n 15) 492-494; Kelleher J,
Tierney B (n 15) 8-9.

27 Dean J (n 3) 12.

28 Stucke ME, Grunes AP, ‘Debunking the Myths Over Big Data and
Antitrust’ (2015) (2) CPI Antitrust Chronicle, 3.

2% Ostrom E, Hess C, 'Private and Common Property Rights' (Workshop in
Political Theory and Policy Analysis, Indiana University 2007) 9; Coriat B,

of building and maintaining databases is often “messy”,
demanding considerable investment of time, technical
resources, and, more importantly, financial and human
capital.?’ It should, therefore, come as no surprise that
certain rights holders regard this as an incentive to seek
the limiting or constraint of access to their databases, so
as to prevent third parties from using the contents of

such databases without authorization.28

This usually stems from the understanding that data, as a
set of abstract representations, is non-rival (their
consumption does not prevent subsequent use by third
parties) and, in theory, 'non-excludable' (controlling and
restricting their acquisition would be very difficult or
impossible).2® This peculiar nature of data would in turn
mean that simply copying a database from elsewhere
would cost much less than creating a new one, leading to
possible underinvestment. Such a concern would lead to
the adoption of institutional measures, at national and
global levels, aimed at mitigating the issue.3° One such
measure was the insertion of databases and their content
into an institutional-technical system of intellectual-
property rights protection that operates, according to
Estelle Derclaye, in three main 'layers': copyright,
technological  protection  measures, and anti-

circumvention measures.3!

At the first layer, since the introduction of the Agreement
on Trade-Related Aspects of Intellectual Property
Rights (TRIPS) in 1994, collections of data have been
globally granted, alongside computer programs, the
status of protected works under copyright law, and any
protected works contained inside these repositories
retain their protection as well. Even before that, Brazil
already had a similar provision for databases at the time

under the Brazilian Copyright Act of 1998 (Article 7, XllI

'From Natural-Resource Commons to knowledge Commons: Common
Traits and Differences' (International Seminar on Property and Commons:
new issues of shared access and innovation, Sorbonne 2013) 13.

30 Wu T, 'Law and Economics of Information' in Parisi F, The Oxford
Handbook of Law and Economics (Vol. 2, Oxford Handbooks 2017) 4;
Derclaye E, The Legal Protection of Databases: A Comparative Analysis
(Edward Elgar 2008) 35.

31 Derclaye E (n 30) 196.
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and § 2) along with the inclusion of software in the scope

of copyrightable products (Article 7, XII).

Here, one specific consideration must be made: in all
cases mentioned above, copyright law only applies to
databases when their content is selected or arranged in a
manner that constitutes intellectual work. In other
words, they must be sufficiently new or 'distinguishable’,
bringing something so original that they could not be
mistaken for other works of the same genre.32 This is not
the case with most digital databases, which usually serve
to store content automatically, following standardized
methods of collection and organization of content. There
are three reasons for this: first, because the value of that
data comes from the inferences drawn from it, not from
its arrangement (as seen earlier); second, because the
selection criteria for data collection is often purely
quantitative ('the more, the better'), and lastly, because
it is natural that such databases prefer to adopt specific
storage and organization standards for reasons of

accessibility and compatibility.33

Regardless, the protection afforded by copyright law to
databases has two implications: first, while many
databases will not satisfy the legal criteria for protection,
some will — and that means accessing and using their
content will require previous and express authorization
from the rights holders, even if the said content is
comprised entirely of unprotected material (such as
public information or just raw data). Secondly, as stated
above, protected works inside a database retain their
respective rights independently which means that using
them still requires permission from the owner of each

piece. If Lawrence Lessig had indicated the inherent

32 Borges Barbosa D, ‘A nogdo de Originalidade e os Titulos de Obra, em
particular, de Software’ (2005)
<http://denisbarbosa.addr.com/originalidade.pdf> accessed 9 June 2021.
33 Derclaye E (n 30) 45; Truyens M, van Eecke P, ‘Legal aspects of text
mining’ (2014) 30 Computer Law & Security Review, 163-164; Banterle F,
Data ownership in the data economy: a European dilemma. EU Internet
Law in the digital era (edited volume based on the REDA 2017 conference,
Springer 2018, forthcoming) 5.

34 Lessig L, Free Culture: How Big media uses technology and the law to
lock down culture and control creativity (The Penguin Press 2004) 103.

35 Bechtold S, 'Digital Rights Management in the United States and Europe’
(2004) 52 The American Journal of Comparative Law.

difficulty of locating and negotiating with every rights
holder in a simple collection of films featuring one
artist,34 this would elevate to impossibly high levels once
we consider that data analysis usually covers an
enormous quantity of data — and, quite possibly, of
protected works and owners as well. Last but not the
least, substantial amounts of the data, including
metadata, are either public, of public interest or outside
the purview of intellectual property (IP). That being said,
the reality of information technology has led to efforts in
creating systems dedicated to controlling and restricting,
by technical means, unauthorized access, and usage of
protected works. In other words, we have, at the second
layer of protection, the implementation of technological
protection measures (TPM), dedicated to preventing
copyright infringement rather than relying on the law to
penalize it.3> In databases, the DBMS, being responsible
for managing the database and its access, could

technically serve this role.

While the above can be effective in avoiding
infringement, one must be critical of the abusive use of
such tools. From the imposition of abusive clauses or the
restriction on access and use of non-protected data or
works in the public domain to the installation of spyware,
it has already been pointed out that such mechanisms
often use the architecture of databases to control access
and use of protected content beyond the scope that
would normally be afforded by copyright law, restricting

legitimate uses of lawfully acquired material.3®

Regardless, technical barriers are not invulnerable as
anyone with sufficient knowledge and resources can

surpass them. And this is where the third layer of

36 Lessig L (n 34), 157; Vieira Branco S, O Dominio Publico no Direito
Autoral Brasileiro — Uma Obra em Dominio Publico (Lumen Juris 2011)
269; Rocha de Souza A, Schirru L, ‘Os direitos autorais no marco civil da
internet’ (2016) 12 (1) Liinc em Revista, 41
<http://revista.ibict.br/liinc/article/view/3712> accessed 20 June 2021;
Pereira de Souza CA, ‘Abuso do direito autoral’ (DSc thesis, University of
the State of Rio de Janeiro 2009); Rocha de Souza A, A Fungédo Social dos
Direitos Autorais: Uma Interpretagéo Civil-Constitucional dos limites da
protegéo juridica. Brasil: 1988-2005 (Colegdo José do Patrocinio; v.4, Ed.
Faculdade de Direito de Campos 2006).
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protection, according to Derclaye, operates in the form of
anti-circumvention measures. These measures are
established by copyright law to bar the suppression,
modification, or destruction of technological protection
devices that seek to prevent infringement, as well as the
production, sale, and distribution of devices that may be
used for such purposes.3” An example can be found in
Article 107 of the Brazilian Copyright Act, which outlaws
the alteration, suppression, modification, or destruction
of technical devices put in place to avoid unlawful copying

of a work.

Despite being put in place by copyright law, anti-
circumvention measures belong to a third layer because
the protection they offer is not aimed at databases or
software themselves but at the technological devices that
prevent unauthorized access or copying of protected
works. Therefore, they would constitute a kind of
'paracopyright', which operates outside the core object
of copyright, but still within the system.3® Moreover, in
countries such as Brazil, there is no provision specifying
that copyright limitations and exceptions override this
clause, thus creating the possibility for these measures to

override user rights effectively granted by law.

5. LIMITATIONS AND EXCEPTIONS FOR RESEARCH
AND INNOVATION: BRIDGING (OR DEEPENING)
THE DIVIDE

When considered together, these layers of protection
become especially problematic once we consider that

TDM typically require the copying, extraction, and

37 Derclaye E (n 30).

38 Lessig L (n 34); Brown K, ‘Digital Rights Management: Trafficking in
Technology That Can Be Used to Circumvent the Intellectual Property
Clause’ (2003) 40 (3) Houston Law Review, 804 <review.org/article/4808-
digital-rights-management-trafficking-in-technology-that-can-be-used-
to-circumvent-the-intellectual-property-clause> accessed 20 June 2021.
39 Geiger C, Frosio G, Bulayenko O, ‘The Exception for Text and Data
Mining (TDM) in the Proposed Directive on Copyright in the Digital Single
Market — Legal Aspects’ (2018) Centre for International Intellectual
Property Studies Research Paper No. 2018-02, 6-7
<https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3160586>
accessed 20 June 2021.

40 de Oliveira Ascensdo J, Direito da Internet e da sociedade da
informagéo: estudos (Forense 2002) 33, 136.

41 Rocha de Souza A, de Serpa Pinto Fairbanks A, ‘The Marrakesh Treaty
Ratification in Brazil: Immediate Effects’ (2017) 4 (5-6) Panorama of

modification of existing content in third-party databases,
implying that such acts would require prior authorization
from the owners. Consequently, there isa potential
danger of violation of reproduction rights, especially if a
substantial part of the collection is copied which is quite
common since many TDM processes aim to obtain as
much relevant information as possible. On the other
hand, if we are dealing with an original database, both
the reproduction of relevant material and the discarding
of content irrelevant to the analysis may also constitute
copyright infringement, as they may replicate or alter the
selection or arrangement of the database from which the
material was extracted, implying infringement of both

the right to reproduce and adapt the work.3°

According to José de Oliveira Ascensdo, all these are
intensified by the reduction of copyright limitations,
which exist precisely to balance the exclusivity resulting
from the copyright system due to public interest 4° and to
reconcile it with other equally important fundamental
rights#L. This is evinced by the fact that the extension of
copyright to databases, at least in Brazil, was not followed
by a limitation stipulating the conditions under which the
access and use of databases and their contents would be
allowed, even if only for scientific research purposes. This
becomes particularly egregious if one considers that TDM
generally does not interfere with the normal economic
exploitation of a copyrighted work as it mainly involves
using archives as a source for data analysis. There is no
use of the expression of these works — which is the actual
object of copyright protection, as the idea/expression

distinction dictates.*?

Brazilian Law <https://www.e-
publicacoes.uerj.br/index.php/pbl/article/view/34438/24355> accessed
20June 2021; Rocha de Souza A, ‘Resgatando a fungdo cultural nos
direitos autorais’ in Moura Vicente D (Org.) Estudos de Direito Intelectual
em homenagem ao Prof. Doutor José de Oliveira Ascensdo. 50 anos de
Vida Universitéria (led, v.1, Almedina 2015); Geiger C, Frosio G,
Bulayenko O, ‘The Exception for Text and Data Mining (TDM) in the
Proposed Directive on Copyright in the Digital Single Market — Legal
Aspects’ (2018) Centre for International Intellectual Property Studies
Research Paper No. 2018-02, 6-7
<https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3160586>
accessed 20 June 2021.

42 European Copyright Society, ‘General Opinion on the EU Copyright
Reform Package’ (2017) 5; Flynn S, et al., ‘Implementing User Rights for
Research in the Field of Artificial Intelligence: A Call for International
Action”  (2020) PUIP/TLS Research  Paper Series, 48, 2
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It is also important to note that, while some projects can
rely on relatively open databases widely adopted by
fellow researchers (such as in the COVID-19 genetic
sequencing case) or do possess human and financial
resources to carry out fast and intensive data-gathering
work on their own (such as ‘Fato ou Fake’ and ‘Aos
Fatos’), not all research projects fall under these two
possibilities. In fact, in the academic field, it is common to
find journals or other means of scientific communication
that sometimes impose prohibitive fees for access to the
texts they disseminate, often leading to the necessity to
be affiliated to some institution capable of licensing

multiple publishers.

In such a scenario, researchers whose investigation work
may require the use of copyrighted material are faced
with three options: (1) to avoid using protected material
altogether, thus limiting the available material for
analysis and possibly compromising the effectiveness,
quality, or even the viability of the research; (2) to seek
authorization from the rights holders —which is becoming
increasingly unfeasible, as previously noted; or (3) to use
protected material without authorization and subject to
eventual litigation, bringing potentially prohibitive

financial and temporal costs.

The result is an institutional framework that generates
insecurity for users and imposes bureaucratic barriers to
legitimate access to databases and the use of their
content, undermining data collection and analysis, now

so rooted in the process of scientific research and of

<https://digitalcommons.wcl.american.edu/research/48/> accessed
20 June 2021. On the idea/expression distinction, see: Banterle F (n 33) 4;
Hugenholtz B, 'Data property: Unwelcome Guest in the house of IP’ in Julia
Reda, Better Regulation for Copyright: Academics meet Policy Makers
(TheGreens/EFA 2017) 69.

43 Brown K (n 38) 821-822; Costa Lewicki B, ‘Limitacbes aos direitos de
autor: releitura na perspectiva do direito civil Contemporaneo’ (DSc
thesis, State University of Rio de Janeiro, 2007); Pereira de Souza CA,
‘Abuso do direito autoral’ (DSc thesis, University of the State of Rio de
Janeiro 2009) 221-253.

44 Kelly v. Arriba Soft Corp., 336 F.3d 811, 822 (9t Cir. 2003); Authors
Guild, Inc. v. HathiTrust, 755 F.3d 87, 90 (2d Cir. 2014); Authors Guild, Inc.
v. Google, Inc. (Google Books), 804 F.3d 202 (2d. Cir. 2015); Carroll MW,
‘Copyright and the Progress of Science: Why Text and Data Mining is
Lawful’ (2020) Washington College of Law Research Paper No. 2020-15,

innovation in general.*3 Considering such burden, the
final decision may well be not to engage in the research

at all.

With that in mind, proposals for creating copyright
limitations and exceptions for TDM, or at least regulatory
measures dedicated to enabling their use in some
capacity, have been tabled and implemented in several
industrialized countries over the last two decades. In the
United States, for instance, reproduction and use of
copyrighted material for text and data mining and data
analysis have already been considered fair use, as seen in
Kelly v. Arriba Soft Corp, Authors Guild, Inc. v. Hathi Trust

and in Authors Guild, Inc. v. Google, Inc. (Google Books).**

Meanwhile, in Europe, there have been discussions
regarding the creation of a regulation applied to the
European Union as a whole. In the steps leading to the
creation of a new Copyright Directive, academic
institutions such as the European Copyright Society and
the Max Planck Institute have tabled proposals of their
own regarding the use of copyrighted materials for TDM,
including situations in which lawful access to the data is
not possible or for commercial purposes.*s Daniel Gervais
went so far as to take limitations and exceptions already
in place for TDM in the United Kingdom, France, and
Germany as examples for special topics to be considered
when crafting a regulation of that sort, such as the rights
involved, the nature of use, the ability to forfeit the law
via contract and position regarding anti-circumvention

measures, among others.46

American  University ~Washington College of Law, 916-922
<https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3531231>
accessed 20 June 2021 .

4 European Copyright Society (n 44); Hilty R, Richter R, ‘Position
Statement of the Max Planck Institute for Innovation and Competition on
the Proposed Modernisation of European Copyright Rules Part B

Exceptions and Limitations (Article3 — Text and Data Mining)
(14 January 2017)" (2017) Max Planck Institute for Innovation &
Competition Research Paper No. 17-02

<https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2900110>
accessed 20 June 2021.

46 Gervais D, ‘Exploring the Interfaces Between Big Data and Intellectual
Property Law’ (2019) 10 (1) Journal of Intellectual Property, Information
Technology and Electronic Commerce Law.
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In the end, the Directive 2019/790 for the Digital Single
Market*” brought about two new TDM limitations and
exceptions to be implemented by their Members:
Article 3 is specific for the use of lawfully accessed
materials for scientific research and preservation, while
Article 4 is a blanket regulation allowing text and data
mining for any purpose, provided that such right was not
already reserved by the rightsholders. Meanwhile, the
Japanese Copyright Act, which, in 2009, had previously
included a TDM provision in the form of Article 47-7,48
has incorporated, in 2018, several articles concerning the
possibility of reproducing protected works for any non-
expressive purpose, including computational data
analysis — more specifically, in Articles 30-4, 47-4 and 47-

5.49

6. BRIDGING (OR DEEPENING) THE DIVIDE

In Brazil, as very likely in many other developing
countries, the situation is different from what we observe
in developed countries. Although Brazil’s National Plan
for the Internet of Things in 2019 establishes the free flow
of data as one of its main foundations (Article 1),°° no
regulation aiming at promoting such a principle has been
implemented so far. That same vyear, while the
government opens a public consultation for Copyright
reform with special mention to the need to adapt to Al
and data-intensive technologies, the call remarkably

focuses on raising user awareness about online copyright

47 EU Directive 2019/790 of the European Parliament and of the Council
of 17 April 2019 on copyright and related rights in the Digital Single
Market and amending Directives 96/9/EC and 2001/29/EC [2019] OJ L
130.

48 Act No. 48 of 6 May 1970 (Copyright Act) Amendment of Law No. 73 of
2009 (Japan)
<http://www.japaneselawtranslation.go.jp/law/detail/?printID=&ft=1&r

e=02&dn=1&x=0&y=0&co=01&ia=03&ky=copyright+act&page=24&vm=

02&Ivm=02&id=3379> accessed 9 June 2021.

49 Act No. 48 of 6 May 1970 (Copyright Act) Amendment of Act No. 30 of
2018 (Japan)
<http://www.japaneselawtranslation.go.jp/law/detail/?printID=&ft=1&r

e=02&dn=1&x=0&y=0&co=01&ia=03&ky=copyright+act&page=24&vm=

02&lvm=02&id=3379> accessed 14 February 2021.

50 Decreto No. 9.854, de 25 de junho de 2019 Institui o Plano Nacional de
Internet das Coisas e dispde sobre a Camara de Gestdo e
Acompanhamento do Desenvolvimento de Sistemas de Comunicagdo
Maquina a Maquina e Internet  das  Coisas  (Brazil)
<http://www.planalto.gov.br/ccivil_03/_At020192022/2019/Decreto/D9
854.htm> accessed 9 June 2021.

infringement>?, but brings nothing regarding the subject.
It was only in 2021 that the Brazilian Strategy of Al
recognized the need for discussing the implementation of
a TDM exception in an official capacity.52 While there are
stil no effective regulations in this regard, Bill
No. 21/2020, which seeks to regulate Al operation in
Brazil and is currently under discussion at the Brazilian
Senate, features one particular provision in this direction:
its Article 5, VIII states that the usage of data, databases
or protected texts in order to train Al systems shall not
constitute copyright infringement, as long as it does not

interfere with normal exploitation of the work.>3

Discussions of this nature are becoming increasingly
imperative not only in Brazil, but in low and middle-
income countries in general, especially considering the
regulatory divide in copyright balance pointed out by
Sean Flynn and Michael Palmedo: while all countries
seem to have more open and user-friendly copyright
regulations over time, developing nations seem to be
stuck in a 30-year gap in comparison to more developed
countries.>* As regards TDM for research purposes or
innovation, the pattern seems to be reinforced, as most
countries with TDM limitations and exceptions (or with a
broad research clause that is open to such techniques)
are either located in the Global North or largely
industrialized. Most developing nations do not have such
openness: in South America, for instance, Ecuador stands

out as the only country in the region with a clear TDM

51 Brazilian Ministry of Citizenship (Special Secretariat of Culture),
‘Consulta publica sobre Lei de Direitos Autorais é prorrogada até 15 de
setembro de 2019’ (2019) <http://cultura.gov.br/consulta-publica-sobre-
lei-de-direitos-autorais-e-prorrogada-ate-15-de-setembro/> accessed
9 June 2021.

52 Portaria GM, No. 4.617, de 6 de abril de 2021. Institui a Estratégia
Brasileira de Inteligéncia Artificial e seus eixos teméticos (Didrio Oficial da
Unido 2021) (Brazil).

53 Brazilian Federal Senate, ‘Projeto de Lei No.21 de 2020. Estabelece
fundamentos, principios e diretrizes para o desenvolvimento e a aplicagdo
da inteligéncia artificial no Brasil; e dad outras providéncias’ (2022)
<https://legis.senado.leg.br/sdleg-
getter/documento?dm=9063365&ts=1651257291876&disposition=inlin
e> accessed 11 May 2022.

54 Flynn S, Palmedo M, ‘The User Rights Database: Measuring the Impact
of Copyright Balance’ (2017) 14-17; Flynn S, ‘Statement of Sean Flynn,
Principal Investigator, Global Expert Network on Copyright User Rights’
(Second Session of the WIPO Conversation on IP and Al 2020) 1-2.
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exception in the form of Article 212, No. 9, VIII of the
'Codigo Organico de la Economia Social de los
Conocimientos, Creatividad e Innovacion', which allows
libraries and archives to perform text mining in some
circumstances. A few other countries in the region do
have limitations that are at least conducive to text and
data mining, such as Article 71(0) of the Chilean
Copyright Law and Article 16(a) of Colombia’s Law
No. 1915/2018 — both of which allow transitory
reproductions of works. Other countries in the region,
such as Brazil, Argentina, and Uruguay, keep very

restrictive limitation regimes, especially when it comes to

scientific and technological research.

Therefore, it is imperative to reconsider the current state
of many copyright regimes, especially in the Global South.
While many countries have taken decisive steps in recent
years to ensure that national IP regulations can better act
as enablers of innovation, most of the reforms seen up to
this point seem to be concentrated in developed nations.
If the Brazilian cases observed in this study are of any
indication, however, not only do developing countries
struggle with the same issues but they can also bring
important contributions to the resolution of such
problems. Bridging the institutional divide in openness
between North and South is, thus of the utmost
importance if one seeks to truly obtain satisfactory
results in the combat against several global crises —

whether they be a pandemic of the body or of the mind.

7. CONCLUSIONS

This paper focused on the use and importance of TDM
tools for research and innovation and how current
copyright database protection and corresponding
limitations and exceptions impact on innovation and the
struggle against the pandemic. The paper looked at the
Brazilian experience, namely its early research efforts
against COVID-19 and national initiatives against
disinformation so as to stress the importance of said

technologies for developing countries and the necessity

10

to address TDM regulations beyond the context of

developed nations.

From the outset, the paper presented some key
applications of data-intensive technologies and their
social value, particularly in Brazil, where data-driven
genetic research has provided valuable assistance during
the COVID-19 pandemic, having also been employed in
fact-checking and in combatting disinformation. The
second part addressed the content of Text and Data
Mining and the role of Al in supporting the processing of
vast amounts of data to find patterns of interest and to
extract knowledge out of relational or non-relational
resource pools, as well as the effective embeddedness of
Al technologies in TDM. We went on to focus on the
insertion of databases and their content into an
institutional-technical system of IP rights protection that
operates, according to Estelle Derclaye, in three main
'layers': copyright, technological protection measures,
and anti-circumvention measures. The copyright
protection granted to databases, the risk of facing
infringement claims in countries where there are no
suitable L&Es in copyright law, and the importance of
enabling access to data to conduct scientific research was
then examined. We stress that it is imperative to
reconsider the current state of many copyright regimes,
especially in the Global South, considering that most of

the reforms seen up to this point seem to be

concentrated in developed nations.

The analysis concludes that, in a context where scientific
and journalistic activity increasingly depends on access to
data to flourish and provide better results, the Brazilian
cases have provided strong evidence not only of the role
of data-intensive activities in the resolution of globalized
problems, but also of the importance of an institutional
and regulatory environment that works as an enabler and
promoter of research and innovation. Allowing such a gap
to continue means more than just imposing renewed
obstacles to development; it also means prolonging

health crises and creating difficulties for the maintenance
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of healthy political discourse and the improvement of

social welfare throughout the world.

As a final suggestion, we take the opportunity to advise
developing countries to incorporate, as soon as possible,
friendlier and more expansive limitations and exceptions
to copyright that could ensure the proper balance under
current circumstances as well as promote one’s ability to
innovate, such as permitted uses for research purposes
and TDM activities. Furthermore, as has become clear,
this is not simply a local and national problem, but an
international one, as such activities are increasingly
carried under cross-border cooperation. This issue may
call for international agencies such as World Intellectual
Property Organization to take a fresh look into the need
to promote worldwide research and text and data mining
limitations and exceptions, including by means of
discussion and adoption of legal instruments, model

legislation and guidance documents
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2. TRADEMARK INFRINGEMENTS: CRIMINAL

PROCEEDINGS IN BULGARIA

Plamena Popova*

ABSTRACT

Article 61 of the TRIPS Agreement requires the Members
to provide for criminal procedures at least in cases of
wilful trademark counterfeiting. The Bulgarian legislative
framework establishes criminal procedures that exceed
the above-required minimum under Article 61 of the

TRIPS Agreement.

Initiation of criminal proceedings is a frequently chosen
and applied as civil or administrative legal remedy for the
protection of trademark rights in comparison to the other
available procedures, especially in relation to significant
infringement cases. Criminal procedures have proven to
be a reliable and effective way for the protection of

trademark in Bulgaria. Why?

This paper aims to provide an overview of the main
elements and specifics of the legal framework regarding
criminal proceedings in the area of trademark protection
in the Republic of Bulgaria. A general overview of the
legal framework and practice/case law of the competent
authorities is a key point of the analysis of IP protection

and enforcement in Bulgaria.

The paper further discusses specific issues that criminal
proceedings in Bulgaria present, as well as the current

trends and issues which may be observed in Bulgaria. The
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analysis of the application of criminal procedures in the
paper follows the structure and elements of Article 61 of

the TRIPS Agreement.

Finally, the paper attempts to outline a model (based on
the current state analysis of the criminal procedures in
the Republic of Bulgaria) for a high standard for the
protection of trademark rights.

criminal IP enforcement,

Keywords: proceedings,

trademark counterfeiting, Republic of Bulgaria.

1. INTRODUCTION

Trademark owners are entitled to act against
unauthorised uses of their protected trademarks. States
or at least the World Trade Organization (WTO)
Members, are bound to the Agreement on Trade-Related
Aspects of Intellectual Property Rights (TRIPS)! to
establish criminal procedures along with other legal
remedies for enforcement of intellectual property (IP)
rights against unauthorised use of trademarks to various

extents.

The negotiations round that brought the WTO into
existence, namely the Uruguay Round of 1986-1994, has
provided a forum for the tensions to be observed from
perspectives of IP, among others.2 The TRIPS negotiations
and the agreement that followed are an expression of the
international agenda for stronger protection of IP rights.3
The TRIPS Agreement came into effect along with the

WTO establishment itself as a part of the Uruguay treaties

on 15 April 1994 — <https://www.wto.org/english/docs_e/legal_e/27-
trips_01_e.htm>.

2 Clift C, ‘Why IPR issues were brought to GATT: a historical perspective on
the origins of TRIPS’ in Research Handbook on the Protection of
Intellectual Property under WTO Rules, Correa CM (eds), Edward Elgar
Publishing Inc. (UK 2010). Among others, the author argues that during
the 19t century less advanced countries spent many efforts to achieve
access to technological advancements and indeed the hope for easier
access was one of the reasons to enter TRIPS.

3 Deere-Birkbeck C, ‘Developing countries in the global IP system before
TRIPS: the political context for the TRIPS negotiations’ in Research
Handbook on the Protection of Intellectual Property under WTO Rules,
Correa CM (eds), Edward Elgar Publishing Inc. (UK 2010).
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package.* As is already well-known, the starting point
(and one of the primary goals) of the TRIPS Agreement is
to fight against counterfeit  products, i.e.,
anticounterfeiting issues. Among others, the TRIPS
Agreement sets the baseline and minimum standard to
be covered by WTO Members in relation to criminal
prosecution and criminal procedures for protection and

enforcement of IP rights.

The Republic of Bulgaria has introduced a criminal regime
for the prosecution of trademark infringements that
surpasses the minimum standard set by the TRIPS
Agreement. Criminal proceedings can be considered
reliable ways for effective protection of the exclusive
rights of Trademark Owners. The paper aims to review
the current developments of criminal prosecution on
trademark infringements in the Republic of Bulgaria to
outline some of the specific issues observed, and to
analyse/compare its (of criminal procedures as a legal
remedy) role to other legal remedies provided for the
protection of IP rights from the perspective of the TRIPS

legal framework.

2. ON CRIMINALISATION OF IP INFRINGEMENTS —
INTERNATIONAL OBLIGATION AND NATIONAL
APPLICATION

The criminalisation of IP infringements is a concept
recognised at international level through the TRIPS
Agreement, setting minimum requirements regarding

criminal liability. The criminalisation of trademark

4 Watal J, ‘Developing Countries and the Protection of Intellectual
Property Rights, Columbia Studies in WTO Law and Policy’ (2007)
Cambridge University Press. Watal raises the question “Why Did
Developing Countries Accept the TRIPS Agreement in the Uruguay
Round?” and finds that one of the main reasons was the drive for a
successful outcome of the Uruguay Round as a whole and the
achievement of the treaties package.

5 Harms L,’ The Enforcement of Intellectual Property Rights by Means of
(2007)
<https://www.wipo.int/meetings/en/doc_details.jsp?doc_id=86372>.
6|bid. A justification of providing criminal measures to act against certain
types of IP infringements is as follow: Civil remedies make sense if the
infringer can be identified readily, will comply with injunctions or
interdicts, and is able to pay damages and (where applicable) legal costs.
Honest trade competitors may infringe IP rights but they do not
counterfeit. Counterfeiters tend to fall in a different class. They are not
'honest’ competitors and civil remedies are, in their case, in the ordinary

Criminal Sanctions: An assessment’

16

counterfeiting and copyright piracy was originally
recognised in common law countries (the US and UK) —
already at the end of the nineteenth and beginning of the
twentieth century.> Though IP rights are private rights®,
criminal prosecution of its infringements implies the
presence of negative effects on public interest, such as
the wider legal systems, the interests of consumers,
public safety, and health etc.” Accordingly, the criminal
enforcement of IP rights becomes a matter of criminal
and public law.

The TRIPS Agreement, in particular, provides an
obligation for all its Members to introduce criminal
liability in relation to certain IP infringements. Article 61
of the TRIPS Agreement provides that: Members shall
provide for criminal procedures and penalties to be
applied at least in cases of wilful trademark
counterfeiting or copyright piracy on a commercial
scale. Members may provide for criminal procedures and
penalties to be applied in other cases of infringement of
intellectual property rights, in particular, where they are

committed wilfully and on a commercial scale.

As it may be noted, the minimum standard set by

Article 61 of the TRIPS Agreement requires the

introduction of criminal liability in cases of:

i) Wilful- in other words, where the intent is
present by the infringer;

ii) Trademark counterfeiting® or copyright piracy®;

course of events ineffective.
<https://www.wipo.int/meetings/en/doc_details.jsp?doc_id=86372>.

7 1bid.

8 The TRIPS Agreement includes a definition regarding the content of
'trademark infringement' in its footnote 14 (a): 'For the purposes of this
Agreement: counterfeit trademark goods shall mean any goods, including
packaging, bearing without authorization a trademark which is identical
to the trademark validly registered in respect of such goods, or which
cannot be distinguished in its essential aspects from such a trademark,
and which thereby infringes the rights of the owner of the trademark in
question under the law of the country of importation'.

® The TRIPS Agreement includes a definition regarding the content of
'copyright piracy' in its footnote 14 (b): 'For the purposes of this
Agreement: (b) "pirated copyright goods" shall mean any goods which are
copies made without the consent of the right holder or person duly
authorized by the right holder in the country of production and which are
made directly or indirectly from an article where the making of that copy
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iii) On a commercial scale?f,

Because the Republic of Bulgaria is a signatory to the
TRIPS Agreement, criminal sanctions for IP infringements
have been introduced in its national legislation. Notably,
the ‘copyright piracy' is criminalised via a specific
provision, i.e., Article 172a'! of the Criminal Code of
Republic of Bulgaria as of 1995. The ‘trademark
counterfeiting’ (along with other infringements on
industrial property rights such as industrial designs,
geographical indications etc.) is criminalised via specific
provision, i.e., Article 172b1?2 of the Criminal Code of
Republic of Bulgaria as of 2006.
3. ARTICLE 172b OF

CRIMINAL CODE -

TRADEMARK COUNTERFEITING

The aim of this paper is to review and analyse the
application of criminal measures in cases of trademark
Trademark

infringement and counterfeiting.

infringement as a crime under Article 172b is defined as:

Anyone who, without consent from the owner of
the exclusive right thereupon, makes use in the
commercial activity of a trademark, industrial

design, a variety of plant or race of animal,

would have constituted an infringement of a copyright or a related right
under the law of the country of importation.'

10n this regard, the Panel in the WTO DS 362 (China-IPR) found that the
term 'commercial scale' in Article 61 meant 'the magnitude or extent of
typical or usual commercial activity with respect to a given product in a
given market'.

11 Article 172a (New, SG No. 50/1995).

(1) (Amended, SG No. 62/1997, amended, SG No. 75/2006) A person who
makes records, reproduces, distributes, broadcasts or transmits, or makes
any other use the object of a copyright or neighbouring right without the
consent of the owner of holder of such right as required by law, shall be
punished by deprivation of liberty for up to five years and a fine of up to
BGN 5,000.

(2) (Amended, SG No. 62/1997, amended, SG No. 75/2006) Anyone who,
without consent from the person required by law, detains material
carriers containing the object of copyright or a neighbouring right,
amounting to a large-scale value, or who detains a matrix for the
reproduction of such carriers, shall be punished by deprivation of liberty
from two to five years and a fine of BGN 2,000 to BGN 5,000.

(3) (Amended, SG No. 62/1997, amended, SG No. 75/2006) If the act
under paras.1 and 2 has been repeated or considerable damaging
consequences have occurred, the punishment shall be deprivation of
liberty from one to six years and a fine of BGN 3,000 to BGN 10,000.

(4) (New, SG No. 75/2006) Where the act under para. 2 amounts to a
particularly large-scale value, the punishment shall be deprivation of
liberty from two to eight years and a fine of BGN 10,000 to BGN 50,000.

17

making the object of said exclusive right, or
makes use of a geographical indication or a
counterfeit thereof without a legal justification,
shall be punished by deprivation of liberty of up
to five years and a fine of up to BGN 5,000.

On intent/wilfulness — The Bulgarian Criminal Code and

the Bulgarian criminal law, in general, recognises

two types of guilt (i.e., the subjective element by the
perpetrator towards the act of crime) — intent and
negligence’3. The Criminal Code further (Article 11,
para. 414) specifies the acts which are committed by

negligence and punished only when specifically

mentioned in the law. This means (as no specification
regarding negligence as a form of guilt is given in
Article 172b of the Criminal Code) that trademark

counterfeiting is  punishable when committed

intentionally. The latter is in line and corresponds fully

with the TRIPS’ requirement, as stipulated in Article 61,

on trademark counterfeiting — to be criminally

prosecuted when performed wilfully.

(5) (Renumbered from para. 4, SG No. 75/2006) For minor cases the
perpetrator shall be punished under the administrative procedure in
compliance with the Copyright and Neighbouring Rights Act.

(6) (Renumbered from para. 5, amended, SG No. 75/2006) The object of
the crime shall be appropriated in favour of the state, irrespective of the
fact whose property it is.

12 Article 172b (New, SG No. 75/2006).

(1) Anyone who, without consent from the owner of the exclusive right
thereupon, makes use in commercial activity of a trademark, industrial
design, a variety of plant or race of animal, making the object of said
exclusive right, or makes use of a geographical indication or a counterfeit
thereof without a legal justification, shall be punished by deprivation of
liberty of up to five years and a fine of up to BGN 5,000.

(2) Where the act under para. 1 is repeated or significant damages have
been caused, the punishment shall be deprivation of liberty from five to
eight years and a fine from BGN 5,000 to BGN 8,000.

(3) The object of the crime shall be taken to the benefit of the state,
irrespective of the fact whose property it is, and it shall then be destroyed.
13 Article 11, para. 1 of the Criminal Code provides that 'An act dangerous
to society shall be considered culpably committed where it is intentional
or committed through negligence.'

14 Acts committed through negligence shall be punishable only in the cases
provided by law.
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The objective elements that should be established

(proved) under the above text of Article 172b cover:

i) Lack of consent by the owner of the exclusive
right for the
ii) Use in commercial activity of a

iii) Trademark

The norm (provision) of Article 172b of the Criminal Code
is blank and refers to the Law on Trademarks and
Geographical Indications (LMGI) for unsettled concepts

and their proper interpretation.

On Lack of Consent/Authorisation — Referral and
interpretation of the first element — lack of consent — is
not necessary as long as there is no ambiguity. Lack of
consent by the trademark owner means exactly that —
lack of consent. Counterfeit, non-original goods are those
on which the mark is placed without the consent of the
Trademark Owner —i.e., the right has been violated in the
first and main form of use — the affixing of the mark and
the production of the goods in question. The Trademark
Owner (or his representative) is the sole person/entity
that may make a statement regarding this element of the
factual composition of Article 172b of the Criminal Code
—whether there is consent or not for a certain mark to be
used. The 'lack of consent' element as stipulated in
Article 172b of the Criminal Code corresponds fully with
the specification given in the TRIPS Agreement in this

regard 'without authorisation'.1>

On Use in Commercial Activity — 'Use in commercial
activity' is a concept interpreted in light of the Law on
Trademarks and Geographical Indications, where it is
provided with its legal definition, namely Article 13,
para. 2 of the LMGI defines the use in the course of trade

as follows:

15 Footnote 14, TRIPS Agreement — definition of 'counterfeit trademark
goods'.

1. affixing of the mark on the goods or on their
packaging;
2. offering of the goods with this mark for sale or

putting them on the market, or storing or holding
them for these purposes, as well as offering or
providing services with this sign;

3. the import or export of the goods with this sign;

4. the use of the mark as a trade or company name
or as part of trade or company name;

5. the use of the mark in commercial papers and in
advertisements;

6. the use of the sign in comparative advertising in a
way, which is in violation of Article 34 of the

Competition Protection Act.

However, the affixing of the mark on the goods (or the
offering of services with the mark) is the first and main
form of use, in so far as the lack of consent given in the
affixing of the sign (i.e., in the production of the particular
article) makes the goods in question fake/counterfeit.16
The lack of consent by the trademark owner for any forms
of use within the meaning of Article 13, para. 2 of the
LMGI falls under the hypothesis of Article 172b of the
Criminal Code. It may be noted that the scope of criminal
liability in the Republic of Bulgaria is relatively wider than
that defined in Article 61 of the TRIPS Agreement
regarding the use on a “commercial scale” , as it
includes different forms of use that are deemed
"commercial" under the meaning of the LMGI (which is to
be reviewed when Article 172b of Criminal Code is

interpreted/applied).

On Trademark — Again, the notion of trademark should
be and is interpreted via the Law on Trademarks and
Geographical Indications, where the legal definition is as

follows:

16 Therefore, a hypothesis is possible in which the goods are original (i.e.,
produced with the consent of the right holder), but their subsequent use
(placing on the market, offering for sale, etc.) is done without his consent.
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[..] a sign that is capable of distinguishing the
goods or services of a person from those of other

persons.t’

Furthermore, the LMGI defines the scope of the exclusive
rights conferred by a trademark in Article 13, para. 1,
which states that:
Trademark rights include the right of the
trademark proprietor to use it, to dispose of it

and to forbid third parties from using in

commercial activity without his consent any sign

that:

1. is identical to the mark, for goods or
services identical to those that the mark
is registered for;

2. due to its identity or similarity with the

mark and the identity or similarity of the
goods and services designated by the
mark and the sign, there exists a

likelihood of confusion among

consumers, including the risk of
association between the sign and the

mark.

Thus, the criminal prosecution in the Republic of Bulgaria
follows two hypotheses under the meaning of the LMGI.
The hypothesis of Article 13, para. 1, item 1 of the LMGI
explicitly prohibits third parties from using identical signs
with respect to identical goods/services without the
consent of the trademark owner. In this case, the
presence of an identical (to a trademark) sign on identical
goods is sufficient for application of the provision (it is not
necessary to prove the 'likelihood of confusion of
consumers', which represent a legal question that is part
of the next hypothesis — of Article 13, para. 2, LMGI). The
presence of a sign that is not identical does not in itself

mean that there is no infringement on a trademark — as it

7LMGI Article 9, para. 1.
18 The TRIPS Agreement includes a definition regarding the content of
'trademark infringement' in its footnote 14(a).

19

may concern the hypothesis of similar signs used
regarding similar/identical goods/services, where the
likelihood of confusion is presented (hypothesis of

Article 13, para. 2, LMGI).

As it may be noted, the scope of criminal prosecution
(sanctions) under Bulgarian legislation is wider than that

specified in the TRIPS Agreement, which points that:

counterfeit trademark goods' shall mean any
goods, including packaging bearing without
authorisation a trademark, which is identical to
the trademark validly registered in respect of
such goods, or which cannot be distinguished in
its essential aspects from such a trademark [...]1¢
The Bulgarian criminal provisions on trademark
infringements cover trademarks registered for goods as
well as for services. Furthermore, it covers the use not
only of identical but also of similar signs, whereas the
extent of similarity with the registered trademarks may

vary.

To summarise — criminal liability regarding trademark
infringement under Bulgarian legislation surpasses the

minimum standard set in the TRIPS Agreement.

4. APPLICATION OF ARTICLE 172B OF CRIMINAL
CODE — SPECIFIC ISSUES

The development of criminal proceedings in relation to

trademark counterfeiting and infringements
demonstrates specific issues, part of which will be subject

of review and analysis in the current paragraph.

A. REGARDING TRADEMARKS

As not only unauthorised use of identical but also of

similar registered trademark signs are criminalised under
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Bulgarian legislation, some specific issues may arise in

this regard.

a) On Expert Opinions

It is a common practice for competent authorities (in pre-
court criminal proceedings as well as in the court stage)
to rely on expert opinions in the frames of criminal

proceedings.

The performance of expert examination and the
presentation of an expert opinion in cases (whether civil,
criminal, or administrative) requires the need to apply
special knowledge to clarify certain issues in the case.
Prof. Stalev points out very precisely that the need for the
appointment of experts as it ‘follows from the
impossibility of the court to be omniscient'.’® Special
knowledge can relate to the field of science, technology,
arts, crafts, various professions, etc. In criminal
proceedings (as well as in civil and administrative
proceedings), the need for special knowledge not
possessed by the competent authority to resolve the case
leads to the appointment of experts. Experts have
precisely that special knowledge which the competent
authority lacks. The expert's conclusion on the task
assigned is referred to as an expert opinion, and the same
should assist the competent authority in revealing the
truth in a specific case. Expert examinations are, in
essence, the establishment of facts and factual issues of
essential importance for the case, for which special
knowledge is needed, which the competent authority
lacks. Undoubtedly, expert examination and opinions are
not necessary to establish legal issues for which the
competent authority (depending on the stage of the
criminal proceedings) has all

the necessary legal

knowledge. However, in cases of trademark
counterfeiting, the limits to which an appointed expert
may provide (bound the competent authority) to its
conclusions that are blurred (see also p. 4.3. below
regarding establishing the fact of 'lack of consent' by the

Trademark owner). It is clear that the issues on

19 Cranes, . ‘Bbarapcko rpaxgaHcko npouecyanHo npaso’ (2008) ctp.
312wncn.
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similarity/identity between the compared signs and
trademarks, respectively between the goods/services,
are factual questions — and, as such, may be subject to
expert opinions. On the other hand, the question of the
'likelihood of confusion' of the public is a legal question.
For establishing its presence is necessary legal, rather
than special, knowledge, so no expert opinion is required
as long as the competent authority (in the pre-court
phase of criminal proceedings — the prosecutor, in the
court phase — the competent criminal court) is presumed
to possess legal knowledge. Given the above, expert
opinions that also provide replies on legal issues (as the
presence or lack of likelihood of confusion) though
common, is not correct from a legal point of view. As a
whole, expert opinions may be useful in criminal
proceedings when special knowledge is necessary with
regard to factual questions, but not when legal issues are
reviewed and should not represent a mandatory element

of a criminal investigation and prosecution.

b) Defences by the Infringers

An interesting approach may be noticed in the past years
by some infringers to defend themselves from the
unauthorised use of trademarks. This approach may be
generalised as an objection based on their own

trademarks or industrial designs.

In some cases, the infringer attempts to rely on the use
of own trademark (design) and such cases have created a
distorted concept of co-branding (distorted as the use of

at least one of the applied trademarks is not authorised).

The 'co-branding' hypothesis refers to placing two (or
more) trademarks on one product. Numerous cases are
known in which two trademarks are affixed on
one product at the same time, which are respectively

valid and registered, with the consent of the respective
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trademark owners. Hyllier and Tikoo define?® co-

branding as follows:

the practice of double branding products in which

the product receives more than one brand name.

Leuthesser?! defines co-branding as the combination of
two or more well-known brands (brands) in one product
and as a strategy that is an alternative to the
development of new products. Co-branding can also be
used for an already developed product by achieving an
association with a person/company other than the main
manufacturer. It is possible for a new product to be
branded and therefore associated with more than one
trademark and manufacturer, respectively. In all cases,
the consumers and the public would associate the
product on which their trademarks are affixed with the
two companies holding the relevant exclusive rights, and
not just with one of them. Co-branding, the sharing of
trademarks owned by different entities, does not prevent
the performance of the main functions of the trademarks
when the consent of the trademark owners is present.
Bouten?? defines co-branding as a marketing strategy
that allows a brand to innovate and establish itself in the
market with the support of another partner brand. This
strategy is used by a number of trademark owners in
modern markets and is known to the public and
consumers.

Thus, affixing of an infringing sign may not be
validated/justified by placing a trademark owned by the
infringer on the product in question. Yet, such a defensive
strategy is used often by infringers, including in the
course of criminal proceedings. The prohibition on using
trademarks without the consent of their owner is valid,
even when the infringing goods are placed with another
trademark. Co-branding is a commonly used trading

strategy and thus, to assume that in the case of co-

20 Hillyer C, Tikoo S, ‘Effects of Co-branding on Consumer Product
Evaluations. Advances In Consumer Research’ (1995) Vol. 22, pp. 123—
127.

21 Leuthesser L, Kohli C, Suri R, "2+2=5? A framework for using co-branding
to leverage a brand. Brand Management’ (2003) Vol. 11(1), pp. 35-47.
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branding, there is no need to receive consent from one of
the trademark owners is legally absurd. It would mean
that any infringer could apply for and register ‘own
trademarks and use them on a product together with
well-known brands to claim that such use is lawful —

without the need for the consent of the other trademark

owner for such use.

However, Bulgarian courts maintain the firm view that
co-branding does not constitute a valid ground for the
use of another trademark(s) without consent for such use
by its owner. As stated in Definition No.493784 of
25 September 2018 under criminal case No 15259/2018
of the Sofia District Court: The conclusions made by the
prosecutor are incorrect due to the fact that the presence
of a product on its own trademark does not allow the use
of other non-proprietary brands, if the consent of the
right holder lacks, whose object are these trademarks,
neither legalise the use of such trademarks, as accepted
by the state prosecution. Therefore, the 'logical
conclusion' of the public prosecutor that the owner of the
mark 'C. V.' may (as long as he has placed this mark on a
pair of shoes) place (without the request or with the
permission and consent of the respective trademark
holders) another mark. (e.g, ‘H. P.” ), and to
'exonerate' him or make his products 'original' is deeply
untrue and not based on proper knowledge of trademark

law.

Another approach used by infringers is to seek to file an
application for the infringing trademarks and or industrial
designs and to claim that these applications may validate
the infringing activity as a legitimate activity. It is well-
known that there is a certain period between the
application and the registration of a trademark, in which
other trademark owners may oppose the registration,
based on its earlier IP rights. In some cases, infringers

attempt to justify the use of the sign for which they filed

22 Bouten LM, Snelders D, Hultink EJ, ‘The Impact of Fit Measures on the
Consumer Evaluation of New Co-Branded Products’ (2011) Journal of
Product Innovation Management Vol. 28(4), pp. 455-469.
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an application, even when the trademark owner has filed
an opposition against such application. Furthermore,
some infringers attempt to justify that even when the
application of such trademark is fully refused (based on
the opposition filed by a trademark owner) the use of the
sign is still lawful for the period between the application
and the refusal of registration. In practice, however, this
position would mean that any infringer could apply to
register a sign identical or similar to a well-known
trademark and claim that, in the period between the date
of the application and the subsequent refusal of

registration, the sign was used lawfully.

The above problem is even more pressing with respect to
industrial designs, where the protection is granted under
the so-called 'registration regime', i.e., industrial designs
are registered by the IP office if the respective application
meets the formal requirements, without checking the
existence of a previous identical/similar designs or other
industrial property. However, even in the case of
registration, the protection of industrial designs is
dependent on the owners of prior rights for similar
designs not filing a cancellation action against the newly
registering, and infringing, designs. Still, also in these
instances, infringers attempt to get away from IP liability
with largely fraudulent design applications, which they
file exclusively with the intention to copy existing design

and infringe on their rights of their owners.

B. USE IN COMMERCIAL ACTIVITY

Commercial activity is not a legal concept. In essence, it
covers commodity and monetary relations in society,
with the legal form of these relations being transactions.
The concept of "commercial activity" within the meaning
of Article 172b of the Criminal Code specifies the way in
which the Trademark owner's right may be violated. It is

subject to interpretation only in the context of Article 13,

2 In case of contradictory or wrong practice of the Supreme Court of
Cassation and the Supreme Administrative Court the general assembly of
the judges of the relevant colleges of both courts shall jointly adopt an
interpretative decision. Further, as the interpretative decisions are
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paras. 1 and 2 of the LMGI (please see above p. 3

regarding the content of the provision).

In Interpretative Decision?®> No.1 of 31 May 2013, on
Interpretative Case No. 1/2013, the General Assembly of
the Criminal College of Supreme Court of Cassation of
Republic of Bulgaria clearly pointed out that the
understanding of the objective content of Article 172b of
the Criminal Code to be viewed as supplemented by the
Commercial Act is not shared: First of all, the Commercial
Act does not introduce a legal definition of commercial
activity but builds it through the concept of trader,
indicating which persons are traders / Article 1 of the
Commercial Act / and who are not / Article2 of
Commercial Act. The rulemaking-approach places
emphasis on the quality of individuals and not on
activities carried out. In contrast, Article 13, para. 2 of the
LMGI has created a comprehensive list of activities in
which it is possible to violate the trademark law.
Obviously, the legislator did not mean the Commercial
Act, but he was distinguished from him, avoiding
inclusion in the signs of the criminal composition of the

special quality of trader, unlike other Criminal Code texts.

Therefore, the activities expressly and exhaustively
included in the list of Article 13, para. 2 of the LMGI, are
the forms of the act of 'use in commercial activity', which
carry out the composition of the crime under Article 172b
of the Criminal Code. In order to implement 'use in
commercial activity' within the meaning of Article 13 of
the LMGI, it is sufficient to have any of those actions
representing the individual, independent forms of the

act.

As outlined above, the concept of 'commercial activity' in
the light of Article 172b of the Criminal Code should not
be considered within the meaning of the Commercial Act,
but under the LMGI. Therefore, the collection of evidence

from a commercial register etc. is irrelevant to the case,

obligatory for all national courts, administrative and local self-
governmental bodies when applying the interpreted provisions and thus
practically they become source of law.
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for proof of such activity (under the meaning of the
Commercial Act) carried out by a particular person. The
fact of carrying out any of the forms of "use in the
commercial activity" provided in Article 13, para. 2 of the
LMGI (and not the implementation of commercial activity
within the meaning of Commercial Act) is the fact that it
is subject to proof in the course of investigating under

Article 172b of the Criminal Code.

The Interpretative Decision No.1 of 31 May 2013, on
Interpretative Case No. 1/2013, of the Supreme Court of
Cassation of Republic of Bulgaria provides the following
reading on the concept of 'commercial activity' in the
frames of trademark law: The element 'commercial
activity' of the crime under Article 172b of the Criminal
Code is present in the hypotheses of Article 13, para. 2 of
the LMGI, when the activities are carried out for the
realization of economic benefits; it does not depend on

the subject 's activity of trade under the Commercial Act.

The above interpretation represents a continuation of
the understanding of 'commercial scale' used in Article 61
of the TRIPS Agreement (and defined by the Panel in the
WTO DS 362 (China- IPR)) and provides an opportunity to
evaluate the particularities of each criminal case.
However, the practice (in both, pre-court and court,
stages of criminal cases) is currently diverse, given the
wide range for factors to be assessed by the competent

authority.

One of the important forms of 'use in commercial
activity', especially in view of the Republic of Bulgaria2*
developments on criminal proceedings, is the import of

counterfeit goods/products.

24 This is due to the fact that Bulgaria is outer border of EU and thus, a
large number of counterfeit goods/products, intended not only to
Bulgarian market, but to the markets of European countries, are
attempted to be imported exactly through the borders of Republic of
Bulgaria.

25 The definition of 'import' and 'export’ in the LMGI is not accidental. It is
designed precisely to distinguish these concepts from the concepts of
'import' and 'export' within the meaning of customs legislation. It is
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The legal definition of the term 'import or export of
goods' is given in § 1 item 12 of the Additional Provisions
of the LMGI, according to which — 'import or export of
goods' is the actual movement across the border of the
Republic of Bulgaria of goods bearing a sign identical or
similar to a registered trademark or registered
geographical indication, or an imitation thereof, whether
or not a customs procedure has been applied to those

goods.

In order for the goods to be imported or exported, the
actual crossing of the border of the Republic of Bulgaria
is sufficient, which leads to the commission of the crime
under Article 172b of the Criminal Code. The
prerequisites provided for the LMGI are essential.
Namely —there is a transfer of goods across the border of
the Republic of Bulgaria. The very transfer of the goods
through the territory of the Republic of Bulgaria already
constitutes their use in commercial activity and, as such,
implements an element of the objective side of
Article 172b of the Criminal Code. For goods to be
imported or exported, it is not necessary for them to be
placed under any customs regime, as the actual crossing
of the border of the Republic of Bulgaria leads to the
implementation of this element of the crime under
Article 172b of the Criminal Code?.

According to the Interpretative Decision No.1 of
31 May 2013, on Interpretative Case No. 1/2013, of the
Supreme Court of Cassation of the Republic of Bulgaria,
if, however, the goods/products are transited through
the territory of the Republic of Bulgaria, these should be

targeted at EU consumers (with a view to realising

criminal liability) and adds the following:

explicitly stated in the definition of the LMGI that there will be import or
export even without the customs regime being activated. The legislator
has explicitly emphasized the actual crossing of the country's border,
without being bound by the activation of customs regimes within the
meaning of Council Regulation No.2913/93 and Council Regulation
(No. 2454/93, which are applicable according to Article 5, para. 4 of the
Constitution of the Republic of Bulgaria, as well as of the Customs Act and
the Regulations for its implementation.
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This understanding of the law requires in each
case to clarify whether goods in transit to a third
country are destined for the European market.
When there is no data in this direction, there are
no grounds for criminal liability for violation of
the right to industrial property under Article 172b

of the Criminal Code.

Moreover, according to the said Interpretative Decision
No. 1 of 31 May 2013, on Interpretative Case No. 1/2013,
of the Supreme Court of Cassation of Republic of Bulgaria,
under the customs transit regime, the actual
transportation of goods across the border of the country
through their introduction into its customs space is
assumed, due to which it is possible to commit a crime
under Article 172b of the Criminal Code. However, this
hypothesis is conceivable when transiting only non-

original goods destined for the European consumer.

Finally, it should be underlined that the Interpretative
Decision No. 1 of 31 May 2013, on Interpretative Case
No. 1/2013, of the Supreme Court of Cassation of the
Republic of Bulgaria excludes cases involving original
goods from the application of criminal liability under

Article 172b of the Criminal Code.

C. LACK OF CONSENT

The identification of goods, their determination as
counterfeit or original, is of key and leading importance
for the criminal investigation of crimes under Article 172b

of the Criminal Code.

The original and non-original (or 'counterfeit') goods are
distinguished by one leading and main feature — the
consent of the owner of the respective exclusive right to

affix the respective mark (mark) on the specific product

26 providing pictures of the goods (each individual item) to the right holder
(or his representative) and giving an opinion on whether the goods are
original or counterfeit by the right holder (or his representative) is a
procedure that is applied and established in practice, in particular — cases
of customs detentions under Regulation (EU) No. 608/2013 on the
protection of IP rights by the customs authorities. Regulation 608/2013
regulates at European and national level, the activities of customs
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(garment, perfume, or other items). Original goods are
the ones on which the mark is affixed with the consent of
the Trademark owner. A non-original (counterfeit) is a
commodity on which the mark (mark) is affixed without

the consent of the right holder.

Identification of a specific good as genuine or counterfeit
is indeed a key point to the criminal proceedings. If the
consent of the trademark owner is not given in the first
and main form of use in commercial activity (the affixing
of the mark, i.e., the production of the specific product),
then the product is fake, and it is pointless to check
whether the consent of the trademark owner is given for
subsequent uses. It is not possible for a counterfeit
product, i.e., produced without the consent of the right
holder, to be distributed, placed on the market, offered

for sale, etc., without the consent of the right holder.

The only possible way to establish the fact whether goods
are counterfeit is through a statement of the trademark
owners (or through a proxy). The only legally valid
statement as to whether or not consent must be given by
the trademark owner because they are the person in
whose legal sphere, (due to the existence of an exclusive
right to the respective trademark) the legal opportunity
to provide or not provide his consent arises. No person
other than the trademark owner (or a representative

expressly authorised) may provide such a statement.

In order to establish the above and to enable a trademark
owner to give a statement on the products/goods, it is
necessary to carry out product identification. For this aim,
the trademark owner needs access to the specific product
to be able to indicate whether the product in question is
counterfeit or original. This access is (should be) provided
by taking pictures of the specific product (or even

samples if necessary).26 All trademark owners have

authorities in the import / export of goods which are alleged to infringe IP
rights. Therefore, the Regulation is aimed at one of the forms of use
included in Article 13, para. 2 of the LMGI — and in this case it is crucial to
establish whether the goods are counterfeit or original (i.e., whether they
were produced with the consent of the trademark owner). Therefore,
when goods are detained, the customs authorities provide the trademark
owner (or his representative) with pictures/photos of the seized goods (or



WIPO-WTO Colloquium Papers, 2020, Special Edition

expert departments that, when sending photos, give an
opinion on whether the goods are original or counterfeit.
And this is because, apart from the trademark owner (or
a representative authorised), there is no other person
who can provide a valid statement whether the
trademark owner has given his consent for the respective
goods to be produced, i.e., the mark of the mark to be
affixed on the goods. The expert examination (and expert
opinion) in the pre-court phase criminal proceedings may
confirm whether the marks affixed to the goods are
identical or similar to the registered trademarks of the
trademark owners but cannot conclude whether the
goods are counterfeit or original. As stated above,
whether a product is counterfeit or original is determined
solely by whether the trademark owner has given his
consent to affix the mark to the particular item —
therefore, only a statement by the trademark owner (or
his authorised representative) is valid to establish

whether the goods are counterfeit or not.

In summary, to establish the origin of the goods, i.e.,
whether they are original or counterfeit, it is necessary to
perform product identification by the trademark owner.
The performance of product identification by a
trademark owner was in the last years accepted to be
performed to a certain extent in the frames of criminal
proceedings in Bulgaria. The product identification,
though a key point for the criminal investigation, was not
widely performed and is still not accepted by some of the
competent authorities, which prefer to point the
question on originality (and lack of consent) to the
appointed experts. As mentioned above, the experts may
address different factual questions and issues. However,
no expert may provide a valid statement whether the
consent of the trademark owner is provided (such
statement may be given solely by the trademark owner

upon examination of the goods in question).

samples if necessary). Accordingly, the Trademark Owner (or his
representative) provides an opinion to the customs authorities on the
nature of the goods — original or counterfeit.
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D. WILFUL ACTIVITY

The case law and court practices in the Republic of
Bulgaria have already defined the parameters to be
applied in the determination of wilfulness regarding acts
that may represent criminal activities under the meaning

of Article 172b of the Criminal Code.

According to a Decision of the District Court — Plovdiv of
29 July 2010: The obligation to inspect the mark affixed
to the goods is applicable to any subject of the crime
under Article 172b of the Criminal Code. The right of the
proprietor to the rights of the trademarks is therefore
exclusive because it has an effect on everyone from the
moment of publication of the registration. Anyone who
offers goods with a mark registered as a trademark,
respectively identical or similar to it, is obliged to comply
with the general prohibition to use it without the consent

of the right holder.

According to the Guidelines for the Work of the

Prosecutor's Office on Intellectual Property Crimes
('Criminal Protection of Intellectual Property. A Practical
Guide for the Work of the Prosecutor's Office on
Intellectual Property Crimes'), the non-fulfilment of the
'care of the good trader' is a main factor precisely in
determining the subjective element of the act under

Article 1726 of the Criminal Code.

Finally, the Guidelines for the Work of the Prosecutor's
Office on Intellectual Property Crimes confirms that the
presence of previous acts with the same subject,
committed by the same perpetrator, is extremely
essential and should be reviewed by the competent
authorities as a fact. The Guidelines confirm that the
existence of earlier crimes against IP is a clear indication

of intent.
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E. OTHER  SPECIFICS OF THE CRIMINAL

PROCEEDINGS IN THE REPUBLIC OF BULGARIA
Additional provisions regarding specific criminal
proceedings in the Republic of Bulgaria, include damages
in criminal proceedings. In particular, Article 119 of the
LMGI introduces a presumption on the amount of

damages as follow:

- When the claim is established on grounds, but
there are no data for known amount, the
claimant may claim as compensation:

- from BGN 500 to BGN 100,000, as the specific
amount shall be determined at the discretion of
the court at the conditions of Article 118, paras. 2
and 3, or

- the equivalence at retail prices of legally
produced goods, identical or similar to the goods
- subject of the infringement.

In the past years, the presumption set above in

Article 119, para. 1 (2) of the LMG], i.e., evaluation of

damages via the retail prices of original goods, represents

the usual practice in criminal proceedings to establish the
amount of damages. The above provision and the set

practice is being challenged now via a request for a

preliminary ruling, made by Regional Court Nessebar and

representing C-655/21 of CJEU.?7

F. CIVIL CLAIMS FOR DAMAGES

Pursuant to the Criminal Proceedings Code, the criminal

court has the right to not allow the civil claim for joint

27 Questions of the referral are as follow: “1. Are the legislation and case-
law in accordance with which the harm suffered by the trademark
proprietor forms part of the constituent elements of the offences referred
to in Articles 172b(1) and (2) of the Criminal Code consistent with the
standards introduced by Directive 2004/48/EC ofthe European Parliament
and of the Council of 29 April 2004 in relation to harm caused by the
unlawful exercise of IP rights?

2. If the first question is answered in the affirmative, is the automatic
presumption, introduced by case-law in the Republic of Bulgaria, for
determining the harm — in the amount of the value of the goods offered
for sale, calculated on the basis of the retail prices of lawfully
manufactured goods ~— consistent with the standards of
Directive 2004/48/EC of the European Parliament and of the Council of
29 April 2004?
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consideration in the frame of a criminal court case, and
actually, it is the common practice. Nevertheless, if there
is a guilty conviction pronounced by the criminal court,
the trademark owner has the right, based on the
conviction, to submit a civil claim for damages. In the civil
case, the civil court is obliged to accept the conclusions of
the criminal court regarding the guilt of the infringer and
for the infringement. Therefore, the infringement and the
guilt are not subject to proof in the civil case. The
trademarks owner is obliged to prove the amount of the
damages. The civil claim is based on the expert opinion
for the amount of the damages prepared in the criminal
proceeding, but the civil court is not obliged to accept the
conclusion of the expert opinion from the criminal
proceedings. In view of that, the amount of the damages

is subject to proof in the civil proceedings.

G. DESTRUCTION OF COUNTERFEIT GOODS

Criminal proceedings are often initiated with regard to
customs seizures, where an objection is filed. Some
prosecutor offices had the practice to initiate ex officio
criminal proceedings in relation to customs seizures, even
after the entry into force of Regulation 608/2013. In cases
of criminal proceedings, the state charges for storage of
the seized goods until their actual destruction is due by

the competent authority (Prosecutor’ Office). The

destruction of the goods after the finalisation of the

criminal proceedings is organised and

performed/controlled by the competent authority — the
Prosecutor' office or Criminal court (depending on the
stage, pre-court or court, where the respective criminal

case is finalised).

3. Is legislation which does not distinguish between an administrative
offence (Article 127(1) of the Zakonzamarkite i geografskiteoznacheniya
(Law on trademarks and geographical indications; ‘the ZMGQ’) currently
in force and Article 81(1) of the ZMGO in force in 2016), the criminal
offence under Article 172b(1) ofthe Criminal Code and, if the first
question is answered in the negative, the criminal offence under
Article 172b(2) of the Criminal Code compatible with the principle of
legality of criminal offences, as enshrined in Article 49 of the Charter of
Fundamental Rights of the European Union?
4. Are the penalties provided for in Article 172b(2) of the Criminal Code
(custodial sentence of five to eight years and a fine of BGN 5,000 to
BGN 8,000) consistent with the principle established in Article 49(3) of the
Charter of Fundamental Rights of the European Union (the severity of
penalties must not be disproportionate to the criminal offence)?”
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5. CONCLUSIONS: CRIMINAL PROCEEDING IN

REPUBLIC OF BULGARIA
The criminal proceeding is a principal option for
establishing the fact of the infringement, along with the
possibility to initiate civil or administrative proceedings.
Criminal proceedings may be initiated by the trademark
owner or any natural or legal person, as well as by the
police authority ex officio. The proceedings are regulated
by the Criminal Proceedings Code. The competent
investigations body is the body in which area of
competence the crime has been committed.
The practical problems are faced because of not
understanding (by part of the competent authorities) the
seriousness, as well as the essence, of IP infringements
and, in particular, the trademark counterfeiting. Further
efforts on widening the knowledge and understanding,
through specialised materials and expert educational
initiatives, pointed to the competent authorities
(investigators, prosecutors, courts) are necessary in the

Republic of Bulgaria.

Pursuant to the Bulgarian legislation, there is no criminal
liability for legal entities. In view of that, the criminal
proceedings are initiated against the managers of the
companies, but there is a possibility, simultaneously, to
initiate administrative proceedings against the company.
There are examples of successful criminal proceedings
regarding activities in warehouses, production sites and
other significant cases in Bulgaria. As a whole, criminal
proceedings are initiated for significant cases of
trademark infringements and have proved to be an

effective way for the protection of trademark rights in the

last years.

The Republic of Bulgaria' level of criminal liability
regarding IP infringements is higher than that set by the
TRIPS minimum standard. The TRIPS Agreement requires
criminal liability in some cases of infringements on IP

rights, while Bulgarian legislative regime allows for
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criminal liability to be sought in an extended (in
comparison to TRIPS requirements) format. Insofar, the
criminal cases on IP infringements proved to represent a
significant part of the legal frame for IP protection in the

Republic of Bulgaria.
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3. THE INABILITY OF COMPULSORY LICENSES TO
ADDRESS THE PROBLEM OF MEDICINES AND
VACCINES ACCESS IN LDCs IN THE CONTEXT OF
THE COVID-19 PANDEMIC

Philibert Baranyanka*

ABSTRACT

With the outbreak of the pandemic caused by the
Coronavirus SARS-COV 2, COVID-19, research has been
undertaken to find vaccines or drugs against this global
scourge. This research led to the development of vaccines
that were quickly made available to the populations of
rich countries, the latter having undertaken to vaccinate
all their populations. For developing countries, a global
mechanism, COVAX, has been set up to help these
countries immunize at least, the most vulnerable people.
However, these efforts remain insufficient to immunize a

large part of the world population.

Therefore, some have proposed, in order to provide
access to these vaccines to populations in developing
countries, to suppress or suspend the patents on the
COVID-19 vaccines. This is neither an equitable nor a
sustainable solution for the sake of research or
innovation. Others argue that compulsory licensing
mechanisms should be mobilized to allow low-income
countries to get access to those new vaccines for their

populations.

In fact, the compulsory licenses are presented as a step
forward in solving the problem of access to medicines for
the populations of the LDCs. Both the ancient and the
new system of compulsory licensing impose, however,

many administrative, legal, and policy barriers to the

# Philibert Baranyanka is a Professor of property law, IP law, international
private law, international economic law and investment law at University
of Burundi.

1Verschave FX, (dir.), La santé mondiale, entre racket et bien public (Mayer
2004) 236.

2 The TRIPS Agreement sets the minimum rules for the protection of IP
rights that Members must incorporate into their national laws. They
cannot provide for protective measures that are below than these
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export of generics and involves a series of barriers to the
flow of new medicines and vaccines. This unique
framework provided for by the WTO Agreements makes
it more complicated and complex to import or export
new drugs than any other product manufactured under

compulsory licenses.

Keywords: patent, compulsory license, drugs (medicines),

LDCs, TRIPS Agreement, amendment, Doha Declaration.

1. INTRODUCTION

Known as a non-voluntary license, the compulsory license
is an authorization granted by the public authorities to a
third person, other than the patentee, allowing him to
use or exploit an invention without the consent of the
patentee. It is compulsory because it is issued by the
authority when certain conditions justify it (public
interest, competition objectives, health emergency,
failure of the agreement of the patentee, etc.), unlike the
voluntary license granted by the patentee, after a
contractual assignment of rights, to a third party, the
licensee. The granting of a compulsory license to exploit
an invention without the authorization of the patentee
may be used in all fields, including that of health®. The
term compulsory license is not expressly included in the
Agreement on Trade-Related Aspects of Intellectual
Property Rights (TRIPS Agreement)2. It is drawn from the
doctrine on Article 31 of the TRIPS Agreement, which

frames the use of other use without authorization of the

right holder.?

In its original version, to mean before its amendment on
30 August 2003 in the Doha Round negotiations, the
TRIPS Agreement prohibited the possibility of exporting

or importing products produced under the compulsory

minimums. For example, Article 33 of the TRIPS Agreement states that the
term of protection is at least 20 years. This implies that Members may
grant more, but not less than this minimum term.

3 TRIPS Agreement, Article 31
<https://www.wto.org/english/docs_e/legal_e/27-trips_01_e.htm>
accessed 12 December 2017.
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licenses. Indeed, under Article 31(f), compulsory licenses
are issued mainly for the supply of the market of the
Member who has granted them. They were, therefore,
intended to solve only the internal problems of the
country that issued them. Therefore, original compulsory
licenses provided in the TRIPS Agreement could not
address the health concerns of countries that do not have
the capacity or infrastructure to locally produce the drugs
and vaccines, which is the case for the least developed
countries (LDCs) and many other developing countries.
This significantly reduces the scope and effectiveness of
compulsory licensing as an instrument to address the
problem of access to medicines when the country is
unable to provide its own production or when it needs to
respond quickly to an emergency. That is why additional
measures have been adopted at the WTO, in the margins
of the Doha Round negotiations?, to correct this situation,
by adopting the authorization for the export and import
of medicines produced under compulsory licenses. But
this must follow a very strict procedure and conditions, as
will be seen in the paragraph devoted to this new version
of compulsory licenses. But before we get to that point,
we must start with the mechanism of the general version
of compulsory licenses, the new version being an
exception provided for medicines only.

2. COMPULSORY  LICENSES IN

THE TRIPS

AGREEMENT

Article 31 (other use without authorization of the right
holder®) provide that the Member may authorize the use
of the patented object without the authorization of the
right holder, particularly in cases of national emergency®.

Thus, compulsory licenses were presented as an answer

4The Doha Round of negotiations (Qatar) began with the WTO Ministerial
Conference, which was held from 9 to 13 November 2001. The Doha
Round is the current round of trade negotiations between WTO Members.
This round of negotiations began on 1January 2002, initially for a
maximum of three years, and continues until today! Also known as the
development round, its goal is to fundamentally reform the international
trade system through the reduction of trade barriers and the adoption of
revised trade rules. The work program includes some 20 areas, including
agriculture, services and IP that have already been negotiated.
Negotiations between developed and developing Members, however,
have yet to reach a compromise in areas such as agriculture and non-
agricultural (WTO, The Doha Round,

market access
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to the problem caused by patents in access to medicines
in the South countries and in the LDCs in particular’. In
theory, the use of compulsory licenses could make
medicines affordable and accessible while ensuring that
remuneration for the

the patent owner receives

exploitation of his invention. In most developed
countries, compulsory licensing is one of the mechanisms
that WTO Members use to promote competition and
access to medicines. However, the fact that products
manufactured under compulsory licenses cannot be
exported deprives them of their usefulness as an
instrument for promoting access to medicines. What is
the guiding principle of compulsory licenses, and what is
the procedure for their use to address an emergency

need?

A. THE PRINCIPLE OF COMPULSORY LICENSES AND
THEIR APPLICATION

In principle, compulsory licenses are granted in the event
of a national emergency in order to permit the local
exploitation of a patented invention in order to solve a
conjectural problem that the country is facing. The TRIPS
Agreement expressly authorizes Members to grant
compulsory licenses on the basis of their particular
circumstances. It is the Member himself who determines
the circumstances that justify the granting of these
compulsory licenses, but this use must cease when the
circumstances justifying them no longer exist8.

Article 31 of the TRIPS Agreement, which allows
compulsory licenses, does not specify the grounds on
which such licenses may be granted®. It lists only, for
information, some situations justifying their granting. It is

referred to that a Member may derogate from the normal

<https://www.wto.org/english/tratop_e/dda_e/dda_e.htm>  accessed
16 January 2018).

5 According to footnote 7 of the TRIPS Agreement, other uses mean uses
other than those permitted under Article 30 of this Agreement, namely
exceptions to patentee.

6 TRIPS Agreement, Article 31(b).

7 Guesmi A, Le médicament a 'OMC : droit des brevets et enjeux de santé
(Larcier 2011) 182.

8 TRIPS Agreement, Article 31(g).

° Remiche B, Kors J, L’Accord sur les ADPIC : dix ans aprés (Larcier 2007)
189.
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rules of patent protection in situations of ‘national
emergency or other circumstances of extreme urgency
or in the case of public use’l%. These situations may
include reasons of public health (for example, following a
natural disaster, war or epidemic)!l. Thus, a compulsory
license may include medicine, an instrument, or any
other product whose use relates to health (hospital

equipment and materials, diagnostic equipment, etc.)12.

Thus, the protection of the public interest, like public
health, is sufficient to justify the granting of compulsory
licenses. For those reasons, epidemic or pandemic
diseases, like COVID-19, can be considered as a national
emergency to justify the granting of such licenses and
thus meet the needs of developing countries in terms of
access to medicines or vaccines?3. It is therefore accepted
that the WTO Member can exploit any patented
invention for public health reasons and use compulsory
licenses to produce drugs or vaccines and provide them
at the cost of production, or even free of charge, to the

poorest patients who need them urgently4.

While Article 31 of the TRIPS Agreement leaves Members
free to determine the grounds for granting compulsory
licenses, it is very explicit in terms of the conditions that
must be fulfilled for a compulsory license to be granted.
In addition to the obligation to apply for the voluntary
license before it can be granted ex officio by the public
authorities, the owner of the patent must, in the event of
compulsory use of his invention, receive ’adequate
remuneration, taking into account of the economic value
of the authorization’> and this condition is applied to all

types of compulsory licenses.

10 TRIPS Agreement (n 5).

1 Correa C, Velasquez G, L’accés aux médicaments: entre le droit & la santé
et les nouvelles régles du commerce international (Harmattan 2009) 44-
45.

12 |bid 73.

13 This allowed, for example, Zimbabwe to declare in May 2002 a "six-
month emergency"”, allowing the manufacture of generic drugs used in
the treatment of HIV / AIDS or its opportunistic diseases (Guesmi A,
(n 8)268-269.

14 Guesmi A (n 7) 267-268.

15 TRIPS Agreement, Article 31(h).

31

Although a system of compulsory licensing is provided for
in many national laws, the number of such licenses
granted in practice remains relatively low in developing
countries. However, even if their use is relatively limited,
they are an effective mechanism for stimulating
competition and a credible weapon that can lead the
patentee to grant price reductions or a voluntary
license®, According to Ladas, ‘the advantage of the
existence of provisions concerning the granting of
compulsory licenses in national legislation is that the
threat created by these provisions incites patent owners
to grant contractual licenses on reasonable terms’l’.
Beier has developed a similar reasoning by noting that
‘compulsory licensing, because of the fear that it gives
rise to forced licensing procedures, makes patentees
more inclined to grant voluntary licenses’18, In Brazil, for
example, Decree No. 3201/99 provides that in cases of
national emergency or for reasons of public interest
recognized by the authorities, a compulsory license may
be granted ex officio on a temporary basis if necessary?®.
In 1999, Brazil has threatened to produce generic drugs
for HIV/AIDS and to grant a compulsory license to obtain
from pharmaceutical companies’ discounts on their
patented medicines. For many years, this strategy has
been successful?°. However, one compulsory license was
granted in 2007 for non-commercial public use of
efavirenz for a period of five years and a rate of
remuneration of the patentee of 1.5%. While the
patentee was offering a 30% discount on its prices, the
first batch of generic efavirenz products under
compulsory license from July 2007 had a discount of 65-
70%2t. This example is presented as evidence of the
effectiveness of compulsory licensing in solving the
problem of access to medicines in poor countries. But if

this has been possible in Brazil, this cannot be valid in

16 Correa C, Velasquez G, Comment préserver I'accés aux médicaments
(Harmattan 2010) 94.

17 pericles Ladas S, Patents, trademarks and related rights national and
international protection (Vol. 1, HUP 1975) 427.

18 Karl Beier F, ‘Exclusive rights, statutory licenses and compulsory licenses
in patent and utility model law’ (1999) 30 International Review of
Industrial Property and Copyright Law 260.

19 Correa C, Velasquez G (n 11) 77.

20 ibid 77.

21 Correa C, Velasquez G (n 11) 78.
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most poor countries, since besides these countries do not
have the same industrial capabilities as Brazil, these drugs
produced in Brazil or other emerging countries cannot be

exported to other southern countries.

B. THE LIMITS OF COMPULSORY LICENSES TO
ALLOW ACCESS TO MEDICINES IN THE LDCs

The text of Article 31 of the TRIPS Agreement contains an
important provision regarding the scope of the use of
compulsory licenses in solving the problem of
accessibility of patented medicines by the populations of
LDCs. Indeed, any use of compulsory license must be
authorized ‘mainly for the supply of the internal market
of the Member who authorized this use’?2. Thus, the
TRIPS Agreement prohibits the use of compulsory
licenses that are not intended to supply the domestic
market of the country that issued them. However,
importation is the only option that LDCs can use to buy
drugs since they do not have the capacity to produce
them locally. This significantly reduces the effectiveness
of compulsory licensing as a tool to facilitate access to
medicines, as local production may not be feasible in
several LDCs and other developing countries, given that
the size of their local markets does not justify such
production or investment for the private sector?3. Indeed,
the problem for many LDCs is the lack of means to
manufacture their own medicines, especially in case of
emergency situations. They must therefore refer to
imports. However, a developed Member could not, under
Article 31 of the TRIPS Agreement, allow the use of a
patent for the purpose of exporting a patented medicine
that would be necessary for a country other than him,
even in case of emergency. The latter, rich or poor, could
not authorize the importation of drugs manufactured
under a compulsory license in another country that

authorized their production?4.

22 TRIPS Agreement, Article 31(f).

23 Remiche B, Kors J (n 9) 189.

24 Remiche B, Cassiers V, Droit des brevets d’invention et du savoir-faire :
Créer, protéger et partager les inventions au 21éme siécle (Larcier 2010)
143.

As a result, countries that do not have sufficient
infrastructure, technical and financial capacity in the
pharmaceutical sector to locally produce the medicines
they need are not able to take advantage of the
compulsory licensing system. However, they may allow
the importation of medicines from countries where they
are not patented, which is random in the case of more
interesting drugs, inventors hastening to patent them
wherever they are likely to be easily reproduced?®. For
this, seen in this aspect, the TRIPS Agreement opposes
compulsory licensing to satisfy international markets
through export and import. However, it should be noted
that, even though the WTO Dispute Settlement
Body (DSB) has not yet been seized for the interpretation
of Article 31 of the TRIPS Agreement, the presence of the
word ‘mainly’ implies, according to us, that the export of
the products manufactured under compulsory licenses
remains possible. In our point of view, the usual meaning
of this provision is erroneous because its right
interpretation is that exports are possible, even though
they are not the principal activity of the licensee of the
patented product. This provision simply means that the
use of a compulsory license for export may be an
exception®, the rule being internal use. Something which
is an exception is not illegal. It is only circumscribed or
subject to conditions. The beneficiary of the compulsory
license may export his products, but only in exceptional
circumstances, which can be the case in an emergency.
The only problem is that the TRIPS Agreement did not

provide for the conditions for this eventuality.

Moreover, it is difficult to determine the criteria that
would make it possible to judge the 'main’ or 'subsidiary’
nature of these exports (in particular with regard to
amounts, volumes, frequencies, destinations, etc.). The
consequence of this confusing situation is that it is the
countries without technological capabilities that are in

difficulty and who are most affected by the problem of

25 Correa C, Intégration des considérations de santé publique dans la
législation en matiére de brevet des pays en développement (South
center 2001) 162.

26 This is an exception to the use of compulsory licenses, which is itself an
exception to the normal patent system.
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access to medicines?’. This prompted LDCs, particularly
African countries, to request a revision of this mechanism
to allow the export and import of medicines produced
under compulsory licenses and a new version of
compulsory licenses was adopted in response to the
concerns of those countries that "do not have the local
capacity to produce themselves the generic drugs they
need"?8,

3. THE AMENDMENT OF ARTICLE 31(f) AND
PARAGRAPH 6 OF THE DOHA DECLARATION AND
THEIR LIMITS

In 2001, during the Doha WTO Ministerial Conference, a
declaration was adopted concerning the links between
the TRIPS Agreement and public health problems. While
some people attach importance to this statement,
reiterating the idea that intellectual property (IP)
protection remains an incentive for the development of
new medicines, it explicitly mentions, in a clear manner,
the harm to public health that patents represent, given
their impact on the prices of medicines?. Following this
more political than legal signal3°, the most important
measure taken in the WTO framework to solve patent
problems in the field of public health has been the
Decision of the WTO General Council of 30 August 2003,
which allows the export or import of drugs produced
under compulsory licenses for countries that do not have
the infrastructure or the capacity to produce them
locally. This Decision, which was provisional, was made
permanent by the ratification of the Protocol amending
the TRIPS Agreement, open to signatures by WTO
Members, in accordance with Article X of the Marrakech
Agreement establishing the WTO, since
6 December 2005. Although this 2003 Decision was

presented as a step forward in solving the problem of

27 Remiche B, Kors J (n 9) 190.

28 Decision of 30 August 2003 on the implementation of paragraph 6 of
the Doha Declaration on the TRIPS Agreement and Public Health, (see for
more details WTO, Decision of the General Council of 30 August 2003,
implementation of paragraph 6 of the Doha Declaration on the TRIPS
Agreement and public health, WT/L/540 and Corr.1, September 2003,
<https://www.wto.org/english/tratop_e/trips_e/implem_para6_e.htm>,
accessed 11 December 2017).
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access to medicines for the populations of LDCs, it did not
produce the expected effects because of several failures
(paragraph b), which handicapped its effectiveness.
Indeed, this new procedure for exporting medicines
produced under compulsory licenses (paragraph a) is
long, cumbersome, and restrictive. This means that
Members, which are not directly concerned, are not

ready to engage in these ‘new’ compulsory licenses.

C. THE ‘NEW’ OR ‘SPECIAL’ COMPULSORY
LICENSING PROCEDURE FOR MEDICINAL
PRODUCTS

The Doha Declaration is a compromise resulting from

negotiations between WTO Members to reassure
international public opinion3! and to demonstrate the
willingness of Members to settle the question of access
to new drugs and vaccines. This political commitment to
solve the patent problem in access to medicines (point i)
has been reflected by the adoption of the 2003 Decision,
which has become binding since then, pending the
ratification and entry into force of the Protocol to amend

Article 31 of the TRIPS Agreement (point ii).

4. THE 2001 DOHA POLITICAL CONSENSUS ON THE
INEFFECTIVENESS OF ‘ORIGINAL’ COMPULSORY
LICENSES

The Doha Declaration, which embodies this consensus,
states in paragraph 6 that Members with insufficient
manufacturing capacity or low technological capabilities
in the pharmaceutical sector find it difficult to make
effective use of compulsory licenses under the TRIPS
Agreement. The Declaration recommends to the TRIPS
Council to find a quick solution to this problem. This

Declaration is the first relaxation of the constraints on the

29 Article 3 of the Doha Declaration on TRIPS Agreement and Public Health,
<https://www.wto.org/english/thewto_e/minist_e/min01_e/mindecl_tri
ps_e.htm>, accessed 21 November 2017.

30 1t is only a declaration and not a treaty or agreement, in the sense of
international, and does not reflect, as such, commitments of Members.
Remiche B, Kors J (n 9) 235.

31 Botoyltuku E, Propriété intellectuelle et droits de 'homme : I'impact des
brevets pharmaceutiques sur le droit a la santé dans le contexte du
VIH/SIDA en Afrique (Bruylant 2007) 387.
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LDCs on the issue of access to medicines32. Even if a

Declaration does not constitute a binding legal
instrument in international law, the Doha Declaration is
considered as an interpretative framework of the TRIPS
Agreement, which must be interpreted in the light of this
Declaration, which ‘allows making righteous decisions
with respect to conflicting interests'33 under the TRIPS
Agreement’34. In recognizing the importance of the
problem of access to medicines in the developing
countries and the urgent need to find solutions quickly,
the Doha Declaration recognizes that there is a problem
regarding the use of compulsory licenses in developing
countries that do not have local manufacturing
capabilities for medicines. The Doha Declaration thus had
important political and legal implications. Although it is
not binding, it has a certain value in that even if Members
cannot require the application of the provisions it
contains, they must at least observe what has been
agreed upon, and their partners cannot blame them,
even if this behaviour was contrary to pre-existing rules3>.
With the adoption of this Declaration, the consensus on
the patent issue and public health was formed and served
as proof of the existence of the opinio juris®® that has
formed around this issue3’. The Doha Declaration
recognized the need to fill the gap found after the entry
into force of the TRIPS Agreement and set guidelines that
members have to follow. Indeed, Article 4 of the Doha
Declaration states that the TRIPS Agreement does not
prevent Members from taking measures to protect public
health. Accordingly, the Agreement must be interpreted
and implemented in a manner that supports the right of
Members to protect the health of their populations and

promote the access to medicines for all38. It, therefore,

32 Remiche B, Kors J (n 9) 235.

33 This is to balance the interests of patent holders and those of patients
who need to use drugs covered by these patents.

34 Gervais D, L'Accord sur les ADPIC: propriété intellectuelle a 'OMC
(Larcier 2010) 77-78.

35 Daillier P, Forteau M, Pellet A, Droit international public (L.G.D.J
Lextenso Editions 8 éd 2009) 430.

36 This may be considered that this is a new source of international law,
not provided for in Article 38 of the ICJ Statute, or at least a new technique
for the creation of international legal rules, all the more so that an
international body is bound by the resolutions it adopts, even if they are
not binding on Member States. This way of developing international law
is particularly effective in new areas: economic law, environmental law,

34

represents new provisions that can no longer be validly
opposed in the DSB and affirms the right of Members to
interpret and apply the TRIPS Agreement in a manner
that protects health. Subsequently, the influence of the
Declaration on the formation of the 2003 Decision and

the 2005 Amendment was decisive.

5. THE DECISION OF 30 AUGUST 2003 AND THE
PROTOCOL OF 6 DECEMBER 2005

The 2001 Declaration was clarified and made enforceable
by the Decision taken on 30 August 2003, of the General
Council. This Decision has the scope of a provisional
derogation from Article 31(f) of the TRIPS Agreement,
pending its proper revision. By this Decision, the WTO
General Council intended to prescribe the abandonment
of the provision of the TRIPS Agreement, which limited
the import or export of pharmaceutical products
produced under compulsory licenses. By this Decision,
Members are now allowed to derogate, under certain
conditions, from the obligations established by
Article 31(f) of the TRIPS Agreement and to proceed with
the export of generic drugs manufactured under
compulsory licenses to ‘eligible importing Members’3°. By
clarifying the content and conditions of implementation
of paragraph 6 of the Doha Declaration®® in order to
promote the import and export of generic medicines, it
enshrines the legality of the importation of generic drugs
from countries in which they are also patented but which
are not able to produce them themselves, or that they do
not have the technical capabilities, or that local
production would be

complex or expensive to

implement*1.

etc. Kiss A, Beurier JP, Droit international de I'environnement (3" ed. A.
Pedone 2004) 73.

37 ibid 69.

38 Remiche B, Kors J (n 9) 236.

39 'Eligible importing Member' means any LDC Member, and any other
Member that has made a notification to the TRIPS Council of its intention
to use the system set out in Article 31bis and his Annex as an importer, it
being understood that a Member may notify at any time that it will use
the system in whole or in a limited way, for example, only in the case of a
national emergency or other circumstances of extreme urgency or in
cases of public non-commercial use (Article 1(b) of the Annex of the TRIPS
Agreement).

40 Remiche B, Kors J (n 9) 241.

41 Correa C, Intégration des considérations de santé publique, 90.
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At the WTO Ministerial Conference in Hong Kong in
December 2005, Members approved the changes that
were transforming this temporary abandonment of
Article 31(f), in the case of medicines, into a definitive
amendment to

the TRIPS Agreement only and

exceptionally in the case of medicines. Indeed,
Article 31bis incorporates in the TRIPS Agreement the
provisions of the Decision of 30 August 2003, thus making
it final. Article 31bis states that the obligations of an
exporting Member under Article 31(f) shall not apply
regarding granting that Member of a compulsory license
to the extent necessary for the production of a
pharmaceutical product and its export to an eligible
importing Member#2. This is the first amendment of the
WTO Agreement. Despite this, the importation and
exportation of medicines produced under compulsory
licenses are subject to prior modification of national laws
in relation to Article 31(f) of the TRIPS Agreement.
However, the law modification is not always an easy
procedure, whether in the importing or exporting
countries, given the stakes that characterize the
pharmaceutical field. Since 30 August 2003, only three
exporting countries have amended their laws to adapt
Article 31(f), namely Canada, Norway and India*3. As for
the importing countries, apart from Rwanda, no other
Member has yet changed its national law to comply with
the 2003 Decision or the 2005 Protocol**. From the
foregoing, it would not be wrong to conclude that the

decision of 30 August 2003 did not achieve its objectives.

42 Protocol amending the TRIPS Agreement, Article 31bis, paragraph 1,
<https://www.wto.org/english/tratop_e/trips_e/wtl641_e.htm>
accessed 14 December 2017.

43 Bouissou J, ‘En Inde : la bataille pour des médicaments bon marché
continue’, Le Monde du 2 avril 2013,
<http://www.lemonde.fr/sante/article/2013/04/02/en-inde-la-bataille-
pour-des-medicaments-bon-marche-continue_3151796_1651302.html>
accessed 11 January 2018.

4 OMC, Notifications des membres importateurs de 'OMC, 2013
<http://www.wto.org/french/tratop_f/trips_f/public_health_notif_impo
rt_f.htm> accessed 26 October 2017.

45 Morin JF, Surbeck J, (2019) Mapping the New Frontier of International
IP Law: Introducing a TRIPs-plus Dataset, World Trade Review 1-14,
<https://doi.org/10.1017/51474745618000460> accessed 4 May 2022.

46 El-Said H, El Said M, ‘TRIPS Plus Implication for Access to Medicines in
Developing Countries: Lessons from Jordan-United States Free Trade
Agreement’ 2007, J World Intellectual Property 10(6).

47 The application began in August 2004, but was blocked by the fact that
MSF, which was the payer, should transit through its warehouses in

35

THE FAILURES OF THE REVISED VERSION OF THE
COMPULSORY LICENSES FOR MEDICINAL PRODUCTS

The new procedure of compulsory licenses for medicinal
products has many obstacles that hinder its effectiveness
in solving the problem posed by patents in the field of
medicines access. Apart from the fact that the Protocol
on the amendment of Article 31 of the TRIPS Agreement
was not greeted with enthusiasm by the LDCs and has not
yet been incorporated into the national legislation of
potential exporters, it provides for a cumbersome
procedure that imposes many constraints. In addition,
the drug-producing countries continue to use their
political and economic influence to obtain from Southern
countries the abandonment of the use of these new
compulsory licenses, notably by entering into bilateral or
regional agreements on IP: TRIPS plus#® 46, The result is
that about 15 years after its adoption, the new procedure
of compulsory licenses has been used only once and with
less efficiency since the medicines requested by Rwanda
were produced and delivered only four years after the
start of the procedure*’. This single example to date of
the export of generic drugs from Canada to Rwanda
provides evidence of the inefficiency and non-
operationality of this new solution contained in the
2005 Protocol amending Article 31(f) of the TRIPS

Agreement.

France, while the latter is not an "eligible importing Member" (Esmail L,
Elliott R, Accés aux médicaments et la propriété intellectuelle:
uneréuniond'expertsinternationaux sur le Régime canadien d'accés aux
médicaments, les développements dans le monde et les nouvelles
stratégies pour améliorer I'acces, 19-21 avril 2007: rapport sur la réunion
<http://www.aidslaw.ca/publications/interfaces/downloadFile.php?ref=
1253> accessed 23 December 2017. In addition, recipient countries were
not well specified, which is normal for an NGO operating in more than one
country. After several negotiations, Rwanda, with the support of MSF, has
notified the WTO of the issuance of a compulsory license and its intention
to import a triple therapy (zidovidune/lamivudine/nevirapine) from
Canada. On 19 September 2007, Canada granted a compulsory license to
a Canadian firm, Apotex, to produce 260,000 tablets of Apo-Triavir at cost
and ship them to Rwanda. On 23 September 2008, Apotex announced
that it was ready to deliver the product to Rwanda. A total of 15.6 million
tablets of Apo-Triavir were exported to Rwanda at a price of CAD 0.195
per tablet. Correa C (n 41) 95-96.
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6. LDCs LACK OF ENTHUSIASM FOR THE 2005
PROTOCOL AMENDING THE ARTICLE 31(F) OF
THE TRIPS AGREEMENT

The Marrakesh Agreement Establishing the WTO makes
the modification or clarification of WTO agreements
conditional on a Decision of the Ministerial Conference
ratified by a two-thirds majority of the members. Article X
of the Agreement Establishing the WTO provides, in its
third paragraph, that amendment takes effect once it has
been

ratified by two-thirds of the Members, in
accordance with the internal procedures of each
Member. In application of this Article, the Hong Kong
Ministerial Conference of December 2005 gave Members
until 1 December 2007 to ‘accept’® this Protocol. This
deadline has been postponed several times, and the
required number of signatories has not been reached at
the end of 2011. Thus, the WTO General Council has
decided to postpone the entry into force of the Protocol
indefinitely until the required ratifications are reached.

Finally, on 23 January 2017, the WTO announced the
entry into force of the 2005 Protocol ‘after its ratification
by two-thirds of the Members’#?, as provided by Article X
of the Marrakesh Agreement establishing the WTO, and
replaced, from that moment, the August 2003 Decision
that remained in force until that date. However, by that
date indicated by the WTO as the date of entry into force
of the Protocol, only 16 LDCs out of 48 have ratified.>° A
surprising number for an amendment that was supposed
to solve the problem of access to medicines, a problem
that affects them more than other countries. The reason
for the lack of interest of most of these LDCs for this
amendment is that they are aware that the provisions

contained in this Protocol will not allow them to solve the

“8|n this context, this verb ‘accept’ means ‘ratify’.

4 WTO, WTO IP rules amended to ease poor countries access to
affordable
<https://www.wto.org/french/news_f/news17_f/trip_23jan17_f.htm>
accessed 27 September 2017.

50 See the list of countries that have ratified the Protocol of the
TRIPS Agreement
<https://www.wto.org/english/tratop_e/trips_e/amendment_e.htm>
accessed 15 January 2018.

51|t should be noted that even the non-ratification of the 2005 Protocol,
which would make the August 2003 Decision permanent, does not
prevent it from being applied in accordance with the provisions of the

medicines

amendment of the
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problem of access to medicines, given the cumbersome
nature of the mechanism it plans. Moreover, if the
amendment were to improve the situation, the change
would already have been noted since. Although the
Protocol has not yet entered into force, the Decision of
30 August 2003, which provides for the same mechanism,

was provisionally in force>?.

Nevertheless, the problem of access to medicines has
remained intact, despite almost two decades that have
passed since its adoption. The obstacles of the
application of the 2005 Protocol remain even after its
entry into force. The difficulties are to look elsewhere,

especially in the cumbersome of this mechanism.

7. THE CUMBERSOME NEW PROCEDURE OF
COMPULSORY LICENSES
The complexity of the new compulsory licensing
mechanism has generated some scepticism about its
functionality. While the Doha Declaration called for a
quick and easy solution to be implemented, it is a
cumbersome, lengthy, and costly mechanism provided
for in the decision of 30 August 2003. Before importing
medicines produced under compulsory licenses, the
‘Eligible importing Member’ that wishes to issue the
compulsory license must demonstrate the failure of its
attempt to negotiate with the patent holder>2. This was
not required in the general TRIPS flexibility regime if the
license is issued in a national emergency. Thus, this new
mechanism complicates the ‘normal or general’s3

procedure of compulsory licenses, a system that was

already particularly difficult to implement.

Agreement Establishing the WTO (Article 10 of the 2003 Decision and
Article XXIIl of the GATT 1994 paras. 1(b) and (c).

52 |mplementation of the Paragraph 6 of the Doha Declaration on the
TRIPS Agreement and Public Health, WT/L/540 and corr. 1,
1 September 2003,
<https://www.wto.org/english/tratop_e/trips_e/implem_para6_e.htm>
accessed 3 May 2022.

53 |t should be recalled that the compulsory licensing system provided for
in the 2003 Decision and the 2005 Amendment applies only to medicinal
products. Other products remaining under the general compulsory
licensing regime as provided for in Article 31 of the TRIPS Agreement.
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The process of using these new compulsory licenses is

extremely laborious. To obtain supplies of drugs
produced under compulsory licenses, the Member in
need of these drugs makes the request to another
Member who has the capacity to produce them. The
latter makes the order and is a guarantor to the
pharmaceutical firm that agrees to produce them. The
obligation to issue compulsory licenses simultaneously in
the producing country and the importing country, the
multitude of notifications and information to be
transmitted to the WTO, the proof of the needs of the
importing country and its inability to produce locally>*,
are factors that would make the process more
cumbersome and slower. These administrative
procedures complicate the mechanism to the point of
rendering the decision of 30August 2003 and
2005 Protocol ineffective. Thus, importing countries,
which until then only had to declare a compulsory license
to be able to obtain generic supplies of a patented
medicine, are, by this device, obliged to carry out
information and notification procedures to the TRIPS

Council®3,

In addition, the exporting Member>¢ has to manufacture
only the product in a quantity that it has notified to the
WTO. In fact, the compulsory license must specify the
name and quantity of the products that the country
wants to export in this context. All drugs produced under
compulsory licenses must be identified by means of
specific labelling or marking (colour, shape, or packaging)

to distinguish them from the patented products for which

54 The country wishing to use the mechanism must establish that it does
not have manufacturing capacity in the pharmaceutical sector or that it is
insufficient and that it is not in a position to acquire such capabilities in
the short term, unless it is a LDC in which case this does not apply, as the
LDCs are presumed not to be in possession of it.

55 Annex of the WTO TRIPS Agreement, para.2(a),
<https://www.wto.org/english/tratop_e/trips_e/wtl641_e.htm>
accessed 14 December 2017.

56 ‘Exporting Member’ means a member using the system to produce
pharmaceutical products for, and export them to, an eligible importing
member. See the Annex of the TRIPS Agreement, paragraph 1(c),
<https://www.wto.org/english/tratop_e/trips_e/wtl641_e.htm>
accessed 14 December 2017.

57 Gervais D (n 34) 76.

58 Gervais D (n 34) 79.

59 Re-export is not even allowed for developing or LDC Members with
similar health problems who have signed a regional trade agreement
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they are equivalent®’. This implies that if a company
wants to produce for several different countries, it must
proceed to a different marking for each country of
destination®. It must export all the products
manufactured in each eligible importing Member, which
in turn must take reasonable measures to ensure that
the exemption does not result in the diversion of the
exported pharmaceutical products and to prevent their
re-export or use by ineligible Members®. This is likely to
discourage developed country firms from becoming
involved in the process of exporting drugs produced
under compulsory licenses, as this requirement of
multiple marking constitutes an additional constraint or
burden in money and time. For example, Appotex® did
not wish to receive a new order from Rwanda, claiming
that it had lost money in the first order of antiretroviral it
has delivered to Rwanda®?.

The exporting country must finally vouch for
remuneration and payment to the patent holder®2. Thus,
in the event the importing country fails to honour its
commitments, it is the exporting country that should pay
this remuneration. In addition, the conditions under
which the amount of such remuneration is determined
remains imprecise, as mentioned above. As far as this
remuneration is concerned, the importing country is
relieved of all liability to the patentee, who may directly
seize the exporting country. Thus, instead of encouraging

the export of drugs produced under compulsory licenses,

the mechanism provides a kind of sanction to companies

within the meaning of Article XXIV of the GATT 1994. Diversion (export to
a third country instead of the country for which the product was
manufactured) remains the main concern of rich countries. The
circumstances which justify the manufacture of a medicinal product under
a compulsory license for export to a country A and notifications
requirements do not apply to a country B, and the latter must make the
orders and notifications provided if it also wants to benefit from the
system. Gervais D (n 34) 387.

60 Appotex is the Canadian pharmaceutical firm that produced and
exported the compulsory licensed antiretrovirals in Rwanda.

61 Kohler JC, Lexchin J, Kuek V, Orbinski J, ‘Canada’s Access to Medicines
Regime: promise or failure of humanitarian effort?’ (2010) Healthc Policy
5(3) 40-48 <https://www.ncbi.nIm.nih.gov/pmc/articles/PMC2831732/>
accessed 14 May 2017.

62 Correa C, Velasquez G (n 16) 92.
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and developed countries that would be engaged in the

procedure.

The most worrying is that generic manufacturers are
allowed to produce only piecemeal and in quantities
previously specified. It is hard to imagine how they could
engage in investment by making adequate production
facilities without the guarantee of a sustainable market
or a sufficient volume to amortize its investment costs.
This situation alone constitutes a major discouragement.
Except in exceptional circumstances (many orders,
production process easy to copy, etc.), it is hard to see
how the mechanism would motivate firms to become
involved in such a process, without forgetting, as we have
seen, the pressures that these firms and their country

exercise over other countries that intend to use them.

In addition, requiring a manufacturer to obtain a
compulsory export license for each offer and for each
recipient country is a significant obstacle. This
requirement implies that the manufacturer establishes a
production line to execute an order and dismantle
everything after and to build or refurbish other new
infrastructure for another. It is simply surreal, as long as
the needs of the countries are often identical and often
concomitant, especially in case of epidemics, diseases, or
disasters. There is, therefore, a clear desire on the part of
developed countries to defeat the mechanisms provided
for by the new compulsory licensing procedure provided
for in the 2003 Decision.

8. THE WEAK INVOLVEMENT OF DEVELOPED

COUNTRIES

Already, several developed countries (such as Australia,
Canada, United States, Japan, and the European Union)

have indicated that they will not use the new system of

63 Annex of the WTO TRIPS Agreement
<https://www.wto.org/english/tratop_e/trips_e/wtl641_e.htm>
accessed 14 December 2017.

64 ibid.

65 See the US Trade Representative's 30 April 1999, press release which
lists countries that may be subject to economic trade sanctions under
Special Section 301 of the US Trade Act. Correa C, Velasquez G (n 11) 47.
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compulsory licenses as importers®3. This is logical because
they have sufficient capacity to produce locally the drugs
they need. Others (such as China, South Korea, Mexico,
and Turkey) said they would only use it in emergencies®.
Even worse, despite the lawful nature of these
compulsory licenses, their use remains residual, also
because, the pressure exerted by the rich countries and
their firms on the governments of the developing

countries which are using or planning to use them.

Some countries that have indicated their intention to use
it have been threatened by some developed countries
with commercial retaliation. These threats are
sufficiently dissuasive for these countries of the South to
give up the use of compulsory licenses®. Indeed, the
United States brought a complaint before the WTO
challenging the fact that it was possible to acquire a
compulsory license in Brazil even if the patent was not of
Brazilian origin®®. In addition, Thailand was also granted a
compulsory license for efavirenz in 2006 to import it from
India at a price corresponding to half of its marketing
Thailand. In

price in retaliation, one of the

pharmaceutical companies withdrew the pending
applications for approval of new drugs in Thailand.
Meanwhile, the United States has threatened Thailand
with commercial retaliation on jewellery, wood and
microprocessors and has placed it on the ‘priority watch
list’, that of countries whose IP protection is judged
inadequate®’. Thus, political, and economic pressures
remain a recurring problem even in the case of the new
compulsory licensing procedure, despite the fact that
these pressures have been formally denounced in the
Doha Declaration and in the 2005 Protocol itself¢8. In
paragraph 4, the 2001 Declaration states that the
pressure to impede the use of available flexibility in the
TRIPS Agreement runs counter to the spirit and purpose

of the Agreement. This provision has no longer been

66 Remiche B, Cassiers V (n 24) 144.
67 Correa C, Velasquez G (n 11) 77.
8 Protocol amending the TRIPS Agreement, Article 31bis, paragraph 4.
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respected; a Declaration remains a simple declaration
without any binding legal force. The answer to the
problem of patents and access to medicines in the LDCs
is, therefore, neither in the old version of the compulsory
licenses, nor in the new one designed specifically to solve
this problem, nor in any other exception provided for

through the WTO Agreements.

In the context of the SARS-COV-19 pandemic, it already
seems that the provision of the 2005 Protocol cannot
operate, that why many countries, United States, France,
the BRICS, European Union, among these, are in favour of
the suspension of patents on new vaccines against
COVID-19 to allow poor countries to acquire the doses

necessary to vaccinate their populations at a lower cost.

If the countries are traditionally hostile to any measures
aimed at calling into question the current system of
patents, with regard to drugs and patents, and even want
to suspend them, it is because they have observed the
failure of the mechanism established by the
2005 Protocol. In addition to the suspension of patents
on vaccines against COVID-19, other mechanisms have
been introduced to allow the vaccination of a large part
of the world population, especially in the COVAX

mechanism.

Even if these measures, including that of suspending
patents, do not constitute adequate answers, in my
opinion, to the problem of patents and access to drugs in
developing countries, they at least have the merit of
showing that the system put in place within the
framework of the WTO is not likely to resolve it and that
we must still get to work to adopt mechanisms likely to
resolve it. Proposals exist. It only remains to analyse and

adopt them.

9. CONCLUSIONS

Despite the flexibility of the TRIPS Agreement and other

WTO Agreements that are favourable to the LDCs and

that they can be exploited to take action in favour of
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health, the reality is that these countries are still unable
to have access to new medicines for their populations.
Indeed, in addition to the fact that these flexibilities are
inoperative because of technical incapacity and the fear
of trade and economic retaliation by rich countries,
developing countries cannot use compulsory licenses.
The latter, which are the most interesting of these
flexibilities and which could enable the LDCs to obtain
generic medicines, has proved ineffective in most of
these countries. Article 31 of the TRIPS Agreement
authorizing such compulsory licenses provides in
paragraph (f) that they may be granted only for the
supply of the domestic market of the Member who
authorized them. Thus, as this provision is interpreted as
a formal ban on the export of drugs produced under
compulsory licenses, the LDCs cannot exploit it to obtain
the medicines they need at reasonable and affordable
prices for their populations. Their pharmaceutical
industries lack the technical capacity and human resource
skills in drug production. The implementation of local
production in the LDCs is therefore not technically or

economically viable in these countries.

It is in this perspective that the 2001 Doha Ministerial
Conference allowed the relaxation of the compulsory
licensing rules by inviting Members to take measures
favourable to health. In 2003, the TRIPS Council adopted
a Decision amending Article 31(f) and making it
enforceable until the entry into force of the
2005 Protocol amending the TRIPS Agreement, which
made this derogation from Article 31(f) permanent. The
novelty of this 2003 Decision is that for countries without
technical capacity, the importation of drugs
manufactured elsewhere under compulsory licenses
became legally possible, thus repealing the provision that
prevented their export. But the conditions to be fulfilled
as well as the formalities to be done are all constraints
and limits to the use of this new system of compulsory
licenses. Indeed, this new system imposes many
administrative, legal, and political obstacles to the export
of generics. While the problem of affordable prices for

patients in the LDCs may theoretically be limited by this
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new system of compulsory licenses, the implementation
of this new system is more restrictive than the general
rules of the TRIPS, and it has become more complicated
and complex to import or export drugs than any other
product manufactured under compulsory licenses.
Because it has multiple requirements and multiple
notifications, and because it is based on country-by-
country, drug-by-drug action, it creates a lot of
paperwork and stretching delays that do not take into
account the urgent drug needs that the countries and

patients often face.
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4. COPYRIGHT AS COLLATERAL IN SECURITIES
LENDING TRANSACTIONS: A COMPARATIVE
ANALYSIS BETWEEN SOUTH AFRICA AND

OHADA COUNTRIES

. *
Caroline Joelle Nwabueze

ABSTRACT

Traditional input factors such as land, equipment, real
estate, and other tangible resources are often used to
create income. Thus, in secured financing, tangibles are
readily accepted by financing institutions based on their
materiality and hence practicability and certainty. Today,
the world has noticed a shift to the knowledge economy
where the creation of wealth is based on intangible assets
such as information, creativity, and intellectual
property (IP). Intangibles have developed to become an
asset class. Meanwhile, IP is a creation of the mind with
traditional financial tools such as assignment. The
effective management of knowledge assets like IP rights,
for instance, enables the delivery of financial and
economic benefits.! With the cash flow associated with,
for example licensing and assignment, the rights flowing
from copyright as an IP category could be traded and
commercialised. This paper critically examines the use of
IP rights deriving from copyright as an asset-backed
security in Africa. Taking South Africa and the OHADA
States? as case studies, it discusses the feasibility, under
law, of securitising copyright assets to enable right
holders’ access to credit, even before start-up. The paper
concludes with recommendations for proper financing of

the creative industries, which are determinant factors of

the African knowledge economy.

* Caroline Joelle Nwabueze is a Senior Lecturer and Associate Dean of the
Law Faculty of Enugu State University of Science and Technology in Enugu,
Nigeria. She is a formal post-doctorate research fellow at the University
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article.

1 HM Treasury, Getting smart about intellectual property and other
intangibles in the public sector: Budget 2018, OCL, October 2018, ©
Crown copyright 2018, p. 29.
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Keywords: intangibles, copyright, securities, collateral,

exclusive rights, assignment, South Africa, OHADA.

1. INTRODUCTION

In today’s knowledge economy, information products
play an essential role in the economic growth of
developing countries. Examples are numerous: films,
musical works, computer programs, etc. Copyright
regulates authorship and the rights associated with
products qualifying as creative works. Copyright is a
category of intellectual property (IP). Other categories
refer to industrial property and include patents,
trademarks, trade secrets, industrial designs, etc. IP falls
within the concept of property as used in Section 25 of
the South African Constitution.® Often, tangible
(corporeal) property (things) is encountered as objects of
security agreements. Things can be movable or
immovable. Human senses easily apprehend this kind of
therefore, a thing,

property. Property is, easily

perceptible. These attributes reinforce its
appropriateness as security. The opposite stands true.
The fact that a certain property is not tangible can
restrict its suitability as an object for security purposes.
Wille et al.* describes such property as ‘an abstract

conception with an intrinsic pecuniary value’.

The lack of financial means has been a major obstacle for
owners of intangible property in creative industries in
developing countries. Generally, funds scarcity for the
creation of works of authorship prevents economic
uplifting. Because adequate financing enables the
successful commercialisation of creative ideas, copyright
owners have been led to use their rights as security for
bank lending. South African courts, in the case of Louis

Pasteur v. Bonitas Medical,> have qualified 'good

2The African Organisation for the Harmonisation of Business Law of its
French acronym ‘Organisation pour I’'Harmonisation du Droit des Affaires
en Afrique’, is a gathering of 17 African countries, mostly French speaking:
Benin, Burkina Faso, Cameroon, Central African Republic, Chad, Comoros,
Congo, the Democratic Republic of Congo, Equatorial Guinea, Gabon,
Guinea, Guinea Bissau, Cote d’lvoire, Mali, Niger, Senegal, and Togo.
31996 Constitution of the Republic of South Africa.

4 Du Bois F, Wille G, Bradfield G, Wille’s Principles of SA Law (9t Ed JUTA
Law 2007) 24.

5[2018] ZASCA 82.
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security’ as easily realisable assets such as debtors’
property or investments. Meanwhile, several authors
cession of share's

describe  the personal

rights/guarantees as less good security.

In OHADA, copyright backed collateral as a form of
financing is not common as a majority of the corporations
are not willing to invest in an industry that has just started
growing.b Also, as is the case in many other countries,
using IP to gain access to credit is eagerly accepted when
main patents or brands are involved.” OHADA financing
institutions are afraid of losing their money due to
adverse moral hazard

uncertainty, selection, or

surrounding those rights in the region. Generally,
financial institutions hesitate to lend money to copyright
owners. The re-deploy ability of copyright and related
challenges in the advent of default and the borrower’s
reputation may explain the fears of the financial

institutions.8

The Supreme Court of South Africa has rectified this
derogatory approach in, Laugh It Off Promotions CC v
South African Breweries International (Finance) BV t/a
Sabmark International and Another.® The Court, in this

case, reiterated that:

The fact that property is intangible does not make
it of a lower order. Our law has always recognised
incorporeal as a class of things in spite theoretical

objections thereto.

The local market of OHADA nations grasps remarkable

trade businesses, individuals and companies making a

6 ‘Intellectual Property Financing — An introduction’ (WIPO Magazine,
September 2008)
<https://www.wipo.int/wipo_magazine/en/2008/05/article_0001.html>
accessed 18 December 2018.

7 1bid.

8 Loumioti M, ‘The Use of Intangible Assets as Loan Collateral’ [2012] SSRN
<https://dx.doi.org/10.2139/ssrn.1748675> accessed 18 December 2018.
9 CCT42/04 [2005] ZACC 7.

10 ‘How to Make a Living in the Creative Industries’ (WIPO Publication,
2017)
<https://www.wipo.int/edocs/pubdocs/en/wipo_pub_cr_2017_1.pdf>
accessed 18 December 2018.
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living in the creative sector. This sector includes a range
of activities from fashion design, cultural theatres, music,
performing and visual arts, the movie industry, traditional
architecture, the craft industry, etc.’® With the rise of
technological advancement, modernisation, and global
awareness, the OHADA creative sector has witnessed an
explosive expansion to ICT related businesses, including
electronic commerce, software and computer services,

video games production, etc.1?

Most of these creative industries in OHADA's emerging
creative sector are constantly exploring strategies to
encourage their rise and economic readiness. Creations
of the mind, such as inventions, literary and artistic
works, designs, symbols, names, and images, used in
commerce, are regulated by copyright.12 Copyright is
generated through creative activity. Through copyright,
the owner can secure economic benefits in the
marketplace.’3 Copyright as an incentive tool rewards
authors with exclusive remuneration rights as a
counterpart for their creativity and investment.1 Like all
property, the owner can lease it, license it, give it away or

sell it.13

Local entrepreneurs in OHADA Central African countries,
for example, are restricted in terms of access to funding.
For small and medium creative industries operating in
these various creative sectors, access to credit is
necessary for start-up or survival. Financing becomes an

accelerator for economic empowerment in these

developing economies. It equips SMEs with funding,

therefore boosting economic growth.

11 Ojoma O, 'Les industries créatives africaines ont le vent en poupe',
December 2021 at <https://www.un.org/africarenewal/fr/author/ojoma-
ochai-0> accessed [date unknown].

12 ‘How to Make a Living in the Creative Industries’ (WIPO Publication,
2017)
<https://www.wipo.int/edocs/pubdocs/en/wipo_pub_cr_2017_1.pdf>
accessed 18 December 2018.

13 1bid 6.

14 ‘The Arts and Copyright’ (WIPO Publication, September 2007) 25
<https://www.wipo.int/wipo_magazine/en/2007/05/article_0012.html>
accessed 18 December 2018.

15 Daly V, ‘True Econometrics wiki’ cited by WIPO DL450 Economic
Perspectives on Intellectual Property Management 8.


https://www.un.org/africarenewal/fr/author/ojoma-ochai-0
https://www.un.org/africarenewal/fr/author/ojoma-ochai-0
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To achieve economic development in the creative sector,
African film producers, for example, need access to
financing. The only backed-up tool at hand is the
copyright work which could include the cinematograph
film embedded on a disc, fashion design, or film
production. It becomes important to question to what
extent copyright owners realise the market value of their
works through their exploitation as a financing
instrument. And especially the response of the OHADA
banking legal system to the issuance of loans to copyright

owners with creative work as collateral.

In the face of negative apprehensions of intangible

property, it could seem that they are legally

inappropriate for security purposes.

This article sheds light on the securitisation of copyright
as assets for financing business operations. The paper
firstly concentrates on the acceptability of security over
intangible assets, specifically in the case of the rights
flowing from copyright. The legal regulating theories
relating to incorporeal, and property are highlighted in
the South African Roman-Dutch perspective and the
OHADA Napoleonic Civil Code approach. The paper
further underlines to what extent the legal traditions of
these countries have affected their legal capacity to grant
securities over intangibles. The paper analyses issues
arising in the course of adopting IP assets as security.
Discussions follow on subsequent legal changes adopted
in South Africa and OHADA and aiming recognition and
accommodation of copyrights as collateral in the lending
market. The paper concludes with an address to the need
for appropriate security objects to overcome the small

economic growth noticed in those sub-African regions.

16 ‘Valuating Intellectual Property Assets’ (WIPO IP Valuation)
<https://www.wipo.int/sme/en/value_ip_assets/>
21 March 2022.

1755, 2 Insolvency Act 1936.

18 Constitution (n 3), s. 25.

19 Intellectual Property Financing — An introduction’ (WIPO Magazine,
September 2008)
<https://www.wipo.int/wipo_magazine/en/2008/05/article_0001.html>
accessed 18 December 2018.

accessed
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2. COPYRIGHT AS PROPERTY

With the growing integration of IP as a valuable asset in
the industry sector, IP has become a driver of global
development. Today, intellectual capital is often the key
objective in mergers and acquisitions.’® A proper
understanding of the role of IP in a corporation and its
subsequent valuation is the cornerstone of the rightful

exploitation of intellectual assets.

Property is a wide concept, including rights and things.
Generally, one can divide things into two categories:
immovable and movable. Land and every right or interest
in land or minerals qualify as corporeal immovable
property, while rights constitute incorporeal movable
property.’” In South Africa, the right to property is
constitutionally protected and is not limited to land.18
The right to property extends to intangible assets: IP,
state debts, licenses and permits, and commercial
interests, for example.’® In the instance where such
intangible assets have interests vested in, the creation of
state monopolies will affect their management.?’ An IP
asset is classified as movable property.2! South African
law provides for the transfer of copyright as movable
property by assignment, testamentary disposition or
operation of law.22 Although qualified as movable
property, IP rights are not tangible. Henceforth, an IP
right is an incorporeal movable property. The courts have
affirmed that an intangible asset, despite its immaterial
nature and incorporeal aspect, falls within the meaning
of property and movable property?3 and can constitute

the subject matter of security.?

20 van der Walt, ‘The Constitutional Property Clause and Police Power
Regulation of Intangible Commercial Property- A comparative analysis of
case law’ in Property Law: Current Issues and Debates (Routledge 1999)
208.

2% Insolvency Act 1936, s. 2.

22 Copyright Act of 1978.

23 Bank of Lisbon and South Africa Ltd. v Master of the Supreme Court
[1986] ZASCA 121.

24 Makate v Vodacom Ltd [2016] ZACC 13.
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A. INTANGIBLE MOVABLE PROPERTY AND

SECURITY

Slomowitz A. J. in Video Parktown North (Pty) Ltd v
Century Associates and others?> purposely qualified
copyright as species of ownership. Copyright
comprehends a set of exclusive transferrable rights to the
copyright owner. Copyright over a piece of work is tied

with a plethora of economic and moral rights:

- Economic rights: the right to exploit the work in

material form26 and the right to publicly

communicate the work in the non-material
form.27

- Moral rights: the right to claim authorship of the
work, the right to object to any distortion,

mutilation, or derogatory action in relation to the

work.28

In OHADA, the author of the work enjoys the exclusive
right to exploit his work in any form whatsoever and

obtain monetary advantage therefrom.?®

In BSDA v Groupe Walf*® the local court affirmed the
exclusive right of the copyright owner to exploit the work

and perceive the fruits of its exploitation.3!

Transfer of IP rights to a financial institution as security
for a credit facility is a form of exploitation of personal
rights in it. Even though an incorporeal property cannot
be transferred physically, some personal rights flowing
from the IP rights can be transferred. The rights flowing

from copyright as an IP category operate as a monopoly

25[1986] 2 SA 623 (T).

26 National Soccer League t/a Premier Soccer League v Gidani (Pty) Ltd
[2014] 2 All SA 461 (G)).

27 Moneyweb (Pty) Ltd v Media 24 Ltd and another [2016] 3 All SA 193 (GJ).
28 ‘Intellectual Property Handbook: Policy, Law and Use’ (2", WIPO
Publication, 2004) 46; See also Nel and another v Ladismith Co-Operative
Wine Makers and Distillers Limited [2000] 3 All SA 367 (C) where the court
emphasised that the ownership of any copyright conferred by s 3 or 4 of
the Copyright Act on any work shall vest in the author or, in the case of a
work of joint authorship, in the co-authors of the work. In this case related
to the adaptation of an artistic work, the court mentioned that the
substantial features of the original label remain recognisable in the
disputed version. That version was accordingly found to be an adaptation
of the original, and therefore enjoyed copyright protection.
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granted to creators over their intellectual creations. In
practice, it is a combination of incorporeal rights entitling
the copyright owner to exclusive entitlements. The
bundle of rights in copyright could apply to literary works
such as books or computer programs. They could equally
apply to artistic works. Examples are music, paintings,
films, and sculptures. The moral rights flowing from
copyright relate to the personality of the author.
Whereas the economic rights enable the lawful owner to
extract financial benefits each time the work is used by

third parties.

Copyright holders such as artists, filmmakers, writers, or
musicians, like other individuals in the marketplace, have
a need to provide security for credit facilities made
available to them. The same also occurs for a loan or
overdraft facility. However, a credit provider requires
security from a debtor before it is prepared to grant a
credit facility. The amount of capital that a creditor is
willing to advance to a business depends on the reliability
of the business and the value of the assets given as
security.32 The question, therefore, arises to what extent
IP rights in copyright can be utilised as valid security for a

credit facility.

B. THEORETICAL BACKGROUND

According to Brits,33 real security law can be defined as
the use of institutions of property law, such as rights

acquired in or burdens imposed on proprietary

objects/things, to help ensure the fulfilment of personal

obligations.

29 Bangui Agreement on the Creation of an African Intellectual Property
Organisation 1999, Article 9(1), Annex VII.

30 Bureau Sénégalais du Droit d’auteur ¢ Groupe Walf, Tribunal régional
hors classe de Dakar, Ordonnance de référé no 402, 28 janvier 2010; 2013
4 Revue Africaine de Propriété Intellectuelle 53 note Laurier Yvon Ngombé.
31 Article 33 of Loi relative a la Protection du Droit d’Auteur No. 73-52 du
25 Janvier 2008 Republic of Senegal: « lauteur jouit du droit exclusif
d’exploiter son oeuvre sous quelque forme que ce soit et d’en tirer un profit
pécuniaire ».

32 Segal T, 5 C’s of Credit’ (Investopedia, 20 September 2021)
<https://www.investopedia.com/terms/f/five-c-credit.asp>
21 March 2022.

33 Brits R, Real Security Law (Gerrit Pienaar ed, 1%t edn, Juta 2016), 1.

accessed



WIPO-WTO Colloquium Papers, 2020, Special Edition

The banking sector has come to recognise intangibles as
a type of assets over which one can establish real security
rights.3* The copyright owner with the bundles of rights
in his patrimony can also use it as an object of security in

the same way as a movable asset or a piece of land.

a) Classification of Copyright as Property in South
African and OHADA Contexts

In South Africa, there is no express statutory provision
concerning the creation of a right of real security for
copyright. Therefore, the need to determine the nature
of IP prior to identification of the mean by which they
could be offered as real security (mortgage, bond,
hypothecation, etc.). It has been noted that, in the
absence of legislation on the securitisation of IP,
classification type determines the type of real security.35
Property rights include all kinds of property, i.e.,

immoveable, movable, immaterial, and incorporeal
property. It is trite law in South Africa that securitisation
of movable corporeal property can be attained through a
pledge or by registering a notarial bond over the asset.36
Incorporeal moveable property may be securitised by
means of a security cession, otherwise called cession in
securitatum debiti.3” Real security provides the creditor
with a limited real right in the property of the debtor as
security for the repayment of the principal debt. Real
securities are of two types: legal securities and securities
by agreement. For the purpose of this paper, we will only
consider security by agreement. They are of three types:
Pledge, mortgage, and cession in securitatum debiti.

Those are real securities born out of an agreement

35 Karijiker S, ‘Intellectual Property as a real security’ [2018] 6(1) SAIPL
<https://hdl.handle.net/10520/EJC-126f18c0ec> accessed 18 December
2019.

36 Ntsoan LS, ‘A Legal Comparison of a Notarial Bond in South African Law
and Selected Aspects of a Pledge without Possession in Belgian Law’
(Master of Laws Thesis, University of South Africa 2016).

37 Lubbe G, ‘Scott on Cession: A Treatise on the Law in South Africa, Susan
Scott’ [2019] 3 JUTA 619, 409-420.

38ibid. 409-2420.

39 Merges RP, Menell PS, Mark A, Lemley, Intellectual Property in the New
Technological Age (4t ed, Aspen Publishers 2006).
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between the debtor and the creditor. Their definition is

of essence to this study.

Pledge is a right over the movable or incorporeal property
of another which serves to secure an obligation.3® The
debtor provides his assets to the creditor in pledge until
full payment of the debt. In the restrictive sense, a
mortgage refers to the real security right over an
immovable property for which a mortgage bond is
registered in the Deeds Office.3 Cession in securitatum
debiti is real security related to incorporeal property
whereby the debtor pledges his creditor’s rights against

third parties to the creditor of the principal/extant debt.4°

OHADA countries, in their capacities of former French
colonies, have adopted the classification of property
under the French Civil Code. In line with Article 516 of the
Code, there are two kinds of property: movables and
immovables. Immovables refer to property immovable
either by their nature (example of lands)* or by
destination (example of animals attached to farming).*?
The traditional definition of property under the French
Civil Code did not accommodate intangibles as a
category. It was the subsequent analysis of the Doctrine*3
that came to establish financial intangibles such as shares
and industrial intangibles such as IP.#* Prior to the reform
in 2011, OHADA security law did not specifically
accommodate the particularities of IP. IP securitisation
was only acknowledged as an element comprising the
fonds de commerce. Article 53 of the former law referred
to the OHADA regional IP law — The Bangui Agreement of

the African Organisation of Intellectual Property — for the

40 Boschoff D, ‘Understanding the basic principles of property law in South
Africa’ (2013) The South African Council for the Quantity Surveying
Profession Module 3.

41 Article 517, Code Civil, 2013.

42 |bid.

43 Druffin-Bricca S, L'essentiel du droit des biens (14t Ed, Gualino Carres
Rouges 2021-2022).

4 Hania, « Les biens immatériels saisis par le droit des sdretés réelles
mobiliéres conventionnelles » 3, cited by Nadine Josiane Bakam Titgoum,
‘Le nantissement des marques de produits ou de services : le législateur
OHADA a [I'épreuve de (2016, 28CPI) 589
<https://www.lescpi.ca/s/3319> accessed 18 December 2018.

I'immatérialité’,
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legal regime applicable to the pledge of IP rights. The
latter was indisputably silent on the matter.*>

However, on 15 December 2010, to palliate the
restrictions noticed at the regional level and related to
the securitisation of intangibles, OHADA Member States
revised the regional security law to beautify local
jurisdictions into a more attractive business
environment, especially in the context of secured
transactions.*® The OHADA Revised Act (The new law)
offers more security options to borrowers and financing
institutions, especially in the field of IP, including the
assignment of receivables by way of security, cash
collateral, and the pledge of IP rights. In OHADA, IP rights
such as trademarks, trade names, and designs can be
pledged. The term pledge, such as used in the OHADA
Uniform Act organising securities, refers to the allocation
by the settlor of any part of his IP rights as security for a
debt.*” OHADA lawmaker has nevertheless subjected the
pledge of IP rights to new perfection formalities. The
pledged IP right must be registered in one of the special
registries in order to perfect the pledge.*® It is worth
noting that besides the pledge, IP rights can still be

included in a pledge of fonds de commerce.

This reform certainly enables the use of copyright to
bolster creative industries’ financing efforts in OHADA.
Lenders have been clothed with the capacity to protect
themselves by requiring copyright as collateral that the

financial institution can use in case the borrower defaults.

Analysing copyright securitisation implies a necessary
understanding of the dual nature of copyright as property

under real security law and right under commercial law.

45 Bakam Titgoum NJ, ‘Le nantissement des marques de produits ou de
services: le législateur OHADA a I'épreuve de I'immatérialité’, (2016,
28 CPI) 589 <https://www.lescpi.ca/s/3319> accessed 21 March 2022.

46 Giustini A, ‘The New OHADA Uniform Act on Security’ (Clifford Chance,
19 May 2011)
<https://www.cliffordchance.com/briefings/2011/05/the_new_ohada_u
niformactonsecurity.html> accessed 21 March 2022.

47 The OHADA Uniform Act organising securities, 2011 (Rev.), Article 156,
defines Pledge of IP as: an agreement whereby the settlor allocates as

48

b) Theoretical Foundations of Copyright

Recognition as Real Security

An understanding of copyright as a legal entity and right
presupposes a review of the philosophical bases for the
protection of private property. The mentioned theories

are well rooted in intellectual property.

Firstly, the Natural Rights perspective:

Natural law grants property rights to everyone over the

work of his hands.*® The fact that labour is the
unquestionable property of the labourer. Such works
could be creations, books, music, paintings and
sculptures, films, or technology-based works (such as
computer programs and electronic databases). Those
works are the fruit of the copyright owner’s sweat of the
brow.>0 Works are fruits, providing copyright over the
work to the copyright owner, as to a labourer.’!

Hettinger>? notes that:

The author’s natural property right gives him the
right to use his work. Transfer of copyright is one
component of the right to use the property right

in the thing produced by the author.

Secondly, the utilitarian/economic incentive perspective:
Utilitarian theorists promote the rewards of copyright
authors with enforceable rights. The South African
Copyright Act of 1978 thereof provides that the owner

has exclusive rights to do or to authorise the acts of:

- Reproducing the work in any manner or form;
- Performing the work in public;

- Broadcasting the work;

security for a debt all or any part of his existing or future IP rights such as
letters, patent, trademark and trade name, design and registered pattern.
48 The OHADA Uniform Act organising securities, 2011 (Rev.), Article 160.
4 Locke J, Two Treatises of Government (Awnsham Churchill, 1689);
Merges RP, (n 39).

50 Walter v Lane [1900] AC 539.

51 Hettinger EC, ‘Justifying Intellectual Property’ [1989] 18 (1) Phil & Pub.
Aff. 31.

52 |bid.
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- Making an adaption of the work; etc.>3

No one has the right to perform those acts without his or
her prior consent or license. Only the owner has the
exclusive rights to do or to authorise. Otherwise,
unauthorised acts shall amount to an infringement.>*
Copyright is, therefore, a right serving the purpose of
stimulating artistic creativity for the general public
good.>> The economic perspective theory values
copyright as a commercial right. Copyright, in this vein,
protects commercially valuable products of the human

intellect.>®

From these two theories flow the legal and commercial

aspects of copyright as real security.

C. DUAL NATURE OF COPYRIGHT SECURITISATION
IN SOUTH AFRICA AND OHADA: DOCTRINAL
APPROACHES RELATED TO THE
INCOMPATIBILITY OF PLEDGE WITH
DISPOSSESSION AND IMMATERIAL PROPERTY

Generally, real security involves an overlap between the
law of property and the law of obligations.5” Copyright as
real security comes into operation through a consensual
transaction, i.e., the copyright owner using his/her rights
over a work to secure a loan facility from a financial
institution. The loan is served in line with the terms of the
credit agreement. The use of copyright as security for a
loan prompts the IP owner to repay the loan in terms of

the loan agreement.

a) The South African Perspective and Traditional

Roman-Dutch Law

Creating legal security over copyright involves legal and

commercial aspects.

53 Rapid Phase Entertainment CC v S.A.B.C Wunsh [1996] J 597 JOC.
54The Copyright Act of 1978, s. 23.

55The US Copyright Act of 1909, Article 1, s. 8, Clause 8.

56 Black’s Law Dictionary, 2004, 824.

57 Brits R (n 33) 3.

Firstly, it is trite law that IP is an intangible property that
lacks a physical existence.?® In line with the traditional
Roman-Dutch school of thought, private property is an
incorporeal thing. Roman-Dutch law regards actions real
and personal as incorporeal things. As such, personal
actions could be dealt with in the same way as corporeal
things; they could be sold, mortgaged and pledged.
However, because they are intangible, it is not possible to
possess an incorporeal thing and, therefore, to transfer
ownership by means of delivery.>® This is supported by
Boshoff J. in Oertel NO v Brink,®® who specifically

underlined that:

but in the case of an incorporeal right, such right
is not capable of possession in any physical sense,
and there cannot also be a real delivery of such

right.

In the traditional Roman perspective, there can only be
delivery by means of quasi-delivery, otherwise called
cession. Delivery is by way of a cession of the right, and
the cession which the cessionary has is a quasi-

possession. 61

The contemporary approach to the transfer of
incorporeal has nevertheless witnessed a shift from the
traditional position. Transfer of immaterial encompasses
personal rights. A personal right is a property and can be
transferred from the estate of the copyright owner to the
estate of a financial institution. Consideration is given
here to the legal relationship between a legal subject and
the object of the right, for example, the copyright owner
and his/her works of creativity. Copyright under the
contemporary approach can be transferred from one
estate to another. This transfer is regulated by the

Copyright Act dealing with intellectual creations.

58 Black’s Law Dictionary, 2004.

59 Lubbe G (n 37) 409-420.

0 Oertel NO v Brink [1972] (3) SA 669 (W) 674D.
81 Gunman v Latib [1965] (4) SA 715 (A).
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The South African Copyright Act, 1978 (Copyright Act)
organises the transfer of copyright in section 22 of the
Copyright Act. In line with these dispositions, copyright is

transferable by assignment. Karijiker®? notes that:

The equivalent South African concept to an
assignment under English law is the cession [...]
thus, the concept of the assignment of copyright
appears to have been simply transposed into

South African law.

This transposition is nevertheless with a different
meaning. Cession under English law is limited to rights,
while assignment under South African law involves both
rights and obligations.53 Copyright as a legal right relates
exclusively to the law of property. In this context, it can
be transferred in South Africa, as underlined above, via a
cession, which regulates the transfer of assets in the
context of property law.%* The object of the copyright
being intangible, a bundle of rights related to copyright is
incorporeal by nature. Van der Merwe and De Waal
underline the difficulty to recognise incorporeal as
property from a doctrine perspective.®> Nevertheless,
South African Courts recognise a personal right (example
of copyright) is incorporeal. In addition, copyright is
classified as a movable property under the Copyright
Act.®® As moveable incorporeal property, in which way
can real security rights be created over copyright? Once
the copyright work is created and the exclusive right
granted to the author subsists in work, those rights,
statutory provided, constitute property. The author of
the work has real rights over those legal objects in spite

of the fact that those are incorporeal rights.%”

In the absence of a statutory provision on security over

IP, except the hypothecation of registered IP rights (for

62 Karijiker S (n 35).

63id.

64 Consolidated Finance Co Ltd v Reuvid [1912] TPD 1019 1024.

65 Karijiker S (n 35).

66 The Copyright Act of 1978, s. 22(5).

67 Karijiker S (n 35).

68 See section 41(3) of the Trade Marks Act 194 of 1993.

8 There has been a remarkable transformative approach in the
recognition of “cession of rights” in South Africa. In 1965, the older

example a trademark, where the deed of security is duly
endorsed in the trademarks register®8), Courts in South
Africa have resorted to legal mechanisms to obtain rights
of real security over copyright. South African Courts and
scholars have admitted that incorporeal movable
property may be pledged by means of a security
cession®. This seems to be an acceptable solution after

years of debates and philosophical arguments.

In Louis Pasteur Hospital Holdings (Pty) Ltd v Bonitas
Medical Fund’®, the Supreme Court of Appeal recalled the
legal principles regulating the cession of rights in South

Africa:

Since the object of a personal right is as yet
unrealised performance due by another, delivery
by the cedent or possession by the cessionary is
not, in a physical sense, possible. A transfer is
accordingly achieved not by reference to the
object of the right (the performance) or the
concurrence of the debtor who is to render it, but
by the interactive meeting of minds of the
transferor and the transferee. By their mere
agreement, the transfer is affected, irrespective of
the prior knowledge or consent or the subsequent

notification of the debtor.

The South African solution offers the advantage to
accommodate the dual nature of copyright: copyrightis a
movable property, and pledge is security over movables,
and the commercial aspects of copyright are taken into

account by the contractual legal aspects of cession.

A fortiori, this appears as a legal incompatibility of terms.
Firstly, a pledge is a security over corporeal movable

property, while copyright is movable incorporeal.

approach to the nature of cession was admitted in Gunman v Latib 1965
(4) SA 715 (A) 722A. For the first time, the transfer of personal rights was
considered by South African courts in the case Trust Bank of Africa Ltd v
Standard Bank of South Africa Ltd 1968 (3) SA 166 (A) 172H. The problems
flowing from this approach were underlined by Van den Heever JA in the
judgment of First National Bank of SA Ltd v Lynn 1996 (2) SA 339 (A) 350A.
0 Louis Pasteur Hospital Holdings (Pty) Ltd v Bonitas Medical Fund [2018]
ZASCA 82 (31 May 2018).
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Secondly, a pledge presumes dispossession of corporeal
movable property; meanwhile, the incorporeal nature of
copyright precludes dispossession. Courts have
nevertheless recognised the pledge of incorporeal

characterising security cessions.

Considering copyright as a personal right refers to
patrimonial rights regulated by the law of obligations.
Courts in South Africa emphasise that the only way in
which personal rights can be employed as security is by
means of an outright cession coupled with a fiduciary
agreement.” This type of cession will be analysed in the
section discussing the practicability of using copyright as

collateral in the lending market in South Africa.

b) The Practicability of Using Copyright as
Collateral in the Lending Market in South Africa

South Africa considers rights as an asset in a person’s
estate,’? which can be transferred at will. Securitisation
has become a common form of credit security, ensuring
access to credit in the country. Security cession is one of
the tools of securitisation which allows one to monetise
copyright assets.”3 The author of a work can agree with a
bank for the cession of his/her copyright for the purpose

of backing a loan request.

Any right entitlement in copyright vested in the copyright
owner can be construed as such.’ Copyright security
cession occurs with the copyright owner transferring his
bundle of rights (or part of it) to the cessionary to back up
his loan. This position is voiced by South African academic
authors such as Du Bois in Wille's Principles of South
African Law. Pledges have been specifically tailored for
movable corporeal property, while copyright is movable

incorporeal property in the nature of a bundle of personal

7% Trust Bank of Africa Ltd v Standard Bank of South Africa Ltd. [1968] (3)
SA 166 (A) 172H.

72 MV Snow Delta: Serva Ship Ltd v Discount Tonnage Ltd. [2000].

73 The Copyright Act of 1978, s. 22.

74 preformed Line Products v Hardware Assemblies 203 Kumleben J 202
JOC (N).

7> Johnson v Incorporated General insurance Ltd [1983] (1) SA 318 (A).

76 Contractually created security rights are only recognized as limited real
rights under South African Insolvency law. The secured creditor does not
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rights. In other words, it is not the copyright itself that
serves as security, but the personal rights as represented
in the bundle of rights. The cedent/copyright owner is
deprived of his rights, which subsequently vest solely in
the assignee. A deed of cession is the sole document
evidencing the transfer of the copyright owner’s personal
rights to the financial institution offering the credit

facility.

c) Distinguishing between Assignment and Cession

In the case of cession, there is a transfer of a personal
incorporeal emanating from an obligation by means of a
real agreement made between the cedent and cessionary
and arising out of a justa causa.” The cessionary can cede
his right to someone else if they choose to do so. Under
the regime of cession, for any right that the cedent has
ceded to the cessionary, the latter will become the owner
of the right. The cedent would no longer have any claim

to that right.

On the contrary, under the law of insolvency, an
assignment amounts to a transfer of right and not a
proper form of real security. The bundles of rights (or a
part of it) pass to the assignee, but not the ownership. If
the assignee becomes insolvent, the copyright forms part
of the assignee’s estate.’® In terms of s. 1(1) of the
Security by Means of Movable Property Act 53, the
registration of a non-possessory pledge over movable
property requires the asset to be 'specially described and
enumerated', and the possibility of obtaining actual
possession of the property serving as the object of
security. The strict peculiarity under the Act limits — the
integration of open-end assets such as personal rights as

security objects.””

acquire the use and enjoyment of the property when the debtor is in
default.

77 See Durmalingam v Bruce NO 1964 (1) SA 807 (D) at 812G-813B. See
also Koekemoer MM, Brits R "Lessons from UNCITRAL for Reforming the
South African Legal Framework Concerning Security Rights in Movable
Property" PER / PELJ 2022(25) — DOI <http://dx.doi.org/10.17159/1727-
3781/2022/v25i0a10992>.
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This is not the same under Copyright law where an

assighment extent to the complete transfer of rights.”®

d) Distinguishing between out-and-out Cessions
and Cessions in Securitatem Debiti in South

Africa

A cession deals with the transfer of an incorporeal thing
(personal right or claim) by agreement. In South Africa,
the law regulating real security in lending transactions is
remarkable for its pragmatism. The law of financing
offers several ways of securitisation of the economic
interests in the copyright. In terms of real security law,
security over incorporeal moveable property, South
Africa operates in practice two types of cession of right:
an out-and-out cession and a cession of incorporeal rights

commonly identified as in securitatem debiti.

The first type of security cession is an out-and-out
cession, otherwise called outright cession. Lubbe defines
outright cession as a cession effecting an alienation of
rights, a complete transfer of the right to the
cessionary.”® An outright security cession vests in the
cessionary the right in all its aspects. The cession entitles
the cessionary to do whatever he wishes to do with the
rights. An illustrative example is the case of Louis Pasteur
Hospital Holdings (Pty) Ltd v Bonitas Medical Fund,®°
where the cedent testified that the policies which were
subsequently ceded to replace the initial policies were an
outright cession which resulted in ownership of the
policies by the defendant and that this entitled the
defendant to do whatever they wished to do with the

policies.

The second type of security cession is a cession in

securitatem debiti. In this case, the cedent is not wholly

78 See Sec. 3.1.2. in this paper.

7 Van der Merwe JG, Van Huyssteen, et.al., Contract: General Principles
(5t ed, Juta 2016).

80 [2018] ZASCA 82.

81 National Bank of South Africa Ltd v Cohen’s Trustee [1911] AD 235.

82 [1964] SA 252 (A) at 271H).

8 Aretz K, Campello M, Marchica M, ‘Access to Collateral and The
Democratization of Credit: France’s Reform of The Napoleonic Security
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divested of interest in the asset he provided as security
to the cessionary.8! He retains a reversionary interest.
The cessionary will re-cede the rights to the cedent upon
satisfaction of the secured debt. The right related to the
bundle of rights does not transfer and remains in the

copyright owner’s estate.

A cession in securitatem debiti is in effect an outright
cession in which an undertaking or pactum fiduciae that
the cessionary will re-cede the right to the cedent on the
satisfaction of the secured debt. This was underlined by
the court in the case of Lief, NO v Dettmann.?

e) OHADA: Departing from the Napoleonic

Possessory Ownership

In OHADA, security laws are derived from the Napoleonic
Code or the French Civil Code, inherited from the French
colonial master. The Napoleonic Civil Code regulating
security and property matters is based on possessory
ownership, which facilitates the pledge of physical assets
only,8 and therefore creates fundamental limitations
regarding the securitisation of intangibles.8* French rules
governing the validation of collateral in credit
transactions, such as adopted under OHADA laws, did not
favour the Member States’ knowledge economies. This
prompted the following critique against economic elites’
thought to exert pressure over the design of legal

contracting frameworks, seeking arrangements that

benefit their interests.8>

The non-recognition of intangibles as property and
flagrant incompatibility between the immateriality of
intangibles, and the dispossession requirement under
pledge as recognised security, have fuelled abundant

doctrinal literature like in the South African context. In

Code’,
<https://www.tuck.dartmouth.edu/uploads/centers/files/Paper_10_Acc
ess_to_Collateral.pdf> accessed 19 December 2018.

84 Code Civil Napoleon 1804, Article 2075.

85 Aretz K, Campello M, Marchica M, 2020, 'Access to Collateral and The
Democratization of Credit: France's Reform of The Napoleonic Security
Code', (2019) 75(1) J. Finance 45-90 <https://doi.org/10.1111/jofi.12846>
accessed 19 December 2018.
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response to the Doctrinal debate, French lawmakers have
alternated throughout the 20t century securities with or
without dispossession in the case of intangibles. Pothier,
for example, affirmed that an incorporeal could not be
pledged in the absence of dispossession, which is the

essence of a pledge.8®

Finally, on 23 March 2006, the French law governing
security interests was reformed.8” The country officially
derogated from the notions of possessory asset
ownership applicable since the birth of the Napoleonic
Civil Code in 1804. The scope of assets capable of being
collateralised has been extended as a fundamental
benefit for the betterment of securities offered to credit

lenders.

This reform echoed in the OHADA region a few years
later. The 2011 OHADA Revised Uniform Act (Revised Act)
organising securities has introduced the specific pledge of
intellectual property assets in the region coupled with a
double range of precautionary measures for financing

institutions.

Firstly, the act of pledge must be in writing. The written
agreement formalises the existence of the loan.8 It
serves as evidence in case of default and redeployment.
OHADA security law sanctions the inobservance of the

writing exigency by the nullification of the agreement. &

Secondly, the exigency of a range of specific information.
The act of pledge must specifically underline the names
of the creditor, debtor, and settlor of the pledge.®®
Elements permitting the determination of rights
allocated as security shall be provided.®! The Revised Act

equally requires the designation of elements permitting

86 Bohoussou Réflexion critique sur I'efficacité des siretés réelles en droit
OHADA: proposition en vue d’une reforme du droit OHADA des sdretés
réelles, Droit. Université de Bordeaux 2015. Frangais.

87 Stoffel-Munck Premier bilan de la réforme des siretés en droit frangais
2012 Dr. et patr.56.

88 (unreported) 1%t Civ 14 January 2010, Appeal No. 08-18-581.

8 The Revised OHADA Uniform Act organising Securities, Article 127.

%0 The Revised OHADA Uniform Act organising securities, Article 157(1).
%1 The Revised OHADA Uniform Act organising securities, Article 157(2).
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the identification of the secured debt with information

related to valuation, duration, and settlement date.%2

The reform in OHADA was a two-ways benefit: Firstly, IP
owners had to be protected as borrowers from negative
conceptions related to intangibles. Pledge over IP rights
was officially organised. Secondly, new requirements for
creating and perfecting securities came to protect
creditors from difficulties related to the surrender of

collateral in case of borrower’s default.

i) Creating and Perfecting IP Securities: Reform in
OHADA: Conditions Related to the Nature of the
Pledged IP in OHADA

The OHADA law reform made several exigencies in
respect to the characteristics of the IP asset to be
pledged. It could be assets currently in existence or assets
to be acquired in the future.® Pledged assets should be
allocated for certain or ascertainable debts. Mentioned

debts could be existing or future.®*

i) Pledge Registration and Realisation in OHADA

The resided security law offers more flexibility and a
varied option to creditors in terms of security options.
The said pledge may be conventional or judicial.®
Consequently, the law has provided a dual institutional
regime both conventionally and judicially. Under the
conventional pledge, three specific rights have been

granted to the creditor who realises the pledge in case of

default:

a. A right to pursue the pledged property®s,

b. A right to liquidate the pledged property®’, and
c. Aright of preference over the pledged property.®8

92 The Revised OHADA Uniform Act organising securities, Article 157(3).
93 The Revised OHADA Uniform Act organising securities, Article 125.

% 1bid.

95 The Revised OHADA Uniform Act organising securities, Article 156.

% The Revised OHADA Uniform Act organising securities, Article 92(2).

%7 The Revised OHADA Uniform Act organising securities, Articles 104 and
105.

%8 The Revised OHADA Uniform Act organising securities, Article 226.
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On the judicial pledge option, the creditor may be
authorised by a court of competent jurisdiction to
register the pledge on IP rights.?® OHADA provisions
relating to sequestration of company stocks apply in this

case.

iii) Securitisation of IP Rights

Under the South African Exchange Control Regulations as
amended in 2012,19° the concept of capital extends to any
IP right, whether registered or unregistered. The
Exchange Control Regulations Act moves on by extending
the term ‘export’ to cession or assignment or transfer of
any IP right to a person who is not resident in South
Africa.101 Security can be obtained over immovable
property by special mortgage of such property02 and
over movable things by means of pledge or notarial bond.
Under South African law, rights can also serve as security.
The South African Copyright Act regulates the assignment
of copyright in section 22. It provides that copyright is
transmissible as movable property by assignment. The
possibility to treat the bundle of rights existing in
copyright as moveable property is of utmost importance
for the growth of the credit market. This legal recognition
enables the copyright owner to use the exclusive rights
attached to his created work to secure a loan to finance
his business. Enlarging loan securities beyond tangible
assets is crucial for economic development in the
21st century knowledge economy. Admitting the transfer
of tangible rights gives knowledge holders the ability to
partake in business and trade on equal footing with real
right owners. The creator of a work desirous of
developing his business can seek a loan facility from a
financial institution. The recognition of rights’ transaction

gives creators the possibility to transfer their rights over

9 The Revised OHADA Uniform Act organising securities, Article 158.

100 Exchange Control Regulation Act of 2012, regulation 10(4).

101 py Bois F, Wille G, Bradfield G (n 4).

102 Deed Registries Act of 1938, s. 50.

103 Appellate Division, Per Corbett CJ, Botha JA, Goldstone JA, Nicholas
AJA, Hamas AJA, 2 June 1993.

104 Lubbe G (n 37) 409-420.
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the created work as a backup in case of default in

payment.

The transfer of the literary and artistic works on the
packaging of audio recording tapes is an illustrative
example of the transfer of copyright. This was illustrated
in the case of Frank & Hirsch (Pty) Ltd v A Roopan and
Brothers (Pty) Ltd,193 where the manufacturer of audio
recording tapes successfully transferred the get-up of the
audio recording tapes, the design of the packaging for the
tapes and the wording found on the wrapper used as

packaging.

The author of a copyright work can cede his rights in the
copyright to a financial institution as security for a loan.
The transfer operates through a copyright assignment
agreement. It operates as a transfer of personal rights104

with the substitution of contractual creditors.10>

In OHADA, the Revised OHADA Uniform Act organising
securities does not, unfortunately, bring clarifications on
the mechanisms regulating the pledge of copyright. In the
OHADA region, rights relating to the field of copyright are
independent national rights subject to the legislation of
each of the Member States in which they have an
effect.1% Though the pledge has been recognised by the
Act, the organisation and procedure taking into account
the specificities of IP rights categories have not been
legislated upon by national copyright laws. To fill this
vacuum, an examination of the dispositions of the
regional copyright law applicable to OHADA Member
States!?’, Annex VII of the Bangui Agreement'%® seems

necessary.

If the Bangui Agreement grants exclusive rights to the
authors over their creativities', the regional Intellectual

Property Code of Francophone African nations will have

105 Lubbe G (n 37).

106 General Provisions of Bangui Agreement, Article 3 title 1.

107 Except the country of Comoros, which is a Member of OHADA, but not
OAPI.

108 Bangui Agreement, 1999.

109 Bangui Agreement, 1999, Article 9 of Annex VII.
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failed to organise the management of copyright in the
area of securitisation!10, Copyright nevertheless grants
authors exclusive rights over created works. They have
the right to grant authorisation or proscribe the use of
those works such as communication to the public,
reproduction, broadcasting, adaptation, etc. Same as in
South Africa, the OHADA regional IP Code acknowledges
the assignment of rights in the management of copyright

exclusive rights:

Economic rights shall be assignable by transfer

intra vivos.111

The World Intellectual Property Organisation (WIPQ)112
defines an assignment as:

A transfer of a property right. Under an
assignment, the owner transfers the right to
authorise or prohibit certain acts covered by one,

several or all rights under copyright.

The Berne Convention (1971) grants the copyright owner
the right to assign his work. The owner of a copyright may
freely assign any or all his rights to a third party. The
copyright assignment can apply only to the acts which the
owner of the copyright has the exclusive right to

control.113

As stated above, in South Africa, the transfer of copyright
as security can only be done by cession.114 South African
practice of assignment is a security cession which is a
transfer of incorporeal rights deriving from a real
agreement. In this case, the property passes to the
cessionary, who loses the right to claim that right. This is

not the same in the case of assignment where the

110 Timgou, op cit.

111 Bangui Agreement of 1999, Article 34.

112 ‘Understanding Copyright and Related Rights’ (WIPO Publications,
2016) <https://www.wipo.int/publications/en/details.jsp?id=4081>
accessed 19 December 2018.

113 The Berne Convention of 1971.

114 |jef NO v Dettmann [1964] (2) SA 252 (A) 271 E-G. Where Wessels JA
underlined that: ‘The only manner in which a right of action (either
secured or unsecured) can be furnished as security for a debt is by way of
cession.’
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copyright forms part of the assignee’s estate. Only the

right passes to the lender in case of assighment.

Copyright assignment refers to the transfer of the
owner’s property rights in the created work.1> The
person to whom the rights are assigned becomes the new
copyright owner or right holder. By assighment, the
author completely divests him-/herself of one or more of
their rights under the copyright so that the assignor no
longer has any claim to these rights, nor can he/she
perform any of the acts covered by the particular rights

without the authority of the assignee.116

The assignment, such as conveyed to a lender, grants the
borrower all economic rights. All ownership interests
existing in the work pass to the lender mutatis mutandis.
Nevertheless, if the assignee becomes insolvent, the
copyright forms part of the assignee’s estate. A copyright
assignment could be total or partial. Dean and Dyer!?
emphasise that copyright as a bundle of rights is divisible.
Thus, an assignment of copyright can be restricted

through any of the following:118

- in terms of the acts which the owner of the
copyright has the exclusive right to control;

- in relation to the term of the copyright;

- according to a specified country or other

geographical areas.

The copyright owner who owns a created literary, artistic,
or scientific work is clothed with an ownership interest in
that property. He may borrow money from a financing
institution and use his copyright as security, subject to
the principle ‘nemo dat quod non habet’ implying that at
the time of the Agreement, the work must be owned by

the copyright owner, as one cannot give what he does not

15 ‘Copyright  Assignment and  Guidelines’, (LegalZoom)
<https://www.legalzoom.com/download/pdf/copyright-assignment.pdf>
accessed 18 December 2018.

16 pavid Feldman No and Emi Music Publishing SA (Pty) Limited
(unreported) Case No. 06/23129.

117 Dean OH, Dyer A, An Introduction to Intellectual Property Law (Oxford
University Press 2016), 29.

118 The Copyright Act, 1978, s. 22(2).
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have. The assignment of the copyright in the secured
transaction can be prescribed for a particular period,
after which the copyright owner’s proprietary interests
are restored — subsequent to the repayment of the loan.
In the case of David Feldman, No and Emi Music
Publishing SA (Pty) Limited,11° Jajbhay, J. sitting in the
High Court of South Africa, Witwatersrand local division,
emphasised in his judgment that the assignor loses all his
entitlements in respect of the specific rights transferred

by virtue of the assignment.

An example could be the assignment of software
exploitation right for the financing of the exploitation of
this software. When the copyright owner applies for a
loan using his copyright as backup, it is the duty of the
creditor to carefully check the borrower’s right over the
copyright. This should be done prior to granting the loan.
The security interest in the software copyright precludes
anyone else, including the previous or original copyright
owner (borrower in the secured transaction), from using
the creation.120 The financier as assignee is entitled to sue
for infringement of the copyright. This unveils another
limitation of IP securitisation. The lender might not have
the knowledge of IP management, which could alter the
interests and entitlements of the copyright under his

control.

South Africa permits the transferability of personal rights
created by obligations through a cession of rights or
cession in securitatem debiti. The cession in securitatem
debiti resembles pledge and that the cedent is not wholly
divested of interest in the asset he provided as security
to the cessionary. Notwithstanding the cession, the
cedent retains what has been described as a reversionary

interest.12!

119 (unreported) Case No. 06/23129.

120 See Dean 1993 ELR, Case Comment South Africa — copyright: parallel
importation of artistic works: '...Having acquired ownership of the South
African copyright in the relevant works, F&H got their attorneys to write
a sequence of letters to Roopan and informing them of F&H's ownership
of the South African copyright in the works in question and advising them
that if they continued to trade in grey TDK tapes embodying the
reproductions of the relevant works, they would infringe F&H's
copyright...".

56

Transmission operates by means of the pledge without
dispossession. The bundle of rights in copyright are legal
entities with monetary value. They are therefore
transmissible by means of cession. It is trite law in South
Africa that an agreement through which the cedent
consents for the transfer of his personal rights to the
cessionary amounts to a cession.12? |t affects the passing
of personal rights from the cedent to the cessionary;123
however, the title of the right remains with the cedent.
This solution enables pragmatic financing by allowing

securitisation of copyright.

The cession here operates through the concurrence of
the wills of the copyright owner and the financial
institution.12* The copyright owner, as cedent, offers his
right as security, and the financial institution/creditor as
cessionary accepts to provide a loan based on the
personal right(s) offered as security to back up the loan.
is sealed in an

The mutual intention to transfer

agreement.

The requirement of delivery related to all movable
property is taken into account by the transmission by
mere agreement.!?> This is what prompted Brits'26 when
he observed that ‘A security cession is legally
characterised as being in the nature of a pledge, even

though the object of cession is incorporeal’.

3. VALUATION

Copyright can be used for commercial lending. However,
the copyright industries can only borrow up to the value
of their creativities. Financing in this context requires

relative probability.127

121 | ouis Pasteur Hospital Holdings (Pty) Ltd v Bonitas Medical Fund, [2018]
ZASCA 82 (31 May 2018).

122 Lubbe G (n 37) 45.

123 Lubbe G (n 37) 26-27.

124 preformed Line Products V Hardware Assemblies 210 Kumleben J 202
Joc (N).

125 Karijiker S (n 35).

126 Brits R (n 33) 142-182.

127.DL 450 ‘IP as Collateral’, WIPO/OMPI, 2018, 26.
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It is crucial for the financing institution to know the exact
value of the collateral which should be sold in case of
default. Copyright valuation becomes, therefore, an
important prior financing transaction to enable lenders to
determine the value and, therefore, the credibility of the

collateral in the market.

The successful appropriation and exploitation of IP rights
is a source of huge economic impact.128 Consequently,
corporate valuation relies greatly on intellectual assets
such as copyright based on IP potential in creating
economic  growth, enhancing productivity and
profitability, and increasing enterprise value. Ellis and

Jarboel?® purposely wrote:

As intangibles emerge as an asset class, large
investment banks and boutique private equity
firms alike have begun raising and investing funds
targeted at IP and other intangible assets... these
firms are targeting the traditional venture capital
looking for early-stage

space, promising

innovation and inventions.

If innovation can boost economic growth, it must
nevertheless be accompanied by the securing of the
associated knowledge as IP.130 |P cannot engineer
economic development in the absence of a successful

valuation.

Valuation of the collateral is important not just for the
borrower in quest of collateral but also for the financial
institution lending the money. Anson!3! notes that
two types of questions must be answered when valuing
and envisaging the sales of IP assets: firstly, the value and
ownership of IP, and secondly, the practicality of the

valuation process. Knowledge of the accurate value of the

128 Gabison G, Pesole A, An Overview of Models of Distributed Innovation
(JRC and Policy Reports EUR 2014), 4.

129 Ellis J, 2010 in WIPO DL450 Economic Perspectives on Intellectual
Property Management 7.

130 WIPO Intellectual Property Handbook (WIPO 2004).

131 Anson 2008 The Licensing Journal, 8.

132 See Danning v. Pacific Propeller [1980] 620 F.2d at 735-736.
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copyright asset offered as collateral is crucial. The

practicability of the valuation method is essential.

Nevertheless, copyright as incorporeal property poses
specific problems in utilising them as security objects due
to their intangibility. Copyright lacks physical substance
and, as such, is difficult to value, especially in the absence
of a clear situs.132 Examples are customer lists, databases,
novels, etc. Copyright is an IP right and intangible by
nature. Contrary to other tangibles (such as assets), IP
assets are created by statute, protected by statute, and
enforceable in terms of the statute. Unlike tangible
assets, copyright does not exist in physical locations.
Copyright constitutes resources controlled by individuals
or companies or as a result of assignment or self-creation.
From copyright, only future economic benefits are

generally expected in terms of inflows of cash or assets.

This is not the case in practice with traditional forms of
security such as mortgages, pledges, or notarial bonds
over corporeals. Those securities over tangible property
are frequently encountered and are unproblematic.
Taking security over copyright gives rise to various
concerns. Except in the case of copyright of a thing over
the material creation of the copyright author, it could be
difficult to determine the value copyright considered in
this case as personal of the right. A creditor relies entirely
on its security for the satisfaction of his claim!33 and

needs to be assured of its financial reliability.

Despite the above challenges, several jurisdictions have
witnessed creative businesses overcoming challenges
associated with access to finance buying their IP assets as
collateral. The asset-backed music securitisation of Davie
Bowiel3* is an illustrative example. The artist made
USD 55 million by issuing 10-year bonds out of future

revenues from the 25 albums in his back catalogue.!3®

133 Bank of Lisbon and South Africa Ltd. v Master of the Supreme Court
[1986] ZASCA 121; [1987] 1 All SA 286 (A) (30 September 1986).
134(n6)9.

135 Wong A, ‘Banking on Intellectual Property’ (The Edge Malaysia,
9 February 2015) <https://www.pwc.com/my/en/assets/press/150209-
theedge-banking-on-intellectual-property.pdf> accessed 21 March 2022.
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WIPO mentions that the practice of IP as collateral in

lending transactions is a recent phenomenon in
developed countries.13¢ It becomes important to analyse
how to determine the value of copyright in secured

transactions?

According to Financial analyst CONSOR in the United
States, the first step in the valuation of the IP asset
consists in determining the portfolio of copyright assets.
In this vein, groups of intangible assets under copyright
should be gathered and bundled.’3” Art-related
intangible assets falling under copyright in a company
could include, for example, (i) literary works, (ii) musical
compositions, (iii) photography, (iv) maps,  and
(v) engravings.13® While, IT and database intangibles
would include, for example, operating systems, mailing
lists, proprietary software, databases, logo drawings,
manuals source code. After the determination of the
portfolio of the copyright assets, the financing institution
and borrower can start placing value on those assets.
That is the valuation process. A financial institution
providing a loan on the basis of copyright assets must
necessarily access its value. Several methods can be used
to determine the fair market value of the IP collateral.
Valuation methodologies generally depend on the

information available and the specific circumstances.3?

The cost approach values the IP according to its current

or historical costs. This value could sometimes
encompass the difference between the cost for the
creation of the work and replacement cost or assessment
of the expenses necessary to replace the IP given as

collateral.140

In view of the specificities of the African creative
industries, and in a context where OHADA has been
regarded by some economists as a neoliberal institution
with market-oriented reform policies, this paper argues

that the valuation of such assets shall be determined by

136 |d'

137 Anson and Samala 2014 TLJ 1.
138 Anson and Samala 2014 TLJ 1.
139 Anson and Samala 2014 TLJ 2.
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the value of labour, or the costs of labour put in the

production of the copyright collateral. Copyright
collateral could equally be determined on the basis of the
usefulness of the copyright collateral to African society.

A. DIFFICULTIES

PERTAINING TO THE

SECURITIZATION OF IP RIGHTS

This section critically examines the challenges of the use

of copyright as bank lending backup in secured
transactions in both South Africa and OHADA countries.
What are the risks related to the securitization of bundles

of rights in copyright as means to raise funds?

Creditors face numerous impediments when taking
security in copyright. Existing hindrances relate, among
others, to conflicts between IP law and security law,
valuation, risks related to the personal nature of the
assets backing the security, and absence of registration

which prevents securities from being perfected.

a) Difficulties Related to the Absence of

Registration

In the OHADA region, the fact that copyright as property
is not subjected to registration requirements and
issuance of a certificate of registration by public
authorities as part of registration mechanisms,
advertising, and other formalities aiming its opposability
to third parties is an important restricting factor.14! This
makes it difficult for copyright to be used as collateral in

loan transactions.142

Both regional security and IP law of OHADA Member
States did not figure out securitisation mechanisms
applicable to copyright assets. To fill this gap, practice
usually refers to the conventional system using the
exclusive rights granted to the copyright owner as a loan

backup.

140 Anson and Samala 2014 TLJ 2.

141 Code de Propriété Intellectuelle Frangais, Article 5(1).

142See, for example, De Visscher et Michaux Précis du droit d’auteur et des
droits voisins, Bruxelles, Bruylant 55.
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Since courts in Francophone African countries often refer
to the position of French lawmakers to fill the gaps in
national legal systems, it is important at this stage to
highlight significant development in France concerning

the securitisation of copyright assets.

French lawmakers have established the pledge of
software exploitation rights#® and also the pledge of

cinematographic works.

The pledge of software is a collateral agreement seeking
to use software exploitation rights as a backup for a loan.
The main purpose is to promote the financing of the
creation of software. The rules of IP specify that in this
case, the software is not transferred but the rights

associated with it.

The law made the exigency of a written Act and
registration at the special register of France National
Institute of Intellectual Property (INPI)144, In case of
default, the financing institution could exploit the
rights.145 This was confirmed by France Cour de Cassation
for the pledge of cinematographic works146. The financing
institution in this case is clothed with the legal capacity to
recover the royalties of a defaulted debtor whose works
have been duly registered. Recovery is up to the due

amount, and according to the registration order.

143 Code de Propriété Intellectuelle Frangais. 24 janvier 2014,
Article L.122-126: 'le droit d'exploitation de l'auteur d'un logiciel peut
faire I'objet d'un nantissement dans les conditions suivantes : Le contrat
de nantissement est, a peine de nullité, constaté par un écrit. Le
nantissement est inscrit, a peine d'inopposabilité, sur un registre spécial
tenu par l'Institut national de la propriété industrielle. L'inscription
indique précisément I'assiette de la slreté et notamment les codes source
et les documents de fonctionnement.'

144 Institut National de la Propriété Industrielle.

145 Articles L. 123-1 et L. 124-2 France Code du Cinéma et de I'lmage
animée.

146 Cour de cassation chambre commerciale Audience publique du mardi
23 octobre 2012 No. de pourvoi: 11-23599. "...le bénéficiaire d'une cession
de tout ou partie des produits présents ou a venir d'une oeuvre
cinématographique ou audiovisuelle diment inscrite au RPCA encaisse
seul et directement, nonobstant toute opposition autre que celle fondée
sur un privilege légal, a concurrence de ses droits et suivant I'ordre de son
inscription.'
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In OHADA, where the registration to the special registry
has expired, the sale of pledged assets become null and

void.147

Another difficulty relates to the fact that the bundle of
rights subsisting in copyright is not evidenced by a
document. They exist by the mere fact of the creation of
the work.1#8 In the South African Copyright Act, the term
author refers to the person who first makes or creates the
work. The copyright is automatically granted at the
creation of the work without any registration or other
formalities,'*® except for cinematograph films%0 and
traditional works.*>? In the absence of formalities
registration, concrete evidence of the existence of
copyright proposed as debt backup is absent.132 In
addition, in the case of transfer, a mere consensus
translated through an agreement is enough to realise the
cession. This state of regulation weakens the reliability of
copyright as a backup in secured transactions.
Unscrupulous copyright owners could transfer the same
right to several authors without the knowledge of the
lender. This is aggravated by the fact that there is no

notification of the assignment of rights to third parties.

b) Difficulties Related to the Personal Nature of

Copyright

The associated perception risks of intangible assets have

greatly hampered their utilisation in capital markets.1>3

147 Tribunal de Premiére Instance de Bamako * Jugement du 24/06/2004,
Jugement No. 48, BALLY S.A C/ BICIM. Ohadata J-06-04.

148 Copyright Act of 1978, sec. 1.

149 Van der Merwe, et al., Law of Intellectual Property in South Africa 225-
226.

150 ‘Register Copyright’ (South African Government)
<https://www.gov.za/services/intellectual-property/register-copyright>
accessed 19 December 2018.

151 Traditional works should be registered in a national database. See
section 28C of the Copyright Act as amended by s.4 of IPLAA.

152 Barber-Greene Company and Others V Crush quip (Pty) Ltd Coetzee )

151 Joc (W).
153 patrick J, Furrow R, ‘Intangible asset monetization, the promise and the
reality’ (2008) Athena Alliance 21-44,

<https://www.yumpu.com/en/document/read/16480102/intangible-
asset-monetization-athena-alliance> accessed 19 December 2018.
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Copyright, in particular, does present odd risks as a form

of real security.

Firstly, due to the abstract nature of intangible assets as
non-physical property, it is often difficult to determine
the nature and effect of security over these assets. The
possibility to apply the general principles found in
property law to intangible property and to use these to
determine its suitability in secured transactions have
been subject to doubts.’>* The reason is that while
adopting the principle of securitisation of incorporeal
rights, there has not been an adoption of legislation that
fits this special regime. To fill the gap, judges revert to the

principles of the pledge, which is not always suitable.1>>

Secondly, in South Africa, for example, legislators have
not amended the corresponding dispositions of
securitisation in the law of insolvency. Consequently,
uncertainty arises in the case of the debtor’s insolvency.
If the right passes to the financial institution during the
assignment of rights, the property remains in the debtor’s
estate in case of insolvency.%¢ This is far from favouring
the lender’s interests. In the absence of a lien over the

assigned rights, the debtor can cede those rights at will to

a third party.

Thirdly, the status of moral rights during the assignment
of copyright is another element acting against the use of
copyright as collateral in secured transactions. Beyond
the economic rights related to the commercial
exploitation of the work, copyright does have a clearly
recognised proprietary basis tied to the author’s
personality. It is well established at the international level
international conventions  that

under copyright

independently of the author’s economic rights, and even

154 patrick J, Furrow R, ‘Intangible asset monetization, the promise and the
reality’ (2008) Athena 21-44,
<https://www.yumpu.com/en/document/read/16480102/intangible-
asset-monetization-athena-alliance> accessed 19 December 2018.

155 Van den Heever JA in the case First National Bank of SA v The Master
[1987] (1) SA 276 (A) assimilated for example the cession of rights to ‘the
legal institution of corporeal things’. This mistake was later explained by
the judge as ...scholars and lawyers trying to prise one legal concept into
the gard not ideally suited. Cited by Lubbe G, (n 34) 419.

Alliance
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after the transfer of the said rights, the author shall have
the right to claim authorship of the work and to object to
any distortion, mutilation or other modification of, or
other derogatory action in relation to the said work,
which would be prejudicial to his honour or reputation.>”
Under the South African Copyright Act, an author may not
prevent or object to modifications that are absolutely
necessary on technical grounds or for the purpose of
commercial exploitation of the work. The above applies
exclusively when the author has authorised the use of his
work in a cinematograph film or a television broadcast or
an author of a computer program or a work associated
with a computer program.’®® The right to claim
authorship of the work? and the right to object to any
distortion of the work are distinctive features of the
moral rights in copyright.160 They are purely personal,
non-economic rights and belong to the creator of the
copyright work. As such, moral rights do not create any
rights of property and are incapable of cession.161 How
does the personal nature of moral rights hinder/promote
the assignment of copyright as security in a loan
transaction? Moral rights influence in a substantial

manner the determination of copyright security during

three important stages of the life of security:

1) prior to the grant when the debtor applies for the
loan;
2) during the grant, when copyright management is

needed; and
3) at the end of the loan period, in case of default
payment and exploitation of the copyright work

by a subsequent owner of the copyright.

156 Ntsoan LS, ‘A Legal Comparison of a Notarial Bond in South African Law
and Selected Aspects of a Pledge without Possession in Belgian Law’
(Master of Laws Thesis, University of South Africa 2016) (n 36), pp. 23-50.
157 Berne Convention for the Protection of 1971, Article 6Bis.

158 The Copyrights Act, 1978, S. 20(1).

159 Example, the removal of the publisher’s name infringed its moral right
as author of the Programme in the case Technical Information Systems v
Marconi Gildenhyus 1) 1047 JOC (W) Witwatersrand Local Division,
16 March 2007.

160 WIPO Intellectual Property Handbook 46.

161Visser and Pistorius Essential Copyright Law 1, 5 & 26.
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Non-recognition of the copyright owner’s moral rights
during a copyright cession will amount to infringement.
The breach of rights of the copyright owner could impair
the exploitation of the work in case of work related to the
reputation of the author, or his physical performance, in
such a way that the mention of his name will deter cash
flow in the exploitation of the work, and therefore cause
a default payment. To prevent such disagreements
harmful to his financial interests, the creditor can require
a waiver of moral rights at the time of the cession. It is
important for authors to protect their reputation and
integrity in the course of any transfer of copyright as
security. In South Africa, the Copyright Act has decided in
favour of the author’s interests. The proposed

amendment to the South African Copyright Act has

settled for the non-transferability of moral rights.162

In the OHADA regional IP code, the author’s moral rights
subsist even after the assignment of the work.163
Independently of his economic rights, which have passed
to the assignor, the author of a piece of work maintains
his moral rights including (i) to claim authorship of his
work, (ii) to have his name affixed to copies of his work
and, (iii) to oppose any distortion, mutilation or other
modification of his work.

Moral rights could stand as obstacles to the
redeployment of works of art in case of transfer. This was
confirmed by the French courts, usually referred to by
OAPI States’ tribunaux. France Cour de Cassation has
condemned in this sense a public officer who published

the work of art transferred to him for violation of the

artist’s moral right to publish his work.164

162 See the proposed addition of section 20(4) to the Copyright Act as
introduced by cl 15(c) of the Copyright Bill. Van der Merwe, et al., Law of
Intellectual Property in South Africa 254.

163 Bangui Agreement of 1999, Article 8(1) Annex VII.

164 Chambre civile 1, du 29 November 2005, 01-17.034.

165 Chambre civile 1, du 29 November 2005, 01-17.034.

166 TGI Paris, 11 January 1971, JCP 1971, 11 16697

167 Cass. Civ. 1ére, 13 November 1973, D. 1974, p. 533.

168 Tribunal de Libreville, Jugement (non daté), Affaire Madame Christine
ROSSANO C/Société SOVINGAB, In Le contentieux de la propriété
intellectuelle dans I'espace OAPI, préc. P.116.
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The author of an artistic work has the exclusive right to
publish the work and determine the conditions under
which the publication should be exercised. 16> Pledge of
the material embodiment of an artistic work by the
owner to a third party does not necessarily imply the

artist’s will to publish the work.

The law emphasises the automatic acknowledgement of
moral rights upon creation of the work.1%6 Not doing so
would amount to infringement of the copyright owner’s
right.’67 In Gabon, an OHADA State, in the case of
Madame Christine ROSSANO v Société SOVINGAB168, the
court ruled that he who contributed to the creation of a
work, and whose name has been omitted on the work,
can file a lawsuit to have his name affixed on the work,
and seek reparation for violation of his moral right to
paternity. In the case of collective management of
copyright, the transfer only operates for economic rights,
but not moral rights, which remain with the author.1% In
the case of copyright assignment, the assignee is
responsible towards the assignor for the ways and
manners the pledged copyright is exploited. He shall be
held responsible when such exploitation infringes the

assignor’s moral rights.170

Fourthly, based on the divisibility of copyright, it is
possible to have different rights in the same work, with
numerous right owners for the same work. Professor
Cornish171 explains the numerous ways of exploitation of
copyright works; taking a novel as an example, it includes
volume rights, serial rights, translation rights, film rights,
dramatization rights, electronic rights, etc. To levy fraud
and malpractice related risks during the assignment, the

creditor needs to ensure that the debtor is effectively the

169 Fometeu <https://barreaucamerun.org/site/le-contentieux-du-droit-
d-auteur-et-des-droits-voisins-presente-par-le-professeur-joseph-
fometeu/>.

170 Cour de cassation, civile, Chambre civile 1, 4 November 2011, 10-
13.410.ess.

171 Cornish Intellectual Property: Patents, Copyright, Trade Marks and
Allied Rights 1-23. Cited by Pistorius and Visser Essential Copyright Law 1,
4, 20.


https://barreaucamerun.org/site/le-contentieux-du-droit-d-auteur-et-des-droits-voisins-presente-par-le-professeur-joseph-fometeu/
https://barreaucamerun.org/site/le-contentieux-du-droit-d-auteur-et-des-droits-voisins-presente-par-le-professeur-joseph-fometeu/
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owner of the right offered as security. The Copyright Act

carefully emphasises this point:

An assignment or testamentary disposition of
copyright may be limited so as to apply to some
only of the acts which the owner of the copyright
has the exclusive right to control, or to a part only

of the term of the copyright [...]172

Another aspect is the unsatisfactory character of the
physical nature of copyright for the purpose of
hypothecation through a deed of security. IP rights are
traditionally classified into two broad categories:
Industrial property comprised of trade secrets, patents,
trademarks, industrial designs, etc., and rights related to
intellectual creation comprised of copyright and related
rights. In terms of intellectual assets, the Trade Mark Act
regulates the hypothecation of registered trademarks.173
The text allows the hypothecation of a registered
trademark.174 The exigency of attachment should be met
in order to confirm jurisdiction for the purposes of legal

proceedings. 175

The abovementioned application could be served on the
registered proprietor and any other person recorded in
the register as having an interest in the trademark.
However, no similar provisions have been made in the
case of copyright, which is by nature a similar IP right of
an intangible nature. Copyright as a right is not
accompanied by a physical manifestation that can serve
as authentication of its existence, such as in the case of a
trademark, except for certain forms of copyright such as
cinematographic films, which usually are subject to
registration.’6 Karijiker'’”” emphasises that by the mere

fact of the similarity between the two:

172 The Copyright Act, 1978, s. 22(2).

173 Trade Mark Act No. 194 of 1993, s. 41.

174 1bid. 5.41(1)

175 1bid. 5.42(2)

176 Warner Brothers Inc. and Others v Melotronics (Pty) Ltd, Cape of Good
Hope Provincial Division, where the court mentioned that South African
copyright, in several films are usually registered under the Registration of
Copyright in Cinematograph Films Act (No. 62 of 1977). In addition, s.26(9)
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[...] giving effect to a hypothecation or
attachment of copyright can thus present
practical problems, but this does not detract from

the principle espoused.

This particular formalism pertaining to industrial property
rights categories has been established in OHADA States.
There are conventional rules of publicity recognised in
OHADA and common to the pledge of business property
on patent, trademark, service mark or trade name,

designs and model,178 including:

- registration in the Trade and Personal Property
Rights Register,

- be in conformity with the rules of publicity
prescribed for deeds transferring ownership of IP
rights and the rules of this Uniform Act relating to
the pledge of any equipment forming part of the

business property.17°2

A special register of trademarks!8 has been, for example,
established in this vein in OHADA, as well as a recording
of acts in the special register of patents. The regional
Code of IP requires that:

the Administrative Council shall draw up
regulations concerning the acts to be recorded in

the Special Register of Patents, on pain of their

not being enforceable against third parties.181

Unlike other types of IP rights, which are registered and
therefore used as the object of hypothecation by means
of a deed of security, copyright given as collateral can
easily be disposed of in the absence of registration
backup. It could therefore be a rightful concern for
financial institutions in terms of copyright reliability and

certainty in security law.

of the Copyright Act creates certain presumptions in regard to the
infringement of copyright in films registered in terms of the Registration
Act.

177 Karjiker Handbook of South African Copyright Law 1-156.

178 OHADA Uniform Act organizing securities, Article 169.

179 OHADA Uniform Act organizing securities, Article 170.

180 Bangui Agreement 1999, Article 29(4) Annex III.

181 Bangui Agreement 1999, Article 25(1) Annex |
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B. LIMITATIONS RELATED TO THE USE OF
COPYRIGHT AS A GUARANTEE IN SECURED

TRANSACTIONS IN OHADA

The 2011 security reform in OHADA has brought
substantial positive changes in the securitisation of IP
assets. This has inevitably led to security efficiency in
terms and enforcement.

of creation, realisation,

Nevertheless, some limitations subsist, and which
prevent copyright owners from accessing financing

institutions for funding purposes:

a) Lack of Registration of Security and Registration

of Copyright

Registration of property stands as evidence in case of

default. Its absence could negate the creditor’s right.

The second limitation relates to the very recognition of
the copyright itself. According to the Berne Convention
for the Protection of Literary and Artistic Works182
regulating copyright, the enjoyment and the exercise of
these rights shall not be subject to any formality.
Copyright recognition is not subjected to any formalism,
and protection is enjoyed ipso facto (by the mere fact of

its creation).

Certain countries operate a register for copyrighted
works, and the certificate issued in this context evidences
the ownership of the right by the bearer of the certificate,

as well as the existence of the copyrighted work.183

However, the absence of proof of the existence of
security over the IP and the existence of the right itself
in the secured

creates uncertainty and insecurity

transactions.

182 paris Act, 1971.
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b) Difficulties Related to the Perfection of the

Security

The intuitu personae nature of certain IP rights as
copyright operates as an obstacle to the perfection of
security. The fact that the creditor is subrogated in the
rights of the copyright owner can give rise to abuses and

dysfunction in the management of rights.

c) Limits Relating to the Registration of Privileges

In credit practice, the registration of a creditor in the
register indicated by the regulations in force allows the
creditor to retain his priority as the guarantor. The
question of registration of privileges in the perspective of
collateral on copyright in the OHADA region raises three

issues:

(i) the trade or IP register assigned to copyright;

(ii) the feasibility of pledge of future works as a
backup of current loan applications;

(iii) Harmonisation of the pledge of IP rights and

collective management.

i) Registration of the pledge of copyright

In terms of the OHADA Revised Security Act, the pledge
of intangible movable property is part of movable
security. As such, it is subject to publicity and is therefore
subject to registration in the register of commerce and
securities. Article 170 of the same Act provides that IP
rights must, outside the Trade and Personal Property
Rights Register, be satisfied with the publication affecting

the ownership of IP rights.

The Bangui Agreement, which has not yet ruled on the
organisation of security interests in the field of copyright,

does not organise the formalities related to the

registration of these securities either. Thus, it is the

copyright law of the Member States which is

183 Bouchoux La Propriété Intellectuelle. Le droit des Marques, Le Droit
d’Auteur, Le Droit des Brevets d’Invention et des Secrets Commerciaux
201.
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applicable.184 Our analysis shows the silence of copyright
law in OAPI States with regard to the latter’s contribution

as a credit guarantee. 185

ii) Pledge of future works

In line with the regional IP Code applicable to OHADA
Member States, the total assighment of future works is
invalid.18 The same prohibition stands in member states
such as Cameroon. Article26 Law No.2000/011
19 December 2000 of the Cameroonian law regulating
copyright, the pledge of future works is null and void.
Meanwhile, the pledge of copyright as security for future
works is authorised by the regional security law. This
antagonism between the security law and IP law in
OHADA does not favour predictability and certainty in the
local market. Pledge of future works as a loan backup is

fundamental for the start-up of creative industries

C. HARMONISATION OF THE PLEDGE OF IP RIGHTS
AND COLLECTIVE MANAGEMENT
One of the major developments in the field of
administration of copyright in OHADA is the organisation
of collective management of authors’ rights. In
Cameroon, for example, organisations derive from their
members the most extensive powers to exercise their
economic rights, such as the rights of reproduction,
representation, distribution, and resale.®” The situation
is similar in other States such as Mali, Benin, and Burkina

Faso.

Should we conclude from this that any contribution in the
guarantee of a national copyright body should be

registered in these management bodies?

184 Bangui Agreement of 1999, Article 3(1), Title 1.

'Rights relating to the fields of IP, as provided for in the Annexes to this
Agreement, shall be independent national rights subject to the legislation
of each of the Member States in which they have effect.'

185 Revised Uniform OHADA Act organising Securities, Article 50.

186 Bangui Agreement of 1999, Article 37 Annex VII.

187 Seuna 2004, e. Bulletin du droit d’auteur 6.

188 Bangui Agreement of 1999, Article 34(1), Annex 1:

“The acts referred to in the foregoing Article shall not be enforceable
against third parties unless they are recorded in the Special Register of
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It is the responsibility of national legislators in OHADA to
fill this legal vacuum in the absence of an organised
register for the registration of securities in the field of

copyright, unlike branches of industrial property.188

In order to protect both the financier and the debtor, an
extensive legal system of secured financing must be
developed. The following section analyses copyright as
collateral in securities lending transactions in Africa,
taking as an example the practical financing developed by
South Africa.

D. CESSION AS

SECURITY: FORMALITIES

REQUIREMENTS

In the context of the pledge without dispossession,
delivery of the instrument validating the right by analogy
to the pledge of corporeal movable property symbolises
the cession.'® In the case of shares, another type of
movable incorporeal property, the share certificate can
be delivered as evidence of the cession.1%0 However, in
the case of copyright, the law does not make the exigency
of registration for the right to come into being.1®! Such
state of affairs negates the predictability of incorporeal as
reliable security. This was supported by academic authors
voicing against the feasibility of the pledge of
incorporeal.’®? |ts theoretical unsoundness has been
criticised, as well as the likelihood of the existence of real
rights in intangible assets, dominium in a personal
right,193 or the existence of a pledge in an asset incapable
of being captured by the five senses.’®* Nevertheless, and
as above demonstrated, South African courts have opted
for the legal recognition of security cession, despite its

doctrinal problems.

Patents kept by the Organisation. A record of such acts shall be kept by
the Organisation.”

189 Dy Bois F (n 94).

190 Botha v Fick [1995](2) SA 750 (A).

191 Dean OH (n 117) at 145.

192 De Wet & van wyk kontrakte reg 417-422, cited by Contracts, 497.

193 Grobler v Oosthuizen (299/2008) [2009] ZASCA 51.

194 Van der Merwe Contract: General Principles 497.
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The practice of imposing a duty to re-cede the copyright
upon payment of the debt is a welcome initiative
favouring the interests of copyright owners in financing

transactions. It was purposely said by Wessels JA that:

The only manner in which a right of action (either
secured or unsecured) can be furnished as security
for a debt is by way of cession, i.e.,, by a
transaction which in our law results in the cedent
being divested of his rights and those rights
vesting in the cessionary. Where the cession is
said to be made as security for a debt, it does not,
in my opinion, signify that the cedent in fact
retains any right in the subject matter of the
cession; his continued interest therein flows from
the agreement, either express or implied, with the
cessionary that the right of action will be ceded

back to him upon the discharge of his debt.1%>

4. CONCLUSIONS

Copyright: Fugitive or Secured Asset? The purpose of this
discussion has been to illustrate the related concerns in
taking copyright as security in secured transactions in
Africa as a foyer of creative industries. The analysis has
taken into account two specific jurisdictions in Africa:
OHADA Member States and South Africa. Many financing
transactions, such as loans or securitisations, involve
businesses focused on or have some substantial IP
rights.1% Collateral security is an important feature of
credit contracts and is used to provide security for a
lender's loan.1®” Nevertheless, when the collateral is a
copyright work, several questions arise about the IP
security interest process. The weakness of the copyright
asset in secured transactions is evident in Africa based on

its immateriality and the incertitude and unpredictability

195 Ljef N O v Dettmann op cit, 271.
196 Orzechowski, Bagdasarian,
<https://www.whitecase.com/publications/article/perfecting-security-
interests-united-states-patents-trademarks-and-copyrights>

accessed December 2019.

197 Sena V, Credit and Collateral (1t edn, Routledge 2007).
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surrounding its securitisation, but also based on the
history of legal traditions — Roman-Dutch and Napoleonic
Civil Code — influencing the security law applicable in
these regions. Using copyright as collateral in secured
transactions might mean a bank loan in return for a share
of any IP profits or with the lender holding the copyright

as security for repayment.198

South Africa has made use of security cessions for
pragmatic reasons to solve problems related to the use of
incorporeal properties as securities. OHADA lawmakers
on another side have departed from the Napoleonic
possessory ownership to embrace a full recognition of
intangible assets as property. In both cases, legislators
have to step in and remedy legal inadequacies to enable
economic growth through funding. It is this paper’s
position that this is standardly capable of enabling
development and an illustrative example for other
African nations without a supportive economic system of
security over intangibles. The common law dynamic is to
encourage, with its pragmatic and dimensional way of
seeing things, instead of committing itself to supposed
universals, seeks to develop piecemeal solutions in

response to distinct types of disputes and problems.1%°

Many owners of intangible assets in Africa, such as artists,
musicians, painters, book writers, do not own movable
property capable of delivery as security. They rely on
rights granted over works, including paintings, musical
compositions, crafts, movies, and qualified as copyright
under law. Monetising them is of the essence. Unleashing
their economic value

requires an adequate legal

framework to embrace knowledge-based economies.

198 phillips J, ‘IP Financing: the Ten Commandments’ (WIPO, September
2008)
<https://www.wipo.int/wipo_magazine/en/2008/05/article_0002.html>
accessed 18 December 2018.

199 Kotz, ‘National Report of Germany’ in Hayton, Kortmann & Verhagen
(eds) Principles of European Trust Law 96, cited by Scot Scott on Cession
at p. 509
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5. RECOMMENDATIONS

In today’s knowledge-based economy, intangibles have
become more and more important in business.2% The
relevance of intangibles in the financing sector as
securitable assets should be supported by appropriate
legislative framework. The conditions set under security
laws of developing countries should enable the rise of
knowledge-based economies countries. This will involve
risk management through a more practical financing
system. South Africa’s system of lending transactions in
the case of copyright is an example susceptible to inspire
other African nations, as well as OHADA law reform to set
an adequate legal framework. The dominance of creative
industries makes copyright an important tool for credit
bargain. Just as physical assets were used to finance the
creation of more physical assets during the industrial age,
intangible assets should be used to finance the creation

of more intangible assets in the information age.

The following recommendations can be made for the

betterment of securitisation of Copyright in Africa:

1. Granting security over future-owned copyright
assets to uplift the economy in African nations.
This would imply broadening the scope of
copyrightable works in the regional IP code in
OHADA.

2. The legal obligations arising out of copyright
securitisation are erga omnes, i.e., enforceable
against all; henceforth, the need of ample
transparency ascertaining the existence of the
right Registration for example ensures third
parties of the successful constitution of the
limited real right, and therefore its

enforceability.201 Registration of works has been

restricted till now22 to cinematographic works.

Holders of copyright in cinematographic films in

South Africa must apply for registration to the

200 Giglio S, Severo T, ‘Intangible Capital, Relative Asset Shortages and
Bubbles’ (2011) 271 IMF Working Papers,
<http://dx.doi.org/10.5089/9781463925260.001> accessed
18 December 2018.
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Registrar of Copyright, while any contract
transferring copyright over cinematographic films
shall be recorded. Recordation serves as
advertising and protection of the interests of the
IP rights, together with any other parties
recorded as having an interest in the IP right.
Additionally, it enables enforceability vis-a-vis
third parties, which is important for financial
institutions in need of predictability and security
in credit-related transactions. It is important for
the financier risking his money in a loan
transaction to notify the rest of the world of his
interest in the copyright object of security.
3. Harmonise the scope of IP rights in African
legislations with the scope of security laws.
Contradictions between both documents should

be levelled by lawmakers.
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5. IP, ANTI-MONOPOLY LAW, AND SUSTAINABLE
DEVELOPMENT IN CHINA

Joy Y. Xiang*

ABSTRACT

This paper explores whether and how China’s anti-
monopoly law can be leveraged to improve access to
sustainable  technologies and therefore, foster
sustainable development in China. As the world’s second-
largest economy and a top greenhouse gas emitter, China
must promote sustainable development. Accordingly, it
has announced ambitious goals for tackling climate
change and building sustainable development by
investing heavily in sustainable technologies. Meanwhile,
it has also been building up its intellectual property (IP)
regime in both IP registrations and enforcements and is
on its way to becoming an IP powerhouse. In addition,
China promulgated its first Anti-Monopoly Law (AML) in
2008. The law has expansive objectives which go beyond
the conventional goals for competition law. It explicitly
recognizes refusal to deal and excessive pricing without
justified reasons as actionable causes. Furthermore, in
November 2020, China published the Provisions on
Prohibition of Abuse of IP Rights to Eliminate and Restrict
Competition which recognizes IP rights as essential
facilities. China's approach seems quite different from
that of the two leading competition law jurisdictions: the
United States (US) and the European Union (EU). While
the US antitrust law regime has walked away from
considering IP rights as essential facilities, the EU

competition law regime is open to do so only in

exceptional circumstances. Therefore, the Chinese AML
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regime may have a higher tendency to find restriction of
access to IP-protected technologies as actionable under
its anti-monopoly laws and regulations. As a large
developing country, China's approach may be considered
by other developing countries which need access to
essential technologies but experience several challenges
such as failing to get a license or facing unreasonably high

prices.

Keywords: intellectual property, Competition Law and

Policy, refusal to license, essential facilities, excessive

pricing, sustainable technology, sustainable
development, climate change.
1. INTRODUCTION: SUSTAINABLE DEVELOPMENT

INITIATIVES GLOBALLY AND IN CHINA

Sustainable development is development balanced with
economic, ecological, and social considerations so that
we may meet our present material needs while ensuring
that future generations retain the ability to do the same.?
The concept of sustainable development started in the
1986 United Nations Declaration on the Right to
Development. Its latest manifestation is the United
Nations Agenda 2030 (Agenda 2030), a voluntary
agreement calling for the global community to fulfil
seventeen sustainable development goals (SDGs) by
2030.2 Sustainable development is becoming an integral
part of national development. According to a 2019 study,
over 70% of the Organisation for Economic Co-operation
and Development’s (OECD) 90 partner countries have
incorporated the Agenda 2030 indicators for sustainable
development into their national strategies. Most of the
remaining countries are likely to do so when they move

into their next national development planning cycle.3

1 ‘Report of the World Commission on Environment and Development:
Our Common Future’ (1987) UN Doc A/42/427 (The report was and is
commonly called the ‘Brundtland Report’ in recognition of former
Norwegian Prime Minister Gro Harlem Brundtland's role as Chair of the
World Commission on Environment and Development).

2 UNGA ‘Transforming our world: the 2030 Agenda for Sustainable
Development’ (2015) UN Doc A/RES/70/1.

3 OECD, ‘Sustainable Results in Development: Using the SDGs for Shared
Results and Impact’ (2019) <https://doi.org/10.1787/368cf8b4-en>
accessed 15 July 2021.
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As the world's second-largest economy and currently, a
top greenhouse gas emitter, China must promote
sustainable development. In 2014, it became the world's
largest overall energy consumer followed by the US, EU
and India.* In 2019, it led the primary energy
consumption, consuming nearly 50% more than the next
runner-up, the US.> China has announced ambitious goals
for curbing greenhouse gas emissions and building
sustainable development. It regards sustainable
development as a basic national policy and has promised
to achieve the SDGs by 2030.6 In its innovation-driven
national development strategy announced in 2016, China
placed the research and development (R&D) of
sustainable technologies such as smart and clean
manufacturing, agriculture, energy, and information
communication technologies, in prominent roles.”
According to an Elsevier report, by 2020, China ranked
among the top 10 nations that produced the most

research publications for 15 SDG-related fields.8

Meanwhile, China has been building up its intellectual

property (IP) regime, both in IP registrations and

enforcements. According to the World Intellectual
Property Organization (WIPO), the Chinese patent office
received 43.4% of worldwide patent applications in
2019.° In October 2020, China issued the fourth
amendment to its patent law, which included several

changes that are friendly to patent owners. For example,

4 ‘Total Energy 2019)
<https://yearbook.enerdata.net/> accessed 15 July 2021; ‘Greenhouse

Consumption’ (EnerData,
Gas Emissions for Major Economies, 1990-2030’ (Center for Climate and
26 June 2021)

accessed

Energy Solutions,
<https://www.c2es.org/content/international-emissions/>
15 July 2021.

5 ‘Leading countries in primary energy consumption worldwide in 2019’
(Statista, 2020) <https://www.statista.com/statistics/263455/primary-
energy-consumption-of-selected-countries/> 15 July 2021
(‘Chinais the largest consumer of primary energy in the world, using some
141.7 exajoules in 2019. The majority of primary energy fuels are derived
from fossil fuels. China’s primary energy mix has shifted from a dominant
use of coal to an increase of natural gas and renewable sources.’).

6 ‘China makes a country presentation at the United Nations: Sustainable
development is China’s basic national policy’ (United Nations,
20 July 2016) <https://news.un.org/zh/story/2016/07/260472> accessed
15 July 2021.

7 Wang J, ‘The Central Committee of the Communist Party of China and
the State Council issued the “Outline of the National Innovation-Driven
Development Strategy”” (XinHua News Agency, 19 May 2016)
<http://www.xinhuanet.com/politics/2016-05/19/c_1118898033.htm>

accessed
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the new patent law quintuples the maximum statutory
damages for patent infringement (from USD 150,000 to
USD 750,000). It also establishes punitive damages which
can increase damages awards to five times upon finding
wilful infringement.10 Such evidence indicates that China
is becoming an IP powerhouse and the country may

experience a boom in IP licensing activities.

In addition, China established its first competition law,
the Anti-Monopoly Law (AML), in 2008. The AML aims to
uphold consumer and public interests, besides protecting
fair market competition and enhancing economic
conventional

efficiency which are objectives for

competition laws.1! Moreover, the Provisions on
Prohibition of Abuse of IP Rights to Eliminate and Restrict
Competition (Provisions on IP Abuses), which was
published in November 2020, reveals China's openness to
consider IP rights as essential facilities. 12 In contrast, the
US antitrust law regime currently refuses to recognize or
adopt the ‘essential facilities’ doctrine. The EU
competition law regime limits the use of the doctrine to
exceptional circumstances. In comparison, the Chinese
AML regime is likely to have a higher tendency to
scrutinize conducts such as refusal to license, refusal
access to essential facilities, or excessive pricing. Hence,
this paper explores whether and how we may leverage
China's AML regime to address unreasonable restrictions
in accessing (IP-protected) sustainable technologies to

facilitate China's sustainable development. 13

accessed 15 July 2021. translation:

<https://cset.georgetown.edu/publication/outline-of-the-national-

English

innovation-driven-development-strategy/>.

8 Shemm Y, ‘Report: mapping research to advance the SDGs’ (Elsevier,
22 September 2020)
accessed 15 July 2021.
S WIPO, IP Facts and Figures 2020 (WIPO 2021).

10 ‘Decision of the Standing Committee of the National People's Congress
on Amending the Patent Law of the People's Republic of China’ (The
National People’s Congress of the People’s Republic of China,
17 October 2020)
<http://www.npc.gov.cn/englishnpc/c23934/202109/63b3c7cb2db342f
dadacdc4a09ac8364.shtml> accessed 1 March 2022.

11 Anti-monopoly Law of People's Republic of China 2008 (AML).

12 provisions on Prohibition of Abuse of IP Rights to Eliminate and Restrict

<https://www.elsevier.com/connect/sdg-report>

Competition (Provisions on IP Abuses), Article 3.

13 The discussion here was inspired from OECD, ‘Sustainability and
Competition’ (2020) OECD Competition Committee Discussion Paper
<http://www.oecd.org/daf/competition/sustainability-and-competition-
2020.pdf> accessed 15 July 2021.
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Meanwhile, some developing countries have been
complaining that IP rights function as a significant barrier
for them to access sustainable technologies that are
needed to address ozone-layer leaks and mitigate or
adapt to climate change. For instance, developing
countries are said to face an oligopoly structure in the
photo-voltaic industry.’* A small group of multinational
companies that own the sustainable technologies needed
by developing countries, were criticized for using the
technologies to control production, thereby limiting the
transfer of these technologies.’> Local firms in India
indicated that the patent owners of ozone reduction
technologies refused to license these technologies for
fear of increased competition.1¢

These alleged conducts in restricting access to
sustainable technologies — typically via refusal to license
or excessive pricing by technology owners — can be
addressed by the abuse of dominant position provision in
competition laws if deemed as anti-competitive.
Therefore, the other motivation of this paper is to see
whether developing countries could learn from China's
AML set-up for improving their access to the desired
sustainable technologies to facilitate their sustainable
development which, in turn, would benefit the entire
global community.

2. WHETHER CHINA MAY LEVERAGE ITS ANTI-
MONOPOLY LAW TO IMPROVE ACCESS TO

SUSTAINABLE TECHNOLOGIES

The answer to the above is in the affirmative. Such a
conclusion results from examining the design of the AML,
including China's objectives for the AML and the law's

positions on sustainable development as well as

14 |ntergovernmental Panel on Climate Change (IPCC), ‘Methodological
and Technological in Technology Transfer’ (IPCC 2000)
<https://www.ipcc.ch/report/methodological-and-technological-issues-

in-technology-transfer/> accessed 15 July 2021.

Issues

15 ‘Emerging Asia Contribution on Issues of Technology for Copenhagen’
(India Portal, 1 September 2009)
<http://www.indiaenvironmentportal.org.in/files/Paper_AEl.pdf>
accessed 15 July 2021.

Environmental
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controversial topics such as the interplay between
competition law and IP. Many sustainable technologies in
China would be under IP protection, given China's heavy
investments in sustainable technologies and efforts to

strengthen its IP regime.

A. AML DEVELOPMENT

China promulgated the AML in 2008. It was China's first
competition law, resulting from efforts ongoing since
1987. China developed the AML by consulting several
multilateral organizations such as the World Trade
Organisation (WTO), the OECD, and the United Nations
Conference on Trade and Development (UNCTAD),
leading competition law jurisdictions such as the EU and
US, and neighbouring jurisdictions in the Asia-Pacific

region.

It is worth noting that the EU's competition law regime
had much influence during China's preparation of the
AML. The EU provided systematic technical assistance to
China for developing the AML. The EU-China Competition
Dialogue initiated in 2004 directly impacted the AML's
development.’’” The EU competition law's civil law
influence and its reliance on public administrative
enforcement are elements that are more compatible
with China's legal system and its market regulatory

framework.18

B. EXPANSIVE PURPOSES
Nonetheless, China's formulation of the AML also
incorporated domestic considerations reflecting China's
economic, social, and political contexts. For example,

China expanded its purposes for the AML beyond what is

conventional. The AML aims to prevent and curb

16 Watal J, Intellectual Property Rights in the WTO and Developing
Countries (Wolters Kluwer 2001) 389.

17 Snyder F, The European Union and China: 1949-2008: Basic Documents
and Commentary (Hart Publishing 2010) 807.

18 Wu QL, Competition Laws, Globalization and Legal Pluralism — China
Experience (Hart Publishing 2013) 129.
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monopolistic conduct, protect fair market competition,

and enhance economic efficiency.’® These are
conventional objectives for competition law. However,
China has further declared that the AML will also
maintain consumer and public interests and promote the
healthy development of the socialist market economy.20
It is the second set of objectives in the AML that induced
the author to explore whether the AML could be
leveraged to facilitate access to sustainable technologies

and hence promote sustainable development in China.

In the AML's 13-year enforcement period, limited cases?!
have interpreted what consumer interests mean and
there are even fewer cases on the meaning of public

interests.

In reviewing merger and acquisition proposals, Chinese
AML administration agencies have repeatedly added
restrictive conditions over the proposals to prevent the
intended mergers and acquisitions from damaging
consumer interests. The usual concern is that a merger
and acquisition may give the resultant business operator
a dominant position in the relevant market, thereby
restricting competition in such market and consequently,
damaging consumer interests.??2 In these cases, the
interpreted

Chinese AML administration agencies

consumer interests as consumers' right to fair
transactions. Damages to such a right can come from
price increases (including increasing industry costs and
indirectly raising commodity prices) or deterioration of
quality of goods or services at the same prices. Consumer

interests may further include consumers' right to choose

19 AML, Article 1.
20 AML, Article 1.
21 Similar to the Chinese IP regime, the Chinese AML regime has
two enforcement tracks: 1) administrative via governmental agencies,
and 2) civil litigations via the judicial system. Between 2008-2018, China
had three government agencies administrative

enforcement concurrently, though with different focuses. In 2018, it

overseeing AML

merged the AML administration functions of the three agencies to
one agency, i.e., the State Administration for Market Regulation (SAMR).
To simplify, the article will name all the former AML government agencies
as the AML administrative system and refer to AML administration
agencies when all four agencies have or could have contributed to the
issue in discussion.

22 Ministry of Commerce review of major merger and acquisition notices:
1) Google’s acquisition of Motorola Mobile (2012)
<http://www.mofcom.gov.cn/aarticle/b/c/201205/20120508134325.ht
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freely damages to which can come from restricting the
range of brands and commodities that consumers can

access.

For example, the State Administration for Market
Regulation (SAMR) — China's current governmental
authority covering the administrative enforcement of the
AML — ruled in April 2021 that the e-commerce giant
Alibaba's anticompetitive practice in its online retail
platform since 2015 abused its dominance and harmed
consumer interests.?> The SAMR found harm to
consumer interests in this case on three fronts. First,
Alibaba's practice in preventing its merchants from using
other online e-commerce platforms restricted
consumers' right to choose freely by reducing the brands
and products that consumers could access and select on
other competitive platforms. Second, Alibaba's behaviour
denied consumers' right to fair transactions. Consumers
could only passively accept Alibaba's transaction
conditions and not enjoy the more competitive prices and

services of other platforms.

The SAMR's third reason in the Alibaba case is particularly
relevant to the discussion of this paper. Consumer
interests may also include consumers' expectation of
benefits, the hindrance to which may come from
impairing or inhibiting either technological innovation or
the optimization and development of an industry. In the
Alibaba case, the SAMR considered that Alibaba's
behaviour restricted the continuous optimization and
development of online retail platform services through

full competition which would, thus, damage the overall

ml> accessed 15 July 2021; 2) Microsoft’s acquisition of Nokia’s devices
and services business (2014)
<http://www.mofcom.gov.cn/article/b/g/201407/20140700652295.sht
ml> accessed 15 July 2021; and 3) Nokia’s acquisition of Alcatel Lucent’s
Shares (2015)
<http://www.mofcom.gov.cn/article/b/c/201510/20151001139748.sht
ml> accessed 15 July 2021.

23 Monopoly Case of Alibaba (“Alibaba Monopoly Case”) (SMAR,
21 April 2021) <https://law.wkinfo.com.cn/administrative-
punishment/detail/MkUwMjgxNjUwNDc%3D?searchld=77dc6aalf28944
b8b717b5a5calfc290&index=36&q=%E5%9IE%84%E6%96%AD%20&mod
ule=> accessed 15 July 2021; Wang C, ‘China slaps Alibaba with USD 2.8
billion fine in  antimonopoly probe’ (CNBC, 9 April 2021)
<https://www.cnbc.com/2021/04/09/china-fines-alibaba-in-
antimonopoly-probe.html> accessed 2 June 2021.
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http://www.mofcom.gov.cn/aarticle/b/c/201205/20120508134325.html
http://www.mofcom.gov.cn/article/b/g/201407/20140700652295.shtml
http://www.mofcom.gov.cn/article/b/g/201407/20140700652295.shtml
http://www.mofcom.gov.cn/article/b/c/201510/20151001139748.shtml
http://www.mofcom.gov.cn/article/b/c/201510/20151001139748.shtml
https://law.wkinfo.com.cn/administrative-punishment/detail/MkUwMjgxNjUwNDc%3D?searchId=77dc6aa1f28944b8b717b5a5ca1fc290&index=36&q=%E5%9E%84%E6%96%AD%20&module
https://law.wkinfo.com.cn/administrative-punishment/detail/MkUwMjgxNjUwNDc%3D?searchId=77dc6aa1f28944b8b717b5a5ca1fc290&index=36&q=%E5%9E%84%E6%96%AD%20&module
https://law.wkinfo.com.cn/administrative-punishment/detail/MkUwMjgxNjUwNDc%3D?searchId=77dc6aa1f28944b8b717b5a5ca1fc290&index=36&q=%E5%9E%84%E6%96%AD%20&module
https://law.wkinfo.com.cn/administrative-punishment/detail/MkUwMjgxNjUwNDc%3D?searchId=77dc6aa1f28944b8b717b5a5ca1fc290&index=36&q=%E5%9E%84%E6%96%AD%20&module
https://www.cnbc.com/2021/04/09/china-fines-alibaba-in-antimonopoly-probe.html
https://www.cnbc.com/2021/04/09/china-fines-alibaba-in-antimonopoly-probe.html
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level of social welfare in the long run. The SAMR foresaw
that the effect of such damage would reach consumers,
harming both consumers' actual interests as well as

expected interests.2*

Similarly, in the case against Qualcomm in 2015, the AML
administrative system ruled that Qualcomm charged
unfair and high-priced patent license fees.2> Such unfair
high pricing practices increased the costs of the wireless
communication terminal manufacturers, which were
eventually transmitted to the consumers and therefore,
harmed consumer interests. The AML administrative
system also concluded that Qualcomm's behaviour
forced alternative technologies that competed with
Qualcomm's technologies to lose the opportunity and
possibility to participate in the competition. The AML
administrative system deemed that such an outcome
severely eliminated and restricted competition in the
relevant market and hindered and inhibited technological

innovation, ultimately harming consumer interests.26

In interpreting AML violations that may harm public
interest, the SAMR has deemed that such harm may
come from increasing the cost of social expenditures,
such as the harm caused by the increase in national
medical insurance expenditures due to rising drug
prices.?” Such harm may also include, as exemplified by
Alibaba's anticompetitive practice in online retail
platforms, impairing the development of an industry,

such as the ability to optimize and develop the industry.28

Given the benefits of sustainable development to the
society as a whole as well as individual wellbeing,
improving access to sustainable technologies should be

under the coverage of the AML. Improving access to

24 |bid (Alibaba Monopoly Case).

25 Monopoly Case Concerning Qualcomm Inc. (National Development and
Commission, 9 February 2015)
<https://law.wkinfo.com.cn/administrative-
punishment/detail/MkUxMDAWMDAYNTY%3D?searchld=86d8b9deff474
a5daf8a75e59744fc73&index=66&0q=%E5%9E%84%E6%96%AD%20&mo
dule=> accessed 20 May 2021.

Reform

26 ibid.
27 Yangtze River Pharmaceutical Group Co., Ltd. Fixed and Limited Price
Monopoly Case (SAMR, 15 April 2021)
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sustainable technologies is likely to benefit public
interests and consumer welfare as well as lead to the
healthy development of the socialist market economy.
Article 15 of the AML explicitly exempts monopoly
agreements interests in

serving public energy

conservation and environmental protection from
prohibition, if such agreements do not substantially
restrict competition and enable consumers to share the
resultant benefits.2? This exemption thus indicates that
the Chinese AML regime recognizes public interests in
efforts such as

sustainable development energy

conservation and environmental protection and

considers such efforts beneficial to consumers.

C. THE INTERFACE WITH IP

Meanwhile, with China's investments in the R&D of
sustainable technologies and its strengthening of the IP
regime, many sustainable technologies would be under IP
protection. How the AML engages with IP rights is
another angle for exploring whether the AML could be

employed to improve access to sustainable technologies.

The relationship between IP and competition laws is
debatable. Some opine that the two regimes supplement
each other as both encourage innovation. Others,
however, view them to be in conflict as IP laws provide
legal monopolies that may reduce competition. Through
the Guidelines on Intellectual Property Rights published
by the SAMR in September 2020 (AML-IPR Guidelines),
China deems that its AML regime and its IP regime share
the same goal. Both regimes protect competition,
encourage innovation, improve economic efficiency and

safeguard consumer and public interests.3°

<https://law.wkinfo.com.cn/administrative-
punishment/detail/MkUxMDAwWMTYyODg%3D?searchld=efb7737b922d
4d4092087321bafb5989&index=22&q=%E5%9E%84%E6%96%AD %20&
module=> accessed 7 July 2021.

28 Alibaba Monopoly Case (n 23).

29 AML, Article 15(4).

30 Guidelines of the Antimonopoly Commission of the State Council on
Intellectual Property Rights 2020 (AML-IPR Guidelines), Article 1.
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Meanwhile, China will not apply the AML to IP practices
consistent with the relevant IP laws and administrative
regulations. It will be applicable to IP right abuses
deemed to exclude or restrict competition.3! Such IP right
abuses include using IP, a monopoly agreement, and a
dominant position in the relevant market in a way that

violates the AML.32

In deciding whether a business operator abuses IP rights
to exclude or restrict competition, authorities will
consider the effect that the behavior in issue has on
market competition and innovation and efficiencies.33 In
analyzing the effect that the behavior in issue has on
market competition, they will consider the current
market competition conditions and the particular
behavior in issue. And in analyzing whether the behavior
in issue has a positive effect on innovation and
efficiencies, they will consider whether the behavior
promotes the technology's diffusion and deployment as

well as improves efficiency in resource utilization.

Article 6 of the AML-IPR Guidelines enumerates the
factors that the behavior in issue must meet to be

deemed pro-competitive. These factors include:

(i) The behavior has a causal relationship with
promoting innovation and improving efficiency;

(ii) Compared with other behaviours that promote
innovation and improve efficiency, within the
scope of reasonable commercial choices of the
business operators, the behavior has less impact
on the elimination and restriction of market
competition;

(iii) The behavior will not exclude or severely restrict
market competition;

(iv) The behavior will not seriously hinder the
innovation of other business operators; and

(v) Consumers can share the benefits of the

behaviour's effect on promoting innovation and

improving efficiency.3*

31 AML, Article 55.
32 provisions on IP Abuses, Article 3.
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Therefore, China's AML regime may find anti-competitive
conduct in enforcing IPR as violating the AML. Hence,
China may leverage the AML to address anti-competitive
behaviours sustainable

IP licensing concerning

technologies to facilitate sustainable development.
3. HOW CHINA MAY LEVERAGE ITS ANTI-
MONOPOLY LAW TO IMPROVE ACCESS TO

SUSTAINABLE TECHNOLOGIES

At the implementation level, China may leverage the AML
to improve access to sustainable technologies through
the abuse of dominant position theory. The notion covers
the two situations IP users have most frequently
complained about in accessing desired technologies —
refusal to license and excessive pricing. The paper next
discusses how the AML defines abuse of a dominant
market position, the approaches in adjudicating issues
relating to refusal to license and excessive pricing and the
corresponding remedies. In addition, as China is open to
leverage the ‘essential facilities’ doctrine in the refusal to
license inquiry, China may improve access to sustainable
technologies or associated resources when they are

deemed crucial for sustainable development.

A. ABUSE OF A DOMINANT MARKET POSITION

China's anti-monopoly law scrutinizes four types of
monopoly behaviours: forming a monopoly agreement,
abusing a dominant market position, concentrating
business operators, and abusing administrative power to
exclude and restrict competition. Among them, the abuse
of market dominance scrutiny is most relevant for access

to technologies.

In the AML regime, a business operator is in a dominant
market position when the business operator can control
the prices or quantities of commodities or other
transaction terms in a relevant market or prevent or exert

an influence on other business operators' access to the

33 AML-IPR Guidelines, Article 3.
34 AML-IPR Guidelines, Article 6.
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relevant market.3> Article 18 of the AML enumerates
certain factors for determining whether a business

operator is in a dominant market position:

1) its share in a relevant market and the
competitiveness in the market;
2) its ability to control the sales market or the

purchasing marker for raw and semi-finished

materials;
3) its financial strength and technical conditions;
4) the extent to which other business operators

depend on it in transactions;

5) the difficulty that other undertakings find in
entering a relevant market; and

6) other factors related to the determination of the
dominant market

position held by an

undertaking.36

Meanwhile, Article 19 of the AML provides an analytical
framework for deducing a dominant market position

from specific circumstances:

1) the market shares of one undertaking account for
half of the total in a relevant market;

2) the joint market shares of two undertakings
account for two-thirds of the total, in a relevant
market; or

3) the joint market shares of three undertakings
account for three-fourths of the total in a relevant
market.

4) Under the circumstances specified in the

preceding paragraphs 2) or 3), if the market share

of one of the undertakings is less than one-tenth
of the total, the undertakings shall not be

considered to have a dominant market position.3”

Article 19 allows a business operator, that is alleged to

hold a dominant market position, to provide evidence to

35 AML, Article 17.
36 AML, Article 18.
37 AML, Article 19.
38 AML, Article 19.
39 AML, Article 12.
40 Provisions on IP Abuses, Article 3(2).
41 AML, Article 17.
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the contrary. If it succeeds in doing so, it would not be

considered to hold a dominant market position.38

In determining whether a business operator has a
dominant market position, we need to first identify the
relevant market. The AML considers the relevant market
for a dominant market position determination to cover
‘the range of the products for which, and the regions
where, business operators compete with each other
during a given period for specific products or services.’3°
Further, in considering AML enforcement against
monopolies involving IP licensing, the AML regime
considers the relevant product market as the technology
market or the product market containing the particular IP
right, and the relevant technology market as the market
formed by competition between the technologies
involved in the exercise of the IP right and the existing

interchangeable technologies of the same kind.*°

Upon defining the relevant market and finding a business
operator that has a dominant market position, the AML
may find the following conducts as abuse of dominant
position: excessive pricing, predatory pricing, refusal to
deal, exclusive dealing, tying, unfair trading conditions,
discrimination, and others.*! Relevant to the paper's
discussion, the AML explicitly prohibits business
operators with dominant market positions from engaging
in refusing to deal without a valid reason or selling at

unfairly high prices.*?

Meanwhile, the AML will not infer a dominant market
position just because a business operator owns IP.43
IP ownership is one factor for determining market
dominance, but not the only factor.** Article 14 of the

AML-IPR Guidelines enumerates factors that may be

42 AML, Article 17; China’s approach here is similar to the EU in identifying
conducts that may be considered abusive. The US antitrust law provides a
general prohibition of abuse of dominant position i.e. anti-competitive
ways to conspire for, establish, or maintain monopolization (The Sherman
Act (15 U.S.C. 8§11, 2)).

43 AML-IPR Guidelines, Article 2.

44 Provisions on IP Abuses, Article 6.
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considered for determining dominance when [P is

involved. They include:

1) the possibility and switching cost of the
transaction counterparties turning to substitute
technology or commodity;

2) the dependence of the downstream market on
the goods provided by the use of the IP right at
issue; and

3) the ability of the transaction counterparties to

negotiate with the business operator.4>

The paper will next examine the AML's approach in
adjudicating refusal to license and excessive pricing,
two conducts prohibited under the abuse of a dominant
market position scrutiny and complained most by

developing countries in accessing technologies.

a) Refusal to License

The general attitude in competition law toward a refusal
to license is that a resource owner, especially an IP
owner, is free to choose whether to license the resource
or not. China, however, explicitly states that refusal to
deal without justifiable reasons by a business operator in
a dominant market position is actionable under the
AML.% It considers the following factors in determining

whether a refusal to license an IP is actionable under the

AML:

1) Whether the business operator made a promise
for the license;

2) Whether other business operators must have the
license to enter the relevant market;

3) Whether and to what extent the refusal to license

will have an impact on market competition and
whether the potential licensee has the ability to

innovate;

45 AML-IPR Guidelines, Article 14.
46 AML-IPR Guidelines, Article 16.
47 ibid.
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4) Whether the refused party lacks the ability or
willingness to pay for a reasonable license fee;

5) Whether the business operator made a
reasonable offer to the refused party; and

6) Whether the refusal to license the IP will harm

consumer welfare or public interests. 47

It has been established in Part I.B. that the Chinese AML
explicitly recognizes public interests and consumer
welfare in sustainable development efforts relating to
energy conservation and environmental protection.
Hence, a refusal to license IP for sustainable technologies
may be deemed to harm consumer welfare or public
interests in sustainable development and therefore
would be actionable. China's approach here may be a
distant cousin of the EU approach, which scrutinizes
refusals to license, for example, when they restrict
innovation.*8 Innovation may enhance public interest and
consumer welfare. China's approach for refusal to
license, hence, is more distanced from that of the US
which considers refusal to license as an IP owner's right
and something that needs to be upheld to promote

investments in innovation.

In addition, China deems that a business operator's
refusal to license could be explicit or implicit. Implicit
refusal to license can include substantially reducing the
volume of existing transactions with the counterparty,
delaying or interrupting existing transactions with the
third parties, or refusing new transactions with the third
parties. It may also include setting restrictive conditions
(such as excessive pricing) to make it difficult for
third parties to transact with them or refusing to allow
third parties to use their essential facilities in production
and business operations under reasonable conditions.*?
Here, China counts denying access to facilities essential

for production and business operations as an implicit

48 Maggiolino M, Zoboli L, ‘The Intersection Between Intellectual Property
and Antitrust law’ in Calboli I, Montagnani ML, (eds) Handbook on
Intellectual Property Research (OUP 2021).

4 The Interim Provisions on Prohibiting Abuse of Dominant Market
Position, Article 16.
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form of refusal to license, recognizing the controversial

‘essential facilities’ doctrine.

b) Essential Facilities Doctrine

The essential facilities doctrine is an exception to the
general approach that a resource owner, especially an IP
owner, is free to choose whether to license the resource
or not. When a good, service or technology developed by
a private-sector or public-sector entity is widely adopted,
access to it becomes necessary for others to conduct
business in the relevant market.>0 A facility is essential if
a competitor of the facility owner needs access to the
facility to compete.>! The lack of viable alternatives is a
crucial characteristic of an essential facility. Hence, IP
rarely is an essential facility as multiple design-arounds
may be available as substitutes of an IP-protected
technology. The US antitrust law regime does not favor
the ‘essential facilities’ doctrine. On the other hand, the
EU competition law regime uses it only in exceptional

circumstances.

The Interim Provisions on Prohibiting Abuse of a
Dominant Market Position amended in 2020 enumerates
factors that Chinese authorities will consider when
third parties are refused use of essential facilities. Such
factors include the feasibility of separately building the
facilities with reasonable investment, the degree of
dependence of the third parties on said facilities for
effectively carrying out production and business
operation activities, the possibility of the business
operator for providing said facilities and the resultant
impact on its production and business operation

activities.52

50 United Nations Environment Programme (UNEP), ‘Using Antitrust law
to Promote Access to Health Technologies — a Guidebook for Low- and
Middle-Income Countries’ (2014) 78; In the technology area, this
phenomenon is sometimes referred to as the ‘network effect’ — the more
widely adopted a technology becomes, the more important it is for doing
business.

51 Hovenkamp H, et al., IP and Antitrust, An Analysis of Antitrust Principles
Applied to Intellectual Property Law (Wolters Kluwer 2019) 13-15.

52 The Interim Provisions on Prohibiting Abuse of Dominant Market
Position (n 49).

53 Provisions on IP Abuses, Article 7.
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As stated, China explicitly acknowledges that IP can be
essential facilities in the Provisions on IP Abuses. The IP in
issue needs to satisfy three criteria to be deemed
essential facilities. First, the IP should have no reasonable
substitute, and must be indispensable for other operators
to compete in the relevant market. Second, refusing to
license the IP should negatively impact competition and
innovation in the relevant market and be detrimental to
consumer welfare or public interest. Thirdly, licensing the
IP should not cause the IP rights owner unreasonable
harm.53 When an IP is deemed as an essential facility for
production and operation activities, the owner (who is
thus considered to be in a dominant position) shall not
refuse other business operators, without justifiable

reasons, to use the IP under reasonable conditions.>*

Here, certain key issues are yet to be disputed and
interpreted. For example, would a business operator
holding an essential facility necessarily be in a dominant
market position and therefore be subjected to scrutiny
when refusing to license the essential facility? Further,
what would be considered as a ‘reasonable substitute’ of
the IP in issue, a ‘relevant market’ for the IP, and a
‘justifiable reason’ for refusal to license the IP? In
addition, what would be the ‘reasonable conditions’ for
the grant of license, and what would be deemed as

causing the IP rights owner no ‘unreasonable harm’?

In April 2021, China issued a first-instance judgment in
the first case that utilized the Chinese AML regime’s
stance on recognizing IP as essential facilities. The
plaintiffs in the case had requested the Ningbo
Intermediate People’s Court to license non-standard
essential patents (non-SEP) based on the ‘essential

facilities’ doctrine.5> The plaintiffs argued that the

54 Ibid.

55 Huang H, ‘Hitachi Metals: Chinese Court Enforces Mandatory Licensing
for “Essential Facility” Patents in Antitrust Case’ (MarketScreener,
22 June 2021) <https://www.marketscreener.com/quote/stock/HITACHI-
METALS-LTD-6492030/news/Hitachi-Metals-Chinese-Court-Enforces-
Mandatory-Licensing-For-Essential-Facility-Patents-In-Anti-35664380/>
accessed 5 July 2021; Bush N, Xu R, ‘Framing patents as essential facilities
in Chinese antitrust: Ningbo Ketian Magnet Co., Ltd. v. Hitachi Metals’
(DLA Piper, 2 July 2021)
<https://www.dlapiper.com/en/us/insights/publications/2021/09/antitr
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https://www.marketscreener.com/quote/stock/HITACHI-METALS-LTD-6492030/news/Hitachi-Metals-Chinese-Court-Enforces-Mandatory-Licensing-For-Essential-Facility-Patents-In-Anti-35664380/
https://www.marketscreener.com/quote/stock/HITACHI-METALS-LTD-6492030/news/Hitachi-Metals-Chinese-Court-Enforces-Mandatory-Licensing-For-Essential-Facility-Patents-In-Anti-35664380/
https://www.dlapiper.com/en/hungary/people/b/bush-nathan/
mailto:ray.c.xu@dlapiper.com

Joy Y. Xiang, IP, Anti-Monopoly Law, and Sustainable Development in China

defendant Hitachi Metals’ patent portfolio on
neodymium-iron-boron ('NdFeB') magnets should be an
essential facility for the industry because the patent
portfolio cannot be substituted or avoided. The court
determined that Hitachi Metals had a dominant position
in the relevant technology market.¢ It concluded that
Hitachi Metals' patent portfolio of NdFeB magnets was an
essential facility for the industry based on the following

reasons:

(1) the facilities were essential for other
undertakings to participate in the competition;

(2) the defendant, as the holder of the IP rights,
controlled the facilities in dispute;

(3) other competitors could not duplicate the same
facilities within a reasonable scope;

(4) the defendant refused to let a competitor use the
facilities when the plaintiff had expressly
requested a license and was willing to pay
reasonable royalties; and

(5) it was possible for the defendant to grant the
patent license to the plaintiff, and there was no
justifiable reason for the defendant's refusal. The
court, therefore, held that Hitachi Metals'

relevant conduct constituted a refusal to license

under the AML.>” The case thus declared that non

SEPs can be deemed as essential facilities,

indicating and raising alarm about the distance

the Chinese AML regime may go in treating IP as

essential facilities.

Therefore, there is a need to observe, with alertness, the
effect of China's approach in being opened to treating IP
as essential facilities. Some scholars argue that forced IP

sharing or price caps for IP would impair incentive to

ust-matters-september-2021/framing-patents-as-essential-facilities-in-
chinese-antitrust/> accessed 5 July 2021.

56 The court considered the following factors: (1) Hitachi Metals had the
ability to control the price and other trading conditions in the relevant
upstream market; (2) Hitachi Metals had the ability to exclude others from
entering the relevant upstream market; (3) Hitachi Metals had obvious
control over unauthorized producers; and (4) Hitachi Metals had a strong
influence on the downstream market through the agreement relationship
formed through the patent license.

57 This case is China's first case involving non-SEP holders abusing their
dominant market position. However, the first instance judgment may not
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invest in IP and innovation. Hence, the process needs to
be carefully administered and the doctrine must be used

with extreme care.>®

c) Excessive Pricing

Excessive pricing occurs when the commaodity's price is so
high that it has no reasonable connection with the cost of
developing and making the product — for example, a
good, service or technology.>® As mentioned above,
excessive pricing can be regarded as implicit refusal to
license, which can be deemed anti-competitive and
hence, actionable, if unjustified. Such a pricing conduct
alone may constitute an abuse of dominant position if the
consumers have no viable alternative. IP-related
excessive pricing as an actionable abuse of dominant
position needs to meet two criteria: the IP right owner
has a dominant position in the market, and the price is

objectively excessive.0

China explicitly declares an unfair high price charged
against a product or service as abuse of dominant market
position.® In judging whether there is abusive pricing
(unfairly high, unfairly low) in general, China considers

the following factors:

1) requiring the counterparty to grant back
exclusively the technologies improved;

2) prohibiting the counterparty from challenging the
validity of its IP rights;

3) restricting the counterparty from using

competing products or technologies without
infringing upon any IP rights after the licensing

agreement expires;

be the final judgement as Hitachi Metals has appealed against the ruling
before the top court in China — the Supreme People's Court.

58 Huang Y, et al., ‘Essential Facilities Doctrine and Its Application in
Intellectual Property Space Under China’s Anti-Monopoly Law’ (2015)
Geo. Mason L. Review 1103, 1113.

59 UNEP (n 50).

8 Nguyen TT, Competition Law, Technology Transfer and the TRIPS
Agreement (Edward Elgar 2010) 299.

61 AML, Article 17 (‘Undertakings with a dominant market position are
prohibited from engaging in the following activities by abusing their
dominant market position: (1) Selling products at unfairly high prices or
buying products at unfairly low prices...").
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4) continuing to exercise any IP rights with an
expired term of protection or determined as
invalid;

5) prohibiting the counterparty from trading with
any third party; or

6) requiring the counterparty to attach any other

unreasonable restriction.52

In analysing whether the licensing of IP is at an unfairly

high price, China considers the following factors:

1) The method for calculating the license fee and the
contribution of the IP to the relevant product's
value;

2) The business operator's prior promise concerning
the IP license (e.g.,, commitments made in a
standard-setting process);

3) The license history of the IP or standard of
licensee fee of comparable references;

4) The license condition(s) that causes unfairly high
price, including demanding license fee outside
the IP's geographical area or product area; and

5) Whether wholesale license was used to demand

license fee on expired or invalid IP. 63

China also analyses whether a business operator licenses
SEP at unfair high prices with considerations such as the
overall license fees borne by the commodities that meet
the relevant standards and their impact on the normal

development of related industries.®*

China only published the Provisions on IP Abuses and the
AML-IPR Guidelines in late 2020. Since drafts of these
regulations were in circulation earlier, decisions made by
the Chinese jurisdiction have reflected the essence of
these regulations. For example, in its judgment for one of

the two Huawei Technologies v InterDigital cases, the

62 Interim Provisions on Prohibiting Abuse of Dominant Market Position,
Article 14.2.

63 AML-IPR Guidelines, Article 15.

64 1bid.

8 Han M, Li K, ‘Huawei v. InterDigital: China at the Crossroads of Antitrust
and Intellectual Property, Competition and Innovation’ (Competition
Policy International, 3 December 2013)
<https://www.competitionpolicyinternational.com/huawei-v-

81

Guangdong High Court of China held that the US-based
company InterDigital (IDC) abused its dominant market
position by refusing to license SEP for 3G wireless
communication devices on fair, reasonable and non-
discriminatory (FRAND) terms. The High Court not only
affirmed the lower court's finding that IDC set a
discriminatory and unreasonably high royalty rate for its
Chinese SEP and non-SEP but also supported the lower
court’s order that IDC cease such conduct and that a
USD 3.1 million in damages be awarded to Huawei.®>
Here, the High Court deemed the royalties charged by IDC
to be ‘'unfairly high' in part because they were
'significantly higher' than those offered by IDC to other
licensees such as Apple, Samsung, and RIM.®® In the
corresponding administrative proceeding, the Chinese
AML administration agency eventually suspended its
investigation into whether IDC abused its dominant
position by seeking discriminatorily high royalties on SEP,

upon receiving IDC's compliance commitments.5”

Further, the Interim Regulations on National Standards
Involving Patents requires that patents included in
national standards be licensed on FRAND terms. It also
requires that the relevant government authorities
negotiate with a patent holder on divesting the patent if
the patent is essential for a mandatory national standard
and the patent holder does not agree to license on

FRAND terms. 68

Similarly, in the 2015 decision against Qualcomm, a

Chinese AML administrative agency found that

Qualcomm charged unfairly high royalties for its wireless
SEP. The finding was based on several facts, such as:
(1) the base for calculation of royalties was the wholesale
price of wireless terminal devices, which contained many

parts not related to the licensed wireless SEP; (2) the

interdigital-china-at-the-crossroads-of-antitrust-and-intellectual-
property-competition-and-innovation/> accessed 5 March 2022.

66 jbid.

67 National Development and Reform Commission (NDRC) Press Briefing

(NDRC, 19 February 2014)
<http://www.ndrc.gov.cn/xwfb/t20140219_579522.htm> accessed
15 July 2021.

68 Administrative Regulation on National Standards Involving Patents-
Interim (Interim Regulations) 2014.


https://www.competitionpolicyinternational.com/author/michaelhan/
http://www.ndrc.gov.cn/xwfb/t20140219_579522.htm

Joy Y. Xiang, IP, Anti-Monopoly Law, and Sustainable Development in China

licensed patents included expired patents; and
(3) Qualcomm required its licensees to provide free grant
backs, and also did not consider the value of its licensees'

own patents cross-licensed to Qualcomm.°

B. REMEDIES

The AML prescribes the remedies available for abuse of
dominant market position. They include ordering the
business operator to cease illegal activities, confiscating
illegal gains and imposing a fine between 1% and 10% of
the relevant sales in the previous year.’® At the judicial
front, when a court finds that a defendant has conducted
monopolistic activities and caused losses to the plaintiff,
the court may order the defendant to bear civil liabilities
such as cessation of the infringement and compensation
for losses based on the plaintiff's litigation request and

the facts ascertained.”?

Courts may also deny a business operator's request for
injunctive relief against the alleged infringer. The AML-IP
Guidelines, for example, state that a court needs to
balance several considerations when receiving an
injunctive relief request from a SEP holder who forces a
licensee to accept an unfairly high license fee or other
unreasonable license conditions.”? Such considerations

include:

1) The behaviour of the two parties in the
negotiation process and their real wishes;

2) The relevant commitments of the necessary
patents of the applicable standards;

3) License conditions proposed by both parties in
the negotiation process;

4) The impact of requesting the court or relevant

department to make or issue a judgment, ruling
or decision prohibiting the use of the relevant IP

right in license negotiation;

69 Monopoly Case Concerning Qualcomm Inc. (n 25).

70 AML, Article 47.

7t The Provisions of the Supreme People's Court on Several Issues
Concerning the Application of Law in the Trial of Civil Disputes Caused by
Monopoly Acts (the Supreme People's Court, 2020), Article 14.

82

5) Request the court or relevant department to
make or issue judgments, rulings or decisions
prohibiting the use of the relevant IP right and the
impact of the same on downstream market

competition and consumer interests. 73

In summary, China's scrutiny for abuse of dominant
market position is explicit in prohibiting anti-competitive
refusal to license and unfair high pricing. China is also
open to considering the ‘essential facilities’ doctrine in
dealing with refusal to license and is open to treating IP
as essential facilities. These approaches may enable
China to address anti-competitive barriers against access
to sustainable technologies effectively.

4. CONCLUSION: COMPETITION LAW, IP,
SUSTAINABLE DEVELOPMENT, AND THE CHINA
APPROACH

Sustainable development is vital because it enables us to
have a sustainable future. Meanwhile, we need to
develop and deploy sustainable technologies to realize
sustainable development. Both IP and competition laws
can encourage innovation in sustainable technologies
and improve access to sustainable technologies. IP laws
may incentivize investment in the R&D for sustainable
technologies, and the attraction of patent protection, in
particular, may enhance the disclosure of the resultant
inventions. Competition laws, on the other hand, can
enhance competition and thereby, innovation in the
relevant markets. In addition, competition laws
addressing IP right abuses such as unjustified refusal to
license or excessive pricing may improve access to
sustainable technologies. Judiciously employing the
‘essential facilities’ doctrine may enhance access to
sustainable technologies that are deemed as crucial or
essential infrastructures necessary for the development

and deployment of sustainable technology development.

72 AML-IPR Guidelines, Article 27.
73 |bid.
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China’s design of its AML regime may facilitate access to
necessary sustainable technologies and hence, empower
its drive for sustainable development. It includes
expansive objectives for its AML which aims not only to
facilitate market competition and economic efficiencies,
but also consumer welfare and public interests as well as
the healthy development of the socialist market
economy. The AML recognizes public and consumer
interests in sustainable development efforts such as
energy conservation and environmental protection. The
AML also explicitly prescribes that refusal to license
without justifiable reasons and excessive pricing be
considered as actionable causes. The AML regulation on
IP right abuses also establishes that IP may be considered
as essential facilities. Hence, unjustified refusal to access
such IP would be actionable. These features in the
Chinese AML regime may offer one example to countries
countries) in leveraging

(especially  developing

competition law to improve access to sustainable
technologies that are essential for facilitating national

sustainable development.
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6. IF NOT NOW, WHEN? ACCESS TO COVID-19
TREATMENT AND PATENT LAW

Bassem Awad”

ABSTRACT

The COVID-19 pandemic has brought many intellectual

property (IP) access issues to the forefront of
international debate. While wealthier countries race to
deliver vaccines to their residents, treat their patients
and recover economically, developing countries struggle
to access the knowledge and technologies to do the
same. Once again, the balance between protecting IP
rights and providing needed technology access and
knowledge transfer has been called into question. Within
international treaties and domestic laws, there are
several methods in place that can be invoked to lawfully
breach IP rights, ranging in degree of intrusiveness. This
paper outlines the need for equitable global access to
treatment and underlines the danger of vaccine
nationalism. The paper responds to the concern of how
to facilitate access to COVID-19 treatments given the
current international framework. The paper describes
two non-voluntary mechanisms related to the TRIPS
Agreement: the compulsory licensing under Article 31bis,
and the recent waiver proposal aiming to suspend IP
rights related to the prevention, containment, or
treatment of COVID-19. The implementation of these
non-voluntary mechanisms is necessary to appropriately
respond to the mitigation of COVID-19 globally and the
paper advocates for a compulsory trade secrets license to

facilitate developing countries' access to medical
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1 WHO, ‘Listings of WHO’s response to COVID-19’ (Statement,
28 December 2020) <www.who.int/news/item/29-06-2020-
covidtimeline> accessed 28 June 2021.
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information and technologies. The paper ends with
describing insights to consider these methods of access
for the benefit of international healthcare in times of

crisis in the future.

Keywords: COVID-19; vaccine nationalism; compulsory
license; TRIPS waiver; compulsory trade secrets license;

technology transfer.

1. INTRODUCTION

First identified in December 2019, the World Health
Organization (WHO) declared the coronavirus (COVID-
19) outbreak a pandemic in March 2020.% According to
the WHO Coronavirus Dashboard, there were over
182 million confirmed cases of COVID-19 and more than

3.9 million deaths as of 28 June 2021.2

Developing countries have been disproportionately
affected by the COVID-19 pandemic during the past
two years. The World Bank identified that in the average

developing country, 36% of respondents stopped

working when their country’s social distancing measures
were most stringent, and 64% of households reported
decreased income.3 During school closures, only 41% of

children from lower income countries continued to

engage in learning activities, partly due to lack of

internet, computer, television or radio access.* If

advanced economies fail to ensure equitable access to
COVID-19 vaccines for developing countries, global costs
could total USD 9.2 trillion, with advanced economies
bearing up to half of the costs.> Therefore, until the

vaccine is widely available in developing countries, the

2 WHO, ‘WHO Coronavirus (CoVID-19) Dashboard’
<https://covid19.who.int> accessed 28 June 2021.

3 Bundervoet T, Ddvalos ME, Garcia N, ‘The Short-Term Impacts of COVID-
19 on Households in Developing Countries: An Overview Based on a
Harmonized Data Set of High-Frequency Surveys’ (2021) World Bank
Policy Research Working Paper No. 9582
<https://openknowledge.worldbank.org/handle/10986/35290> accessed
26 June 2021.

4 ibid.

5 Gakmakli C, et al., ‘The Economic Case for Global Vaccinations: An
Epidemiological Model with International Production Networks’ (2021)
International Chamber of Commerce Research Foundation Study, 35-36
<https://iccwbo.org/publication/the-economic-case-for-global-
vaccinations> accessed 26 June 2021.
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pandemic’s societal and economic effects will continue to

be felt across the globe.

Pandemics usually pose global public health problems

leading  governments, health  technology and
pharmaceutical companies to increase efforts to invent
pharmaceutical drugs,

ventilators, diagnostic tests,

disinfection  technologies, vaccinations, personal
protective equipment, and other medical technologies to
combat infectious disease outbreaks.® Many components
of newly developed vaccines and related tools are

protectible or protected by one or more patents.”

Patents are legal instruments intended to encourage
innovation by providing exclusive rights to the inventor to
help recover research and development (R&D) expenses
in return for the disclosure of the invention. Between
1999 and 2018, over 11,000 inventions for technologies
capable of combatting COVID-19 were patented globally,
with 8,452 attributable to an institution.® China and the
United States (US) have largely led the growth among

leading countries for pandemic-mitigating technologies.®

Under the Trade-Related Aspects of Intellectual Property

Rights (TRIPS) Agreement of the World Trade

Organization (WTO), patent owners may prevent others
from making, using, offering for sale, selling, or importing
a patented invention without their permission for a
period of 20 years.10 several

However, developing

6 Rutschman AS, ‘The Intellectual Property of COVID-19’ (2020) Saint Louis
V] Legal Studies Research Paper No. 2020-28
<https://ssrn.com/abstract=3691239> accessed 26 June 2021.

7 Rutschman AS, ‘The Vaccine Race in the 215t Century’ (2019) 61 Arizona
L Rev 729.

8 Canadian Intellectual Property Office, ‘Patenting to Fight Pandemics: The
Story’ (5 November 2020)
<https://www.ic.gc.ca/eic/site/cipointernet-
internetopic.nsf/eng/wr04853.html> accessed 26 June 2021.

9 ibid.

10 TRIPS Agreement (as amended on 23 January 2017, entered into force
23 January 2017), 15 April 1994, Marrakesh Agreement, Annex 1C, 1869
UNTS 299, Articles 28.1 and 33
<www.wto.org/english/docs_e/legal_e/31bis_trips_01_e.htm> accessed
26 June 2021.

11 Vijay SL, Fletcher ER, ‘Gates Foundation: Technology Transfer, Not
Patents Is Main Roadblock to Expanding Vaccine Production’ (Health
Policy Watch, 14 April 2021) <https://healthpolicy-watch.news/patents-
are-not-main-roadblock-to-expanding-vaccine-production-says-top-
gates-foundation-official> accessed 26 June 2021.

Canadian
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countries and civil society advocates argue that
intellectual property (IP) monopolies are blocking the
rapid scale-up of vaccine manufacturing. The COVID-19
pandemic revealed issues of uncertainty and tension
surrounding the role of IP rights, particularly patent laws,
in hindering access to COVID-19 treatment and critical
related products, from diagnostic kits to medical

equipment, tracking systems, and other medical
supplies.’! The UN Committee on Economic, Social and
Cultural Rights released a statement in April 2021 that
the unequal global distribution of vaccines not only
represents discrimination in terms of the right to access
vaccinations at the global level, but also undermines
UN Sustainable

progress on the Development

Goals (SDG), particularly SDG 3, 10, and 17.12

WAYS TO FACILITATE DEVELOPING COUNTRIES ACCESS
TO COVID-19 TREATMENTS

Access to COVID-19 treatments can be facilitated through
two contrasting avenues. On the one hand, there is
voluntary provision of access via licensing agreements or
collaborative mechanisms of innovation such as patent
pools. Voluntary licensing refers to the practice of IP
holders voluntarily granting licenses to their patents or
other IP rights. The license usually sets quality
requirements and defines markets where the licensee
can sell the product(s).’* Another form of voluntary

collaboration to embrace knowledge-sharing efforts in

12UN Committee on Economic, Social and Cultural Rights, Statement on
universal affordable vaccination against coronavirus disease (COVID-19),

international  cooperation and intellectual property, UN Doc
E/C.12/2021/1 (23 April 2021)
<https://digitallibrary.un.org/record/3921880?In=en> accessed

26 June 2021. See also OHCHR, ‘UN expert says global coordination and
more equitable sharing of COVID-19 vaccines key to recovery’
(22 January 2021)
<www.ohchr.org/EN/NewsEvents/Pages/DisplayNews.aspx?News|D=266
83&LangID=E> accessed 26 June 2021.

13 Voluntary licenses are, in essence, private commercial contracts that
enable third parties to sell generic versions of a patented product. In the
past, voluntary licenses have been used to mitigate the impacts of several
pandemics or, in some cases, used as a bargaining tool in response to
threats of compulsory licensing. See Raju KD, ‘Compulsory v Voluntary
Licensing: A Legitimate way to Enhance Access to Essential Medicines in
Developing Countries’ (2017) 22 J IP Rights 23; Médecins Sans Frontiéres,
‘Voluntary Licenses (Technical brief,
October 2020) <https://msfaccess.org/voluntary-licenses-access-
medicines> accessed 26 June 2021.

and Access to Medicines’
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response to the COVID-19 pandemic is the patent pools.
They are defined as ‘an agreement between two or more
patent owners to license one or more of their patents to
one another or to third parties’.* Patent pools can
benefit innovation and competition by promoting the
voluntary sharing of IP assets, improving the efficiency of
developing goods and services, reducing transaction
costs, and reducing the need to seek alternatives to

existing patents.1®

On the other hand, the non-voluntary mechanisms to
facilitate access to COVID-19 treatments can be invoked
in situations when a voluntary license agreement or
collaboration is not viable. These non-voluntary
mechanisms range from compulsory licensing under
Article 31bis and the security exception under Article 73
of the TRIPS Agreement to the recently proposed COVID-
19 waiver aiming to suspend IP rights related to the

prevention, containment, or treatment of COVID-19.

This paper begins with underlining the danger of vaccine
nationalism and outlines the need for equitable global
access to treatment (l1). The paper then explores two of
the non-voluntary legal mechanisms that may be
adopted by countries to facilitate access to COVID-19
treatment and medical technologies. First, it analyses the
compulsory license system and the government use or
the crown privilege for non-commercial use to reduce

vaccine scarcity (lll). Second, the paper examines the

4 WIPO, ‘Patent Pools and Antitrust:
(March 2014)
competition/en/studies/patent_pools_report.pdf> accessed
26 June 2021; Contreras JL, et al., ‘Pledging IP for COVID-19’ (2020) 38 Nat
Biotechnol 1146.

15 In May 2020, the WHO and other partner organizations launched the
COVID-19 Technology Access Pool (C-TAP) to facilitate access to COVID-19
health products. This voluntary patent pool, signed on to by
40+ countries, aims to leverage collective research and incentivize
international cooperation by reducing license-related transaction costs.
Implementing partners of C-TAP include the Medicines Patent Pool (MPP),
the Open COVID Pledge and the Tech Access Partnership (TAP). See WHO,
'How WHO C-TAP Works? Commitments to share knowledge, IP and data’
(27 October 2020) <www.who.int/initiatives/covid-19-technology-
access-pool/what-is-c-tap> accessed 26 June 2021.

16 See Felter C, ‘A Guide to Global COVID-19 Vaccine Efforts’ (Council on
Foreign Relations, 27 April 2021) <www.cfr.org/backgrounder/guide-
global-covid-19-vaccine-efforts> accessed 26 June 2021.

A Comparative Analysis’
<WwWw.wipo.int/export/sites/www/ip-

17 UNSC, ‘Secretary-General Calls Vaccine Equity Biggest Moral Test for
Global Community, as Security Council Considers Equitable Availability of
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TRIPS Waiver proposal submitted by India and South
Africa to temporarily suspend certain TRIPS obligations
related to the prevention, containment or treatment of
COVID-19 (IV). The paper concludes with insights on the
way forward for striking a balance between protecting IP
rights through patent law and making knowledge transfer

available in times of crisis (V).

2. VACCINE NATIONALISM

While the vaccines developed by several pharmaceutical
companies seemed to be beacons of hope upon their
creation, the world is facing a new wave of vaccine
hoarding.'® Countries are prioritizing their national
interests and acquiring stocks of vaccines and related
technologies that exceed the necessary amounts for their
populations. In February 2021, the UN Secretary-General
declared that 10 countries had administered 75% of all
vaccinations, while over 130 countries had not yet
received a single dose of a COVID-19 vaccine.' In
December 2020, wealthy nations representing 14% of the
world’s population had bought up to 53% of the most

promising vaccines.!®

Vaccine Nationalism, or the ‘my country first’ approach,
occurs when governments sign agreements with
pharmaceutical manufacturers to supply their own
populations with vaccines ahead of the vaccines

becoming available for other countries.l® These pre-

Doses’ (17 February 2021)
<www.un.org/press/en/2021/sc14438.doc.htm> accessed 26 June 2021.
18 Oxfam International, ‘Campaigners warn that 9 out of 10 people in poor
countries are set to miss out on COVID-19 vaccine next year’
(9 December 2020)
warn-9-out-10-people-poor-countries-are-set-miss-out-covid-19-

<www.oxfam.org/en/press-releases/campaigners-

vaccine> accessed 26 June 2021. See also Mary Brophy Marcus, ‘Ensuring
Everyone in the World Gets a COVID Vaccine’ (20 January 2021)
<https://globalhealth.duke.edu/news/ensuring-everyone-world-gets-
covid-vaccine> accessed 26 June 2021.

19 Vaccine Nationalism is different from Vaccine Diplomacy where
vaccines are used to improve a country’s diplomatic relationship and
influence with other countries. The vaccine is used as a vehicle to assist
countries that may not otherwise have access to emerging vaccines.
Vaccine Diplomacy allows some countries to strengthen bilateral and
regional ties and
Balasubramanian S, ‘Vaccine Diplomacy: A New Frontier In International
(Forbes, 24 February 2021)
<www.forbes.com/sites/saibala/2021/02/24/vaccine-diplomacy-a-new-
frontier-in-international-relations/?sh=58642a6622bc>
26 June 2021.

enhance their international relations. See
Relations’

accessed
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production agreements reserve a substantial number of
emergent vaccines for domestic use or for a limited
number of jurisdictions.20 Several vaccine manufacturers
received funding internationally from governments and
public sector entities to develop a COVID-19 vaccine
while providing the funding countries with preferential
treatment such as the right to pre-purchase vaccines in

development or priority access to emerging vaccines.?!

Vaccine Nationalism can also, as Evenett, et al., describe,
take the form of overt export bans or limits to increase
the domestic availability of vaccines at the expense of
foreign supply.22 Faced with domestic vaccine shortages,
several countries established a formal export control
system to limit the commercial exports of COVID-19
vaccines out of their territory. In early March 2021, Italy
and the European Union (EU) blocked a shipment of over
a quarter million vaccine doses produced by AstraZeneca-
Oxford destined for Australia from leaving the EU.23 The
EU is the only jurisdiction to introduce an export
authorization regime for COVID-19 vaccines.?* More
2021, the Indian government

recently, in April

temporarily banned the exports of the active

pharmaceutical ingredients (API) and injections of the

20 Rutschman AS, ‘The Reemergence of Vaccine Nationalism’ (2020) Saint
Louis U Legal Studies Research Paper No. 2020-16
<https://ssrn.com/abstract=3642858> accessed 26 June 2021.

21 Thomas K, ‘Sanofi and GlaxoSmithKline Snag Biggest Coronavirus
Vaccine Deal Yet” (The New York 31 July 2020)
<www.nytimes.com/2020/07/31/health/covid-19-vaccine-sanofi-
gsk.html> accessed 26 June 2021; Bloomberg, ‘COVID-19 Deals Tracker:
9.6 Billion Doses Under (9 March 2021)
<https://www.bloomberg.com/graphics/covid-vaccine-tracker-global-

Times,

Contract’
distribution/contracts-purchasing-agreements.html> accessed
26 June 2021.

22 Evenett SJ, et al., ‘The Covid-19 Vaccine Production Club: Will Value
Chains Temper Nationalism?’ (2021) World Bank Policy Research Working
Paper No. 9565
<https://openknowledge.worldbank.org/handle/10986/35244> accessed
26 June 2021.

23 The Associated Press, ‘EU, Italy halt AstraZeneca vaccine shipment to
Australia’ (The Canadian Broadcasting Corporation, 4 March 2021)
<www.cbc.ca/news/world/italy-australia-vaccine-exports-1.5937467>
accessed 26 June 2021.

24 The European export control regime for COVID-19 put in place a
measure requiring vaccine exports to be subject to an authorisation by
the EU Member States. The objective of this measure is to ensure timely
access to COVID-19 vaccines for all EU citizens and to address concerns
over the lack of transparency around the ways some companies are
operating in relation to vaccine exports outside the EU. See Commission
Implementing Regulation (EU) 2021/111 of 29 January 2021 making the
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anti-viral drug remdesivir due to the rise of COVID-19

cases in the country.

The export bans can also be less formal and could include
administrative delays in shipments or using other
regulations to prioritize domestic consumption.?6 For
example, to accelerate mass domestic vaccinations, the
US President invoked the Defense Production Act,
allowing the government to control distribution and

direct suppliers to fulfil certain contracts ahead of

others.?”

Vaccine Nationalism is not a novel concept. During the
HIN1 pandemic in 2009, developed countries directly
negotiated pre-production contracts with manufacturers
of HIN1 vaccines. This resulted in the UN being unable to
purchase vaccines, causing a delay of global distribution
and many lives being unnecessarily lost.28 After the WHO
requested donations, Australia, Canada, the US and
six other countries agreed to share 10% of their HIN1
vaccines, only after they first met their domestic needs.?®
Similarly, in the context of the current pandemic, the
if vaccine

WHO Director-General has warned that

nationalism continues, it could exacerbate inequalities

exportation of certain products subject to the production of an export
authorisation [2021] OJ L 311 (EU Regulation).

25 Global Trade Alert, ‘India: Export of remdesivir medication banned’
(11 April 2021, updated 14 June 2021)
<www.globaltradealert.org/intervention/85106/> accessed
26 June 2021>; Reuters, ‘India bans exports of anti-viral drug Remdesivir
as COVID-19 surge’ (11 April 2021)
<www.reuters.com/world/india/india-bans-exports-anti-viral-drug-

cases

remdesivir-covid-19-cases-surge-2021-04-11> accessed 26 June 2021.

26 Evenett SJ, ‘Export Controls on COVID-19 Vaccines: Has the EU Opened
Pandora’s Box?’ (2021) 55 Journal of World Trade 397.

27 The Defense Production Act gives the US President powers to allocate
"materials, services, and facilities" and award contracts that take priority
over any other contract to "promote the national defense." In extreme
situations, the law can also be used to prevent companies from exporting
certain goods to keep them within the US territory. See Isaac Stanley-
Becker, ‘Biden harnesses Defense Production Act to speed vaccinations
and production of protective equipment’ (The Washington Post,
5 February 2021) <www.washingtonpost.com/health/2021/02/05/biden-
vaccines-tests-gloves> accessed 26 June 2021; The Defense Production Act
of 1950, Pub L No. 81-774, 64 Stat 798 (codified as amended at 50 USC
§ 4501-4568 (2018)) (United States).

28 Phelan AL, et al., ‘Legal agreements: barriers and enablers to global
equitable COVID-19 access’ (2020) 396 The Lancet 800.

2 Bollyky TJ, Bown CP, ‘The Tragedy of Vaccine Nationalism: Only
Cooperation Can End the Pandemic’ (2020) 99 Foreign Aff 96.
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that lower-income countries already face in terms of

acquiring doses.30

The re-emergence of vaccine nationalism will have
devastating global health and economic consequences on
both the Global South and the Global North.3! The spread
of the pandemic in the South without sufficient vaccines
will disturb cross-border supply chains and global trade.32
Furthermore, inoculating the population of a single
country may not lead to sustainable protection if the virus
is able to spread and mutate somewhere else
unchecked.33 The urgent need for COVID-19 treatments
in the Global South has once again raised questions about

the effectiveness of non-voluntary IP mechanisms in

responding to global challenges.

3. COMPULSORY LICENSE AND GOVERNMENT USE

Under the TRIPS Agreement, WTO Members have several
obligations in relation to patents. Members are obligated
to provide patent protection for any invention, whether
it is a product (such as medicine, drugs, vaccines) or a
process (such as a method of producing the chemical
ingredients for a medicine), so long as it is novel, involves
an inventive industrial

step, and is capable of

application.34

Members may invoke a regulatory exception set out in
Article 30 to permit the use of patented inventions for
research in order to understand inventions more fully or
to obtain marketing approval from public health
authorities. Once a patent is granted, compulsory
licensing and government use of patented inventions

without the voluntary authorization of the right holder

may be permitted in circumstances such as national

30 BJum B, ‘Threat of vaccine nationalism reinforces global need for better
pandemic planning’ (The Canadian Broadcasting Corporation,
31 January 2021) <www.cbc.ca/news/health/vaccine-nationalism-
pandemic-planning-1.5894323> accessed 26 June 2021.

31 Abbas MZ, ‘Practical Implications of ‘Vaccine Nationalism’: A Short-
Sighted and Risky Approach in Response to COVID-19’ (2020) South
Centre Research Paper No. 124 <www.southcentre.int/research-paper-
124-november-2020> accessed 26 June 2021; Bollyky (n 29).

32 Cakmakli C (n 5).

33 Rutschman AS, ‘The Reemergence of Vaccine Nationalism’ (n 20).

34 TRIPS Agreement, Article 27.1.
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emergencies, subject to the provisions in Article 31 which
protect the legitimate interests of the right holder.3° This
section briefly examines the historical background of
non-voluntary licensing and provides examples of past
and present use of compulsory licenses in times of crisis.
This section concludes with advancing a proposal for non-

voluntary licensing of trade secrets.

A. RATIONALE AND HISTORICAL BACKGROUND OF
COMPULSORY LICENSING

A compulsory license is an authorization given for public
policy reasons by a national authority to a natural or legal
person for the exploitation of the subject matter
protected by a patent without the right holder's
authorization.3¢ Compulsory licenses are a legitimate and
effective tool in supporting equitable distribution of
medicines, access to COVID-19 treatments and patented
technologies for research. However, there is concern that
compulsory licensing may not be a sustainable method of
encouraging long-term innovation as it may disincentivize
private investment in R&D.3? In the meantime,
compulsory licensing might provide solutions to the right
holder’s exclusive rights. Nevertheless, access to vaccine
technologies and information sharing of undisclosed

information remains a critical and fundamental problem

that needs additional measures.

The rationale for non-voluntary licensing related to
patent law resides in prioritizing the public’s interest of
accessing an invention over the private interests of
patent owners seeking to exploit their exclusive rights.
Failure to exploit the invention in the countries granting
patents can result in states ordering a compulsory license

as a sanction for non-working patents in their territory or

35 TRIPS Agreement, Articles 30 and 31.

36 Correa CM, ‘Compulsory Licensing: How to Gain Access to Patented
Technology’ in Krattiger A, et al. (eds), IP Management in Health and
Agricultural Innovation: A Handbook of Best Practices (MIHR (Oxford, UK)
and PIPRA (Davis, USA) 2007)
<www.iphandbook.org/handbook/ch03/p10/> accessed 26 June 2021.

37 Koukakis N, ‘Countries worldwide look to acquire the intellectual
property rights of COVID-19 vaccine makers’ (CNBC, 22 January 2021)
<www.cnbc.com/2021/01/22/countries-look-to-acquire-the-ip-of-
vaccine-makers-to-fight-pandemic.html> accessed 26 June 2021.
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preventing abuses of the patentee's exclusive rights.
Historically, compulsory licensing of patented inventions
existed in 15% century Venetian law and in British law in
the 19th century.3® In order to defend the public interest,
the Crown reserved the right to use patented inventions
without compensation or consent of the patent holder.
The concept was later introduced in the multilateral
system in the Paris Convention for the Protection of
Industrial Property during the 1925 Hague revision.3?
However, recourse to compulsory licensing was only
allowed after a period of four years from the date of filing
of the patent application or three years from the date of

the grant of the patent, whichever date came second.*®

The opposing views taken by developed and developing
countries in the 1980s and early 1990s on the powers that
governments should possess to issue these compulsory
licenses interrupted all efforts to revise the Paris
Convention.*! The failure of these Diplomatic efforts
persuaded technology-exporting countries to link future
negotiations concerning international IP protection to

the Multilateral Trade Negotiations.*?

38 |n 1474, the Venetian Patent Act reserved a compulsory license to the
state to manufacture, use, and distribute the patent when needed. The
compulsory assignment of patents that failed to be used by the patentee
was also codified in Venetian law. See Mandich G, ‘Venetian Patents
(1450-1550)’ (1948) 30 J Pat Off Soc’y 166, 194 and 206-07; UIf Anderfelt,
International-Patent Legislation and Developing Countries (Martinus
Nijhoff 1971). Beginning in 1919, UK “licences of right” provisions gave
patentees the ability to voluntarily endorse their patents or required
patentee endorsement by law (remedying abuse), as being available for
third party exploitation. The terms were either pre-fixed by the patentee
or determined by the Comptroller-General of Patents. See Brennan DJ,
‘The First Compulsory Licensing of Patents and Copyright’ (2017) 17 Legal
History 1, 2; Yang CC, ‘Crown Use and Government Use’ in Hilty RM, Liu KC
(eds), Compulsory Licensing: Practical Experiences and Ways Forward (22
MPI Studies on IP and Competition Law, Springer Berlin 2015).

39 According to Article 5A(2), Paris Union Members with the right to take
legislative measures for granting compulsory licenses to prevent the
abuses which might result from the exclusive rights conferred by the
patent. Paris Convention (as amended on 28 September 1979),
20 March 1883, Article 5A(2)
<https://wipolex.wipo.int/en/treaties/textdetails/12633> accessed
26 June 2021; Brennan DJ (n 38) 3, citing Ricketson S, The Paris Convention
for the Protection of Industrial Property: ACommentary (Oxford University
Press 2015) 82.

40 Such a compulsory license shall be non-exclusive and shall not be
transferable. See Paris Convention, Article 5A(4).

41 Reichman JH, Hasenzahl C, Non-voluntary Licensing of Patented
Inventions: Historical Perspective, Legal Framework under TRIPS, and an

91

The Uruguay Round (1986-1994) became the next
available forum to review the compulsory licensing
mechanisms. The negotiation concluded with the
signature of the Marrakesh Agreement Establishing the
WTO in 1994 and its Annex 1C, the TRIPS Agreement.*3
According to the TRIPS Agreement, the patentee's
exclusive rights can be waived in certain circumstances

where it is in the public’s interest, often involving non-

commercial government authorization or use.

Article 31 sets forth the preconditions and procedural

requirements for issuing a compulsory licence.**
Although the TRIPS Agreement does not explicitly use the
term ‘government use’, many domestic laws — mainly in
Commonwealth countries® — distinguish between a
compulsory license and the English common law regime,
the Crown’s privilege, or the public non-commercial use
of Article 31(b). The compulsory license procedure can be
initiated either by a government entity or upon a third
party request. A compulsory licence is issued only after
an applicant has attempted to negotiate a voluntary
licensing agreement on reasonable commercial terms

with the patent holder, and was unsuccessful within a

reasonable period of time, with the exception of cases of

Overview of the Practice in Canada and the USA (UNCTAD and ICTSD 2003)
<https://unctad.org/system/files/official-
document/ictsd2003ipd5_en.pdf> accessed 26 June 2021; Reichman JH,
‘Compulsory licensing of patented pharmaceutical inventions: evaluating
the options’ (2009) 37(2) J Law Med Ethics 247.

42ibid.

43 ibid; Marrakesh Agreement, 15 April 1994 (entered into force
1 January 1995), 1867 UNTS 154
<www.wto.org/english/docs_e/legal_e/04-wto_e.htm>
26 June 2021.

4 These conditions begin by requiring that prior to the use of the patented

accessed

technology, the applicant must have made some effort to obtain consent
from the patent holder on reasonable commercial terms and was not
successful in obtaining voluntary authorization of a licence within a
reasonable time period. These requirements may be waived in cases of
public non-commercial use, situations of extreme urgency or national
emergency, or remedying anti-competitive practices. Regardless, the
patent holder should be notified as soon as reasonably possible and
should be paid equitable remuneration, considering the economic value
of the compulsory licence authorization. The duration and scope of the
uses are limited to the authorized purpose and are non-exclusive and non-
assignable.

4 For US Patent Law, see Governmental authorization: 28 USC § 1498
(2011); Compulsory licensing: Bayh-Dole Act, 35 USC § 200-12 (2011). See
also Patents Act 1977, ss 55-59 (United Kingdom); Patents Act 1990, ss
163-69 (Australia); Patent Act, RSC 1985, ¢ P-4, ss 19 — 19.4 and 21.02—
21.2.
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extreme urgency or a national emergency. On the other
hand, a government use is a form of compulsory licence
that can only be initiated by the government or its
entities. This form of licensing is issued to acquire a
patented drug or process to be made available for public
interest reasons through domestic productions and
importations.*¢ This is referred to as ‘public non-
commercial use’. Under the government use license,
prior consent or negotiations with the patent holder are
not required, however, adequate compensation to the
patent holder is still required, regardless of the reason for

the compulsory licence (Article 31(b), (h)).

The post-TRIPS period witnessed considerable challenges
related to the implementation of Article 31 in countries
with insufficient or no capacity to manufacture the drugs
in question. The TRIPS provisions initially restricted the
use of compulsory licenses to serve predominantly for
domestic market supply. Furthermore, countries with
manufacturing capacity could not assist other countries
by issuing a compulsory license with the view to export

the drug.

For several years, this restriction presented a barrier to
facilitating access to essential medicines and technology
for developing countries and least developed (LDCs) that
lacked the means of domestically producing these much-
needed medications.#’” In the 2001 WTO Ministerial

Conference, the Doha Declaration on TRIPS and Public

46 Love JP, ‘Recent examples of the use of compulsory licenses on patents’
(2007) Research Note 2007:2
<www.keionline.org/book/kei-rn-2007-2-recent-examples-of-

Knowledge Ecology International
compulsory-licensing-of-patents> accessed 26 June 2021; Khor M,
Compulsory License and “Government Use” to Promote Access to
Medicines: Some Examples (Third World Network 2014) 3.

47 Kumar S, ‘Compulsory Licensing of Patents During Pandemics’ (2021)
<https://dx.doi.org/10.2139/ssrn.3636456> accessed 26 June 2021.

“8|n the context of public health, clause 4 reads ‘We agree that the TRIPS
Agreement does not and should not prevent Members from taking
measures to protect public health. Accordingly, while reiterating our
commitment to the TRIPS Agreement, we affirm that the Agreement can
and should be interpreted and implemented in a manner supportive of
WTO Members' right to protect public health and, in particular, to
promote access to medicines for all.” See WTO, ‘Declaration on the TRIPS
agreement and public health’ (Ministerial Conference, Fourth Session,
Doha, 20 November 2001), WTO Doc WT/MIN(01)/DEC/2
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Health reaffirmed the rights of Members to utilize TRIPS

flexibilities to promote access to medicines for all.*®

The Doha Declaration opened a pathway for WTO
Members with insufficient domestic manufacturing
capabilities to produce medicines.*® Paragraph 5 of the
Doha Declaration reaffirmed the right of each Member to
‘determine what constitutes a national emergency or
other circumstances of extreme urgency.’ Paragraph 5(c)
specifically mentions that ‘public health crises, including
those relating to HIV/AIDS, tuberculosis, malaria and
other epidemics, can represent a national emergency or
other circumstances of extreme urgency.” Since the

COVID-19 pandemic is, in fact, a public health crisis, the

use of compulsory licensing will therefore be justified.

The Declaration also addressed the constraint on exports
set out in Article 31(f). The TRIPS Council adopted a
waiver in August 2003, which became permanent in
December 2005, allowing compulsory licensing for the
purpose of producing and exporting generic versions of
pharmaceutical products to Members with insufficient
domestic manufacturing capacity.>® This led to the
insertion of Article 31bis into the TRIPS Agreement, which

entered into force on 23 January 2017.5%

<www.wto.org/english/thewto_e/minist_e/min01_e/mindecl_trips_e.ht
m> accessed 26 June 2021 (Doha Declaration).

4% See Abbott FM, Reichman JH, ‘The Doha Round'’s Public Health Legacy:
Strategies for the Production and Diffusion of Patented Medicines Under
the Amended TRIPS Provisions’ (2007) 10 Journal of International
Economic Law 921; Wong H, ‘The case for compulsory licensing during
COVID-19’ (2020) 10(1) J Glob Health 010358-1.

0 WTO, Amendment of the TRIPS Agreement,
6 December 2005, WT/L/641; WTO, ‘TRIPS and public
notifications’

Decision of
health:

<www.wto.org/english/tratop_e/trips_e/public_health_e.htm> accessed
26 June 2021.

51 Article 31bis states that the obligations of an exporting Member under
Article 31(f) shall not apply with respect to the grant by it of a compulsory
licence to the extent necessary for the purposes of production of a
pharmaceutical product(s) and its export to an eligible importing
Member(s) in accordance with the terms set out in paragraph 2 of the
Annex to this Agreement.
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B. PAST EXPERIENCES WITH PATENT COMPULSORY
LICENSING

Following the TRIPS Agreement and the Doha

Declaration, the non-voluntary authorization to use

patents has been invoked in both developed and

developing economies, with a majority of licenses issued

in relation to HIV/AIDs treatments.52 In doing so,

countries have been able to significantly lower costs for

critical healthcare and medicine access.

Between 1969 and 1992, Canada made extensive use of
non-voluntary licensing of patented inventions to import
or manufacture medicines.>® Canada largely relied on
statutory regulation for both abuse of patent rights
(failure to exploit patents locally) and public interest

objectives.

In the 2000s, compulsory licensing and government use
licenses were used in the HIV/AIDS epidemic to improve
access to antiretroviral drugs. Brazil (2003), Ecuador,
Ghana (2005), Guinea (2005), Indonesia (2004),
Malaysia (2004), Mozambique (2004), Thailand (2006),
Swaziland (2004), Zambia (2004), and Zimbabwe (2004)
each issued at least one compulsory or government use
license for one or more antiretroviral drugs to respond to
the spread of HIV/AIDS in their respective countries.>* In

2007, Rwanda made use of paragraph 6 of the Doha

52 Approximately 20 countries have either issued or publicly entertained
issuing a compulsory license for one or more pharmaceutical products
since the founding of the WTO. See Reed Beall, Randall Kuhn, ‘Trends in
Compulsory Licensing of Pharmaceuticals Since the Doha Declaration: A
Database Analysis’ (2012) 9(1) PLoS Med 1001154
<https://doi.org/10.1371/journal.pmed.1001154> accessed
26 June 2021; Wong (n 56).

53 The Canadian government amended the Patent Act in 1969 to allow for
compulsory licensing to import pharmaceuticals. See Joel Lexch in,
‘Pharmaceuticals, Patents, and Politics: Canada and Bill C-22’ (1993) 23 Int
J Health Serv 147. See also Reichman, Non-voluntary Licensing of Patented
Inventions (n 46) 20.

54 See Beall (n 60), Wong (n 56), Hilty (n 43) 64.

55 WTO, ‘Canada is first to notify compulsory licence to export generic
drug’ (4 October 2007)
<www.wto.org/english/news_e/news07_e/trips_health_notif_oct07_e.h
tm> accessed 26 June 2021.

56The German Federal Patent Court is a specialized IP court composed of
judges with both legal and technical training and dealing with industrial
property rights, such as patents, trademarks and designs. It is also the
competent court to issue compulsory licenses. The Federal Patent Court’s
decisions can be appealed to the Federal Court of Justice. See Patent Act
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Declaration and issued a compulsory license for the
HIV/AIDS drug TriAvir that it could not produce locally. A
few months later, Canada issued a compulsory license
allowing Apotex, a Canadian pharmaceutical company, to
use nine patented inventions for manufacturing TriAvir
for Rwanda.> More recently, the German Federal Court
of Justice in 2017 confirmed a compulsory license granted
in preliminary proceedings as a defence against alleged
patent infringement>® for an antiretroviral drug for
people living with HIV/AIDS.57 These past experiences can
be leveraged to respond to COVID-19 on a global scale to
provide access to affordable treatment options through

compulsory licensing.

C. CURRENT USE OF COMPULSORY LICENSING FOR
COVID-19

With the spread of COVID-19 around the globe, countries
have taken various legislative and regulatory measures to
facilitate access to patented medicines and equipment or
to ensure the possibility of issuing compulsory licenses.>®
In March 2020, Israel was the first country to issue a
coronavirus-related compulsory license as part of their
COVID-19 response.>® This government intervention
came as a result of insufficient supplies of an HIV drug,
initially viewed as a possible treatment for COVID-19,
from the American pharmaceutical company AbbVie. The

government obtained the right to import generic versions

(Patentgesetz, PatG) as published on 16 December 1980 (1981 Federal
Law Gazette |, 1), as amended by Article 4 of the Act of 8 October 2017
(2017 Federal Law Gazette |, 3546), s 24 (Germany).

57 Bundesgerichtshof [BGH] [Federal Court of Justice] 11 July 2017, X ZB
2/17 Entscheidungen des Bundesgerichtshofes in Zivilsachen [BGHZ] 215,
214 (Germany) (Merck Sharp and Dohme Ltd v Shionogi and Co Ltd). See
also Christoph Spennemann, Clara Warriner, ‘Compulsory license in
Germany: Analysis of a landmark judicial decision’ (2021) South Centre
Policy Brief No.91 <www.southcentre.int/policy-brief-91-april-2021>
accessed 26 June 2021.

58 Domestic and regional IP offices have also taken administrative
measures in response to the COVID-19 pandemic such as deadline
extensions, remote work, fee relief, etc. This paper does not cover these
administrative measures and focuses only on the legislative and
regulatory measures. The operational changes and measures taken by
national and regional IP offices can be viewed on WIPO, ‘COVID-19 IP
policy tracker’ <www.wipo.int/covid19-policy-tracker/#/covid19-policy-
tracker/ipo-operations> accessed 28 June 2021.

59 Kass D, ‘Israel Defies AbbVie IP To Import Generic Drugs For COVID-19’
(Law360, 19 March 2020) <www.law360.com/articles/1255079/israel-
defies-abbvie-ip-to-import-generic-drugs-for-covid-19>
26 June 2021.

accessed
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of Ritonavir/Lopinavir, branded as Kaletra, from India for
the sole purpose of treating COVID-19 patients. While
most of the vaccination in Israel was carried out with
vaccines from leading pharmaceutical companies (Pfizer,
Moderna, etc.), this move has created a significant
pressure on vaccine producers to provide an early access
and to guarantee the supply of COVID-19 treatments in
the country.

have introduced

Many governments emergency

legislation in relation to IP rights to ensure the
opportunity to issue compulsory licenses in response to
the COVID-19 pandemic. The goal of these regulatory
interventions is to clarify the current regulatory
framework in the country, reiterate the opportunities for
research and experimental use, and facilitate the process
of obtaining a compulsory license to protect public
health. In collaboration with the European Medicines
Medicines Regulatory

Agency and the European

Network, the European Commission developed
guidelines for stakeholders on adaptations to regulatory
frameworks to address challenges arising from the
COVID-19 pandemic, with a particular focus on crucial

medicines for treating COVID-19 patients.50

Canada was among the first movers to amend its

domestic compulsory licensing system through
emergency legislation titled the COVID-19 Emergency
Response Act.®! Part12 of the emergency legislation
amended the Patent Act by adding section 19.4 to the
compulsory license and government use regime,
accelerating and simplifying the application process.
Under the new section, the government and any person
specified by the government in the application can obtain

a one year licence to ‘make, construct, use, and sell a

60 European Medicines Agency, ‘Notice to Stakeholders: Questions and
answers on regulatory expectations for medicinal products for human use
during the COVID-19 pandemic’ (European Commission, Heads of
Medicines Agencies and European Medicines Agency, 10 April 2020)
<www.ema.europa.eu/en/news/guidance-regulatory-requirements-
context-covid-19-pandemic> accessed 26 June 2021.

61 COVID-19 Emergency Response Act, SC 2020, c 5 (Canada).

62 patent Act, RSC 1985, ¢ P-4, s 19.4, as amended by SC 2020, ¢ 5, s 51.

63 ibid s 19.4(3).

6 Clavette C, de Beer J, ‘Patents Cannot Impede Canada’s Response to
COVID-19 Crisis’ (Centre for International Governance Innovation,
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patented invention to the extent necessary to respond to
the public health emergency’.%2 The license issued is non-
transferable and will be valid for one year from the
granting date or once the Minister of Health notifies the
Commissioner that the authorization is no longer
necessary, whichever comes first.63 According to the new
measures, the Canadian government can issue
compulsory licenses without protracted negotiations
over the terms of access to vaccines or other related
technologies.* DeBeer and Gold raised two main
concerns with the Canadian measures. First, the one year
authorization is restrictive and can be uneconomical for
companies to start production on generics.®> Second,
Canada's compulsory licensing provisions are likely more
useful for existing devices or the new use of known drugs
rather than for new vaccines or antivirals.®® In other
words, the measures can be used to facilitate access to
equipment and tools already in the market but likely may
not apply to any new vaccine(s) that might emerge from
ongoing R&D as patent applications generally take years
to be examined and granted by the patent office.
Regardless of the potential benefits or drawbacks, the
amendment included a sunset clause that expired at the
end of September 2020 and was not renewed or

extended.

In Europe, France enacted the Emergency Law No. 2020-
290 dated 23 March 2020, introducing Article L3131-15
into the Public Health Code to combat the COVID-19
pandemic. This gave extraordinary powers to the French
Prime Minister, enabling him to, amongst other things,
bypass the general provisions in the IP Code to impose

compulsory licences where necessary.®” Germany

adopted similar provisions in the Act on the Protection of

the Population in the Event of an Epidemic Situation of

6 April 2020) <www.cigionline.org/articles/patents-cannot-impede-
canadas-response-covid-19-crisis> accessed 26 June 2021.

65 de Beer J, Gold ER, ‘International Trade, Intellectual Property, and
Innovation Policy: Long-Term Lessons from the COVID-19 Crisis’ in Flood
CM, et al. (eds), Vulnerable: The Law, Policy and Ethics of COVID-19
(University of Ottawa Press 2020) 582.

%6 ibid.

67 Loi No.2020-290 du 23 mars 2020 d’urgence pour faire face a
'épidémie de COVID-19 (France, Emergency Law No.2020-290 of
23 March 2020).
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National Importance on 27 March 2020, which gave the
Federal Ministry of Health additional powers to invoke
Section 13(1) of the German Patent Act and limit patent
rights for certain inventions to be used in the interest of

public welfare or national security.8

Both public welfare and security concerns can be cited
during a pandemic to justify the issue of a compulsory
license. For example, the Russian Federation issued an
ordinance for a compulsory license for inventions related
to the production of remdesivir on 31 December 2020.%°
According to Decree 3718-r, Pharmasyntez JSC, a Russian
generic company, was granted a compulsory one year
license to use Gilead's patents, subject to fair
compensation.’ The Russian generic manufacturer filed
a request with the government for a compulsory license
after a few unsuccessful attempts to obtain a voluntary
license from Gilead. In Latin America, the National
Assemblies of both Chile and Ecuador requested their
respective governments to grant compulsory licenses and
facilitate access to vaccines, drugs, diagnostics, and other

technologies related to the prevention and treatment of

COVID-19.7%

The COVID-19 pandemic has led to increased demand for

therapeutics, vaccines, and diagnostics worldwide,
especially among developing countries and LDCs. As a
result, Article 31bis made the use of compulsory licenses
more accessible and opened the door to using them for
exporting pharmaceutical products to countries that lack

domestic manufacturing capacity. However, with the

68 WIPO, ‘Germany: Act on the Protection of the Population in the Event
of an Epidemic Situation of National Importance’ (27 March 2020)
<www.wipo.int/news/en/wipolex/2020/article_0008.html> accessed
28 June 2021.

89 WIPO, ‘COVID-19 IP Policy Tracker’ (n 66).

70 Gowling WLG, ‘Russia, February 2021: Update on Pharma Regulatory
(26 February 2021) <https://gowlingwlg.com/en/insights-
resources/articles/2021/update-on-pharma-regulatory-russia-2021>
accessed 28 June 2021.

7L WIPO, ‘COVID-19 IP Policy Tracker’ (n 66); Avelina Ponce, ‘Ecuador:
patents, compulsory licences and the COVID-19’ (International Bar
Association) <www.ibanet.org/article/7c9b53ca-3240-4d6e-9e5c-
61bcde61bOce> accessed 28 June 2021.

72 Undisclosed information provides an economic or competitive
advantage to their owner and are unlimited in time as long as the
conditions for its protection continue to be met.

Issues’
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perceived need for compulsory licenses comes the
problem of accessibility to undisclosed information

necessary to manufacture the licensed technologies.

D. COMPULSORY TRADE SECRETS LICENSING

While the use of compulsory licensing might allow access
to vaccine technologies and provide a solution to the
exclusive holder,

rights provided to the patent

undisclosed information that encompasses the
information needed to manufacture and distribute
medical treatments remains another significant obstacle

to access COVID-19 medical treatments.’2

Undisclosed information, including both trade secrets
and test data submitted to government agencies, covers
information that can range from genomic data and
results of clinical trials,”3 to manufacturing know-how and
research dead-ends.” Unless a trade secrets owner
licenses the information, the secret remains locked up by

the owner.

The current system of compulsory licensing is limited to

granted patents that protect COVID-19 medical

treatments against fulfilling certain conditions, and there
is no equivalent mechanism in IP laws to oblige trade
secrets owners to share their technology.”> Therefore,
there is a need for compulsory trade secrets licensing in
the interest of global public health crises that allows
researchers and governments to access the protected

information.”® Meanwhile, trade secrets owners will be

73 According to Article 39(3): “Members, when requiring, as a condition of
approving the marketing of pharmaceutical or of agricultural chemical
products which utilize new chemical entities, the submission of
undisclosed test or other data, the origination of which involves a
considerable effort, shall protect such data against unfair commercial use.
In addition, Members shall protect such data against disclosure, except
where necessary to protect the public, or unless steps are taken to ensure
that the data are protected against unfair commercial use”.

74 Levine DS, ‘COVID-19 Trade secrets and information access: an
(Infojustice.org, 10 July 2020),
<www.infojustice.org/archives/42493> accessed 26 June 2021.

7> Abbas MZ, ‘Treatment of the novel COVID-19: why Costa Rica’s proposal
for the creation of a global pooling mechanism deserves serious
consideration?’ (2020) 7 Journal of Law and the Biosciences 1.

overview’,

76 Gurgula O, Hull J, ‘Compulsory licensing of trade secrets: ensuring
access to COVID-19 vaccines via involuntary technology transfer’ (2021)
Journal of IP Law & Practice.
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compensated for the investments conducted to develop

and compile this undisclosed information.”” The
compulsory trade secrets license can find grounds in
paragraph 4 of the Doha Declaration which states that
‘the TRIPS Agreement does not and should not prevent
members from taking measures to protect public health’.
Unlike trademarks, there is no specific exclusion of a
secrets license in the TRIPS

compulsory trade

Agreement.”®

Governments can then grant a hybrid compulsory licence
for patents and associated undisclosed information
required to manufacture the critical and lifesaving
technology. Independent discovery and reverse
engineering can also complement the government efforts
to obtain access to information and data needed to
other medical

manufacture the vaccines and

technologies.
Like  with  compulsory patent licensing, the
implementation of compulsory trade secrets licensing
could find grounds in the ‘public interest’ concept to
justify the disclosure of undisclosed information. A
sufficient public interest has been recognized by courts in
the US to grant access to trade secrets. In Detroit Medical
Center v GEAC Computer Systems,’ the court found that
a general interest in confidentiality agreements was
outweighed by the public interest of receiving adequate
medical care and ordered the trade secret holder to
provide access to the confidential information. In Europe,
the 2016 Trade Secrets Directive exempted the national
rules requiring trade secret holders to disclose for
reasons of public interest from the protection against the
use and disclosure of trade

unlawful acquisition,

secrets.80

This public interest factor may be relevant in terms of the

urgency of COVID-19 and the global interest in vaccine

77 Levine DS, ‘Trade secrets and the battle against COVID’ (2020) 15
Journal of IP Law & Practice, No. 11, pp. 849.

78 Article 21 states that it is ‘understood that the compulsory licensing of
trademarks shall not be permitted’.

70 Detroit Medical Center v GEAC Computer Systems Inc, 103 F. Supp. 2d
1019 (E.D. Mich. 2000).
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production. A public interest consideration for
compulsory trade secrets licensing does not conflict with
the TRIPS flexibilities to protect public health and can be
used as a ground to justify the grant of a compulsory

license similar to the government use of patents.

Due to the complex nature of trade secrets, the non-
voluntary license of trade secrets should be exclusive to
the licensee, non-transferable to third parties, limited in
time, bounded by the same requirements for protection,
and must include a precise definition of the licensed
subject matter. The confidential information should be
destroyed at the end of the license term and the
government could be liable to the trade secrets owner
against any breach of the confidential information even

after the license term.

With demonstrated success of using compulsory licenses
in the past, countries have seen the direct connection
between the need for finding affordable and timely
access to medical resources and the overall societal
impact against the rights of patent owners. Some may
argue that having these types of provisions within
international agreements could lead towards a slippery
slope in devaluing IP protection and disincentivizing
research and innovation. However, the supporting
provisions in the Doha Declaration and use of compulsory
licensing are clearly intended to be used sparingly and
only when necessary to protect public health. The novel
COVID-19 pandemic exemplifies the type of emergency
that would warrant the use of compulsory licensing for
global knowledge transfer. Ultimately, while the ability of
governments to determine the grounds upon which they
may grant compulsory licensing is domestically driven,
the TRIPS Agreement should be revised to include

provisions authorizing the issue of a compulsory licensing

of trade secrets.

80 Article 1(2)(b) of the Directive (EU) 2016/943 of the European
Parliament and of the Council of 8June 2016 on the protection of
undisclosed know-how and business information (trade secrets) against
their unlawful acquisition, use and disclosure <https://eur-
lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32016L0943>
accessed 26 June 2021.
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4. TRIPS WAIVER

Globally, there has been increasing concern over
affordable, equitable access to treatments, diagnostics,
and especially vaccines for COVID-19. Accordingly, on
2 October 2020, India and South Africa submitted a
proposal to the WTO for a temporary waiver from certain
provisions of the TRIPS Agreement for the prevention,
containment, and treatment of COVID-19 (the Waiver).8!
The proposal allows WTO Members to not enforce or
implement obligations pertaining to four sections of the
TRIPS Agreement, with a view to facilitating greater
access to COVID-19 related technologies: Section 1 on
copyright; Section 4 on industrial designs; Section 5 on
patents; and Section 7 on the protection of undisclosed
information. 8 The Waiver is meant to be a temporary
measure until widespread vaccination is implemented
herd been

worldwide and global immunity has

achieved.83

Since its introduction, the proposal gained widespread
support from WTO Members and non-governmental
organizations (NGO).8* The prospect of a waiver has once
again thrown the international norms of the patent

system and its impacts on health and technological

81 WTO, Waiver From Certain Provisions of the TRIPS Agreement for the
Prevention, Containment and Treatment of COVID-19 (October 2020),
IP/C/W/669
<https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/IP/C
/W669.pdf&Open=True> accessed 26 June 2021 (TRIPS Waiver proposal).
82The initial proposal submitted on 2 October 2020 included reference to
related rights. However, the revised decision text submitted to the TRIPS
Council on 25May 2021 excluded the protection of performers,
producers of phonograms and broadcasting organizations from being
waived. The revised decision text was submitted at the request of the
delegations of the African Group, Bolivia, Egypt, Eswatini, Fiji, India,
Indonesia, Kenya, the LDC Group, Maldives, Mozambique, Mongolia,
Namibia, Pakistan, South Africa, Vanuatu, Venezuela and Zimbabwe. See
WTO, Waiver From Certain Provisions of the TRIPS Agreement for the
Prevention, Containment and Treatment of COVID-19, Revised Decision
Text (May 2021), IP/C/W/669/Rev.1
<https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/IP/C
/W669R1.pdf&0Open=True> accessed 26 June 2021.

83 The revised text added a paragraph on the duration of the Waiver and
proposed that the General Council assesses the existence of the
exceptional circumstances justifying the Waiver after a minimum period
to determine the date of termination. Paragraph 2 of the revised text
states that ‘this waiver shall be in force for at least three years from the
date of this decision. The General Council shall, thereafter, review the
existence of the exceptional circumstances justifying the waiver, and if
such circumstances cease to exist, the General Council shall determine the
date of termination of the waiver’.
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development to center stage. The current proposal
created two different camps: on the one hand, those
opposed to the Waiver who prioritize the importance of
preserving incentives for research and innovation, and on
the other hand, those in favor of granting the Waiver to
meet global needs and secure equitable access to
affordable health products and technology. The following
section will first explore the arguments raised in support

of the Waiver, followed by those in opposition.

The primary justification behind the Waiver proposal is
that it would be an effective response to the global need
for affordable medical products and technology transfer
during the pandemic, given the limitations in the TRIPS

Agreement that hamper and prohibit developing

countries from taking advantage of existing flexibilities.
The goal of the Waiver, therefore, is to ‘ensure that
complications arising from IP rights protection do not
delay response or lead to a suboptimal response from the
countries around the world affecting lives of all people’.8>

Past experiences demonstrated that patent rules

impeded developing countries’ access to affordable

vaccines, such as  pneumococcal  conjugate

vaccines (PCV), and human papillomavirus (HPV)

vaccines, which delayed generic alternatives.8® These

840n 16 October 2020, Kenya and Eswatini became official cosponsors of
the proposal. Approximately 100 countries supported the Waiver in the
following months in addition to several intergovernmental civil societies.
More recently, Canada, US, Russia, China, and other developed countries
that initially opposed the Waiver joined the proposal. Nevertheless, the
EU submitted on 4June 2021 a proposal seeking WTO Members to
commit to a multilateral trade action plan to ensure fair and universal
access by expanding the production of COVID-19 treatments and vaccines.
The EU's proposal urges governments worldwide to achieve three goals:
(1) Ensure that COVID-19 vaccines, treatments, and their components can
cross borders freely; (2) encourage producers to expand their production,
while ensuring that those countries most in need of vaccines receive them
at an affordable price; and (3) facilitate the use of compulsory licensing
within the TRIPS Agreement. The TRIPS Agreement already provides this
flexibility, which is a legitimate tool that can be used swiftly where
needed. See WTO, Urgent Trade Policy Responses to the COVID-19 Crisis:
Property (4 June 2021), IP/C/W/680
<https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/IP/C
/W680.pdf&0Open=True> accessed 24 June 2021.

8 WTO, Response to Questions on Intellectual-Property Challenges
Experienced by Members in Relation to COVID-19 in Document
IP/C/W/671 (15 January 2021), IP/C/W/673
<https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/IP/C
/W673.pdf&0Open=True> accessed 26 June 2021.

86 Médecins Sans Frontiéres (MSF), ‘A Fair Shot for Vaccine Affordability:
Understanding and addressing the effects of patents on access to newer

Intellectual
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exclusive rights are thus increasing the risks to life and
health for many who experience treatable or preventable
illnesses in developing countries. Furthermore, several
COVID-19 technologies and vaccines are protected by
more than one patent or a mixture of patents and trade
secrets.®” As a result, the knowledge required to produce
a vaccine or a medical technology can be dispersed
among several right holders, often requiring separate
negotiations and additional layers of complexity in the

process to develop a single treatment or vaccine.88

Second, the mechanisms of issuing compulsory licenses
under the TRIPS Agreement are complex, and many
developing countries face institutional and legal
difficulties when invoking TRIPS flexibilities.® To issue a
compulsory license, a patent must already have been
granted for the product or process in question, which
might not be the case for most of COVID-19 related
technologies and medicines, as they are relatively new
and constantly developing. Patent applications are
typically published and disclosed 18 months after filing
and are not yet publicly available.?® The inadequacy of
disclosures in patent applications is another issue, as
patent claims tend not to contain all the necessary

information required to actually replicate a vaccine.®!

vaccines’ (Report, 21 September 2017) 5 <https://msfaccess.org/fair-
shot-vaccine-affordability> accessed 26 June 2021.

87 See Martin C, Lowery D, ‘mRNA vaccines: IP landscape’ (2020) 19 Nature
Reviews Drug Discovery 578.

88 The N95 respirator is under the protection of hundreds of patents
owned by 3M, the US government, healthcare and paper companies,
universities, and even individuals. See Decker S, Yasiejko C, ‘World War II-
Style Mobilization Order May Carry Risks’ (Bloomberg, 20 March 2020)
<www.bloomberg.com/news/articles/2020-03-20/world-war-ii-style-
production-may-carry-legal-risks-for-patriots> accessed 24 June 2021.

8 WTO, ‘Members to continue discussion on proposal for temporary IP
CoVID-19’ (10 December 2020)
<www.wto.org/english/news_e/news20_e/trip_10dec20_e.htm>
accessed 28 June 2021.

% There were more than 240 patent applications related to COVID-19
submitted to the US Patent and Trademark Office (USPTO) as of
29 June 2021. See USPTO, ‘Results of Search in US Patent Collection
database for COVID-19 or SARS-CoV-2’ (Patent Full-Text and Image
Database) <https://patft.uspto.gov/netacgi/nph-
Parser?Sect1=PTO2&Sect2=HITOFF&p=1&u=%2Fnetahtm|%2FPTO%2Fse
arch-adv.htm&r=0&f=S&I=50&d=PTXT&Query=COVID-19+or+SARS-CoV-
2> accessed 29 June 2021.

%1 See Gervais D, ‘The TRIPS Waiver Debate: Why, and where to from
here?’ (The IPKAT, 20 May 2021)
<https://ipkitten.blogspot.com/2021/05/guest-post-trips-waiver-debate-
why-and.html> accessed 28 June 2021; Price Il WN, Rai AK, Minssen T,
‘Knowledge transfer for large-scale vaccine manufacturing’ (2020)

waiver in response to
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Moreover, the unnecessary administrative delays in
obtaining a compulsory license and the possibility of
judicial review may unduly hamper a country that
urgently needs to manufacture a patented drug and
inhibits the ability of manufacturing countries to export

products to countries in need.%?

Furthermore, Waiver proponents claim that voluntary
sharing mechanisms are not working as designed and
that the public funding available for inventing COVID-19
technologies is benefitting the pharmaceutical industry
more than the public.? The WHO COVID-19 Vaccines
Global Access (COVAX)?* not only falls short of needed
population coverage, but also continues to underdeliver
vaccines. This is due to the short supply of vaccines
globally and vaccine nationalism discussed earlier. Some

voluntary agreements, such as AstraZeneca-Serum

Institute of India, BioNTech-Fosun Pharmaceuticals joint
venture in China, Fiocruz in Brazil, and Merck-Johnson &
Johnson, are contributing to reducing vaccine scarcity.
Nonetheless, these voluntary efforts are not sufficient to

meet the world’s needs during this pandemic.%®

Moreover, studies have shown the significant role of
public funding by governments and universities in vaccine

research and technologies.?® The findings of a recent

369(6506) Science 912
<https://science.sciencemag.org/content/369/6506/912>
28 June 2021; Ouellette LL, ‘Do Patents Disclose Useful Information?’
(2012) 25 Harvard Journal of Law and Technology 545.

92 See Thambisetty S, et al., ‘The TRIPS IP Waiver Proposal: Creating the
Right Incentives in Patent Law and Politics to end the COVID-19 Pandemic’
(2021) LSE Legal Studies Working Paper No.06/2021, 36
<https://ssrn.com/abstract=3851737> accessed 26 June 2021.

93 Mercurio B, ‘WTO Waiver from IP Protection for COVID-19 Vaccines and
Treatments: A Critical Review’ [2021] Virginia J Int Law Online
(forthcoming, draft as of 15 March 2021)
<https://ssrn.com/abstract=3789820> accessed 26 June 2021.

% COVAX is a public-private initiative designed to meet the immediate
needs of the world as nations come together and purchase vaccines
through self-financing and funded countries. COVAX is the vaccines pillar
of the Access to COVID-19 Tools (ACT) Accelerator. ACT is a ground-
breaking global collaboration to accelerate the development, production,
and equitable access to COVID-19 tests, treatments, and vaccines. COVAX
is co-led by Gavi, Epidemic Preparedness
Innovations (CEPI), and WHO. Its aim is to accelerate the development
and manufacture of COVID-19 vaccines, and to guarantee fair and
equitable access for every country in the world. See WHO, ‘COVAX:
Working for global equitable COVID-19
<www.who.int/initiatives/act-accelerator/covax> accessed 28 June 2021.
9 See Thambisetty (n 103).

% Cleary EG, et al., ‘Characterizing the public sector contribution to drug
discovery and development: the role of government as a first investor’

accessed

the Coalition for

access to vaccines’
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study on the Oxford/AstraZeneca vaccine confirmed that
the majority of the money to develop the vaccine came
from UK government departments, British and American
scientific institutes, the European Commission and

charities including the Wellcome Trust.?”

WTO Members opposed to the Waiver have advanced
several arguments. First, they argue that there is no
concrete evidence indicating that IP rights have been a
real barrier to accessing COVID-19 related technologies.
There are various major factors hindering access to
COVID-19 treatments and technologies, including the lack
of manufacturing capacity (facilities, equipment, raw
materials and storage) and researcher capability to
implement the knowledge transferred, and these factors
will not be resolved by waiving IP rights.%® Certain
technology related to COVID-19 can be easily replicated
and produced for the urgent need of developing
countries, but not the manufacturing of COVID-19
vaccines, which requires specialized knowledge and large
investments. Given the low prices of generic vaccines,
advanced generic manufacturers in a limited number of
countries may be the primary beneficiaries of the Waiver,
not the countries who rely on imported supplies due to
inadequate manufacturing, storage, and transport
capabilities.®® In April 2021, Moderna announced that
there is a shortfall in previously estimated doses, despite
best efforts. The Company attributes this to supply chain

issues and stated that, ‘vaccine manufacturing is a highly

complex process and a number of elements, including

(Institute for New Economic Thinking 2020)
<https://www.ineteconomics.org/uploads/papers/Public-sector-
contribution-to-drug-discovery-and-development.pdf> accessed

28 June 2021.

%7 See Cross S, et al., ‘Who funded the research behind the Oxford-
AstraZeneca COVID-19 Vaccine? Approximating the funding to Oxford
University for R&D of the ChAdOx vaccine technology’ (2021)
<https://www.medrxiv.org/content/10.1101/2021.04.08.21255103v1.ful
|.pdf>accessed 26 June 2021.

% See Rutschman AS, Barnes-Weise J, ‘The COVID-19 Vaccine Patent
Waiver: The Wrong Tool for the Right Goal’ (Petrie-Flom Center,
5 May 2021)
<https://blog.petrieflom.law.harvard.edu/2021/05/05/covid-vaccine-
patent-waiver> accessed 28 June 2021; Bacchus J, ‘An Unnecessary
Proposal: A WTO Waiver of IP Rights for COVID-19 Vaccines’ (Cato
Institute, 16 December 2020) <www.cato.org/publications/free-trade-
bulletin/unnecessary-proposal-wto-waiver-intellectual-property-rights-
covid> accessed 28 June 2021. See also Mercurio (n 105).

9 Mercurio (n 105) 10-11.
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human and material resources, have factored into this
volatility’.19° Similar supply issues have occurred with the
Johnson & Johnson vaccine in the US, and AstraZeneca

production in India.101

Furthermore, suspending the enforcement of IP rights
would hinder R&D and affect the spectrum of innovation.
The rationale for IP rights is built around the idea that
creativity and innovation are rewarded. The IP system
provides innovators with a set of exclusive rights as
incentives to taking risks and spending time and funds on
R&D activities. While in the short-term, waiving IP rights
may accelerate distribution for COVID-19 vaccines,
technologies, and treatments, it may hinder the research
of new technologies and treatments in the long-term.102
Waiving IP rights during this pandemic would impact
preparedness for the next crisis. Venture capitalists
would be less interested in investing in R&D and
innovation without the prospect of a return on

investment, guaranteed by exclusive rights for
commercialization.193 However, this argument does not
consider the scale of the outbreak and economic impacts,
or the public funding spent on R&D. Waiver sponsors
argue that the pharmaceutical industry should not reap
off all the benefits involved in inventing treatments given
the significant public funding that has backed such
efforts.10* The financial incentive of manufacturers and
the goals of globally fighting the pandemic are currently
in conflict, especially as COVID-19 becomes an endemic.

The IP system as it currently operates should not only

100 Beaumont P, Walker P, ‘Moderna struggling to supply promised doses
of Covid 16 April 2021)
<www.theguardian.com/world/2021/apr/16/moderna-struggling-to-

vaccine’ (The Guardian,
supply-promised-doses-of-covid-vaccine> accessed 28 June 2021.

101 jbid.

102 |n finding a balance between exclusivity and access in the TRIPS
Agreement, James Bacchus asked, ‘If we unduly weaken protection for IP,
then we need to ask ourselves: Where will the next innovation, the next
new technology, the next life-saving medicine come from?’. See
Bacchus J, ‘TRIPS-Past to TRIPS-Plus: Upholding the Balance between
Exclusivity and (2021) ClGl Paper No. 254
<www.cigionline.org/publications/trips-past-to-trips-plus-upholding-the-
balance-between-exclusivity-and-access> accessed 28 June 2021.

103 See Mercurio (n 105) 7; Ezell S, Cory N, ‘The Way Forward for
Intellectual Internationally’ Technology &
Innovation Foundation, 25 April 2019)
<https://itif.org/publications/2019/04/25/way-forward-intellectual-
property-internationally> accessed 28 June 2021.

104 Mercurio (n 105) 6.
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promote profit-based incentives and monopolies but
should also take into consideration public health and the
overall societal good. Eventually, the main advantage of
the Waiver proposal resides in the fact that patentee’s
exclusive rights can be postponed in time of crisis.
However, the fundamental problem remains in how to
obtain the know-how and data required to manufacture
the products. Emergency laws such as the French law or
the US Defense Production Act discussed earlier can
facilitate access to undisclosed information, but an
effective mechanism does not always exist in domestic
legislation. The Waiver does not require developed
countries to transfer technologies and know-how to

developing countries.

5. CONCLUSIONS: MOVING FORWARD

International treaties are developed to proactively
protect public interests during times of crisis and global
emergencies, with the COVID-19 pandemic as a prime
example of such a time. This pandemic has created an
opportunity to test these measures and it has become
evident that they are ill-designed to respond to the extent

required to combat COVID-19 globally.

Protecting IP rights internationally is clearly an important
priority as it incentivizes future R&D of innovative
technologies and encourages researchers to publicize
their inventions. However, against global needs for
access to life-saving technologies, these IP rights should
be limited for the purposes of societal good. The existing
flexibilities as well as the proposed Waiver aim to limit
the intrusion upon protected IP rights only to the extent
necessary to respond to COVID-19. The use of
compulsory licensing for patents granted, as outlined in
Article 31bis and reinforced by Clause 5 of the Doha
Declaration, is a mechanism available for States to
respond to national emergencies at their discretion. This
mechanism should be augmented by a compulsory trade
secrets license ensuring access to information and data
necessary to implement medical technologies. This paper

suggests revisiting the international standards of the

100

TRIPS Agreement to include an additional mechanism of

compulsory trade secrets licensing.

In the context of the COVID-19 pandemic, the urgent
need to access COVID-19 treatments warrants an
efficient mechanism to access IP, often from multiple
rights holders in multiple countries. With growing
international support, this TRIPS Waiver aims to mitigate
delayed responses to combatting COVID-19 caused by IP
protection complications. This Waiver recognizes the
shortcomings of the current flexibilities in the TRIPS
system and aims to provide a temporary solution to waive
IP rights until widespread vaccination is implemented
worldwide and global herd immunity has been achieved.
Looking towards the future, however, the long-term
solution for facilitating access to COVID-19 technologies,
requires a compulsory licensing system for trade secrets.
The current compulsory licensing regime may fall short to
respond immediately to a global crisis but presents an
option for governments to issue a license for domestic
use related to the public’s health. Compulsory licensing
has garnered international validation through the TRIPS
Agreement and Doha Declaration and has been
implemented within several domestic legislations to
respond to matters of emergency or public health. It is a
feasible tool to limit the patentee’s exclusive rights that
need to be reinforced by a compulsory trade secrets

license enabling access to undisclosed information.

Looking at the current situation, the Waiver presents an
unparalleled opportunity to share knowledge and
provide access to licenses to respond effectively to the
severe supply shortage of global vaccines as a result of
vaccine nationalism. The Waiver allows for an expedited
process foregoing the bureaucratic burdens that
compulsory licenses face and avoids the divisive nature of
the use of a national security exception. The immediate
need for vaccines is clear, and the Waiver is the tool that
will provide the most affordable and most timely solution
to the global problem of inequitable access to COVID-19

treatment. If the current pandemic does not justify the

limitation of IP rights to provide equitable access to life-



WIPO-WTO Colloquium Papers, 2020, Special Edition

saving technologies, it is hard to imagine a situation that
could ever warrant a mechanism such as the one

proposed. If not now, when?
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7. COVID-19 PANDEMIC: CONGENITAL FLUIDITY OF
PROPOSAL FOR WAIVER OF IP RIGHTS AND THE
ROAD AHEAD

Ghayur Alam*

ABSTRACT

This paper argues that the proposal for waiver from the
obligation to implement or apply certain provisions of
the Agreement on Trade-Related Aspects of Intellectual
Property Rights (TRIPS) is neither a complete solution nor
the only solution to deal with the crisis of COVID-19
pandemic mainly because the waiver proposal has
congenital fluidity. It is further argued that the solution
lies in the effective enforcement of existing provisions of
the TRIPS Agreement. It is also argued that the world
needs more and not less patents on pharmaceutical
products during the pandemic to help scale up
production, improve global supply chain and promote
competition to ensure equitable access to such products
by all. The paper seeks to highlight congenital fluidity of
the waiver proposal and demonstrates how existing
provisions of the TRIPS Agreement can be effectively
used during pandemics. However, the TRIPS Agreement
would have been more efficacious had it expressly
provided for pandemics. In hindsight of the COVID-19
pandemic, future pandemics cannot be ruled out. Time
has come which demands that provisions on pandemics
should be incorporated in the TRIPS Agreement.
However, explicit mentioning of pandemics in the TRIPS

Agreement alone cannot be sufficient to deal with

pandemics. Therefore, it is further suggested that instead
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of piecemeal and ad hoc arrangements, the World Health
Organization (WHO), the World Intellectual Property

Organization (WIPO) and the World Trade

Organization (WTO) should collaborate to develop an
effective international legal framework to deal with both

present and future pandemics.

Keywords: COVID-19 pandemic, pharmaceutical

products, intellectual property rights, TRIPS, waiver
proposal, WHO, WIPO, WTO.

1. INTRODUCTION

The COVID-19 pandemic?, amongst other things, brought
divergent views of WTO Members at the center stage in
regard to the implementation of certain provisions of the
Agreement on Trade-Related Aspects of Intellectual
Property Rights (TRIPS). On 2 October 2020, India and
South Africa requested the TRIPS Council to recommend
to the General Council waiver from obligation to
implement or apply Sections 1 (Copyright and Related

Rights), 4 (Industrial Designs), 5 (Patents), and

7 (Undisclosed Information) of Partll of the TRIPS
Agreement or to enforce these Sections under Part Il of
the TRIPS Agreement in relation to the prevention,

containment, or treatment of COVID-192 (original

proposal). Since then, several communications

supporting and opposing the waiver proposal have been

made to the TRIPS Council.3

At a formal meeting of the TRIPS Council on

23 February 2021, Members discussed the temporary

waiver of the TRIPS obligations but were unable to reach

10n 11 March 2020, the WHO declared the coronavirus outbreaks to be
a pandemic. ‘WHO Director-General's opening remarks at the media
briefing on COVID-19 — 11 March 2020’ <https://www.who.int/director-
general/speeches/detail/who-director-general-s-opening-remarks-at-
the-media-briefing-on-covid-19---11-march-2020>
27 June 2021.

2 WTO, Waiver from Certain Provisions of the TRIPS Agreement for the
Prevention, Containment and Treatment of COVID-19 (2 October 2020),
IP/C/W/669
<https://www.wto.org/english/tratop_e/covid19_e/proposals_e.htm>
accessed 24 March 2021.

3 WTO, ‘COVID-19 Proposals’
<https://www.wto.org/english/tratop_e/covid19_e/proposals_e.htm>
accessed 27 June 2021.
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any concrete decision.* Members only agreed on an oral
status report to the General Council reflecting the state
of discussions and the lack of consensus on the waiver

proposal.>

At a formal meeting of the TRIPS Council on 8-
9 June 2021, Members moved closer to a ‘text-based’
process. Members reiterated their well-known
differences on where the emphasis should be placed to
ensure their shared objective on a rapid and effective
response to the pandemic.” They expressed their
willingness to engage constructively in a discussion based

on two proposals:

(i) revised proposal co-sponsored by over

60 delegations for ‘Waiver from Certain

Provisions of the TRIPS Agreement for the

Prevention, Containment and Treatment of
covID-19",8 and

(ii) communication from the European Union (EU) on
‘Urgent Trade Policy Responses to the COVID-19

Crisis: Intellectual Property’.?

The questions are whether: (i) the waiver proposal is born
with congenital fluidity, (ii) the existing provisions of

TRIPS Agreement can be effectively used to mitigate so-

4WTO, ‘Members discuss TRIPS waiver request, exchange views on IP role
pandemic’ (23 February 2021)
<https://www.wto.org/english/news_e/news21_e/trip_23feb21_e.htm>
accessed 12 March 2021.

5WTO, ‘Members discuss TRIPS waiver, LDC transition period and green
(11 March 2021)
<https://www.wto.org/english/news_e/news21_e/trip_11mar21_e.htm
#:~:text=At%20a%20meeting%200f%20the,t0%20cover%20small%20bus
iness%20and> accessed 12 March 2021.

& WTO, ‘Members approach text-based discussions for an urgent IP
COVID-19 (9 June 2021)
<https://www.wto.org/english/news_e/news21_e/trip_09jun21_e.htm>
accessed 27 June 2021.

7 ibid.

8 WTO, Waiver from Certain Provisions of the TRIPS Agreement for the
Prevention, Containment and Treatment of COVID-19 Revised Decision
Text (25 May 2021), IP/C/W/669/Rev.1
<https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/IP/C
/W669R1.pdf&Open=True> accessed 27 June 2021.

9 WTO, Communication from the EU to the TRIPS Council (4 June 2021),
IP/C/W/680
<https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/IP/C
/W680.pdf&0Open=True> accessed 27 June 2021.

10 ‘lack of Global Cooperation Is Crippling the COVID-19 Response:
Vaccines Will Not Be the Silver Bullet, Says AHF’ (Business Wire Los
Angeles, 11 January 2021)
<https://www.businesswire.com/news/home/20210111006093/en/Lack

amid a
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called rigors of intellectual property (IP) rights, (iii) the
world needs patents on pharmaceutical patents during
pandemics, and (iv) more can be done to deal with

present and future pandemics.

The waiver proposal seems to present a picture as if IP
rights are part of the pandemic crisis. The reality,
however, is entirely different. Mismanagement of COVID-
19 pandemic is because of a myriad of factors including
lack of cooperation amongst world leaders,0 relatively
dysfunctional international  systems,1! rise of
nationalism®? and deglobalization, dearth of availability
of active pharmaceutical ingredients (API),13 and lack of
capacity of certain countries to manufacture health
products. Therefore, to call patent an accomplice of the

crisis is not fair.

Besides its congenital fluidity, the waiver proposal
creates fear of patent. This fear is baseless for several
reasons. One, the waiver proposal ignores the legal
nature of patent right which is only an ‘exclusive and
negative’ right and not a positive right. The positive right
to make, use, offer for sale, sell, import, or export health
products can be exercised by a patentee or other persons

only after getting approval of the national drug authority.

-of-Global-Cooperation-Is-Crippling-the-COVID-19-Response-Vaccines-
Will-Not-Be-the-Silver-Bullet-Says-AHF> accessed 26 June 2021;
Bhalla AS, ‘Leadership Challenges and the COVID-19 Pandemic’ (2021)
299/2021
<https://www.orfonline.org/research/leadership-challenges-and-the-
covid-19-pandemic/> accessed 2 April 2021; Nichols M, ‘UN chief laments

Observer Research Foundation

lack of global leadership in coronavirus fight' (Reuters, 1 May 2020)
<https://www.reuters.com/article/us-health-coronavirus-guterres-
idUSKBN22C3IS> accessed 26 June 2021.

11Bernes T, et al., ‘Challenges of Global Governance Amid the COVID-19
(2020)
<https://cdn.cfr.org/sites/default/files/report_pdf/challenges-of-global-
governance-amid-the-covid-19-pandemic.pdf> accessed 14 June 2021;
Patrick S, ‘When the System Fails COVID-19 and the Costs of Global
Dysfunction’ (Foreign Affairs, July—August 2020)
<https://www.foreignaffairs.com/articles/world/2020-06-09/when-
system-fails> accessed 25 June 2021.

12 Badie B, ‘When COVID-19 leads to dangerous variants of nationalism’
(iD4D, 6 May 2021) <https://ideas4development.org/en/covid19-
nationalism/> accessed 26 June 2021.

13 Thrasher R, Wirtz V, ‘Patents, Protections and Pandemic: A Trade and
Access to Medicines Roundup’ (BU, 2 June 2021)
<https://www.bu.edu/gdp/2021/06/02/patents-protections-and-
pandemic-a-trade-and-access-to-medicines-roundup/> accessed
22 July 2021; ‘IFPMA Statement on WTO TRIPS IP Waiver’ (IFPMA,
5 May 2021) <https://www.ifpma.org/resource-centre/ifpma-statement-
on-wto-trips-intellectual-property-waiver/> accessed 22 July 2021.

Pandemic’ Council on Foreign Relations
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Two, it ignores the law that patent is a territorial and
conditional right. Global, international and world patents
simply do not exist. Three, in furtherance of Article 8,14
Members may take consistent measures relating to
patented health products provided they grant patent on
such health products. Four, a patent on health products
does not worsen the health conditions of patients, rather
such patents create hope for at least those who can
afford patented items. The necessity and significance of
invented health products cannot be overemphasized,
especially during the pandemic situation. Fear of patent
on health products is likely to have a negative impact on
investment on research and development (R&D) of
health products in the absence of incentive in the form of
patent. Five, there is no cause-and-effect relationship
between patent and high prices of health products as
there are off-patented medicines having high price tag.%®
The problems of equitable access and affordability to
health products are mainly because of global poverty and
governance deficit. It is a well-known fact that people
cannot afford even one square meal a day,¢ paying for
health products would be even more difficult. Therefore,
the waiver proposal has at least abovementioned

five congenital fluidities and hence requires a closer and

deeper look.

The paper begins by highlighting the congenital fluidity of
the waiver proposal. Then, it moves on to demonstrate
how existing TRIPS provisions can be effectively used

during pandemics. In the next leg, an attempt has been

14 TRIPS Agreement (15 April 1994) 1869 U.N.T.S. 299, 33 I.L.M. 1197
<https://www.wto.org/english/docs_e/legal_e/27-trips.pdf>
14 March 2021.

15 Tessema FA, Kesselheim AS, Sinha MS, ‘Generic but Expensive: Why
Prices Can Remain High for Off-Patent Drugs’ (2020) 71 (4) Hastings U
<https://repository.uchastings.edu/cgi/viewcontent.cgi?article=3898&co
ntext=hastings_law_journal> accessed 25 June 2021; Labonte R, Johri M,
‘COVID-19 drug and vaccine patents are putting profit before people’ (The
Conversation, 6 December 2020) <https://theconversation.com/covid-
19-drug-and-vaccine-patents-are-putting-profit-before-people-149270>
accessed 25 June 2021; ‘Abuse of the patent system is keeping drug prices
high  for patients’ (Association  for Medicine)
<https://accessiblemeds.org/campaign/abuse-patent-system-keeping-
drug-prices-high-patients> accessed 25 June 2021; Pollack A, ‘Drug Goes
From $13.50 a Tablet to $750, Overnight’ (The New York Times,
20 September 2015)
<https://www.nytimes.com/2015/09/21/business/a-huge-overnight-
increase-in-a-drugs-price-raises-protests.html> accessed 24 June 2021.

accessed

Accessible
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made to develop a model road to avoid or at least
minimize the devastating impact of pandemics at least in

the future.

2. CONGENITAL FLUIDITY OF WAIVER PROPOSAL

The original waiver proposal seems to have generated
more heat than light. Every successive proposal and
counterproposal added to the fluidity of the original
proposal. As noted above, in the formal meeting of the
TRIPS Council on 8-9 June 2021, Members moved closer
to a ‘text-based’ process!’ on two proposals® and the

paper seeks to highlight the congenital fluidity of these.

The revised proposal noted that ‘exceptional

circumstances exist for justifying waivers from TRIPS
obligation’.’® The Draft Decision Text annexed to the
revised proposal may be summarized as follows. One, the
scope of the operative paragraph (1) as to waiver from
obligation under Sections Il and Il of the TRIPS remained
the same as the original proposal. The scope of the
subject matter has however been narrowed down? to
only ‘health products and technologies’?? for the
prevention, treatment and containment of COVID-19.22
Two, the waiver shall be available for at least three years
from the date of decision and thereafter the General

Council shall review the existence of exceptional

circumstances and if such circumstances cease to exist,

the General Council shall terminate the waiver.23 Three,

16 March 2021 global poverty update from the world bank provides an
estimate of global poverty as follows: below USD 1.90 per day 696 million
people, below USD 3.20 per day 1821 million people and below USD 5.50
per day 3269 million people. By this estimate, a total of 5786 million
people, roughly around three fourth of the population, are living below
USD 5.50 per day. Castaneda Aguilar RA, et al.,, ‘March 2021 Global
Poverty Update From The World Bank’ (World Bank Blogs,
16 March 2021) <Https://Blogs.Worldbank.Org/Opendata/March-2021-
Global-Poverty-Update-World-Bank> accessed 22 June 2021.

17 Text-based discussions (n 6).

18 Revised Decision Text (n 8) and EU Communication (n 9).

19 Revised Decision Text (n 8) last preambular text.

20 |t was noted that original decision text was too broad. ibid, para. 4.

21 The term ‘health products and technologies’ has been used to include
‘diagnostics, therapeutics, vaccines, medical devices, personal protective
equipment, their materials or components, and their methods and means
of manufacture’. ibid, para. 1.

22 ibid.

2 ibid, para. 2.
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the General Council shall review the waiver annually until

the waiver terminates.?*

It is clear from the revised proposal text that the original
proposal was too broad. The revised proposal text,
though claimed to be narrowed down, still remains too
wide and self-contradictory. It is unfathomable how
copyright in artisticc musical, dramatic work and
cinematograph films impede access to health products
and technologies. How does the protection of industrial
design that covers only the visual features of articles
which appeal to the eyes become a roadblock for the
right to vaccination? Is the container of vaccine coming in
the way of the vaccination? Undisclosed information
remains protected as long as it is a secret or has not been
misappropriated. If trade secret is known by honest
means through reverse engineering, law does not come
in the way of such reverse engineering. Therefore, it
would have been fairer and more feasible had the
proposal been confined to the waiver from obligation to
implement, apply and enforce patent rights under
Sections Il and Ill of the TRIPS Agreement. A strategy
guided by greed rather than by need is likely to fail. Focus
on ‘possibility’ of success of the proposal instead of
‘desirability’ considerations could have been a more
workable strategy. In the alternative, developing
countries could have approached the WTO Dispute
Settlement Body (DSB) for the enforcement of Article 7
for the transfer and dissemination of patented
technology. Working within the system and seeking to
bring about change from within is a more practical
method than questioning the system from outside. The
waiver proposal seems to be guided by political
desirability than legal possibility. Hence, the waiver
proposal may be appropriately described as congenitally

fluid.

24ibid, para. 5.
25 EU Communication (n 9) para. 1.
26ibid, para. 2.
27ibid, para. 3.
28 ibid, para. 4.
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The EU and other developed countries which have

granted patents on pharmaceutical products and
technologies, are arguing from within the TRIPS system.
As noted above, the TRIPS Council has taken the EU
communication along with the revised proposal to move

towards a ‘text-based’ discussion.

The EU communication may be summarized as follows:
One, the WTO must step up its efforts to ensure that the
rule-based global trading system plays its role in response
to the pandemic.?®> Two, the most urgent challenge is to
ensure rapid and equitable rollout of vaccines and
therapeutics globally.26 Three, there is an urgent need for
multilateral Trade and Health initiative. EU has been
engaged in discussions on a temporary IP waiver and has
supported the initiative to consider practical ways to
enhance production capacity and cooperation with the
private sector.?’ Four, there is an urgent need to agree on
the global trade initiative for equitable access to COVID-
19 vaccines including clarification and facilitation of the
TRIPS Agreement flexibilities relating to compulsory
licences.?® Five, the role of IP is not only limited to
incentivizing the development of vaccines as it also plays
an important role in enabling equitable access to
vaccines.?? Six, public health crisis requires both
acceleration of vaccine production and its equitable
global distribution.30 Seven, 2001 Doha Declaration on
the TRIPS Agreement and Public Health clarifies the links
between the TRIPS Agreement, its flexibilities and public
health.3! Eight, limit the use of compulsory licensing.
However, as the pandemic is a circumstance of national
emergency, therefore the requirement to negotiate with
right holders may be waived and the remuneration for
patent holders should reflect such affordable prices.32
Nine, the EU is ready to consider which actions and what
support the TRIPS Council and each Member individually
can provide to other Members to facilitate the use of
Articles 31 and 31bijs.33

Ten, a proposal for a

2ibid, para. 6.

30ibid, para. 7.

31ibid, para. 8.

32ibid, paras. 9, 10, 11 and 12.
33ibid, para. 13.
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comprehensive WTO initiative for equitable access to
COVID-19 vaccines and therapeutics should facilitate
finding a common solution among Members and bring
about a concrete urgent response to the COVID-19

crisis.34

The EU communication does not support the waiver
proposal as it states that the pandemic crisis should be
dealt from ‘within’ the existing framework of the TRIPS
Agreement. A real problem arises when the EU
communication seeks to limit the use of compulsory
licences on pharmaceuticals. This TRIPS flexibility is
already available to Members. It can only mean that the
EU is desirous of taking away the existing TRIPS flexibility
relating to grant of compulsory licence. Further, the EU
appears to offer a flexibility wherein the EU
communication states, ‘[t]he pandemic is a circumstance
of national emergency and therefore the requirement to
negotiate with the right holder may be waived.’3> There
is nothing new in this offer as this flexibility is already

exists in Article 31(b).

The fundamental difference between the revised
proposal and the EU communication adds to the
congenital fluidity of the waiver proposal. The EU is using
both legal and political methods in discussions relating to
the pandemic and patent waiver. On the one hand, the
EU is emphasizing the importance of global cooperation
and a rule-based global trading system. On the other, the
EU wants to restrict the existing TRIPS flexibilities. The EU
proposal may be described as unfair for the reasons
stated above but feasible because the EU stands to lose
nothing even if its proposal is not accepted. The objective
of the EU will be served if it succeeds in delaying or
blocking the waiver proposal. Under the given scheme of
things, the EU communication has succeeded in

establishing that the waiver proposal is congenitally fluid.

34ibid, para. 14.
35 ibid, para. 9a.
36 ‘India asks WTO members to finish TRIPS waiver on COVID-19 vaccines
talks by July-end’  (Business Today India, 10 June 2021)

It appears that the proponents of the waiver proposal are
on the right platform but are trying to board the wrong
train. This train will move only if there is a consensus
between Members. On the face of it, the waiver proposal
is both congenitally fluid and unfair. It is fluid because
Members, particularly the EU and other developed
countries, are unlikely to accept the proposal. Feasibility
of acceptance of the proposal seems to be a remote
possibility as evolving consensus on this contentious
issue is, at best, a long-drawn process. It is unfair as it asks
for more than what is necessary, ignores the interest of a
patentee and raises serious doubts about the patent
system itself. The waiver proposal could have been
limited to patents. The waiver proposal misses a vital
point as to the territoriality of patent rights. Assuming
that the waiver is accepted, how will it serve the interest
of Members who have not granted patents on pandemic
related health products? Patent waiver can help only
those countries who granted patents on these health
products. Even without accepting the waiver proposal,
Members granting a patent have enough flexibilities
under the TRIPS Agreement to limit patent right on
grounds of public health. Had patent right been global,
such proposal would have been desirable. Hence, there
cannot be an international waiver of patent right as there
is no international patent right. Given the existing
approach of the EU, proponents of the waiver proposal
may lose already existing TRIPS flexibilities like the grant

of compulsory license on health products.

Though some developed countries, including the United
States (US), have extended their support for text- based
negotiation,3® and negotiation at the international fora is
a long drawn process given the consensus-based
approach. Garnering consensus in support of the waiver
proposal is not only difficult but also impossible. A thing
which is not doable because of its congenital defects
should not be pursued at all. Endeavor should be made to

do what is doable. Working within the existing framework

<https://www.businesstoday.in/current/economy-politics/india-asks-
wto-members-to-finish-trips-waiver-on-covid-19-vaccines-talks-by-july-
end/story/441290.html> accessed 12 June 2021.
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of the TRIPS Agreement is doable. In the following
section, an attempt is made to develop an argument that
existing TRIPS provisions can be and should be effectively

used by Members to deal with the pandemic crisis.

3. ADEQUACY OF THE TRIPS AGREEMENT TO
MITIGATE THE RIGORS OF PATENT RIGHTS
DURING PANDEMICS

Itis argued that TRIPS provisions are adequate to mitigate
the rigors of patent rights during pandemics. The TRIPS
Agreement creates certain equitable and fair obligations
but also provides certain flexibilities. This Section deals
with only those obligations and flexibilities relating to the

patent dimension of the pandemic.

First and foremost, the obligations3” of Members is called
‘Objectives’ and enunciated in Article 738. Article 73° may
be described not only as the heart and soul of the TRIPS
Agreement but also as its conscience keeper. These
objectives are in the nature of obligations. Neither
protection nor enforcement of IP rights are the objectives
of the TRIPS Agreement. They are only a means to
achieve the the

objectives for ‘promotion  of

technological innovation and the transfer and
dissemination of technology, to the mutual advantage of
producers and users of technological knowledge and in a
manner conducive to social and economic welfare’.
Therefore, if either protection or enforcement of IP is not
contributing to (i) promotion of technological innovation,
or (ii) transfer and dissemination of technology, then such

a protection or enforcement of IP frustrates the very

37 Article 7 is in the nature of obligation by virtue of Article 1.1 which inter
alia provides, ‘Members shall give effect to the provisions of this
Agreement’. TRIPS Agreement (n 14).

38 All references to ‘Article’ are references of the TRIPS Articles unless
otherwise stated.

39 The only WTO case making reference to Article 7 is DS408: European
Union and a Member State — Seizure of Generic Drugs in Transit
WT/DS408
<https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds408_e.ht>
accessed 6 May 2022. The latest update on the case shows that the
consultation has been requested on 11 May 2010.

40 Apart from Article 7, the word ‘should’ have been used two more times
in subparagraphs 2(b)(ii) and 5 of Annex to TRIPS Agreement. ibid.

41 No WTO case is available on Article 29.1.

42 Two WTO cases on Article 1.1 are: (i) DS290: European Communities —
Protection of Trademarks and Geographical Indications for Agricultural
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objectives of the TRIPS Agreement. The word ‘should’
instead of the word ‘shall’ in the objectives*® seems to
have been used for reasons of deference to sovereigns
and to envision aspirations of the people of the world. It
appears that Members are not giving due attention to the
Article 7 to promote the transfer and dissemination of
COVID-19 related health products. Article 7 should be
read with Article 29.14! which requires that ‘an applicant
for a patent shall disclose the invention in a manner
sufficiently clear and complete for the invention to be
carried out by a person skilled in the art’. If a patent is
granted on health products by any Member, then the
information relating to it falls in public domain. If another
Member has not granted a patent on the said product,
then the TRIPS Agreement does not make it obligatory for
any Member to grant a patent on such products merely
because such patent has been granted by another
Member. In other words, Members may use the
invention under TRIPS flexibilities to deal with the COVID-

19 crisis. Though it may be fairer that other Members first

grant a patent and then use the TRIPS flexibilities.

Article 1.1 states ‘Nature and Obligations’ and gives
Members an option to ‘implement in their law more
extensive protection than required by this Agreement’
which ‘does not contravene the provisions of this
Agreement’. There are only two*2 WTO cases making
reference to Article 1.1. In European Communities —
Protection of Trademarks and Geographical Indications
for Agricultural Products and Foodstuffs,*3 the Panel

interpreted Article 1.1 as follows:

Products and Foodstuffs WT/DS290
<https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds290_e.htm

> accessed 6 May 2022; and (ii) DS434: Australia — Certain Measures
Concerning Trademarks and Other Plain Packaging Requirements
Applicable  to and  Packaging WT/DS434
<https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds434_e.htm

> accessed 6 May 2022. In the second case, Panel’s jurisdiction lapsed on
30 May 2016. See Australia — Certain Measures Concerning Trademarks
and Other Plain Packaging Requirements Applicable to Tobacco Products
and Packaging — Lapse of Authority for the Establishment of the Panel
(30 June 2016) WT/DS434/17
<https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/WT

/DS/434-17.pdf&Open=True> accessed 6 May 2022.

43 DS290: European Communities (n 44).

Tobacco  Products
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7.755. .. [T]he first sentence creates an obligation
for Members to give effect to the provisions of
the TRIPS Agreement and the second sentence
recognizes Members’ freedom to implement
more extensive protection, subject to a condition.
After the expiry of the transitional arrangements
in Articles 65 and 66 (and 70.8 and 70.9), as
applicable, a Member is obliged to give effect to
the provisions of the Agreement with respect to
each category of IP right, irrespective of whether
it implements more extensive protection in the

same or another category of IP right.**

Exercising this flexibility may not be an appropriate
measure to deal with the pandemic as a more extensive
protection may impede scaling up production of health
products, resulting in adverse effect on global supply
chain of patented products. Article 1.1 also provides
freedom to Members to ‘determine the appropriate
method of implementing the provisions of this
Agreement within their own legal system and practice’.
Use of this flexibility may help promote large-scale
production of patented health products at least for

domestic use.

Article 8.1% allows Members to ‘adopt TRIPS consistent
measures necessary to protect public health. . ., and to
promote the public interest in sectors of vital importance
to their socio-economic and technological development,
[...]) Public health and public interest are both victims of
COVID-19. Members may fruitfully use Article 8.1 to
amend their laws to deal with the COVID-19 crisis, both
at national and international levels. Article 8.2 may be

used by Members to prevent:

(i) abuse of patent right on health products by

patentees, and

4 European Countries — Protection of Trademarks and Geographical
Indications for Agricultural Products and Foodstuffs — Report of the Panel
(15 March 2005) (WT/DS290/R 05-0936) 163
<https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=Q:/WT
/DS/290R.pdf&Open=True> accessed 6 May 2022. The Panel in this case
exercised judicial economy. See ibid at para. 7.756.

110

(ii) practices which unreasonably restrain trade or
adversely affect the international transfer of
technology related to health products.

International transfer of technology is not only an

objective but is also an obligation.

A law, whether national or international, generates
respect from people when it remains true and honest to
its stated objectives. Members, while granting a patent
on health products, may make it mandatory for a
patentee to: (i) grant voluntary licence on fair, reasonable
and non-discriminatory (FRAND) model to all the eligible
pharmaceutical entities, and (ii) fully and completely
disclose all the essential and non-essential features of
health products and should not protect the same such
invention both as patent and trade secret to help avoid
undue experimentation for replication purposes.

Article 27.2%¢ allows Members to ‘exclude from
patentability inventions, . . . which is necessary to protect
ordre public or morality, including to protect human’.
Article 27.3(a) further allows Members to exclude from
patentability ‘diagnostic, therapeutic and surgical
methods for the treatment of humans.’ Exclusion of
health products from patentability may be a prescription
worse than the disease during the pandemic. Health
products should not be excluded from patentability in the
absence of any alternative mechanism to incentivize
research and invention. Mechanism should be evolved to
further promote R&D in pandemic related health
products. In hindsight, it can be safely said that invention
begets invention, patents beget patents and technology
begets technology. Invention can be hardly encouraged
or promoted by excluding pandemic related health

products from patentability.

Article 3047 allows Members to provide reasonable and

‘limited exceptions to the exclusive rights conferred by a

4> No specific WTO case is available on Article 8.1. The only case available
on Article 8 is DS408: European Union and a Member State (n 41).

4 WTO cases are not available on Articles 27.2 and 27.3.

47 No WTO case is available on Article 30.
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patent.’ This Article may be used by Members to limit the
scope of patent right on health products to deal with the

pandemic crisis.

Article 31%8 allows other use*® of patent by government
or third parties authorized by the government, without
authorization of the right holder. One of the condition
precedents stipulated by Article 31(b) is that the efforts
to get the authorization from the right holder on
reasonable terms have not been successful. However, the
Article carves out an exception for waiver of the condition
precedent in case of ‘national emergency or other
circumstances of extreme urgency or in cases of public
non-commercial use’. Therefore, Article 31 may be
invoked by any Member to deal with the pandemic crisis
‘predominantly for supply of the domestic market of the
Member’ under Article 31(f). Use of the word
‘predominantly’ does not prohibit Members from

granting compulsory licence for export.

Article 31bis®0 carves out certain exceptions to Article 31
and makes provisions for grant of compulsory licence in
patented pharmaceutical products. Paragraph 1 of Article
31bis creates an exception to Article 1(f) and allows the
Members to grant compulsory licence ‘for the purposes
of production of a pharmaceutical product(s) and its
export to an eligible importing Member(s)’. The Annex to
the TRIPS Agreement further explains the provisions of
Article 31bis. The Appendix to the Annex to the TRIPS
Agreement makes provisions regarding the ‘Assessment
of Manufacturing Capacities in the Pharmaceutical
Sector’. Article 31bis when read together with the Annex
and

its Appendix make it abundantly clear that

pharmaceutical patents have been given special

treatment. Article 31bis places health of the people first.

It seeks to provide the least developed countries (LDCs),

% Three WTO cases making a reference to Article 31 are available:
(i) DS196: Argentina — Certain Measures on the Protection of Patents and
Test Data WT/DS196
<https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds196_e.htm
> accessed 6 May 2022; (ii) DS408: European Union and a Member State
— Seizure of Generic Drugs in Transit (n 41); and (iii) DS409: European
Union and a Member State — Seizure of Generic Drugs in Transit
WT/DS409

111

developing countries, and developed countries equitable
and fair treatment without sacrificing the interest of the
patentee. Members granting patents on health products
may invoke this Article to effectively deal with the

pandemic crisis.

Instead of making a fluid waiver proposal, Members
particularly from the developing countries, could have
introduced ‘Fast Track Patent Prosecution Procedure’ for
granting patents on COVID-19 health products by
amending their laws within the TRIPS flexibilities. Instead
of waiting for patent applications from inventors of
health products, these countries could have requested
these inventors to file patent applications. Patents on
such products could have been granted in an expedited
manner on the basis of patents granted in other countries
for reasons of national emergency and extreme urgency.
These countries could have declared the COVID-19
pandemic as a national emergency. Whether any
developing country has granted a patent on any COVID-
19 vaccine is an open question and information in this
regard is not readily available. After granting patents on
health products, developing countries could have used all
the TRIPS flexibilities to deal with the crisis both
domestically and globally. In the alternative, developing
countries and their pharmaceutical entities could have
approached patent holders seeking voluntary licences to
make and sell health products in their domestic market.
This could have been done and could still be done.
Developing countries will be better off if they start
investing more in R&D to build their technological
capacity. Instead of asking for waiver of obligation under
the TRIPS Agreement, it would be better to focus on the
implementation of TRIPS provisions, in letter and spirit,
particularly as to the obligation of transfer and

dissemination of technology. It will still be better for

<https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds409_e.htm
> accessed 6 May 2022. In the first case, parties reached a mutually
agreed solution and in the last two cases, consultation was requested.
Hence no consideration by the Panel on Article 31.

4 TRIPS Agreement (n 14). “Other use” refers to use other than that
allowed under Article 30. ibid.

50 No WTO case is available on Article 31bis.
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developing countries to invest more on education and
research to become producers of new knowledge and
useful technology. Being only a permanent importer of
new knowledge and technology produced by developed
countries is the surest prescription for permanent
dependency by developing countries. This road of

dependency will only lead to colonization of health.

Pandemic situations require more inventions of health
products. It follows that the world requires more patents
than less. More patents on pharmaceutical products
means more producers and suppliers which will promote
competition. Competition will check the abuse of
dominant position by one or few pharmaceuticals.
Competition will also ensure that better quality products
are available at reasonably affordable prices. However,
both the patentee and Members granting patents on
pharmaceuticals owe not only a moral duty but also a
legal duty to humanity. Legal duty of the patentee is to
serve and promote social good by making patented
health products available to the public at reasonably
affordable prices by entering into voluntary licences on
fair, reasonable and non-discriminatory terms and
conditions so that demand of humanity can be met. If a
patentee lacks the capacity to scale up production of
health products, he must resort to licensing on fair,
reasonable and non-discriminatory terms and conditions.
Such an arrangement is bound to produce only winners

and no losers.

The above analysis reveals that the TRIPS provisions as
such are adequate and sufficient to deal with the so-
called rigors of IP during pandemics. However, the time
has come for evolving an international legal framework

especially designed to deal with pandemic situations.

51 WTO, ‘The Uruguay Round’
<https://www.wto.org/english/thewto_e/whatis_e/tif_e/fact5_e.htm>
accessed 18 April 2021.

52 Stewart TP (ed), The GATT Uruguay Round: A Negotiating History (1986-
1992) (Kluwer Law International 1993).

4. WHAT MORE NEEDS TO BE DONE: THE ROAD
AHEAD

COVID-19 is a clarion wake-up call to get ready and
prepare for future pandemics and evolve mechanisms to
deal with the present crisis and future pandemics.
Perhaps because of undue focus on the waiver proposal,
lack of resources and capacity, policy paralysis and
governance deficit, developing countries could not take
refuge under the existing TRIPS provisions to deal with
the pandemic crisis. Had the TRIPS Agreement made
explicit mention of the pandemic, handling of COVID-19
might have been more convenient. During the Uruguay
Round Negotiations on IP,>! the problem of a pandemic
of such a catastrophic magnitude was not foreseen.>?
Perhaps a pandemic itself was not foreseeable. It may be
noted that the expression ‘public health’ has been used
six times in the TRIPS Agreement, but the word
‘pandemic’ has not been used anywhere. What was not
foreseeable during the Uruguay Round Negotiations or in
the Doha Declaration®3 is now facing us. COVID-19 makes
out a very strong case for explicit inclusion of ‘pandemic’
in the TRIPS Agreement to provide for international
measures for international emergency. It is suggested
that the following provisions may be inserted in the TRIPS
Agreement to deal with pandemic situations in a more

efficient and equitable manner:

1. Members shall provide ‘Fast Track Patent
Prosecution Procedure’ in their laws for
pandemic related health products and
technologies and should grant patents on such
products or processes in an expeditious manner
if such products or processes are approved by the
WHO;

2. In furtherance of the objectives in Article 7,
Members shall require the patent holders of

pandemic related health products and

53 WTO, Declaration on the TRIPS Agreement and public health
(14 November 2001) WT/MIN(01)/DEC/2
<https://www.wto.org/english/thewto_e/minist_e/min01_e/mindecl_tri
ps_e.htm> accessed 12 April 2021.
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technologies to grant voluntary licences on fair,
reasonable and non-discriminatory terms and
conditions to all pharmaceutical entities having
the capacity to manufacture such patented
health products and technologies;

3. Members shall evolve a mechanism to give
primacy to patent protection over trade secrets
of health products and shall promote reverse
engineering of unpatented health products; and

4, Subject to Article 29, during pandemic situations,

Members shall require that an applicant for a

patent on health products shall fully and
completely disclose:
(a) All the know-how, trade secret, and

technology relating to claimed invention

in a manner sufficiently clear and
complete for the invention to be carried
out by a person skilled in the art.
Nondisclosure or insufficient disclosure of
any information relating to the claimed

invention shall be sufficient ground for

denial of patent application and
revocation of patent; and
(b) Full and complete audited books of

accounts showing all the capital and
revenue expenditures incurred in the
R&D of the claimed invention so that
reasonable amount of compensation may
the

be determined to reward

inventor/patentee.

Full and complete disclosure of claimed invention, in the

real sense, is necessary for the following reasons:

1) Despite the requirement of sufficiently clear and
complete disclosure of invention as envisaged
under Article 29 and the identical requirement
under national laws, patent applicants generally
do not disclose all the essentials of the invention
in the patent specification. Patent specification
and claims may be drafted in such a language that

it conceals more and reveals less. Standard
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approach of patent application in these cases is
that ‘I did not claim this essential of invention,
therefore | did not disclose it’. The point is that
the essence of the invention which has not been
claimed may be essential to replicate the

patented invention without undue experiments;

2) Protecting an invention or certain essential
features of the invention as trade secret is

standard industry practice; and

3) Patent protection is generally sought when
decoding the essentials of invention by reverse
engineering techniques does not require undue

experimentation by competitors.

The argument is not that the invention should not be
protected as trade secret. Trade secret is a recognized
form of IP both in Article 39 and national laws. The
argument is that when the inventor is choosing patent
over trade secret for her invention, she should disclose
the invention in a manner sufficiently clear and complete
for the invention to be carried out by a person skilled in
the art indicating the best mode for carrying out the
invention known to the inventor. The practice of using
both trade secret and patent to protect the same
invention should be abandoned. Invention must become
patent (open) in all respects after the grant of patent. An
inventor has at least three choices as to her invention.
One, she may voluntarily disclose the invention by way of
publication or otherwise. Two, she may protect her
invention as trade secret. Three, she may protect her
invention as patent. Inventor is the master of her
invention. Law does not compel an inventor to protect or
not to protect her invention. Once, the inventor decides
to use patent protection for her invention, she must
come with clean and open hands. She should not be
allowed to keep her cake as trade secret and eat it too as

patent.

The main point of argument is that TRIPS should explicitly
provide for pandemic situations and create mechanisms
to use patent as the predominant solution. At the

minimum, the word ‘should’ used in Article 7 should be
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read as ‘shall’ during pandemic situations. Full and
complete disclosure of all the essentials of the claimed
invention including technical know-how, trade secret and
other technology will make the meaning of ‘patent’ really

open.

There is also a need to evolve an international legal
framework to deal with pandemic situations. Such a

framework should envisage the following:

1) A World Pandemic Organization (WPO) through a
multilateral agreement should be established at
the international level. Detailed structure,
objectives, powers and functions of WPO should
be worked out under the umbrella of the United
Nations (UN) and WTO; and

2) A Permanent World Pandemic Fund (PWPF)
should be created and may be jointly managed by
the WTO, WIPO and WHO. Every country should
be required to make an annual contribution to
PWPF as may be agreed. Countries should
contribute a portion of money collected in the
form of taxes, or otherwise, for the existence and
healthy survival of people. Philanthropists and
donors may be encouraged to contribute to this
fund. A certificate of recognition may be issued to
such philanthropists and donors to encourage
them. Corporations may be encouraged to
contribute generously to this fund as part of their
corporate social responsibility. A mechanism of
giving tax exemptions to such corporations may
be evolved to encourage contribution to this
fund. PWPF may be used to:

(i) Promote R&D in pharmaceuticals both at

international and regional levels;

(ii) Provide reasonable and adequate
compensation to patent holders who
volunteer to transfer their patented
products and technologies relating to the
prevention, treatment and containment

of a pandemic;
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(iii) Provide prizes and awards to persons and
entities who voluntarily disclose their
trade secrets and know-how relating to
pandemic related health products and
technology so that such health products
may be manufactured at large scale and
made available to the world population at
reasonably affordable prices; and

(iv) Provide during a pandemic, vaccines,
medicines, and diagnostics to the world
population as quickly as possible. Timely

vaccination is the essence of the matter.

The aforementioned suggestions may be used to initiate
discussion for evolving an international framework to

tackle present and future pandemic crises.

5. CONCLUSIONS

The waiver proposal creates unwarranted fear of IP
rights. The proposal is not only congenitally fluid but is
also unfair. The proposal (i) is still too wide and self-
contradictory; (ii) ignores the interest of IP holders;
(iii) raises serious doubts about the necessity and utility
of the patent system in particular and the IP system in
general; (iv) is asking for more than what is necessary to
deal with the pandemic situation; (v) should have been
limited to patents; (vi) misses vital points as to exclusivity
and territoriality of patent right; (vii) neglects that a
patent applicant does not come with clean and open
hands as patent specifications generally do not disclose
all the essential and non-essential features of claimed
invention and the patent applicant generally discloses
only as much as she thinks is necessary and protects
certain features of claimed invention as trade-secret;
(viii) does not give due weight to the TRIPS Agreement in
general and TRIPS flexibilities in particular; and
(ix) considering the well-known differences between
Members and also the consensual mechanism of the
WTO in such matters, makes the proposal even more

fluid. Instead of the waiver proposal, a workable solution

could have been to file a complaint with the WTO DSB for
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enforcement of obligations under Article 7 against
Members who have granted patents on health products.
Because of its fluidity, the waiver proposal may become

part of the problem instead of solving it.

The EU communication argues within the TRIPS
framework. It is workable because the EU stands to lose
nothing even if the proposal is not accepted. The purpose
of the EU proposal will be served if it succeeds in delaying
or blocking the waiver proposal. Unfairness of the EU
communication is clear as it seeks to place more
restrictions on existing TRIPS flexibilities, particularly on

the use of compulsory licence.

It will be in the interest of both the patentee and the
people if Members implement Article 7. Protection and
enforcement of patent right are against the objectives of
the TRIPS Agreement if it does not promote the transfer
and dissemination of patented technology globally.
Therefore, TRIPS provisions as such can be effectively
used by enforcing these in letter and in spirit to overcome
the pandemic crisis. An analysis of the TRIPS provisions
reveals that even without a waiver, Members granting a
patent have enough flexibilities to limit patent right on
several grounds. However, the granting of a patent is a
condition precedent for use of such flexibilities. Under
TRIPS flexibilities, Members could use ‘Fast Track Patent
Prosecution’ for expeditious grant of patent on health
products during pandemics. In the alternative, Members
and their business entities can seek voluntary licenses
from the patent holder and can manufacture and sell the

patented health products.

Given the silence in the TRIPS Agreement on pandemics,
it is suggested that the TRIPS Agreement may be
amended to explicitly provide for pandemic situations. It
is further suggested that (i) a WPO be established at the
international level; and (ii) a PWPF be established to deal

with present and future pandemics.
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8. INTERACTION BETWEEN IP LAW AND
ENVIRONMENTAL LAW ON PLANT GENETIC
RESOURCES FROM

INTERNATIONAL AND

NATIONAL PERSPECTIVES — A CASE STUDY: IRAN

Mohammad-Reza Parvin*

ABSTRACT

The potential commercial value of plant genetic
resources (PGRs) has led to an increased tendency to
grant property rights to these resources. PGRs also play a
significant role in achieving sustainable development in
the agricultural sector. This implies an inevitable
interaction between intellectual property (IP) law and
environmental law. This study shows two different legal
approaches to PGRs based on the principles involved in
the interactions between these branches of law. Based
on international and Iranian legal instruments, this paper
first compares state sovereignty with PGRs with their
ownership and then analyzes some principles of
international environmental law, particularly in the
context of IP rights. It is argued that national legal
systems should explicitly provide the criteria that allows
a country to determine whether a national decision made
on plant genetic innovations — based on some potential
environmental risks — is proportionate and not wholly
contradictory to IP rights. Indeed, if the principles of
international  environmental law are applied
appropriately in national legal systems, particularly, in
cases of environmental ‘risks’, environmental ‘dangers’
and sovereignty over ‘natural’ genetic resources, IP law
could be used more effectively to protect green
such as modern

technologies biotechnology and

achieving sustainable development goals. In other words,
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the coexistence and co-targeting of IP law and
environmental law in the field of PGRs is fruitful not only
for earning profit and promoting innovation but also for
guaranteeing environmental protection and sustainable

use of such resources.

Keywords: intellectual property rights, environmental
law, ownership, plant genetic resources, sovereignty,

sustainable development, Iran.
1. INTRODUCTION

In the hierarchy of legal norms, the principle of
international law takes precedence over national law in
cases of conflict. However, many States are partly monist
and partly dualist in their actual application of
international law in their national systems.! For instance,
according to Principle 77 of the Constitution of the
Islamic Republic of Iran, treaties, transactions, contracts,
and all international agreements must be ratified by the
Islamic Consultative Assembly. Once approved, an
international legal norm becomes an integral part of
Iranian law and must be applied and complied with by
national organizations. The application of general
principles of international environmental law stipulated
in international environmental treaties, to which Iran has
acceded by a national law, follows the same rule. In this
respect, although it seems that the Iranian Biosafety Law
is absent from any explicit stipulation on the
precautionary principle, however, this principle has been
officially recognized by the Iranian law for accession to

the 2000 Cartagena Protocol on Biosafety (Cartagena

Research Branch, Tehran, Iran. She is working under supervision of
Professor Mohammad-Reza Parvin.

##% Parvin Farshchiis an Assistant Professor of Environmental Science at
the Faculty of Natural Resources and Environment at Islamic Azad
University, Science and Research Branch, Tehran, Iran. She has a PhD
degree in Marine Science from the National Institute of Oceanography,
Goa, India.

1 In contrast to monist system, in dualist systems passing additional
legislation is required for an international legal obligation to become part
of national law.



WIPO-WTO Colloquium Papers, 2020, Special Edition

Protocol) to the Convention on  Biological

Diversity (CBD).2

Plant Genetic Resources (PGRs) as an important point of
interaction between environmental law and intellectual
property (IP) law increases the importance of an
appropriate and effective application of the mentioned
principles in national legal systems. In this context, it is
also crucial to develop a common legal language on such
principles that could successfully bridge environmental
law and IP law. Indeed, if the principles of international
environmental law are applied proportionally in national
legal systems, particularly in cases of environmental
‘risks’, environmental ‘dangers’ and sovereignty over
‘natural’ genetic resources, IP law could be used more
effectively to protect green technologies such as modern
biotechnology and achieving sustainable development

goals (SDGs).

To illustrate such interactions concerning PGRs, this
paper firstly examines the sovereign right of States to
dispose of their wealth and their natural resources which
has been recognized by various national and
international legal instruments.> At the international
level, both environmental law and IP law address the
control, conservation, access, and benefit sharing of
PGRs. The primary objectives of environmental law are
biodiversity conservation, sustainable use as well as
global access to PGRs.* The two major international
treaties on this issue — the 1992CBD and the
International Treaty on Plant Genetic Resources for Food
and Agriculture (ITPGRFA) — address state sovereignty in

deciding how to control the access to genetic resources

2 Parvin MR, 'Environmental ethics in Iran' in Alireza Bagheri (1),
Biomedical ethics in Iran (Eubios Ethics Institute 2014) 39-48.

3 Kagedan BL, 'The Biodiversity Convention, Intellectual Property Rights
and Ownership of Genetic Resources: International Development' (1996)
prepared for the IP  Policy Industry
<http://www.iatp.org/files/Biodiversity/Convention/Intellectual_Propert
y.pdf> accessed 3 October 2020.

4 Morgera E, 'Conceptualizing Benefit-Sharing as the Pursuit of Equity in
Addressing Global Environmental Challenges' (2014) BENELEX Working
Paper 2014, 43 <https://ssrn.com/abstract=2524003> accessed
22 December 2020.

5 Padmashree GS, Tarasofsky RG, 'Study on the Inter- Relations between
Intellectual property law Regimes and the Conservation of Genetic
Resources’ (2002) prepared for the European Commission Directorate

Directorate Canada
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and attempt to design mechanisms for achieving these
goals.> On the other hand, we aimed to examine IP law
which protect and enforce the rights of breeders and
inventors who have developed new plant varieties or
made new and useful inventions in this field. In order to
meet environmental priorities, the issues of
environmental protection and sustainable development
have also been considered on the grounds of public order
and morality in IP law.5 However, since legal treatment of
PGRs is different in environmental law and IP law, as our
next step, we will investigate such different approaches
within these branches of law. This difference stems
mainly from the possibility of ownership or non-
ownership of these resources. Therefore, it seems
necessary to distinguish between state sovereignty over
‘natural/wild’ PGRs under environmental law and
ownership of ‘improved/invented’ PGRs under IP law.” In
order to achieve the SDGs, it is also necessary to adopt an
appropriate legal approach by which all rights associated
with these resources and their applications can be
assured. The research method is descriptive analysis.
Analysis of some principles of international
environmental law — including the principle of integrity,
the precautionary principle and particularly, the principle
of proportionality — could lead us to understand how and
to what degree, IP law and environmental law mutually
interact in the context of PGRs. In fact, the optimal
management and reasonable exploitation of PGRs, along
with their conservation, play a significant role not only in
improving the quality and quantity of agricultural
but also in sustainable

production achieving

development in this sector.8

General <https://www.cbd.int/doc/meetings/abs/abswg-
02/information/abswg-02-inf-ext-en.doc> accessed 3 October 2020.

6 Derclaye E, 'Patent law's role in the protection of the environment: re-
assessing patent law and its justifications in the 21st century' (2009) 40(3)
International Review of [P and Competition Law, 249-273
<http://eprints.nottingham.ac.uk/27696/1/derclaye%20iic%202009.pdf>
accessed 5 October 2020.

7Wang F, et al., 'Study on the Ownership of Plant Genetic Resources on
Farmers Land' (2013) 5(2) Asian Agricultural Research, 75-78
<http://ageconsearch.umn.edu/record/146096/files/20.PDF> accessed
17 September 2020.

8 Malik SS, Singh SP, 'Role of Plant Genetic Resources in Sustainable

Agriculture' (2006) 1(2) Indian Journal of Crop Science, 21-28
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2. STATE SOVEREIGNTY  OVER NATURAL

RESOURCES IN INTERNATIONAL LAW AND

IRANIAN LEGAL SYSTEM

A. CONSERVATION OF GENETIC RESOURCES IN
INTERNATIONAL ENVIRONMENTAL LAW

State sovereignty over ‘natural’ resources or specifically
‘wild’ resources as a general principle of international
environmental law has been clearly expressed in various
United Nations General Assembly (UNGA) resolutions,
and in particular, paragraph 1 of Article 2 of the Charter
of Economic Rights and Duties of States, which was
adopted by the UNGA on 12 December 1974.° According
to this Charter, ‘Every State has and shall freely exercise
full permanent sovereignty, including possession, use and
disposal, over all its wealth, natural resources and
economic activities’.’® This rule has led to a direct
response to the efforts of developed countries to
integrate biodiversity into the common heritage of
humanity. This argument can similarly be found in the
1982 Convention on the Law of the Sea, which is based
on the fact that the mineral resources of the international
seabed area are considered as a ‘common heritage of
mankind’.1? However, according to a complementary
aspect of sovereignty in international law, States are also
committed to protecting the rights of other States within

their territories.1?

<https://www.indianjournals.com/ijor.aspx?target=ijor:ijocs&volume=1
&issue=1and2&article=004> accessed 30 June 2012.

9 Poorhashemi A, ‘Emergence of ‘International Environmental Law’: as a
new branch of International Public Law’ (2020) 1(2) CIFILE Journal of

International Law, 33-39
<http://www.cifilejournal.com/article_106534.html> accessed
3 June 2021.

10 Charter of Economic Rights and Duties of States, UNGA,
Resolution 3281(xxix), 12 December 1974 <WWW.un-

documents.net/a29r3281.htm> accessed 17 September 2019.

11 )Jaeckel A, et al., 'Conserving the Common Heritage of Humankind —
Options for the Deep Seabed Mining Regime' (2017) 78 Marine Policy,
150-157 <https://www.savethehighseas.org/wp-
content/uploads/2012/01/Conserving-the-common-heritage-of-
humankind.pdf> accessed 28 June 2021.

12 Maftei J, 'Sovereignty in International Law' (2015) 11(1) Acta
Universitatis Danub  Jus 54-65

Juridica, <http://journals.univ-
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In the same way, the principle of responsibility and good

governance is developed through international
environmental instruments and jurisprudence over the
environmental

compensation  of  trans-boundary

damages.3 For instance, Principle21 of the
1972 Stockholm Declaration!* emphasizes the right of
States to rule over and exploit their own natural
resources in accordance with environmental policies. This
concept was reinstated in Principle 2 of the 1992 Rio
Declaration (Rio Declaration), which emphasizes not only
a state’s responsibility over any activity within its
territories based on its development policies, but also
consideration of any transboundary environmental
damage as the international responsibility of States.!> In
fact, this perspective emphasizes the right of States to
‘reasonably and appropriately’ exploit their own natural
resources. Moreover, it can be generally understood that
state sovereignty over natural genetic resources is finally
aimed at the sustainable development and conservation
of such resources and its biodiversity.16 This argument
can also be valid because of their affirmation of ‘state

sovereignty over natural resources’ under paragraph 18

of the 2030 Agenda for SDGs.?

Apart from the conservation of biodiversity and
sustainable use of genetic resources, the fair and
equitable sharing of benefits arising out of the utilization
of genetic resources is clearly stated in the objectives of
the CBD which was endorsed at the 1992 United Nations

Conference on Environment and Development.’® The

danubius.ro/index.php/juridica/article/view/2798/2377> accessed
22 September 2020.

13 Poorhashemi A, Arghand B, 'International Environmental law' (1%t edn,
Nashre Dadgostar 2013) 287- 280.

14 Stockholm Declaration, Declaration of the United Nations Conference
on the (1972),
<http://www.unep.org/documents.multilingual/default.asp?documentid
=97&articleid=1503> accessed on 17 September 2020.

15 Habibi MH, 'Environmental law’ (2" edn, Nashre Mizan 2011) 342-352.
16 Virginie B, 'Sovereignty Over Natural Resources; Environmental
Challenges and Sustainable Development' in Morgera E, Kulovesi K (eds),
Research Handbook on International Law and Natural Resources (Edward
Elgar Publishing 2016) 15-25.

17 ‘The 2030 Agenda for Sustainable Development, Resolution adopted by
The General Assembly’, 25 September 2015, A/RES/70/1.
<https://sdgs.un.org/2030agenda> accessed 3 October 2020.

18 Davalos LM, 'Regulating Access to Genetic Resources under the
Convention on Biological Diversity: An Analysis of Selected Case Studies'

Human Environment
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CBD also emphasizes the rules governing the rights of
indigenous and local communities, the right to access
genetic resources and the fair sharing of benefits.1?
Moreover, the ITPGRFA, signed in November 2001,
specified that the conservation and sustainable use of
PGRs and the fair and equitable sharing of the benefits
arising out of their utilization should be done in
accordance with the provisions of the CBD.2° The
ITPGRFA, which has a similar legal framework to the CBD,
intends to enhance the cooperation and collective action
of States in the context of permanent sovereignty over
natural genetic resources to provide access to PGRs and
to allow distribution of these resources for food and
agriculture.?! The ITPGRFA also creates a fund-sharing
system which accords users of genetic resources the
opportunity to create mechanisms with unrestricted
access to the genetic base of the country of origin, in
order to improve future crops for sustainable food and

agricultural security.?2

Notwithstanding that the conservation and sustainable
use of natural genetic resources in appropriate ways
must be completely assured by national competent
authorities and formulation of laws and regulations is
required to facilitate investment in this field.Z3 In this
context, it is necessary to point out that State sovereignty
over natural genetic resources and the set of rules and
regulations governing the access to these resources in

accordance with the purpose of the CBD are a fortiori

(2003) 12(7) Biodiversity & Conservation Journal, 1511-1524
<https://link.springer.com/article/10.1023/A:1023615303748> accessed
12 September 2020.

19 Parks L, Morgera E, 'An Interdisciplinary Model for Mapping the
Normative Diffusion of Fair and Equitable Benefit-Sharing' (2015)
BENELEX Working Paper 2015, 3 <http://ssrn.com/abstract=2637302>
accessed 30 June 2021.

20 Article 1(1) of the International Treaty on Plant Genetic Resources for
Food and Agriculture <www.fao.org/3/a-i0510e.pdf> accessed on
30 June 2021.

21 Tsioumani E, 'Exploring Benefit- Sharing from the Lab to the Land
(Partl): Agricultural Research and Development in the Context of
Conservation and Sustainable' (2014) BENELEX Working Paper 2014, 4
<https://zenodo.org/record/1921457> accessed 2 November 2019.

22 Brahmi P, Vandana, Tyagi, 'Access and Benefit Sharing Mechanism
under the Multilateral System of the International Treaty on Plant Genetic
Resources for Food & Agriculture' in Laladhas KP, et al. (eds), 'Biodiversity
for Sustainable development Environmental Challenges and Solutions'
(Springer 2017) 17-30.

23 Morgera E, 'Justice, Equity and Benefit- Sharing under the Nagoya
Protocol to the Convention on Biological Diversity' (2015) BENELEX
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concerned with ‘wild or natural genetic resources.’
Accordingly, the access to and authorized utilization of
‘improved’ or ‘genetically modified resources’ are
regulated primarily by IP law.2* Therefore, the role of
States is not only to assure a sufficient level of IP rights
and benefit sharing arising out of the utilization of
improved or genetically modified resources but also to
comply with their environmental obligations through
establishing and maintaining an appropriate link between
IP law and environmental law?> as discussed in more
detail in section 4.
B. STATE SOVEREIGNTY

OVER NATURAL

RESOURCES IN IRANIAN LEGAL SYSTEM

As mentioned before, according to the principle of state
sovereignty, a State has the power and authority to
determine how natural genetic resources shall be utilized

and exploited in its territory. Article 50 of the

1979 Iranian Constitution also affirmed the principle of
environmental conservation.2® The implementation of
the first principle is also in accordance with the
1945 United Nations Charter and the principle of state
sovereignty in public international law. Therefore, the
government of Islamic Republic of Iran has sovereignty
over natural genetic resources by directly exploiting
these resources or by delegating the task of exploiting
these resources to other subjects in exchange for an

economic return, etc.?’

Working Paper 2015, 5 <https://ssrn.com/abstract= 2610528> accessed
2 November 2019.

24 Correa CM, 'Sovereign and Property Rights over Plant Genetic
Resources' (1994), Study Paper of the FAO Commission on Plant Genetic
Resources <http://www.fao.org/tempref/docrep/
fao/meeting/015/aj596e.pdf> accessed 11 August 2020.

25 Mandel GN, 'Promoting Environmental Innovation with Intellectual
Property Innovation: A New Basis for Patent Rewards' (2005) 24(1)
Temple Journal of Science, Technology & Environmental Law
<https://ssrn.com/abstract=756844> accessed 18 September 2020.

26 According to Article 50 of the 1979 Iranian Constitution ‘The
preservation of the environment — wherein the present as well as the
future generations have a right to a flourishing social existence — is
considered as a public duty in Iran. Economic and other activities that
involve pollution of the environment or cause irreparable damage to it are
<http://www.servat.unibe.ch/icl/ir00000_.html>
accessed 2 November 2020.

therefore forbidden’

27 Mashhadi A, Mohtashami M, 'Reflection on Relationship between
intellectual property law and environmental law' (2015) 45(3) Journal of

Private Law Studies, 485-504
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According to Article 45 of the Iranian Constitution, public
properties and assets such as rivers, seas and other public
waterways, forests, uncultivated lands, mines, and
marshlands shall be at the disposal of the government to
be utilized in accordance with public interest. Moreover,
according to Article 1 of the 1963 Nationalization of
Forests and Pastures Law, Iran's forestlands are
considered as ‘public property’ and belong to the State.
Article 5 of the 1980 Law on Assignment and Reclamation
of Lands also considers natural forests and groves as
‘public wealth’. Therefore, in line with the same
considerations in the CBD and ITPGRFA, ‘wild and natural
genetic resources’ in Iran are considered as ‘public
property’ and the manner and extent of access and
exploitation of these resources is determined under the
authority of the Iranian government. Based on this
approach, it should also be mentioned that Note 1 under
Article 3 of the 2003 Act of Plant Varieties Registration,

Control and Certification of Seeds and Seedlings explicitly

states that:

Non-improved and wild plant genetic resources
shall be considered as national genetic resources
and by any means, the private sector is not
allowed to register them. Pursuant to the request
of public sector, such resources can be registered
in the name of the Government of Islamic

Republic of Iran.

Therefore, it seems generally that for the proper
performance of the principle of State sovereignty over
natural resources, the interaction between conservation

and exploitation is inevitable.

<https://jlg.ut.ac.ir/article_55031_92e3f272e7f0f4ebe75d54f75a34c72a
.pdf> accessed 27 January 2021.
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3. GENETIC RESOURCE AS AN ‘INTELLECTUAL

PROPERTY’ IN INTERNATIONAL LAW AND

IRANIAN LEGAL SYSTEM

International environmental law is essentially based on

non-reciprocal obligations and universal benefits.
However, IP law depends on obligations, which are more
mutually beneficial. However, IP law can be considered as
one of the economic and social instruments in
conservation and exploitation of genetic resources. The
1974 United Nations Charter of Economic Rights and
Duties of States in Article 13(2) stipulates that all States
should promote international scientific and technological
co-operation and the transfer of technology, with proper
regard for all legitimate interests including, inter alia, the
rights and duties of holders, suppliers and recipients of
technology.?8 The critical role of IP rights in the context of
transferring environmentally friendly technologies and
protecting the associated traditional knowledge of
genetic resources, which is also essential for sustainable
development, represents the interaction and inter-

relationship between IP law and environmental law.

In this context, the 2030 Agenda for SDGs in paragraph 70

states that technology transfer and innovation

cooperation around thematic areas for the
implementation of the SDGs require a collaborative
multi-stakeholder forum with participation of all
stakeholders and United Nations (UN) agencies, including
the World Intellectual Property Organization (WIPQ). The
phrase of ‘stakeholders’ can also refer to holders of
traditional knowledge. Nevertheless, it is important to
mention that we need, in fact, to make a complete
integration between traditional knowledge and scientific
knowledge societies associated with genetic resources
for an appropriate and effective protection of the rights
of different stakeholders and achieving sustainable

development.

28 Charter of Economic Rights and Duties of States (n 10).
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Considering the provisions of the introduction and
paragraph 1 of Article 15 of the CBD, a fundamental
change is observed in the status of genetic resources.
Prior to the ratification of the CBD, genetic resources
were considered as the ‘common heritage of mankind.’
However, this concept is mentioned as a ‘common
concern for all humanity’ in the introduction of the CBD
in the context of a more general concept of biodiversity
in which genetic resources are considered as one of the
main components of biodiversity.2? Article 1 of the CBD
defines biodiversity as its objective but the need to
respect all rights over genetic resources and to
technologies, and in particular, according to paragraph 2
of Article 16, the need to respect the IP rights associated
with these resources have also been explicitly
emphasized. Nevertheless, it is important to note that
under paragraph 5 of Article 16 of the CBD, IP law should
be supportive of and not run counter to the objectives of

the CBD.3°

In general, four models can be conceived for managing
PGRs and innovations resulting from them: open sources,
collective ownership, individual ownership, and public
ownership. These four models are the basis for the study
and evaluation of the legal regimes governing genetic
resources.3! In this perspective, application of the
traditional concepts of ownership (property rights) on
genetic resources has faced some legal challenges and
difficulties. However, current legal approach to new
genetic resources as ‘intellectual assets’ has led to the
recognition of the new concept of ownership of genetic
resources in the IP system. In other words, due to the
potential commercial value of such resources, there is an

increasing tendency to recognize exclusive rights for

29 Biermann F, 'Common Concern of Humankind: The Emergence of a New
Concept of International Environmental Law' (1996) 34(4) Archive des
Vélkerrechts  <https://www.jstor.org/ stable/40798942>
11 August 2019.

30 MacManis CR, 'The Interface Between International Intellectual

accessed

Property and Environmental Protection: Biodiversity and Biotechnology'
(1998) 76(1) WASH. u. L. R.A, 255-280
<https://openscholarship.wustl.edu/cgi/viewcontent.cgi?article=1516&c
ontext=law_lawreview> accessed 30 June 2021.

31 Rodriguez CR, Dooren TV, 'Shifting Common Spaces of Plant Genetic
Resources: An International Regulatory Appraisal' (2008) 11(3) The
World Property, 176-202

Journal of Intellectual
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inventors or breeders of new plants or new plant
varieties. In this context, IP law and international trade
law have also facilitated the acquisition of exclusive rights
to such resources. In this section, we are going to study
the IP system for protection of improved or genetically
modified plant resources in terms of the international IP
law and the Iranian legal system.

A. EXCLUSIVE RIGHTS ON ‘IMPROVED’ OR
‘GENETICALLY MODIFIED’ PLANT RESOURCES IN

INTERNATIONAL IP LAW

The most important international instruments in this area
are the Paris Convention for the Protection of Industrial
Property (Paris Convention), the Agreement on Trade-
Related Aspects of Intellectual Property Rights (TRIPS

Agreement), and the International Union for the

Protection of New Varieties of Plants (UPOV Convention).

The Paris Convention was the first multilateral

international instrument to protect industrial property
rights. The Paris Convention recognizes the broadest
concept of ‘industrial property’. As per Paragraph 3 of
Article 1, ‘industrial property’ includes not only industry
and commerce proper but also agricultural and extractive
industries and all manufactured or natural products, for
example, wines, grain, tobacco leaf, fruit, cattle, minerals,
mineral waters, beer, flowers, and flour.32 Thus, the Paris

Convention, through the inclusion of agricultural

products in the conceptual umbrella of industrial

property, has made it possible to protect new PGRs.33
Although the Paris Convention provides the general
possibility of protecting agricultural products through the

patent system, at the time of its adoption, there was no

<https://doi.org/10.1111/j.1747-1796.2008.00342.x> accessed on
12 September 2019. See also Rabitz F, 'Managing Genetic Resources:
International Regimes, Problem Structures, National Implementation’
(2017) Earth System Governance Working Paper 2017, 37
<https://www.researchgate.net/publication/322118076> accessed
12 September 2019.

32 ‘Understanding Industrial Property’, (WIPO publication, Geneva, 2016)
<http://www.wipo.int/edocs/pubdocs/en/wipo_pub_895_2016.pdf>
accessed 2 November 2020.

33 Parvin MR, ‘Les Aspects Juridiques de la Brevetabilité des Inventions
Biotechnologiques : Comparaison Internationale' (PhD thesis, Université
de Paris 2007) 47.
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political will or specific stipulation for the universal
application of patents to plant products. For this reason,
it is also important to observe other related international

instruments.

The TRIPS Agreement includes three stipulations related

to agricultural products: geographical indications

(Articles 22-24); patent protection of agricultural

chemical products (Article 70.8) and plant variety
protection (Article 27.3(b)). The Agreement also
stipulates some environmental considerations for

acquiring IP rights over new genetic resources. In fact,
due to the unique status, importance and characteristics
of PGRs, legal instruments tend to approach the
conservation of these resources from the environmental
considerations and the sustainable development point of
views on one hand, and protection of the improved or
genetically modified plant resources as intellectual assets
on the other hand.3* The relationship between the TRIPS
Agreement and CBD is well demonstrated by the fact that
one of the preconditions for granting or keeping exclusive
rights over genetically modified plant resources is to
respect environmental considerations for reasons of
public order and morality. According to Article 27(2) of
the TRIPS Agreement, Member States are authorized to
exclude certain inventions from patentability in order to

protect human, animal, or plant life or health or to avoid

serious prejudice to the environment.

The TRIPS Agreement also allows Member States to
protect the inventions of microorganisms and non-

biological and microbiological processes for the

production of animals and plants (as examples of
agricultural genetic resources).3> Furthermore, the
Agreement requires members to protect plant varieties

using either patent rights or an effective sui generis

34 MacManis CR (n 30) 260-279.

35 Habibi MH, 'Environmental law' (1%t edn, Tehran University Publication
2017) 218.

36 Lightbourne M, 'Plant and Intellectual Property Rights in the US, Japan
and Europe' (Institute of Intellectual Property, Tokyo, 2005) 78-84.

37 Henning Grosse Ruse — Khan, 'Sustainable Development in international
Intellectual Property Law- New Approaches from EU Economic

Partnership Agreements?' (2010) International Center for Trade and
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system or some combination thereof. This flexibility in
granting different types of protection to plant varieties
(as a plant genetic source) indicates that there was no
consensus between Member States to provide a specified
legal system for protection of plant varieties. For
example, in Europe, plant varieties are not protected
through the patent system while they can be subject
matters of patent protection in the United States (US) by
plant patents (for new and distinct asexually reproduced
plants) and utility patents (for eligible patent-related
inventions including genes, traits, methods, and plant

parts), and Japan.3¢

The TRIPS Agreement also authorizes Member States to

exclude plants, animals, and essentially biological

processes required for their production from
patentability. It is important to mention that due to the
different levels of development, different national
policies may be adopted in this regard.3” While developed
countries try to consider protecting inventions through
the patent system, developing countries do not consider
this kind of protection to be in their best interest.
Developing countries which are generally the main
owners of agricultural genetic resources, want to receive
an appropriate share of the benefits arising from the
utilization of their genetic resources. They also insist on
the need to disclose the country of origin of genetic
resources.3® Based on the mentioned considerations, we
can generally conclude that improved and genetically
modified plant resources are considered as ‘intellectual

assets’ and can be protected under IP rights.

Accordingly, state sovereignty over natural genetic
resources is practically exerted through application of the
prior informed consent principle concerning the country

of origin of genetic resources, material transfer and

Sustainable Development Geneva
<https://www.ictsd.org/sites/default/files/research/2011/12/sustainabl
e-development-e28093-new-approaches-from-eu-economic-
partnership-agreements.pdf> accessed 18 September 2020.

38 Morgera E, ‘Conceptualizing Benefit-Sharing as the Pursuit of Equity in
Addressing Global Environmental Challenges' (2014) BENELEX Working
Paper 2014, 41 <https://ssrn.com/abstract=2524003>
11 August 2020.

accessed



WIPO-WTO Colloquium Papers, 2020, Special Edition

benefit sharing agreements. However, it also needs to be

completed by facilitating the adoption and
implementation of IP laws under public interest reasons
for promoting innovations in the agricultural and food
sector and protecting relevant new technologies such as

genetic engineering, gene editing, etc.

The UPQOV Convention, as another source of international
IP law, relates to the protection of ‘improved’ and ‘bred’
PGRs categorized as plant varieties. This Convention was
approved in Paris in 1961 and revised in 1972, 1978, and
1991. The purpose of this Convention is to protect new
plant varieties and plant breeders. The International
Union for the Protection of New Varieties of
Plants (UPQOV) is also an intergovernmental organization
based

in Geneva that was established by this

Convention.??

As mentioned before, the TRIPS Agreement requires
Member States to promote the protection of IP in the
agricultural sector and assure the protection of new plant
varieties through the patent system or an effective sui
generis system or by any combination thereof. After the
revision of the 1991 UPOV Convention and extending the
scope of breeders’ rights not only to the propagating
material but also to harvested material (including whole
plants and parts of plants), multiple concerns have been
raised in developing countries about the negative impact
of IP protection on farm activities, including reuse and
seed exchange by farmers.*0 For this reason, many
countries have joined the UPOV Convention while some
others have adopted non-Conventional models such as
the 2001 Act on the Protection of Plant Varieties and
Farmers' Rights of India (Indian Act).*! Indeed, the Indian
Act seeks to recognize both breeder and farmer rights by

allowing farmers to register the varieties they cultivate.

39 putfield G, 'The Role of the International Union for the Protection of
New Varieties of Plants (UPOV)' (2011) 12 Quaker United Nation Office,
Geneva <http://agrobiodiversityplatform.org/files/2011/04/UPOV-study-
by-QUNO_English1.pdf>accessed on 2 November 2019.

40 putfield G, ‘Intellectual Property, Biogenetic Resources and Traditional
Knowledge' (1%t edn, Earthscan 2004) 67.

41 Momenirad A, et al., 'Protection of biodiversity & Traditional Knowledge
in World IP System' (2013) 1(49) International Legal Journal, 233-262
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The Indian Act also contains benefit-sharing provisions
that allow individuals and communities to claim
compensation for their contributions to plant genetic
diversity.#2 In fact, because of the importance of
farmer’s/breeder’s motivation in agricultural extension
and resource availability, access and benefit sharing
could be also considered as one of the mechanisms for

achieving sustainable development and preserving

biodiversity.

In addition, it should be noted that environmental
considerations are also important in plant breeder rights.
In paragraph 3 of Article 15 of the UPOV Convention,
under the exemption of breeders, a breeder is authorized
to use protected plant varieties for breeding other
This

varieties. could be an effective factor for

conservation of PGRs and their improvement by
incorporating climate change adaptation. On the other
hand, public interest in environmental protection could
also be one of the reasons for restricting the rights of
plant breeders under paragraph 1 of Article 17 of the
UPQV Convention. The second goal of the SDGs which
focuses on food security, improved nutrition and

sustainable  agriculture, requires national and
international commitments to maintain the genetic
diversity of not only wild genetic resources but also
cultivated and improved seeds/plants, considering their
IP rights and fair and equitable sharing of benefits arising

from utilization of such genetic resources.

B. IP RIGHTS ON PLANT GENETIC RESOURCES IN
THE IRANIAN LEGAL SYSTEM

IP is one of the main issues underlying the new economic
policy of Iran, and it is considered as a platform for

development of the country. As mentioned above, the

<http://www.cilamag.ir/article_16005_65c98b0eba70292b43f30b2aaff0
d4e8.pdf> accessed 18 September 2020.

42 Bala Ravi S, 'Effectiveness of Indian sui generis Law on Plant Variety
Protection and Its Potential to Attract Private Investment in Crop
Improvement' (2004) 9 Journal of Intellectual Property Rights, 533-548
<http://nopr.niscair.res.in/bitstream/123456789/4887/1/JIPR%209%286
%29%20533-548.pdf> accessed 12 September 2019.
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TRIPS Agreement provides the possibility of protecting
new plant varieties via the patent system, or an effective
sui generis system, or by any combination thereof. Under
Iran’s legal system, in order to enhance scientific
capabilities in the field of agriculture and facilitate new
plant innovations, the 2003 Act of Plant Varieties
Registration, Control and Certification of Seeds and
Seedlings (Act) was enacted to protect new plant
varieties under a sui generis system. According to this Act,
for the purpose of safeguarding national interests and
organizing the process of controlling and certifying seeds
and planting materials, the Ministry of Jihad-e-
Agriculture is responsible for identifying and registering
the newly produced plant varieties and takes actions to
control and monitor the affairs related to Iran’s seed and

seedling.

In this perspective, Article 5 of the Act stipulates that
upon registration of an improved plant variety, its
breeder (legal or natural person) is entitled to IP rights
and shall be the sole commercial beneficiary of the
variety for a maximum period of 18 years. The breeder
can also assign these rights to any other natural or legal
persons. Based on paragraph 1 of Article 10 of the
implementing regulation of the Act, complied with
paragraph 1 of Article 14 of the UPOV Convention, any
use of propagating material of the protected plant variety

shall require the authorization of the breeder.

However, according to paragraph (d) of Article 4 of Iran’s

2007 Patents, Industrial Designs and Trademarks
Registration Act*® (Patent Act), ‘genetic resources and
their genetic components as well as biological processes’
are excluded from patentability. In general, this exclusion
has deprived many inventions of biotech scientists from

patent protection. Nevertheless, note 1 of Article 3 of the

43 2007 Patents, Industrial Designs and Trademarks Registration Act
<https://www.wipo.int/edocs/lexdocs/laws/en/ir/ir003en.pdf> accessed
17 December 2020.

44 2003 Act of Plant Varieties Registration, Control and Certification of
Seeds and Seedlings
<http://www.wipo.int/wipolex/en/details.jsp?id=7705> accessed

17 December 2020.
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2003 Act of Plant Varieties Registration, Control and
Certification of Seeds and Seedlings** explicitly and more
precisely considers only ‘non-improved” and ‘wild” plant
genetic resources as national genetic resources on which
the private sector is not allowed to get exclusive rights.
Therefore, it seems that the general exclusion of genetic
resources from being patented in paragraph (d) of
Article 4 of Iran’s Patent Act is an inappropriate
application of the exclusion stipulated in paragraph 3 of
Article 27 of the TRIPS Agreement which allows for an
exclusion and animals from

optional of plants

patentability.

Moreover, it is obvious that based on the subject matter
and technical nature of innovations resulting from
traditional (breeding) and modern biotechnology,
different legal protection systems may be applied. In Iran,
‘innovations’ related to plant varieties can be protected
under the 2003 Act of Plant Varieties Registration,
Control and Certification of Seed and Plant Material if all
requirements are met. However, legal protection of
‘inventions’ in genetic engineering using plant and animal
genetic resources is unresolved for a variety of reasons,
and such inventions are excluded from the national
patent system under paragraph (d) of Article 4 of Iran’s

Patent Act.

Opponents of patenting genetic resources raise moral
arguments to justify the exclusion of genetic resources
and their components from patentability under the
Patent Act. According to them, with the exclusion of
genetic resources and their components from the patent
system, the legislature lives up to its responsibility of
maintaining public order and morality.*> Nevertheless,
accepting morality as an explicit reason to exclude any

inventions contrary to public order and morality from

4 Khademi H, Abbasi M, 'Protecting Genetic Resources in the Light
Article 4(d) of Iran Patent, Industrial Designs and Trademarks Act' (2010)
4(12) Medical 105-130
<http://ijmedicallaw.ir/article-1-463-en.html> accessed
2 November 2019.

Iranian Journal of Law,
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being patented in paragraph (f) of Article 4 of the Patent
Act does not justify why the legislature has also excluded
genetic resources from patentability for the same reason.
In other words, while a general rule is stipulated in
paragraph (f), and its scope can also cover the genetic
resources and its components, we cannot accuse the
legislature of providing undue repeated provisions in this
Act. Therefore, the philosophy behind the exclusion of
genetic resources and their components set forth in
paragraph (d) must be based upon a different mindset

that set forth the exclusion in paragraph (f).

According to opponents of patenting genetic resources,
the other reason for the exclusion relates to the necessity
of conservation of genetic resources as public wealth (not
private property) as well as the prevention of eventual
uncontrolled access to such

biopiracy through

resources.*®

We argue that apart from the difference between the
legal status of ‘natural’ genetic resources (under state
sovereignty) and that of the ‘genetically manipulated’
resources (under IP rights), which was finally affirmed by
the Iranian parliament through its inquiry on
paragraph (d) submitted in 2010%7, the phrase ‘genetic
resources’ generally refers to any genetic material of
actual or potential value. Genetic material refers also to
any material of plant, animal, microbial, or other origin
that contains functional units of heredity. Therefore, the
question is how ‘plant/animal genetic resources’ can be
considered as subject matters of protection under the
2003 Act of Plant Varieties Registration and the 2006 Law
on Comprehensive System of Animal Husbandry?*, but
the same genetic resources are excluded from
patentability for moral or bio piracy reasons under the

Patent Act.

46ibid 115.

47 The response of the parliamentary inquiry was that the exclusion of
genetic resources from patentability includes natural genetic resources
and components as well as natural biological processes. It does not
include genetically engineered synthetic sources or artificial processes
designed and constructed.

4 2006 Law on Comprehensive System of Animal Husbandry
<http://rc.majlis.ir/fa/law/show/136267> accessed 18 June 2020.
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Although legal protection of genetic resources shall be
tailored according to national economic, legal, political,
and environmental conditions, but bringing them
together only in the patent system, regardless of some
legal uncertainties and overlapping areas, cannot morally
and legally justify the exclusion of genetic resources and
their component from the Patent Act. This practically
leads to non-patentability of a large number of
biotechnological inventions.

Meanwhile, the objectives of genetic resource
conservation and prevention of biopiracy should be a
priori met through the appropriate known mechanisms,
such as those stipulated in the Nagoya Protocol on Access
and Benefit-sharing, rather than through the exclusion of
genetic resources from the patent system.*® It is worth
mentioning that Article 4 of the Patent Act has been well
revised under the Parliament Plan on Industrial Property,
submitted in 2013 whose final ratification can partially be
in favor of bio-patents and specifically, the patent

applications on PGRs.

Meanwhile, Article 5 of the 2018 Law on Protection and
Exploitation of Genetic Resources also prohibits the
ownership of ‘natural’ genetic resources, or their
constituents as found or protected in natural habitats or
used by farmers and exploiters (natural and legal
persons). Note 1 of this law considers genetic breeding
and genetic manipulation methods to be protectable

under IP laws.50

In general, according to the lIranian legal system,
unmodified and wild PGRs are considered as ‘public
property’ and out of the domain of IP law. Given the fact

that these resources constitute the raw materials of

4 Moodi O, 'Addressing Biopiracy through an Access and Benefit Sharing
Regime-Complex: In Search of Effective Protection for Traditional
Knowledge Associated with Genetic Resources' (2016) 16(231) Asper Rev.
Int'l Bus. & Trade L
<https://heinonline.org/HOL/LandingPage?handle=hein.journals/asperv
16&div=10&id=&page=> accessed 12 September 2020.

50 The Law on Protection and Exploitation of Genetic Resources
<https://rc.maijlis.ir/fa/law/print_version/1076978>
3 January 2022.

accessed
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biotechnological innovations, the question that may arise
is how to grant exclusive IP rights to the innovations that
consist of genetic materials as public property. Therefore,
because of the contribution of agricultural innovations to
economic growth, environmental quality and food
security recognizing temporary IP rights on modified
genetic resources for public interest purposes can be also
regarded as an economic and social necessity.
Concerning plant innovations based on PGRs, it can also
be argued that although the natural resources
themselves are public property, any resulting innovations
are different novel products that satisfy the legal
requirements prescribed by the Patent Act or the
2003 Act of Plant Varieties Registration, Control and
Certification of Seed and Plant Material. In addition, it is
worth mentioning that granting IP rights to PGRs does not
ignore or diminish the importance of public property. In
fact, granting IP rights to PGRs has been officially
authorized to ensure public interest, and the protected
PGRs will finally be returned to the public domain after

the expiration of IP protection period.5!

After reviewing the issues related to the approaches of
international environmental law and IP law on the legal
status and manner of conservation and exploitation of
PGRs, we intend also to study some principles of
international environmental law and analyze their
applicability in the IP system for more illustration of the

interaction between the two branches of law.

4. DELIMITING THE SCOPE OF INTERACTION

BETWEEN ENVIRONMENTAL LAW AND IP LAW

51 See also WIPO Report, Study on Patents and the Public Domain,
Committee on Development and Intellectual Property, CDIP/8 (2012)
<https://www.wipo.int/meetings/en/doc_details.jsp?doc_id=203799>
accessed June 2021.

52|LA Resolution No. 5 of 2010, The International Law on Biotechnology at
preamble
<https://ila.vettoreweb.com/Storage/Download.aspx?DbStorageld=117
1&StorageFileGuid=41ebb8ce-87d1-4fc5-bbcc-9d5e488a3df7> accessed
on 28 June 2021.
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IN TERMS OF THE PRINCIPLES OF

INTERNATIONAL ENVIRONMENTAL LAW
Principles of international environmental law are
required to govern the intersections between global
priorities and norms relating to biotechnology and
sustainable development.5? Thus, in the context of
biotechnological innovations, it is important to develop
and appropriate techniques for

legal approaches

coordinating and, where necessary, integrating
international IP and environmental regimes for address in

multidisciplinary challenges.

A. PRINCIPLE OF INTEGRATION

Sustainable development at a minimum requires the

integration of environmental concerns in decision-
making. The right to development is addressed in
paragraph 2 of the introduction of the Declaration on the
Right to Development, adopted on 4 December 1986 by
the UNGA. It states, ‘Recognizing that development is a
comprehensive economic, social, cultural and political
process, which aims at the constant improvement of the
well-being of the entire population and of all individuals
on the basis of their active, free and meaningful
participation in development and in the fair distribution
of benefits resulting there from’.>3 In fact, the goal of
sustainable development, which is also mentioned in the
Rio Declaration, is that all activities that take place in the

environment should take into account environmental

considerations.>*

The principle of integration, as stipulated in the Rio
Declaration, addresses environmental concerns as a

fundamental issue and considers the dependency of

53 Declaration on the Right to Development, Adopted by General
Assembly 41/128 of 4 December 1986
<https://www.ohchr.org/en/professionalinterest/pages/righttodevelop

resolution

ment.aspx> accessed 30 June 2021.

5 Rio Declaration, Declaration on Environment and Development,
UNESCO, Rio de Janeiro, 1992, A/CONF.151/26
<https://www.un.org/en/development/desa/population/migration/gene
ralassembly/docs/globalcompact/A_CONF.151_26_Vol.l_Declaration.pdf
>accessed 17 June 2021.
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environmental protection on the government and its
legislative and economic instruments.>> The main goal of
this principle is to integrate policies, economic and
actions  with environmental

cultural respect to

considerations.

In this regard, Principle 4 of the Rio Declaration affirms
that States, in order to achieve sustainable development
and environmental protection, should consider
environmental protection as an integral part of the
development process and should not consider them
separately. Article25 also stipulates that peace,
development, and environment are interdependent and
indivisible. This principle has also been affirmed in other
international instruments. For example, the implications
of interdependence and integration in paragraph 6 of the
1995 Copenhagen Declaration on Social Development
that  economic social

indicates development,

development, and environmental protection are
interdependent and mutually they reinforce components
of sustainable development.>¢ Moreover, paragraph 5 of
the 2002 Johannesburg

Declaration, regarding

sustainable development, emphasizes a collective
responsibility to advance and strengthen the economic
development, social development, and environmental
protection at the local, national, regional, and global

levels as pillars of sustainable development.>”

Article 6 of the CBD also encourages Member States to
adopt strategies, plans, and programs that are consistent
with protecting the environment and contribute to the
sustainable use of biodiversity. The key commitments of
States to the sustainable use of biodiversity are
highlighted in Article 10 of the CBD which implies the
integration of domestic policies and decisions on the
conservation and sustainable use of biological resources

and the adoption of measures that avoid or minimize

55 Abdol Majid M, et al., 'The Principle of Integration in International
Sustainable Development Law with Reference to the biological Weapons
Convention’ (2018) 8(2) Sustainability, 166-167
https://www.mdpi.com/2071-1050/8/2/166 accessed 18 June 2021.

56 1995 Copenhagen Declaration on Social Development — A/CONF.166/9
Chapter|l, Annex| — UN Documents: Gathering a body of global
agreements
<https://www.un.org/en/development/desa/population/migration/gene
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adverse impacts on biodiversity. Emphasis has been
made on cooperation between governmental authorities
and the private sector in developing methods for the
sustainable use of ‘biological resources’, supporting local
populations in developing countries, and implementing
traditional cultural practices that are consistent with
conservation and sustainable use requirements. SDG 13
also requires integration of climate change measures into

national policies, strategies, and planning.

Therefore, it seems IP law and its related standards and
policies are also not exceptions to this rule. In fact,
law  does influence the

environmental greatly

technologies available to society and the related
regulations restrict the use of harmful technologies. In
this regard, Article 8(1) of the TRIPS Agreement stipulates
also that Member States, while formulating or amending
their national laws and regulations, may adopt measures
necessary to protect public health and nutrition and
promote public interest in sectors vitally important to
their socio-economic and technological development,
provided that such measures are consistent with the
provisions of the Agreement. In addition, Article 27(2) of
the TRIPS Agreement also allows Member States to
exclude patentability of inventions that will seriously

prejudice the environment.>8

Although environmental considerations are not explicitly
mentioned in Article 4(f) of the Patent Act, but the
revised version included in the 2013 Parliament Plan on
Industrial Property, recognizes the importance of these
considerations in the framework of ‘public order,’
‘morality,” and ‘religious standards’ in Iran. In general,
environmental reasons can always be a logical basis for
preventing the grant of patent protection in both

developed and developing countries.

ralassembly/docs/globalcompact/A_CONF.166_9_Declaration.pdf>
accessed 20 June 2021.

57 Johannesburg Declaration on Sustainable Development —
A/CONF.199/20, UN Documents: Gathering a body of global agreements
2002  <https://digitallibrary.un.org/record/478154?In=en>
20 June 2021.

58 Agreement on Trade-Related Aspects of Intellectual Property Rights
(TRIPS Agreement), WIPO Lex No: TRT/WT001/001 (WIPO) 1994.

accessed
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However, it is important to note that the ambiguity of

some terms such as ‘serious prejudice to the
environment’ and lack of adequate clarifications on the
related legal and technical factors of how this can be
appropriately determined and applied, can be considered
as the origin of different interpretations of Article 27(2)
of the TRIPS Agreement. For example, if the criteria for
determining a situation based on public order or morality
is ‘serious prejudice’ to the environment, the threshold of
prejudice and the legal approaches adopted to reject or
accept some environmental risks, will certainly be
different in each country. Based on this presumption, in
decision T 356/93 the EPO’s board of appeal pointed out
that although the documents submitted by the appellant
provided evidence of possible hazards from the
application of genetic engineering techniques to plants,
they did not lead to the definite conclusion that the
exploitation of any of the claimed subject-matter would

‘seriously prejudice’ the environment.>®

Apart from justifiable national cultural or religious
differences, some national controversial or extreme
approaches to environmental risks may also be the result
of the inappropriate interpretations and mechanisms for
raising public awareness and information access. For
instance, whereas there is no scientific consensus on
some environmental risks, it doesn’t seem logical and
justifiable for claiming a particular level of risk and
causing technophobia through its publication on social
media sites. Hence, the integration of environmental
considerations into IP law, and in particular, patent law,
can be more effective if other related principles of
international environmental law, such as precautionary
principle, and proportionality principle can also be

applied.

59 Plant Genetic Systems N.V., et al. v. Greenpeace Ltd. (1995) EPO, ECLI:
EP: BA: 1995.
60 poorhashemi A, Arghand B (n 12) 282.
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B. PRECAUTIONARY PRINCIPLE

The precautionary principle acts as one of the key
principles in environmental conservation and sustainable
development by preventing or minimizing potential
environmental degradation. Compensation for serious
prejudices to the environment, including the extinction of
animal and plant species, soil erosion, or even the
discharge of enduring pollutants in the sea, which create
irreversible environmental

situations, is principally

impossible. Many international environmental

instruments, such as the Rio Declaration, the
1992 Convention on Climate Change, and the CBD, have
mentioned this principle.®% As part of the introduction of
the CBD, which emphasizes the precautionary principle,
it is stipulated that where there is a threat of ‘significant’
reduction or loss of biological diversity, lack of full
scientific certainty should not be the reason for
postponing measures that would avoid ‘or minimize’ such
a threat. In accordance with Article 15 of the Rio
Declaration, in order to protect the environment, States
shall apply the precautionary approach based on their
capabilities and ‘environmental impact assessments’ in
accordance with Article 17 of the Rio Declaration. This
principle is also one of the pillars of the European Union's
the 1992 Maastricht

environmental under

policy
Treaty.5!

The 2000 Cartagena Protocol has specifically emphasized
the precautionary principle throughout its provisions.
The Biosafety Protocol, which requires exporters to
obtain prior informed consent from an importing country
in order to regulate and control the transboundary
movement of living modified organisms and to prepare
and set up the documentation for risk assessment and
risk management, has taken an effective step in using the
Article 4 of the Biosafety

precautionary principle.

Protocol has also become a prerequisite for

transboundary movements, transit, handling, and use of

61 Taghizadeh Ansari M, 'International Environmental law' (1%t edn,
Khorsandi 2014) 218- 221.
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all living modified organisms, which may have adverse
effects on the conservation and sustainable use of
biological diversity (including plant genetic diversity). The
introduction of the Convention on Environmental Impact
Assessment in a Transboundary Context (Espoo 1991) has
also predicted the need for and importance of developing
policies for the prevention, protection, reduction, and
special care of the harmful effects of the environment in
general, and

in particular, in the transboundary

movement.52

As clarified in the Biosafety Protocol, the subject of the
precautionary principle seems to be different from the
subject of the prevention principle.®3 Indeed, the former
refers to ‘risks” with a potential characteristic while the
latter refers to ‘dangers/harms’ with a definitive
characteristic. Thus, it is important to mention that the
effective and appropriate application of this principle in
the context of IP law depends on some essential
requirements. The first requirement is that the risks
should be considered as potentially ‘in future’. This
means that application of public order and morality
under precautionary reasons in the patent system can be
acceptable if the adopted measures are aimed at
potential risks for the environment in the future. The
second requirement is that the potential risks should be
considered as ‘serious and important’. Accordingly, the
precautionary principle can be applied to exclude some
inventions from patentability under public order and
morality reasons if the potential risks are considered
legally and technically as important and serious for the

environment, particularly through an appropriate and

sufficient assessment of risks.

62 Habibi MH (n 15) 344-350.

63 pereira Di Salvo CJ, Raymond L, 'Defining the precautionary principle:
an empirical analysis of elite discourse' (2010) 19(1) Environmental
Politics, 86-106 <https://doi.org/10.1080/09644010903396119>
accessed 2 November 2020.

64 Annual report of EEA 2013, 681
rte.eu/projects/precautionary> accessed 10 June 2021.
65 SPS is the Agreement on the Application of Sanitary and Phytosanitary
Measures. This Agreement entered into force with the establishment of
the WTO on 1 January 1995.

66 Ansari AH, Wartini S, 'Precautionary Principle under the SPS Agreement:
A Critical Exposition' (2013) 7(4) Advances in environmental Biology, 653—

<http://erda-
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In fact, a link needs to be highlighted between the
principle of precaution and the risk assessment and risk
management mechanisms of the Cartagena Protocol.
Meanwhile, an appropriate management of risks and
uncertainties in the ecological system is also important
for progressing the SDGs.%* Therefore, it seems that when
risk management is well prepared and based on national
technical capabilities, it does not necessarily need to take
the preventive measures against patentability or

exploitation of the relevant gene engineering

technologies.
Such legal uncertainties may also arise from the
difference in the precautionary approaches outlined in
international environmental instruments (such as the Rio
Declaration and the CBD) with some World Trade
Organization (WTOQ) Agreements (such as the Agreement
on the Application of Sanitary and Phytosanitary
Measures — SPS Agreement®®). In fact, in accordance with
the precautionary approach adopted by the Rio
Declaration, the CBD, and the Cartagena Protocol,
Member States have the possibility to take the preventive
measures for an indefinite period in order to prevent or
minimize potential environmental risks. However,
according to the SPS Agreement, a Member State’s
obligation is to

adopt preventive measures by

considering some important criteria such as the
‘provisional nature’ of the preventive measures and the
adoption of preventive measures ‘only’ to the extent
necessary to protect animal or plant life or health
‘supported by sufficient scientific evidences’.56 Hence,
the application of the precautionary principle in the IP
the

context could be also different based on

two mentioned approaches.’” However, any extreme

667
<https://www.researchgate.net/publication/282720825_Precautionary_
principle_under_the_SPS_Agreement_A_critical_exposition>
18 September 2019.

67 Reynolds G, 'The Precautionary Principle and its Application in the
Intellectual Property Context: Impact
Assessment' in Scassa T, Goudreau M, B Doagoo BX, Saginur M,

accessed
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(1t edn, Irwin Law 2013) 95-113 <https://ssrn.com/abstract=2347922>
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approach of the principle is susceptible to have negative
effects on the public interest as well as the fundamental

right of access to new technologies.

Inappropriately, a high level of environmental protection
seems to be achieved only through the adoption of
preventive measures against not only the well-
determined risks but also against those concealed by
uncertainty even though they could be well managed.
Moreover, the application of the precautionary principle
shall be in proportion to other rights and obligations in
the field of IP rights. For instance, the right to
environmental protection shall be guaranteed, also
taking into account the right to legal protection for
biotechnological inventions without any discrimination
as stipulated in paragraph 1 of Article 27 of the TRIPS
Agreement. Therefore, the need to ensure and use of
proportionality in regulatory decision-making which can
enforce environmental rights, IP rights, and society rights
lead us to also examine the principle of proportionality in

order to maximize the environmental objectives and

other related rights.

C. PRINCIPLE OF PROPORTIONALITY

The principle of proportionality in international
environmental law is characterized by the ‘proportionate’
and  ‘accurate’  application of  environmental
considerations, including the sustainable development
and non-adverse use of biodiversity when interacting
with other related rights.®® According to Article 2 of the
CBD, the sustainable use of biodiversity is, in fact, the
method that conserves biological resources to meet
current and future generational needs and motivations.
The sustainable use of biodiversity also relates to some
human rights such as the right to food and food security

for present and future generations.®® Generally, to

68 Schueler B, 'Methods of Application of Proportionality Principle in
Environmental Law' (2008) 35(3) Legal Issues of Economic Integration,
231-240 <https://heinonline.org/HOL/LandingPage?
handle=hein.kluwer/liei0035&div=23&id=&page=>
8 August 2019.
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balance environmental rights and other related rights, we
need to actually draw boundaries and proportionally take
into consideration all required subjects that intervene
among them. Indeed, apart from the inherent priority of
some human and environmental rights over other rights
such as IP rights, it does not seem reasonable, in the
event of conflict, that other rights might be completely
ignored. The maximum respect for all kinds of rights is the
main objective of the principle of proportionality.
In accordance with Article 10 of the CBD, each
contracting party shall take ‘as far as possible’ and as
‘appropriate’ the measures in relation to the use of
biological resources to avoid or minimize adverse impacts
on biodiversity. The terms ‘as far as possible’ and ‘as
appropriate’ specifically represent the principle of
proportionality and mean that the implementation of
preventive measures preliminarily requires the
application of the proportionality in determining the

type, time, and required extent of those measures.

Article 10 of the CBD also requires the integration of all
considerations on the ‘conservation’” and ‘sustainable
use’ of biological resources in national decision-making.
In addition, other measures should be taken to minimize
the adverse impacts on biodiversity and sustainable use
of these resources in accordance with the traditional
cultural practices. Thus, it is important to mention that
the legal protection of indigenous populations for
promoting sustainable development and the appropriate
use of biodiversity is also a key factor in encouraging
collaboration between public and private entities. This
could be also another example for affirming the necessity
of the application of the principle of proportionality,
taking into consideration environmental law and IP law.

The principle of proportionality in WTO Agreements, such

as in paragraph 1 of Article 2 of the SPS Agreement, is

6 Boyle A, 'Human Rights or Environmental Rights? A Reassessment'
(2006) 18(3) 471-511
<https://ir.lawnet.fordham.edu/cgi/viewcontent.cgi?
article=1634&context=elr> accessed 14 October 2018.

Fordham Environmental Law Review,
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embodied in terms of ‘necessary to’, which refers indeed
to a requirement for establishing causal links between
actions and objectives.”? Moreover, according to
Article 5.6 of the SPS Agreement, Member States are
obliged to reduce negative effects to international trade.

Iu

In fact, SPS measures in this regard, shall “not be more
trade-restrictive than required to achieve” a Member’s
appropriate level of SPS protection. The same approach
has also been followed in the WTO jurisprudence. For
instance, the Appellate Body in the Tobacco case
(Australia)’® confirmed that tobacco plain packaging is

not more trade-restrictive than is necessary to meet its

legitimate public health objective.

Article 7 of the TRIPS Agreement’? interprets this
principle as an affirmation that the promotion of
technological innovation and transfer of technology is
based on the principle of fairness and the protection of IP
rights. In the same context, paragraph 2 of Article 8 of the
TRIPS Agreement states that Member States should lay
down the necessary provisions to protect public health
and nutrition as well as to promote the public interest in
sectors of vital importance to their socio-economic and
technological development, provided that such measures

are consistent with the provisions of the Agreement.

5. CONCLUSIONS

One of the main goals of protecting and enforcing IP
rights in the field of PGRs is to achieve sustainable
development through a balance between different rights

and duties.

The principles of environmental law aimed at biodiversity
conservation and sustainable use of PGRs have been

jointly considered in international legal instruments, such

70 Veinla H, 'Determination of the Level of Environmental Protection and
the Proportionality of Environmental Measures in Community Law' (2004)
9(89) Juridical International journal, 91-95
<http://www.juridicainternational.eu/public/pdf/ji_2004_1_89.pdf>
accessed 14 October 2018.

7 [2020] WT/DS 435/28 and WT/DS 441/29
<https://www.wto.org/english/tratop_e/dispu_e/435_441abr_e.pdf>
accessed 5 May 2022.
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as the CBD, the 1972 Stockholm Declaration, the TRIPS
Agreement and others. For instance, the obligation of
States concerning environmental technology access and
transfer is clearly expressed in Article 16 of the CBD
stipulating that each Member State shall provide or
facilitate the access and transfer of technologies for the
conservation and sustainable use of biodiversity or the
use of genetic resources. Moreover, IP law has also been
recognized as an effective means for conservation of the
environment through encouraging the development and
transfer of green

technologies, particularly agro-

biotechnology.

In fact, sustainable development requires a set of
interactive measures, including the protection of modern
agricultural technologies; the acquisition of scientific
knowledge for maximizing efficiency in the production of
agricultural crops; the achievement of food security; and
a facilitated cycle of science, technology, innovation, and
commercialization. Therefore, the coexistence and co-
targeting of IP law and environmental law in the field of
PGRs is fruitful for not only earning profit and promoting
innovation, but also for guaranteeing environmental

protection and sustainable use of such resources.

However, there are some concerns about eventual
reverse impacts on environment. For example, IP rights
may motivate natural or legal persons to further use and
acquisition of more economic benefits from PGRs which
may lead to loss of biodiversity. There are also some
concerns about the environmental risks that may result
from the release of genetically  modified
organisms (GMOs) into the environment. In dealing with
such uncertainties, it may be fruitful to adopt a
multidisciplinary approach with emphasis on the

principle of proportionality.

72 Article 7 of the TRIPS Agreement states: ‘The protection and
enforcement of IP rights should contribute to the promotion of
technological innovation and to the transfer and dissemination of
technology, to the mutual advantage of producers and users of
technological knowledge and in a manner conducive to social and
economic welfare, and to a balance of rights and obligations.” (TRIPS
1994).
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In this context, national legal systems should specify
appropriate methods that allow a country to determine
whether a decision taken by the national authorities on
plant genetic engineering, particularly on concerns of
environmental risks expressed against modern
biotechnology, is proportionate and not contradictory to
other fundamental rights such as IP rights. This allows for
a national understanding of how far public authorities
may go when acting in the interest of environmental

protection as well as other public interests.

Under the principle of proportionality, the content and
form of measures shall not exceed what is necessary to
achieve the objectives of the CBD and the TRIPS
Agreement. A high level of environmental protection is
generally indicated by the adoption of preventive
measures against not only well-determined risks, but also
against those concealed by uncertainty. However, the
precautionary principle shall be appropriately applied on
a case-by-case basis by considering other rights and
obligations without any discrimination. Measures based
on the precautionary principle must not be
disproportionate to the desired level of IP protection and
must not aim at zero risk. In general, all countries need to
resolve overlaps or perceived conflicts between
economic, social, and environmental concerns through
either an appropriate interpretation of existing laws or
the establishment of new ones that can balance the

competing goals.

In this context, it is worth noting that the 2018 Iranian law
on the protection and exploitation of genetic resources”
establishes new organization for managing agricultural
genetic resources whose duties under Article 3 cover all
aspects related to IP rights as well as environmental
rights. Specifically, the law not only recognizes the rights
of farmers, IP rights, and traditional knowledge
associated with genetic resources but also requires

necessary measures for identifying, preventing, and

73 The Law on Protection and Exploitation of Genetic Resources (n 50).
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minimizing threats to genetic resources and genetic

diversity.

Given the membership of the Iranian Department of
Environment (DOE) in the National IP Policy Making
Council, such multidisciplinary approaches, with an
emphasis on the principle of proportionality, can be used
practically in a way that will smooth the path toward
development of agricultural biotechnology inventions,
biodiversity conservation as well as proper management

of PGRs.
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9. REALITY CHECK: CORPORATE GOVERNANCE
TINGES ON THE COLLECTIVE MANAGEMENT
ORGANIZATIONS IN KENYA

Stanley Mbugua Njoroge”

ABSTRACT

This article discusses the application of corporate
governance principles by the collective management
organizations (CMO) in Kenya. It delves into issues that
are affecting realization of corporate governance
principles as espoused by the Organization for Economic
Cooperation and Development (OECD), the United
Nations (UN), and the Constitution of Kenya. The article
highlights the historical epoch of CMOs in Kenya and
seeks to identify the time when the rain started beating
the sector. The role of the Kenya Copyright
Board (KECOBO) has been prosecuted in the whole
scheme of things with a focus on its administrative action
and demonstration of how these actions have impacted
on CMO operations. The academic enterprise elucidates
status of CMOs as exposed by a forensic audit at the
behest of KECOBO. The article also proffers the views and
responses of indicted CMOs by highlighting issues that
have been cited as having contributed to the current
mayhem being experienced in the Kenya’s CMO sector.
These discussions are hinged on OECD literature, Kenya's
2010 Constitution, Copyright Act and related regulations
that have enunciated the relevance of prudent
management and leadership in the sector including the
principles of corporate governance, disclosures,
transparency and accountability. The paper elucidates
the actions that players need to take in order to turn the
tide in favor of copyright owners and users in equal

measure. Lastly, the article makes recommendations that

*Dr. Njoroge is an adjunct lecturer and teaches Media Law and Ethics,
including Copyright and related rights, at Kenyatta University’s School of
Creative Arts, Film and Media Studies. He also serves as the Chief
Executive Officer of Kenya Association of Music Producers. He has
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Certified Public Accountants of Kenya (ICPAK), the Kenya Broadcasting
Corporation (KBC) and Kenya Police Service among other public sector
institutions. He is also serving as a Council member at the Media Council
of Kenya and Tom Mboya University College. Dr. Njoroge holds a
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will elaborate on enhancing transparency, accountability

and corporate governance among Kenya’s CMOs.

Keywords: royalties, copyright, corporate governance,

accountability, transparency, collective management

organizations.

1. INTRODUCTION: BACKGROUND

The Kenyan music and copyright sector has been blighted
by numerous challenges that make it difficult for the
sector to realize its full potential. Against this backdrop,
the paper gives a snapshot of music and copyright sector
and examine the reason behind dreary performance of
the sector. Specifically, the paper addresses itself on the
following areas of focus: an assessment of application of
corporate governance principles by the collective
management organizations (CMO); an evaluation of
and

challenges befuddling CMO sector in Kenya;

proffering recommendations on how identified

loopholes can be addressed.

The paper therefore seeks to situate nexus between
efficacy of CMOs in the management of these rights on
one hand and the question of how the CMOs are adhering
to the principles of corporate governance and explore
factors that are hindering efficacy and efficiency of CMOs
in Kenya. The paper is based on qualitative research but
from optics of doctrinal and comparative undercurrents.
The secondary data is derived from the Constitution,
Copyright Act, Copyright regulations, journals, media
reports, case laws, and correspondences between Kenya
Copyright Board (KECEBO) and CMOs. The collected data
from those sources was analytically assessed and

apposite critique is proffered.

Doctorate Degree in film studies from Kenyatta University; a Master’s
degree in Intellectual Property (MIP) from Africa University, Zimbabwe; a
Master’s in Arts (Communication studies) as well as a Postgraduate
Diploma in Mass Communication from the University of Nairobi; a
Bachelor of Law (LLB) from Mount Kenya University and a Bachelor of
Education (Arts) from Egerton University. In recognition of his dedication
to Intellectual Property field and studies, the World Intellectual property
Organization (WIPO) awarded him a prize for the Second-Best Graduating
Student for 2016 MIP Class at Africa University.
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Collective management is a framework that enables
owners of copyrightable works to authorize a CMO to
monitor the use of their works.! The concept of collective
management has become an increasingly important
niche of investigation for a vast array of legal and

entertainment scholars.

The role of CMOs is realised through collectivization of

management of rights through which members
authorized them to manage these rights inter alia, enter
into licensing agreements with the users and monitor
exploitation of their works. This provides a structured
platform for exploitation of these rights2. Copyright like
any other corporeal property can be licensed, assigned,
or transferred by testamentary disposition or operation
by law. However, licensing and assignment only apply to
the economic rights3, which can be transferred in part or
in whole. In contrast, moral rights cannot be assigned or
transferred. They are known as the rights to integrity and
paternity. The economic rights include but not limited to
reproduction in any material form; adaptation or
translate; distribution to the public by way of sale, rent,
lease, hire, loan, importation; broadcast whole or part of
the work; communication to the public; public
Performance; and importation. Due to complexities
involved, the management, exploitation and
remuneration of creative sectors rely exclusively on

collective management frameworks.

The law has conceived CMO public entities that are
subjected to the exactitudes of rule of law, good
governance, integrity and transparency. There is an old
aphorism that holds that, “From everyone to whom much
was given, much will be expected. From the one who was
entrusted with much, much more will be asked.* This

aptly describes CMOs in as far as observance of rule of

L Fiscor M, Collective Management of Copyright and Related Rights’
(World Intellectual Property Organisation, Geneva 2002) 7.

2 WIPO, the Importance of Collective Management of Copyright and
Related Rights (WIPO National Seminar on Copyright, Related Rights, and
Collective Management, Khartoum, 2005) 63.

3 Copyright Act, 2001. S. 33.

4 Evangelical Heritage Version (EHV). Luke 12 47-49. The Holy Bible
(Evangelical Heritage Version, 2019.
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law and compliance with principles of accountability,

transparency and good governance are concerned.

The genesis of collective management of copyright dates
to the late 1700s. The practice begun earnestly in France
in 1777 and it initially incorporated dramatic and literary
works.> Through the years, the practice has been
accepted in many jurisdictions around the world with
musical works taking a lion share of established CMOs. In
Kenya and other Commonwealth countries, collecting
societies are usually not-for-profit organizations that are
responsible for protecting the rights of those they
represent.b They also take a percentage of the royalties
they collect to pay their staff and overheads.” Indeed,
most CMOs are private in that they are set up and run for
rights holders. They are not-for-profit in that the
remuneration they collect is not the money of the CMOs,

but money that they hold in trust for rights holders.”

The existence of collecting society in Kenya can be traced
back in 1914 when the Performing Right Society (PRS) for
Music was established in London, United Kingdom. The
PRS acted as de facto collecting Society in the United
Kingdom and its colonies including British Protectorate
comprising of Kenya and Uganda. The PRS continued to
exercise its role even after Kenya became a colony in
1920. Its influence was felt during the colonial the
colonial period and even after independence up to 1983
when the Music Copyright Society of Kenya (MSCK) was
founded. The MSCK operated without oversight until
2006 when the Copyright law was operationalized. In
2007, MCSK was granted a CMO license to collect on
behalf of authors and composers of musical works. The
law had in 2001, created and donated copyright

regulatory powers to the KECOBO.

5 CISAC: CISAC University-‘The History of Collective Management’
<https://www.cisac.org/> accessed 3 March 2022.

¢ Hofman J, ‘Introducing Copyright-A plain Language Guide to Copyright in
the 215t Century (Commonwealth of Learning, 2009) 55.

7 Koskinen-Olsson T, Lowe N, Educational Material on Collective
Management of Copyright and Related Rights Module 1: General aspects
of collective management (WIPO, 2012) 26.
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In 2008, KECOBO granted a CMO license to the Kenya
Association of Music Producers (KAMP). Incorporated in
2003, KAMP collect communication to the public and
broadcasting license fees on behalf of producers of sound
and audio-visual recordings. In 2009, the Performers
Rights Society of Kenya (PRISK) was incorporated and
given a CMO license to collect license fees on behalf of
performers in musical and dramatic works in 2010.

Over the years, users of copyrighted works have
challenged individual collection by licensed CMOs. This
birthed idea of joint licensing within CMO ecosystem
especially after KAMP and PRISK were licensed as CMOs
in 2008 and 2010 respectively. To start with, KAMP
entered a Memorandum of Understanding (MOU) with
MCSK for joint revenue collection in October 2008
whereby this partnership went on smoothly until

March 2010.

Negotiations between MCSK, KAMP and PRISK to have a
new MOU signed for joint revenue collection from both
public performance and broadcasting were initiated in
early 2011. The MOU was signed in May 2011 but soon
after made null and void after MCSK’s license was
revoked by KECOBO. With this new development, KAMP
and PRISK embarked on a joint revenue collections
initiative while MCSK continued to operate separately. In
2016, the discussions on revenue collections by the
three CMOs were revived by KECOBO as a condition for
licensing®. However, the discussions towards KAMP-
PRISK-MCSK tripartite licensing did not bear much fruit.
In March 2017, a new CMO by the name Music Publishers
Association of Kenya (MPAKE) was licensed to represent
the rights of authors, composers, and publishers instead
of MCSK. This new development paved way for renewed
discussions on a tripartite revenue collection and
licensing arrangement for the three licensed CMOs to
wit; KAMP, PRISK and MPAKE from April 2017. The actual

revenue collections under this arrangement kicked off in

8 Muendo S, Rot in artiste’s bodies exposed as stakeholders face Senate,
the Standard (Nairobi, 7 July 2021).

° Laban Juma Toto & another v Kenya Copyright Board & 13 others [2017]
eKLR.
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October 2017 and continued throughout 2018 until the
legality of MPAKE’s licensing was successfully challenged
by MCSK through a court process in Kakamega®. In 2019,
KAMP, PRISK and MCSK got their licenses from KECOBO
following due process as per the legal provisions and soon
embarked on a tripartite licensing structure by the three

CMOs.

A. CMOs ACCOUNTABILITY THROUGH PRISMS OF
CORPORATE GOVERNANCE

Corporate governance is the system of guidelines,
rubrics, and procedures through which an association,
organisation or a company is administered, managed,
supervised, controlled, guided, governed, directed.
Corporate governance encompasses harmonising the
welfare and interests of investors, stockholders, board
members, management, members, suppliers, society and
those who do business with an organisation?0,

The Organization for Economic Cooperation and

Development (OECD) has formulated principles of
corporate governance that should be observed by public
and private entities. These principles require such entities
to ensure that: corporate governance framework is
“overall

formulated in line with consideration of

economic performance, market integrity and the
incentives it creates for market participants and the
promotion of transparent and well-functioning markets.”
The entities are also obligated to ensure that legal and
regulatory requirements that affect corporate
governance practices are consistent with the rule of law,
transparency, and enforcement. Besides, the entities are
called upon to have a clear division of labour and duties,
roles, and responsibilities among different company
organs for the interest of company and public at large.
Regarding regulatory authorities, OECD principles of
corporate governance requires them to exercise their
and objectively.

authority diligently, transparently,

10 Chen J, Investopedia. What Is Corporate Governance? 4 July 2021.
<https://www.investopedia.com/terms/c/corporategovernance.asp>
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Governments are required to resource regulatory bodies
adequately in order to ensure that they executive their

mandate professionally and efficient manner?,

In the last few years, values of rule of law, transparency,
accountability, and good governance have become
hallmarks of management and leadership and are
continuously being ensconced in public and private
spheres. At a global level, the United Nations (UN)
conceived and unveiled the Sustainable Development
Goals (SDGs) in 201522, There are a total of 17 SDGs that
aim at promoting greater good and meaningful
livelihoods among the world inhabitants. SDG 16 speaks
directly to the issues of transparency, accountability, and
good governance. This goal seeks to promote peaceful
and inclusive societies for sustainable development by
providing access to justice for all and by building
effective, accountable, and inclusive institutions at all
levels. It urges State and State-non actors to respect the
rule of rule and to substantially reduce corruption and
bribery in all their forms. It urges for development of
efficient, effective, accountable, and transparent
institutions at all levels. This will ensure responsive,
inclusive, participatory, and representative decision-
making at all levels, and broaden and strengthen the
participation of developing countries in the institutions of

global governance.

In the context of Kenya’s 2010 Constitution?3, national
values and principles of governance are enshrined in
Article 10 while values and principles of public service are
encapsulated under Article 232. The Constitution lists
several national values to include rule of law, good
governance, integrity, transparency and accountability
and sustainable development. Article 2321 requires
public officers and public entities exercise their mandate

and authority efficiently, effectively through application

11 OECD (2015), G20/OECD Principles of Corporate Governance, OECD
Publishing, Paris, <http://dx.doi.org/10.1787/9789264236882-en>.

12 UN General Assembly, transforming our World: the 2030 Agenda for
Sustainable Development, 21 October 2015, A/RES/70/1, available at:
<https://www.refworld.org/docid/57b6e3e44.html>
18 May 2022.

13 Constitution of Kenya 2010, Articles 11, 40(5) and 69.

accessed
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of high standards of professional ethics. They are also
obliged to be accountable for their administrative
actions, be transparent while providing services and

provide to the public timely and accurate information.

By dint of these provisions, the CMOs and KECOBO are
bound by ligatures of corporate governance as espoused
by OECD, SDGs, the Constitution of Kenya and other legal

and policy instruments establishing these institutions.

B. COLLECTIVE MANAGEMENT OF RIGHTS IN
KENYA

The doctrine of collective management of rights is well
entrenched in Kenya. Courtesy of a robust constitutional,
statutory and policy interventions, intellectual
property (IP) rights are now firmly enshrined in the
Constitution. These rights are well encapsulated under
the 2010 Constitution?s Further, the existence of CMOs is
buttressed by Copyright Act® which makes provisions for
copyright protection in literary, musical, artistic works,
audio-visual works, visual artistes, sound recordings, and
broadcasts rights. The Act also makes provisions for
setting up of CMOs. It also prescribes compliance,
administration, and management requirements of these

organizations.

Section 37 of the Copyright Act establishes the KECEBO
as a body corporate capable of suing and being sued in its
own name. Its functions are outlined in section 58 of the
Copyright Act which include among others licensing and
supervising the activities of CMOs. It also administers and
enforce all matters copyright and related rights as
provided for in the Act and to deal with ancillary matters

connected with its functions.

Section 46(1)° provides that no person or association of

14 1bid 13.
15 1bid 13.
16 Copyright Act, 2001 amended in 2019. Government Printer, Nairobi.
7 1bid 15.
18 1bid 15.
19 1bid 16.
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persons shall commence or carry on the business of a
copyright CMO except under or in accordance with a
certificate of registration granted under the Copyright
Act. Section 46(6) of the Copyright Act permits the
KECEBO to assist in establishing a CMO in case it deems
expedient. KECOBO has so far licensed three CMOs
namely KAMP, PRISK and MCSK. These CMOs are
required to operate in line with established nuances of

corporate governance.

The current structure of CMOs falls within jurisdictions of
two Acts of Parliament namely the Copyright Act and the
Companies Act?0. Each CMO has a Board of Directors with
seven to nine members. The day-to-day operations are
executed by a Secretariat headed by a Chief Executive

Officer. CMOs are each issued with an annual license.

Since the enactment of the Copyright Act (2001), the
CMOs have made noticeable achievements through
entrenchment of corporate governance in their
operations. The CMOs have established governance
structures in line with the approved and adopted
Memorandum and Articles of Association. This has
ensured that all CMOs have a duly elected Board of
Directors and Secretariat. In addition, the Board of
Directors have established various committees as per the
Company’s Act, KECOBO circulars and good governance
principles to oversee and make sound decisions on
various functions pertaining to the operations of the
CMOs. In 2020, KECOBO issued Framework?! that inter
alia requires CMO Board to establish a maximum of
four Board Committee to wit: Audit, Risk and Legal
Committee; Human

Licensing Committee; Finance,

Resources and Administration Committee; and

Membership, Public Relations and Marketing Committee.

In addition, KECEBO requires CMOs to meet certain
corporate governance preconditions before being issued

with annual CMO license. These conditions include but

20 Companies Act, 2015. Government Printer, Nairobi.
21 Kenya Copyright Board, Medium Term Collective Management
Organizations (CMOs) Policy Framework (Kenya Copyright Board 2021) 7.
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not limited to holding of annual general meeting;
Allocation of 70% of revenue for royalty payments. Any
request for amounts above 30%, must be approved in
writing by the KECOBO Chairperson having received valid
reasons upon demonstrating efforts to reach the
threshold; payment of all applicable taxes; submission of
Board Calendar of Meetings; demonstrable efforts of cost
cutting measures to the Board of Directors;
implementation of the CMO Policy in toto; submission of
annual Audited Accounts; and an obligation to collect

royalties jointly under a tripartite arrangement.

The joint revenue collections venture is governed
through a tripartite Board comprising of respective CMOs
Board. The Board membership include seven Board
members from KAMP, seven from PRISK and eight from
MCSK. The tripartite Board is the top decision-making
organ in the joint venture and is charged with the
responsibility of making policies that guide in the day-to-
day operations. Before final decisions are made, issues
are first discussed at a nine-member operations
committee comprising three representatives from each
CMO. The chairing of tripartite meetings is handled on a
rotational basis for three months in each quarter of the
year. The CEO from each CMO also implement strategy
and policy directives by the tripartite Board.?2 The joint
license has made it easier for users to comply and
lowering license fee due to a reduced joint tariff. It has
reduced the cost of revenue collection through sharing of
personnel, regional offices, logistics and resources. It has
brought harmony and reduced acrimony among the
licensed CMOs experienced earlier when each CMO was

licensing on their own.?3

The tripartite arrangement has exposed some noticeable

challenges including delays in decision making,
interorganizational conflicts, and lack of policy
framework to guide operations of KPM, lack of

22 Kenya Association of Music Producers, Performance Society of Kenya
and Music Copyright Society of Kenya. Duties and Responsibilities of KPM
Quarter Leadership. 2019.

23 Kenya Association of Music Producers, Report Presented to the Senate
on Tuesday, 15 October 2021 (KAMP, 2021) 4.
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measurement of execution and corrective action at KPM

level.

CMOs are further subjected to rigours and exactitudes of
other legal and statutory requirements including the
provisions of the Companies Act. The Act permits
formation of CMOs as private companies limited by
guarantees. To this end, each CMO has set of
Memorandum and Articles of Association which spell out
the relationship between members and directors,
governance structures, terms and powers of Board of
Directors, decision making process, powers of members
as expressed through the annual general meetings and
powers of directors. The Act also obligates CMOs to file
annual returns showing whether there has been any
change on the structure of the company including

directors, shareholding among others.

Indeed, the CMOs have strived to comply with provisions
of Companies Act?* which require them to hold annual
general meetings and present the Audited Financial
Reports. However, holding of annual general meetings
for the CMOs did not take place in 2020 and 2021 due to
the COVID-19 pandemic, which precipitated imposition of
public health containment measures and protocols.
Despite the setback, the CMOs have resorted to using
online platforms to hold member meetings and to
conduct other business. There has been smooth

transition of leadership for the CMOs with elections being

held every three years.

2. SNARES AND TRAPS ENTANGLING KENYA’S
CMOs

The Copyright sector in the post-independence Kenya got
a boost in 1966 when the first Copyright Act was
established. This legislation was unsophisticated and
failed to introduce any form of regulatory and copyright
collective structures for exploitation of copyright. For

about 17 years Kenya operated without a CMO. In 1983,

24The Companies Act, 2015.
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the MCSK was born. However, it operated without any
form of government regulations, and it has been alleged
that MCSK created a monopoly that was marred with lack
of transparency and accountability. In 2001, the
Copyright Act was enacted and for the first time
introduced government regulation and framework of
collective management of copyright works. The law
allowed for the operationalisation of the KECOBO. It has
been argued that for eight years the power of KECOBO
was limited and this allowed CMOs to operate unabated.
As a result of this Copyright was amended in 2019 and
expanded powers of KECOBO over CMOs to improve their
integrity, transparency, accountability, good governance,

and their responsiveness to artists in terms to royalties’

collection and distribution.

These CMOs in Kenya have attracted criticism for
conducting their business without giving much attention
to corporate governance principles and for disregarding
laid out procedures and best practices?>. This has left
them reeling from negative publicity, distrust and apathy
from creative sector stakeholders. The challenges
befuddling copyright sector are commonplace. These
challenges include internal and external challenges. One

of internal challenge affecting CMOs revolves around

allegation of non-adherence to corporate governance.

According to KECOBO, the operational efficacy of the
CMOs have been cause of concern to the Board. This
concern has seen KECOBO revoke CMOs licenses on
several occasions. On 1April2011, MCSK was
deregistered as a CMO, for functioning inappropriately as
a CMO, pursuant to section 46(9) of the Copyright Act,
Cap 130. Five years later the same licensed was revoked
when KECOBO declined to renew MCSK license for 2017
this time for failing to submit audited accounts, a list of
its members and amount received in royalties contrary to

Regulation 16 of the Copyright Regulations of 2004.

The Society was ordered to cease collecting royalties until

2> Muendo S, Rot in artiste’s bodies exposed as stakeholders face Senate,
the Standard (Nairobi, 7 July 2021).
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the application of their license was reviewed.
Consequently, KECOBO designated MPAKE as a collecting
society for 2017. MCSK license was later reinstated in
2018.1n 2021, KECOBO revoked join license incorporating
KAMP, PRISK and MCSK for failing to meet licensing
conditions. In a press release issued on 24 August 2021,
KECOBO noted that decision to revoke the license was
arrived at after the three CMOs failed to meet the
stringent conditions. The CMOs were unable to hold
annual general meetings; allocate 70% of revenue for
royalty payment and engage with Kenya Revenue
Authority and resolve dispute on tax arrears.
Additionally, they were accused of failing to demonstrate
evidence of marketing and promotion of the use of ICT
collection system, uploading of repertoire to the system
under KECOBO supervision and delay in implementing

the CMO policy in total.

KECEBQ's decision to revoke the three CMO licenses has
impacted negatively on the collections. The public,
including CMOs' traditional users have as a result lost
trust in the CMOs and have since been withholding
payments until the matter, which is in court is resolved.
Further as indicated earlier, KECOBO discourages users
from making payments to the CMOs hence reducing the

compliance rate and in turn result in low collections.

The 2021 license revocation was largely informed by a

forensic audit report that largely indicted CMOs
operating in Kenya. In pursuant to Section 46E, the
KECEBO commissioned a forensic audit to establish
causes of underperformance by CMOs in Kenya. The audit
revealed certain weaknesses afflicting CMOs. The Audit
identified 13 key issues?® recommended for action.?’
These issues are highlighted as follows: Lack of guidelines
on the management of social-cultural funds, which are
provided for through MCSK and PRISK Memorandum and
Articles of Association. These funds are meant to serve

the interests of their respective members. The audit

26 Kenya Copyright Board, Forensic Audit Report for the Period 2017-2019,
2020 (KECOBO, 2021).

2 Kenya Copyright ‘CMOs Audit’.
<https://copyright.go.ke/media-gallery/news-and-updates/386-kecobo-

Board, Forensic
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revealed that CMO Board of Directors were conducting

their affairs without complying with corporate
governance principles. Some of the issues highlighted
unsigned

were unnecessary meetings; missing or

minutes, doubtful board decisions, lack of Board
oversight on critical governance areas such as audit,
finance and statutory compliance. The audit also
indicated that the Board's lack key skills necessary in the

running of the Board Affairs due to their composition.

The Board also lacked continuous in-depth induction and
training as well as gender inclusivity. Furthermore, it was
noted that Boards have been involved in turf wars with
management pointing to micromanagement tendencies.
This it was noted, was caused by lack of awareness of
Board roles or a structural flow in the CMO structure. The
issue of Board continuity was identified owing to lack of
retirement by rotation policy. The reported also cited
annual general meetings as failing to meet governance
standards. This was precipitated by inadequate
preparation. In some instances, CMOs failed to present

annual financial reports.

It was further noted that CMO Board do not have full
control and oversight of budget function resulting in poor
budget management, poor debt management and poor
financial discipline. Additionally, the Boards lacked work
plans, which led to increased board meetings. The report
also indicated that CMO did not have standard operating
procedures and internal policies such as Board Charter,
code of conduct for directors, by-laws, licensing policy,
procurement policy among other policy documents
which falls within the ambit of respective Board

mandates.

It is also apparent that most CMOs have inadequate

copyright expertise among the managers and members

to-forward-final-report-of-forensic-audit-on-the-operations-of-the-
three-collective-managment-organisations-to-law-enforcement-
agencies-for-fraud-investigation.html>.
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of the organizations.® This has continued to haunt their
operations a fact that evidenced by poor score on

corporate governance parameters.

CMOs were called out for failure of remitting statutory

deductions on time. It is a cardinal crime for an
organisation to fail remit statutory deductions when they
fall due. These statutory deductions that are applicable to
CMOs include remission of Pay as You Earn (PAYE),
National Hospital Insurance Fund (NHIF), the National
Social Security Fund (NSSF), and Higher Education Loans

Board (HELB).

The CMOs were put to task for failing to give full
disclosures on their operations.?® The inability to give full
disclosure affects negatively on the quality and quantity
of collection and distribution of royalties by CMOs. In
addition, the Board committee’s structure did not
address adequately the matters that are supposed to be
conversed by the Board. Some CMOs did not have audit
committees as well as internal audit function. “We note
that after the onset of joint operations between KAMP,
PRISK and MCSK, this function is yet to be operationalised

at a joint level.” 30

Failure by CMOs to comply with statutory requirements
was also cited. CMOs were unable to comply with
KECOBO’s recommended administrative ratio of 30:70,
30% for administrative cost and 70% as royalty eligible for
distribution to members3%. The forensic audit disclosed
that CMOs were owing Kenya Revenue Authority in
unpaid VAT taxes running into millions of shillings. The
CMOs have been accused of misusing royalties at the
expense of member interests. The issue of diversion and
misuse of royalties has remained a sticky matter for

decades. For instance, in 2019, President Uhuru Kenyatta

2% Sihanya B, ‘Copyright Law in Kenya’ (2009)
<https://innovativelawyering.com/attachments/article/26/Copyright%2
0Law%20in%20Kenya%20-%20Prof%20Ben%20Sihanya.pdf>
3 March 2022.

2 |bid 31.

30 |bid 33.

31 Kenya Copyright Board, CMOs Regulations 2018, Clause 3(2)(e).

32 Jsaya G, ‘Uhuru Unveils Measures to Protect Musicians from
Exploitation’ Newsgram (Mumbai, 25 August 2019).

accessed
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called out CMOs for paying small amount of royalties to
artists. The President informed the nation that, CMOs
collected more than KES 200 million but ended up
The

spending 60% on administrative expenses.3?

allegations of misappropriation of funds led to
suspension of MCSK Chief Executive Officer, Maurice
Okoth, and his management team in March 2016. Soon
thereafter, Okoth resigned and criminal charges were

preferred against them.33

One of cardinal roles of the Board is to manage risks.
However, the audit indicated that CMOs lacked risk
management policies. This implies that CMOs are notin a
position to increase risk awareness and hence enable

Secretariat to identify, assess and control risks.

CMOs RIGHT OF REPLY

CMOs have not been sitting on their laurels but have
been keen on devising means and ways of circumventing
governance and administrative barriers plaguing the
industry. The issues of governance have remained sticky
subject for Kenyan CMOs. Whereas the entities have
been accused of flagrantly ignoring the dictates of
Corporate Governance, the CMOs have on several
occasions defended themselves against these
accusations citing external factors that have led to dismal
performance. They portend that a requirement for
annual license as being disruptive to a CMOQO’s strategic
plan and operations. Concerning joint licensing, CMOs
have accused KECOBO of abusing its administrative
powers. They allege that KECOBO is unwilling to issue
them with operational license on time34. The Copyright
Act provides that CMO licenses should be an annual
(12 months) license valid only until 31 December every

year, but the last license to be issued to CMOs was in

33 Nzomo V, "MCSK Board Unceremoniously Removes Long-serving CEQ’,
IP Kenya (2016), <https://ipkenya.wordpress.com/2016/04/04/mcsk-
board-unceremoniously-removes-long-serving-ceo/#more-6188>
accessed 12 January 2022.

34 Music Copyright Society of Kenya, ‘Music Copyright Society of Kenya's
Statement on Kenya Copyright Board’s Long Standing Unfair and IlI
Intended Regulation of Collective Management Organizations’ (2021)
<https://mcsk.or.ke/press-release-kenyas-statement-on-kenya-
copyright-boards/> accessed 3 March2022.


https://innovativelawyering.com/attachments/article/26/Copyright%20Law%20in%20Kenya%20-%20Prof%20Ben%20Sihanya.pdf%3e%20accessed
https://innovativelawyering.com/attachments/article/26/Copyright%20Law%20in%20Kenya%20-%20Prof%20Ben%20Sihanya.pdf%3e%20accessed
https://ipkenya.wordpress.com/2016/04/04/mcsk-board-unceremoniously-removes-long-serving-ceo/#more-6188
https://ipkenya.wordpress.com/2016/04/04/mcsk-board-unceremoniously-removes-long-serving-ceo/#more-6188
https://mcsk.or.ke/press-release-kenyas-statement-on-kenya-copyright-boards/
https://mcsk.or.ke/press-release-kenyas-statement-on-kenya-copyright-boards/
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2020. This means that MCSK, KAMP and PRISK operated
without a license for failing to meet the terms and

conditions for provisional licenses.

The CMOs have termed these licensing conditions as
being rigid, impractical, and going against provisions of
their Memorandum and Articles of Association. The
regulator has also been accused of not exercising good
faith, a fact that saw KECOBO revoking CMOs operating
license on 23 August 2021. The CMOs are of the view that
the Regulator did not avail to them or the public a
reasonable justification for withdrawal of their operating
license and therefore the move by the regulator was in its
entirety unwarranted. They also note that the Regulator
failed to renew in writing their operating license for 2021
and that the CMOs have operated on the word of the
Regulator since January 2021 until the license was
withdrawn. Again, there was no reasonable justification
for the Regulator’s failure to issue in writing a renewal of
the license. These actions undermine the whole

architecture of good governance principles on the part of

the regulator.

Dissatisfied with this action, CMOs sought a reprieve from
Court where the KECOBO’s decision, to revoke their
licenses, was suspended. Today, CMOs are operating at
the mercy of a Court Order3>. Despite Court ruling in their
favour, the CMOs are smarting from effects of negative
publicity arising from KECOBOQO’s action. The public
confidence in CMO is at its lowest ebb as evidenced by
low collection and compliance levels by users of

copyrightable works.

The issue of revocation of licenses has been a perennial
occurrence. This has seen MCSK license revoked in 2011,
2017 and 2020. On 10 December 2020, KECOBO informed
MCSK that its 2020 CMO license had been revoked,
two weeks before it expired. This was done without any

justifiable reasons, without giving MCSK an opportunity

35 Kenya Copyright Board v Music Copyright Society of Kenya & two others
(2021) (undecided case).
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to be heard on any allegations that would warrant such
an action and failing to abide by any of the laid down
procedures within the provisions of The Constitution of
Kenya, The Copyright Act and Fair Administrative Actions

Act, Laws of Kenya3®.

These actions, delays, and uncertainties in issuance of a
CMO license greatly affects KAMP, PRISK and MCSK in
collection of royalties (increases resistance to comply by
users), implementation of strategies and general
governance. Additionally, the action by the regulator
negates ‘going concern accounting principle’, which
assumes that CMOs as business entities will remain in
business for the foreseeable future and that they will not
be compelled to cease their operations. However, Kenyan
CMOs, the going concern principle is compromised by
actions of the regulator. This in turn has affected CMOs
corporate governance, and

operational structures,

general capabilities.

CMOs while agreeing that they are obligated to comply
with statutory requirements of 70:30 ratio, this means
that 70% goes to distribution while 30% goes to
administrative cost. In order to mitigate the negative
impact on this requirement, the KAMP-PRISK-MCSK
tripartite Boards resolved and communicated the
resolution to KECOBO that they have decided to operate
at the ratio of 50:50 for the time being to mitigate the
effects of COVID-19 until royalty collections improve.
KECOBO responded with disregard and insisted on their
preferred 70:30 ratio without any justification(s) and
commitment to help the CMOs overcome the challenges
they are facing in royalty collection and levels of
compliance by big users like telecommunication
providers, broadcasters, and hotel and transport sectors.
The police directive had big impact on royalty collections.

The revenue generated from PSVs has plummeted from

KES 40,556,108.50 in 2019 to KES 10,296,621 in 2020 and

36 Kenya Association of Music Producers, Kenya Association of Music
Producers, Submission On Public Notice By KECOBO Requesting Comments
From Music Stakeholders (KAMP, 2021).
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zero revenue in 202137,

Furthermore, the requirements have not been met due
to low royalty collections which is directly attributed to
vicissitudes of COVID-19, withdrawal of police3®
enforcement in 2019, low compliance by the users of
copyrighted works, low tariffs which were sanctioned by
the regulator in 2020 and lack of support by other

government agencies.

Noncompliance with approved tariffs continues to exact
a heavy toll on CMOs. CMOs’ applicable tariffs are
published in the Kenya Gazette after a conscientious
public participation. Unlike 2019 tariffs which had
relatively higher tariffs, the 2020 tariffs3® have been
decried for adopting flat rate parameters and ignoring
previous scientifically based parameters that were largely
based on size, dimension of the buildings, lodges, hotels,

public utility, and other entertainment spots.

CMOs have been complaining that the current tariffs
were imposed on them by the government agencies. The
government made a justification that the levels of
compliance were bound to rise with reduced and flat
rated tariffs. The converse is true, the levels of
compliance has considerably gone down with some
premises that used to pay over KES one million now being
billed for paltry KES200,000. The flat rate has
significantly reduced CMOs revenues since it was a
deviation from music licensing principles and standard
practice in that the tariffs did not take into consideration
the extent to which a premise uses music. Using the 2019
gazette tariff, Intercontinental Hotel in Nairobi’s License
fee was KES 1,871,384 and was based on surface area
(background use) tariff while the 2020 tariff, the license
fee plummeted to KES 133,000. Nairobi Hospital whose
invoice using the 2019 gazette tariff was KES 664,004.90.

The license fee dropped to KES 175,000 using the 2020

37 Kenya Association of Music Producers, Kenya Association of Music
Producers, Submission on Public Notice By KECOBO Requesting Comments
From Music Stakeholders (KAMP, 2021).

38 Ombati C, ‘Mutyambai withdraws police escorts from MCSK operations
as probe commences’ the Standard (Nairobi, 3 September 2019).
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gazette tariffs40,

CMOs allege that reduced revenues have hamstrung
CMOs Board operational efficiency. This has ultimately
affected their oversight role in as far as management of
resources  and compliance

meeting  statutory

requirements are concerned.

CMOs still maintain that 2020 tariffs are laced with some
fundamental mistakes of principle, which have led to
further market confusion thus undermining streamlined
licensing. They hold that while there is consistency in
parameter usage in some tariffs and not in others, there
is clustering of diverse businesses or non-comparable
businesses, and this has affected fair licensing. It has been
observed that economic zone principles were not
employed throughout retail sector. Additionally,
minimum fees per groupings and categories did mot
incorporate the disparate economic zones and thus
should be reviewed to incorporate economic zone

principles.

Over the years, the CMOs have been keen on using ICT
systems and infrastructure to aid with collections and
distribution in a transparent manner. However, this
remains an area of concern for the CMOs due to regular
system changes with the current system causing some
noticeable challenges. In the year 2016, KAMP and PRISK
procured the Distro System for monitoring and
distribution purposes, this was later replaced in 2018, by
the Suave System. However, the system was shut down
in July when the High Court ruled that MPAKE was
procedurally and unlawfully licensed by the KECOBO.
Following issuance of a joint licence by KECOBO in 2019
Tenacle Licensing System which was being operated by
MCSK was acquired for the KAMP-PRISK-MCSK tripartite
collection activities. The system was short-lived given

that in 2020, the current ICT system was procured. There

3% Kenya Gazette Legal Notice No. 39, the Copyright Act, 2001 (No. 12 of
2001) Joint Collection Tariffs.
<http://kenyalaw.org/kl/fileadmin/pdfdownloads/LegalNotices/2020/LN
39_2020.pdf> accessed 2 March 2022.

40 Kenya Association of Music Producers Annual Reports 2019, 2020 and
2021.


http://kenyalaw.org/kl/fileadmin/pdfdownloads/LegalNotices/2020/LN39_2020.pdf
http://kenyalaw.org/kl/fileadmin/pdfdownloads/LegalNotices/2020/LN39_2020.pdf

WIPO-WTO Colloquium Papers, 2020, Special Edition

have been debates of how this system, which operates on
principle of self-licensing, was forced down the throat of
CMOs by government authorities. The cost associated
with the current system are relatively higher compared to
the previous systems a fact that reduces the amount of
money that should be distributed to the rights holders.
Further to this, the system is to date still not able to

monitor and distribute scientifically as initially expected.

It is instructive to note that CMOs license was revoked in
August 2021 due to failure to upload their repertoire on
ICT system. According to the CMOs, they have been in
consultation with the developer of the ICT system
(Liberty Afrika Ltd.) and have provided the necessary
metadata for uploading to the ICT system for
identification of rights holders within respective CMOs
mandate. They complain that the developer is yet
complete royalty distribution module, which is still under
development phase. CMOs hold that they will upload
other details to facilitate scientific royalty distribution
subject to the court’s ruling on the ongoing petition

between CMOs and the regulator.

Broadcasters have been accused of failing to comply with

gazetted tariffs. Most broadcasters, including the
government broadcaster KBC, still owe royalties to KAMP
dating back to 2014. At the current value of 2020
broadcast radio tariffs for the three CMOs at 100%
compliance from the over 180 radio stations licensed by
Communications Authority of Kenya is KES 63,650,000;
the broadcast compliance for 2019 was KES eight million,
KES 11 million in 2020 and KES 29 million in 2021.

broadcasters  owe holders

Collectively, right

KES 1,096,123,200 between January 2017 and
December 2019, a period within which broadcast radio
collectively made KES 200,373,000,154 (including 2020)
and broadcast TV collectively made KES 214,249,876,912

both totaling to KES 414,622,877,066 in advertisement

41 pwC, Media & Outlook Report (PwC 2019).
42 Kenya Association of Music Producers v Kenya Revenue Authority (2020)
Tax Appeals Tribunal Appeal No. 13 of 2020.
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revenue.*! The fee owed to CMOs (KES 1,096,123,200) is

only 0.2% of the total global

figure  of
KES 414,622,877,066.

Regarding marketing activities, CMOs maintain that they
have developed animated promotional video clips that
demonstrate how to access the online licensing platform
via USSD code *553# and web platform
www.kpmlicensing.co.ke in both English and Kiswahili.
These video clips have been shared on social media
platforms before and would continue being shared to
promote the online ICT licensing system. Other
promotional materials including digital posters have also
been developed and have been used for promotional
purposes of the ICT licensing system on social media
platforms.

Concerning tax arrears disputes, KAMP and PRISK
successfully challenged the Kenya Revenue Authority tax
assessment before the Tax Objections Tribunal. The
matter has since been concluded with the ruling given in
CMOs favour®2, The tribunal held that CMOs are
companies limited by guarantee, which fall in the same
docket as non-profit companies, clubs, charitable trusts
and other similar set, which benefit from the VAT and
Income Tax exemptions. The ruling further noted that
pursuant to section 21(2) of the Income Tax Cap 470, a
trade association can choose or elect, by notice in writing
to the Commissioner of Domestic Taxes, to be considered
for carrying out business chargeable to tax in respect of
any yearly income. However, CMOs have not written to
under

the Commissioner electing that the years

assessment be chargeable to tax*3.

3. CONCLUSIONS

From the arguments proffered above, it is a clear that

CMOs in Kenya and their regulator, the KECEBO, have a

case to answer in as far as application of corporate
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governance principles is concerned. It is apparent that
the sector has been dogged by controversies as a result
of actions of the regulator on the one hand and the
actions of the CMOs on the other. It has been
demonstrated that CMOs are expected to operate within
strictures and exactitudes of corporate governance.
Corporate governance cannot be gainsaid. It is a glue that
weaves and allows interoperability between different
organs in an organization. It allows realization of vision
and mission of organization as well as creating value to
member-based organizations such as CMOs. It has been
established that the concept of corporate governance will
suffer injury if there is strained relationship between the
administrative regulatory body such as KECEBO and
regulated entities in this case CMOs in Kenya. The study
shows that a forensic audit has indicted CMOs for failing
to adhere to the dictates of corporate governance. In
retrospect it has also been established that CMOs are
hemorrhaging from the actions of government entities to
wit, copyright regulator, police service, and other
regulatory bodies. These factors have led to apparent
poor performance of CMOs in Kenya with collection going
under leaving them with nothing to distribute to the right

holders.

4. RECOMMENDATIONS AND WAY FORWARD

It is imperative that KECEBO and CMOs should bury the
hatched and identify a formula for working together in an
environment devoid of acrimony which has characterised

Kenya’s copyright sector for decades now.

To ensure efficient management of royalties, KECEBO
should devise strategies on implementing corporate
governance management changes envisaged under the
Constitution, Company’s Act, Copyright Act, and
copyright regulations. Articles 10 and 73 on the national
values and principles of governance and Article 232 on
values and principles of public service behoove both
KECOBO and CMOs to work together in the interest of

right owners and consumers of copyrighted works.
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Itis in this spirit that the KECOBO should enhance existing
copyright regulations guidelines, policies and manuals on
corporate governance, for CMOs. These corporate
governance tools should be anchored on the
2010 Constitution, Copyright Act, specifically corporate
governance reforms applicable to CMOs under
sections 46E, 46F and 46G of the Copyright Act and all

other relevant laws.

To enhance corporate governance, other government
agencies should come to the aid of CMOs. To achieve this
goal, KECOBO, CMOs, other government agencies such as
police, should work in unison to realize constitutional
provisions especially Article 40(5) which obligate State to
support, promote and protect the IP of the people of
Kenya. The regulator should carry out campaigns to
ensure that there is top of mind awareness regarding
respect of copyright and related rights. KECOBO should
continuously create awareness of member rights and

organize member seminars and workshops.

To address loopholes identified in the forensic audit,
CMOs should continue to improve their systems to
ensure they collect and distribute effectively and
efficiently. They should also ensure that they afford their
members the opportunity for a fair and balanced
representation on the Board taking into account the
direct economic interest a member has in the functioning

of the organization.

The CMO Boards should strive to adhere with the
principles of corporate governance. They should deploy
strategies for addressing all 13 issues that were identified
by the forensic audit report. Board Charter, Code of
Conduct and policies, should guide specifically the Board.
The Boards should ensure that all necessary policies are
put in place. The Boards should also address all structural
issues by establishing statutory board committees such
as audit and legal committee as well as stabling internal

audit at individual CMO level and at KPM level.
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To avoid disruption of CMOs operations, the law should
be amended to allow for a three-year license instead of
one-year license. This will enable CMOs to have realistic
and meaningful strategic planning cycles that will allow

them to execute planned activities within licensing cycle.

On tariffs, there is a consensus that a flat rate is not

sensitive to practical circumstances and leads to
dissention or conflict among or between users. New
tariffs based on scientific formula should be formulated

and implemented.

The systematic leakages in the current copyright regime

should be sealed through adoption and
operationalization of good governance, entrenchment of
transparency and accountability by CMOs. Entrenchment
of these values will bequeath to this industry a veritable
gain to copyright holders, users of copyrightable works

and CMOs in equal measure.

[Through a letter dated 28 August 2019, the Inspector
General of National Police Service instructed Police
officers to stop supporting the CMOs in enforcing
compliance to the Copyright Act. This directive by the IG
was based on a misrepresentation of how the CMOs work
and KECOBO, the Regulator, did not taken any initiative
to address the problem in spite of numerous pleas from
CMOs, knowing very well the implications of such a
directive on the collection of royalties by CMOs.
Unfortunately, the situation in Kenya is that CMOs
require the help of National Police for the public to
comply with their obligations as provided for in the

Copyright Act.

Section 46A of the Copyright Act (2001) provides that the
tariffs to be used by the CMOs shall be published in the

Kenya Gazette by the Cabinet Secretary.]
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ABSTRACT
The aim of this paper is to evaluate the importance of
trademarks and intellectual property (IP) rights as
company assets in general. The evaluation is performed
through the analysis of the legal framework in the
Republic of North Macedonia and assessment of the
interface between trademarks and IP rights in general as

intangible assets and company law within the country.

This paper firstly analyses trademarks as IP rights,
primarily through their essential functions. Afterwards,
the paper assesses trademark and IP rights in general
through the prism of the company law in the Republic of
North Macedonia. In particular, the paper analyses the
possibility of investing IP rights in companies as equity —
the legal framework and the methods for valuation of the
IP rights. The paper further explores methods for IP
commercialisation — licensing and franchising as the most
suitable and commonly used practices for trademark

promotion.

The final part of the paper will analyse some of the
world's most successful companies and how they create
value and successful brands using trademarks before
addressing the situation with domestic companies, how
much they invest in trademarks as a means of building a
successful brand, and how much IP rights as intangible
assets participate in the overall value of the companies in

the Republic of North Macedonia.
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1. INTRODUCTION

The purpose of intellectual property (IP) rights is to
protect the creations of the human mind. More precisely,
IP encompasses rights related to literary, artistic and
scientific works; performances of performing artists,
phonograms, and broadcasts; inventions in all fields of
human endeavour; scientific discoveries; industrial
designs; trademarks, service marks, and commercial
names and designations; protection against unfair

competition and all other rights resulting from
intellectual activity in the industrial, scientific, literary or
artistic fields.! From this broad scope of the definition
provided within the World Intellectual Property
Organization (WIPO) Convention, it can be concluded

that IP rights are deeply rooted in all fields of society.

The trademark has been used in its rudimentary form by
traders in the past to mark their products. Today, the
trademark has the most widespread use since all
businesses use it in their commercial activity as a sign of
recognition. In this sense, businesses use trademarks to
distinguish their products from the competition and to be
more easily identified by the consumers. Trademarks play
an important role in building brand image and creating
value in the eyes of consumers since they associate

trademarks with a particular value of companies.

The paper first defines the trademark as an IP right by
analysing its main functions. Afterwards, trademarks and
other IP rights are analysed through the prism of
company law — firstly, in terms of the possibility of
investing IP rights in companies, and secondly, in terms of

commercialization of IP rights. Furthermore, the paper

Department of International Trade. E-mail:
ljuben.kocev@eccf.ukim.edu.mk.
1 WIPO Convention (signed at Stockholm on 14 July 1967, entered into

force in 1970 and amended in 1979).



Katerina Toshevska-Trpchevska, The Use of Trademarks and IP Rights as Company Assets — An Overview of the State of Play

in the Republic of North Macedonia in Relation to Global Trends

will analyse some of the world's most successful
companies and how they create value and successful
brands through the utilization of trademarks. Finally, the
paper addresses the situation with domestic companies,
how much they invest in trademarks as a means of
building a successful brand and how much IP rights

participate in their overall asset value.

2. DEFINING TRADEMARK

A trademark is a distinctive sign, word, phrase, or symbol
that signifies a given product and thus makes a legal
distinction of the same from other products in circulation.
According to the Law on Industrial Property of the
Republic of North Macedonia, the trademark 'protects a
sign which may be represented graphically, and which is
capable for distinguishing goods or services of one
undertaking from those of other undertakings.'? The
trademark protects signs that can be composed of words
and letters in any language or alphabet, numbers,
pictures, drawings, colour combinations, three-
dimensional shapes, shapes of goods, their packaging, as
well as combinations of some or all listed signs.3 Unlike
the Macedonian national legislation, which provides only
for the protection of colour combinations, within the
European Union (EU), even particular single colours* or

sounds® can be protected as trademarks.

The trademark has been used as a sign to distinguish
products since the beginning of trade. In this way, the
merchants guarantee that a certain product has
particular characteristics. Through the trademark, the
customers and clients create expectations for certain
qualities which the branded product should possess. The

functions of the trademark can be differentiated from the

2Macedonian Law on Industrial Property (Official Gazette of Republic of
Macedonia No. 24/2007, 81/2007, 152/2008, 36/11, 18/13, 164/13,
41/14, 33/15, 61/15, 53/16, 83/18 and 31/20) (hereinafter Macedonian
Law on Industrial Property) Article 175(1).

3Ibid., Article 175(2).

4For example, Deutsche Telekom has registered the 'magenta’ colour as a
trademark <https://trademarks.justia.com/787/98/n-
78798428.html>accessed 28 May 2021.
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way it is utilized in day-to-day activities. The most
important functions of the trademark are the origin
function, the distinctive function, the quality function,
the advertising function, and the competitive function.®
The origin function indicates the origin of the product,
i.e., it associates the product with a particular company.
Similarly, the distinctive function has the purpose of
distinguishing particular products from one company
from similar products on the market from other
companies. One of the most important functions of the
trademark is the quality function, which guarantees that
the product bearing the trademark has certain
characteristics and qualities. Through the advertising
function, companies utilize trademarks to promote and
build a recognizable brand that will be remembered by
the customers. While a brand is a broader concept,
trademarks form an integral and indispensable part of the
creation of a brand image. Consequently, the terms
brand and trademark are at times used interchangeably
in this paper. Finally, the competitive function
summarizes all the above because the successful use of
the trademark differentiates the trademark holder and

puts him above the competition in the market.

When discussing trademarks, it is important to note that
in addition to the individual trademark that differentiates
one product from all others, there are also collective
trademarks and certification trademarks (CTM). The
collective trademark protects a sign intended for
collective designation of the goods or services put on the
market by an association of legal and natural right-
owners.” For example, McDonald's® is a collective
trademark of the McDonald's Corporation used for the

designation of all ranges of products of the company

regardless of their characteristics. The CTM, on the other

51n 2003, the European Court of Justice decided that Beethoven’s melody
'Fur Elise' may be protected as a trademark. Case 283/01 Shield Mark BV
V. Joost Kist h.o.d.n. Memex [2003] ECR 1-14313.

6 Anastastovska JD, Pepeljugoski V, Pravo na Intelektualna Sopstvenost
(Intellectual Property Rights), (Akademik — Skopje, 2012), 21;
‘Introduction to trademark law and practice: The basic concepts’, WIPO
Training Manual, (1993) 15,
<https://www.wipo.int/edocs/pubdocs/en/wipo_pub_653.pdf>
accessed 28 May2021.

7Macedonian Law on Industrial Property, (n 2) Article 219.
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hand, protects marks that indicate a certain quality,

origin, method of production, or other common
characteristics of the goods and services of the
companies which use them.® The use of CTM s
conditioned with the possession of the required
characteristics, and it is under the supervision of its
holder. For example, Woolmark® is a CTM that can be put
on products made from pure wool which meet quality
standards set by The Woolmark Company, regardless of

which company produces the wool product.

The trademark falls within the category of IP rights,
whose existence and recognition is conditioned by
registration. Unlike copyright protection, which is
granted to the author from the moment of the creation
of the work, trademark protection is acquired only under
a previous system of registration by an authorized
national agency, which in the case of the Republic of
North Macedonia is the state office of industrial
property (SOIP).° The applicant can be a domestic or
foreign natural or legal person.1® According to the latest
report of the SOIP, in 2019, a total of 8488 trademark
applications were submitted, out of which 1471 are
directly submitted to the SOIP while 7017 are submitted
by virtue of the Madrid Protocol'!, i.e., they are
submitted to other national registries which are then
forwarded to the SOIP.12 Consequently, more than 89%
of the applications are submitted by virtue of the Madrid
Protocol, whereas slightly more than 10% are submitted
directly to the SOIP. From the 1471 applications
submitted directly to the SOIP, 870 are domestic, and
601 are from foreign applicants,13 i.e., 40.8% are foreign
applications, and 59.2% are domestic applications. From
the 7017 applications through the Madrid Protocol,
2965 are new applications, and 4052 are applications for

extensions. The data indicate that the Republic of North

8 |bid, Article 223(1).

9 More on SOIP <https://www.ippo.gov.mk/EN/Index_en.aspx> accessed
29 May 2021.

10 Macedonian Law on Industrial Property, (n 2) Article 179.

11 Protocol Relating to the Madrid Agreement Concerning the
International Registration of Marks [2007] TRT/MADRIDP-GP/001
<https://wipolex.wipo.int/en/treaties/textdetails/12603>
29 May 2021 (hereinafter Madrid Protocol).

accessed
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Macedonia is a relatively small but active and diverse
market. While there is a significant number of foreign
applications, the majority are still submitted by domestic
applicants, which indicates that domestic merchants are
aware of the importance of trademarks and take

necessary steps to secure their protection.

The Macedonian national legislation is in line and
complies with the EU acquis as well as with other
international instruments in relation to the conditions for
copyright protection, as well as the rights and obligations
which arise from trademark protection. According to the
Law on Industrial Property, the trademark term is
10years from the date of filing the trademark
application’, and it may be renewed an indefinite
number of times for a term of 10 years.25 This provision is
fully in line with the 10-year renewal period from the

Madrid Protocol.16

A. TRADEMARKS AND OTHER IP RIGHTS THROUGH
THE PRISM OF COMPANY LAW IN THE REPUBLIC
OF NORTH MACEDONIA

As already noted, the trademark was used in a very
rudimentary form as a seal distinguishing various
products since ancient Greece and Rome. However, that
occurred in a period that long preceded trade as we
recognize it today. There were no business enterprises,
so the trademark was always tied to a natural person —a
farmer or a craftsman. However, over the years, as trade
and, more importantly, international trade began to
develop, and as the idea for profit maximization and costs
and risks minimization came into existence, it became
necessary to consolidate the economic ventures and

create economies of scale, which gave rise to the first

companies. Companies are the dominant merchants in

12 Annual report of the State office of industrial property of Republic of
North 2019, 5,
<http://www.ippo.gov.mk/docs/xFiles/articles/Izvestaj%20za%20DZIS-
2019/1zvestaj%20za%20DZIS-2019.pdf> accessed 29 May 2021.

13 Ibid.

14 Macedonian Law on Industrial Property, (n 2) Article 211(1).

15 Ibid, Article 211(2).

16 Madrid Protocol, (n 11) Article 7(1).

Macedonia for



Katerina Toshevska-Trpchevska, The Use of Trademarks and IP Rights as Company Assets — An Overview of the State of Play

in the Republic of North Macedonia in Relation to Global Trends

trade, and as a result, the trademark is more closely
associated with companies rather than with natural
persons. In this part of the paper, we will review the
current legal status of the trademark as an IP right
through the prism of company law —first in relation to the
possibility of investing trademarks in companies as a
contribution, and then in relation to the possibilities for

its commercialization.

B. TRADEMARKS AND IP RIGHTS AS SHARE CAPITAL
IN COMPANIES

The contribution from the shareholders is the first
precondition for the establishment of the company. With
this act, the founders of the company transfer a portion
of their property to the newly established company. With
the constitution of the company, those contributions
now become the property of the newly established legal
entity. The company as a legal fiction is, in fact, a sum of
all the contributions (and after its establishment — share
capital) of its shareholders. Generally, the accepted rule
is that contributions can be in cash or in kind. According
to the Macedonian Company Law Act (CLA)Y?, monetary
contribution means the amount of cash expressed in
domestic or foreign currency that the member or
shareholder transfers to the company. The non-monetary
contribution, on the other hand, is the total amount of
contributions in-kind (movable and immovable) and
rights that members or shareholders transfer to the
company.’® The Macedonian CLA provides that for
certain forms of companies, the contributions can also be

in labour and services.1®

The Macedonian legislation does not contain restrictions

regarding the types of contributions, so the members or

17 Macedonian Company Law Act (Official Gazette of Republic of
Macedonia No. 28/2004, 84/2005, 25/2007, 87/2008, 42/2010, 48/2010,
24/2011, 166/2012, 70/2013, 119/2013, 120/2013, 187/2013, 38/2014,
41/2014, 138/2014, 88/2015, 192/2015, 06/2016, 30/2016, 61/2016,
64/2018, 120/2018 and 180/2020), Article 3(1)(38).

18 Ibid, Article 3(1)(27).

19 This opportunity is allowed for the partners in general partnerships as
well as for the general partners in limited partnership. This approach is
justified since the partners in the public company and the general partners
in the limited partnership have personal, unlimited and joint and several
liability for the obligations of the company. Ibid, Articles 34(2) and 27(2).
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shareholders can have a combination of cash and

contributions in kind. However, considering the
protective function that the share capital has for the
creditors of the company when it comes to non-monetary
contributions, it is necessary that they are determined in
monetary value. The Macedonian CLA regulates the
procedure, form, and manner of subscribing
contributions in kind through general provisions that
refer to all types of companies,?° as well as with more

specific provisions for different forms of companies.2!

Since non-monetary contributions, besides movable and
immovable property, may also contain the rights of the
members or shareholders of the companies, it is rational
to consider that IP rights also fall within this category. As
a form of non-monetary contribution, IP rights must have
an estimated value that is expressed in domestic or
foreign currency. Movable and immovable property as a
form of non-monetary contribution is more susceptible
to trade and turnover. Hence, the assessment of their
market value is easier. IP rights, on the other hand, are a
specific form of contribution since there are several
variable factors on which their value may depend. Hence,
it is necessary to have rules and methods for the correct
assessment of the value of these rights. In the Republic of
North Macedonia, assessments are regulated in the law
on appraisals, which stipulates that the competent
ministries are obliged to adopt an appraisal methodology
in their respective areas.?? As the competent ministry for
the field of industrial property, the Ministry of Economy
in 2011 issued the methodology for appraisal of industrial

property.23 The methodology proposes the following

20 |bid, Article 35.

2L |bid, Article 175 for non-monetary contributions in limited liability
companies and Article 291 for non-monetary contributions in stock
corporations.

22 Macedonian Law on Appraisals (Official Gazette of Republic of
Macedonia No. 115/10, 158/11, 185/11, 64/12, 188/14104/15, 153/15
192/15 and 30/16), Article 47(1).

23 Methodology for appraisal of industrial property, Ministry of Economy
of Republic of North Macedonia (Official Gazette of Republic of
Macedonia No. 178/11).
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method for valuation of industrial property rights, which

are listed in hierarchical order:

- Market method;
- Cost method; and

- Income method.?*

According to the methodology, the first method which
should be applied is the market method — which
determines the value based on the prices for the past
transactions of the same or similar IP assets. The cost
method determines the value of the IP assets based on
the costs necessary to replace them with an asset with
identical or similar characteristics. Finally, according to
the income method, the IP asset is valued based on the
total amount of economic income it is expected to
generate in the future for the asset’s lifespan. These
three methods are also recognized by WIPO as the most
common method for appraisal and valuation of IP rights,
although the income method is considered as the most

used one.?®

When assessing the value of industrial property rights,
including trademarks, multiple appraisal methods can be
used, as they are largely complementary and do not
exclude each other. The choice depends on the objectives
of the valuation, the basis of the valuation, market
activity and the availability of information on previous
transactions.?® However, despite the fact that the
methodology contains precise parameters and
mathematical formulas for determining the value, all
calculations are based on the existence of an active
market for IP rights or reliance on the companies on IP
assets in their business activities, which would serve as a
starting point for application of all the listed parameters.
However, because in the Republic of North Macedonia,
there is no active market for trading IP assets, the
application of the methodology and consequently the

valuation of IP assets is significantly more difficult.

24 |bid, Article 5(1).
25 ‘Valuing Intellectual Property Assets’ (WIPO
<https://www.wipo.int/sme/en/value_ip_assets/>

30 May 2021.

IP Valuation)
accessed
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When discussing trademarks as contributions in
companies, the situation is even more unusual due to the
nature of trademarks. When establishing a new company,
the assumption is that it starts with its business venture
from the very beginning and that it still does not have a
recognizable product or service. On the other hand, a
trademark signifies a product or service that is already to
some extent established on the market. Consequently,
while trademarks qualify as company assets, the value of
a newly registered trademark would be negligible, and
because of this, it is uncommon for a trademark to be
used as a contribution to a newly established company.
In essence, the value of all trademarks is negligible when
they are new, but it increases over time with the growth
of the company and the product to which it is attached.
When discussing an increase of the share capital through
new contributions, there are a number of cases where
one company acquires another company in order to
obtain a trademark or similar IP assets, but such an act
does not always mean that there will be an increase in
the subscribed share capital of the acquiring company, or
that the value of the acquisition will be reflected in the
financial statement of the company.?’” Besides
acquisitions, the same holds true for mergers and

restructuring of companies.

If it is a trademark that is already established on the
market and recognizable in the eyes of consumers, for it
to be utilized as a contribution to a newly established
company, the holder of the trademark should transfer
the ownership through assignment to the newly
established company, thereby forfeiting its own benefits.
This situation seems unrealistic, as the right is more likely
to be transferred by virtue of a licensing or franchise
agreement. These agreements as a form of
commercialization of the trademark and other IP rights

will be considered below.

26 Methodology for appraisal of industrial property, (n 23) Article 5(2).

27 Companies may not wish to increase the subscribed share capital, if it is
above the required minimum share capital required in the relevant
jurisdiction.
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3. COMMERCIALIZATION OF IP RIGHTS

The commercialization of IP assets constitutes the
dynamic side of IP law.22 The commercialization of IP
rights is the realization of successful intellectual
creations. The goal of every company is to make a profit
through IP rights, in the same way as with all other
resources at its disposal. Profit can be achieved using IP
rights to improve the efficiency of own production or
service activities (e.g., patents), which will reduce
production costs; through the use of IP rights for self-
promotion and creating brand image (e.g., trademarks or
industrial design); or through the transfer of rights to use

an IP asset to third parties.

Below, we take into consideration licensing and franchise
agreements as a form of commercialization of IP rights.
When it comes to trademarks, these types of agreements
are the most important and most often used in practice
due to the nature of the trademark as an IP right. Because
a trademark is a distinctive sign associated with a
particular company, it is rare for ownership of trademarks
to be transferred completely through assignation, but
rather, if companies decide to allow other companies to
use their trademark, it is usually through a licensing or

franchise agreement.

The Macedonian Law on Obligations regulates the
licensing agreement in section XVIII, Articles 742 through
767.2 According to the Law on Obligations, licensing
agreement is an agreement in which the licensor
undertakes the obligation to transfer to the licensee in
whole or in part the right of use, of the patent, know-
how, trademark, sample or model, for which licensor
undertakes an obligation to pay the licensor a fee.30 It
follows from the definition that with the licensing
agreement, the owner of the trademark, i.e., the licensor,
may transfer to a third party the right to use the

trademark against payment of a fee or royalties. Unlike

28 Anastastovska JD, Pepeljugoski V (n 6) 396.

22 Macedonian Law on Obligations (Official Gazette of Republic of
Macedonia No. 18/2001, 78/2001, 04/2002, 59/2002, 05/2003, 84/2008,
81/2009 and 161/2009), Section XVIII.

158

an assighment agreement, where transfer of ownership
of the right occurs and where the assignee becomes a
legal successor and owner of the IP right, with the
licensing agreement, the licensee has only the right to use
the IP right, while the licensor retains ownership. It also
follows from the definition that the list of industrial
property rights which may be the subject of a license is
limited, and it encompasses patents, trademarks, and
utility models. From the wording of the definition, it
would seem that industrial designs or integrated circuits
cannot be the subject of a licensing agreement. However,
the list of IP rights is provided within Article 742 of the
Law on Obligations should be considered as a non-
exhaustive list, especially considering the principle of

party autonomy in international commercial contracts.

From a legal point of view, the licensing agreement is
characterized by several elements. Firstly, the agreement
must identify the parties — the licensor and the licensee.
Besides the parties, the most important and essential
element in the licensing agreement is the subject of the
agreement. The subject of the agreement is the IP right,
as well as the extent to which it can be used by the
licensee. The license may be exclusive —granting the right
to use the IP asset only to the licensee, or non-exclusive,
which would allow the licensor to grant that particular
right to third parties as well.3! The question which arises
is whether the price is considered an essential element of
the licensing agreement. It follows from the definition
provided within the Macedonian Law on Obligations that
without compensation, the licensing agreement would
be null and void.32 However, there are situations where
the licensing agreement can be concluded without a
payment fee, for example, in the situation of licensing
agreements without compensation.3® The licensing
agreement is characterized by both temporal and
territorial dimensions. Namely, the contract must contain
a period for which the right is granted, as well as the

territory in which the licensee can use it. The Macedonian

30 |bid, Article 742(1).

31/bid, Article 745.

32 |bid, Article 742(1).

33 Anastastovska JD, Pepeljugoski V (n 6) 409.
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Law on Obligations stipulates that the duration of the
licensing agreement cannot be longer than the period for
legal protection of the particular IP right, which is the
subject of the agreement.3* Consequently, the duration
of a licensing agreement for a trademark cannot be
longer than 10 years, given the fact that legal protection
of trademark is given for 10 years (subject to renewal for
an unlimited number of times). Regarding the form of the
licensing agreement, both the Law on Obligations3> and
the Law on Industrial Property3® stipulate that the

agreement must be concluded in writing.

Trademark licensing agreements are important for the
licensor because they generate profits. As already noted,
the licensee pays a fee for the use of the trademark. The
fee can be in the form of a fixed amount (lump sum), as a
percentage of realized sales, or as a combination of both.
Besides profit, trademark licensing agreements help
companies expand their operations to new geographical
or product markets. On the other hand, trademark
licensing agreements are also beneficial for the licensees
because the familiar and already established trademark
stands as a guarantee for certain qualities and
characteristics of the products or services, which allows

the licensees to generate a guaranteed level of profits.

In addition to the licensing agreement, an important
agreement for the commercialisation of IP rights is the
franchise agreement. A franchise can be simply defined
as a unified method for selling products or services. With
the franchise agreement, the franchisor allows the
franchisee to use his developed business method against
payment of the fee. In the past, the franchising
agreement had close links and was often compared to a
distribution agreement, but today it is generally accepted

that there is a clear distinction between the two types of

agreements.3’ The essence of franchising is that it allows

34 Macedonian Law on Obligations, (n 29) Article 744.

35 |bid, Article 743.

36 Macedonian Law on Industrial Property, (n 2) Article 272.

37 Anastasovska JD, 'Franchising Activity and the Franchise Agreement in
the Law and Practice of the Republic of Croatia and the Republic of North
Macedonia' [2011] 61(2) Zbornik Pravni Fakultet Zagreb 705 — 706.
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companies that have a recognizable image and
developed operational method to expand into new
markets, as well as to generate additional income from
borrowing the method to third parties which have
enough funds to start a business but may not have
enough knowledge and experience to build a successful
brand themselves. The subject of the franchising
agreement is a package of IP rights that usually include
trademarks, industrial designs, copyright and also know-
how and trade secrets. The trademark is an integral part
of the franchise agreement because it represents the
visual part of the business venture, and it helps the

consumer to detect certain qualities.

Unlike the licensing agreement, which is regulated in the
Macedonian Law on Obligations, there are no provisions
that regulate the franchise agreement, and therefore it is
considered to belong to the group of so-called
agreements of autonomous commercial practice. Since
there are no special rules for the franchise agreement
within the national legislation, the general contractual
provisions of the Law on Obligations will be applicable to
this type of agreement. The subject of the franchise
agreement is the transfer of the right to use a certain
business method and formula, i.e.,, a uniform way of
selling the goods or providing the services, while the
goods or services themselves can be considered as a
secondary subject of the agreement.38 By its nature, the
franchise agreement is close to the licensing agreement,
but the difference is that in franchising, in addition to the
package of IP rights, it is necessary to transfer know-how
as well as trade secrets.?? For this to be done successfully,
it is necessary for the franchisor and franchisee to have

close and continuous cooperation. From the substance of

38 Anastasovska JD, et al., Dogovori na avtonomnata trgovska praktika
(Contracts of Autonomous Commercial Practice) (lustinianus Primus
Faculty of Law — Skopje 2012) 24.

39 'Starting a New Company: Consider Franchising as an Option' (WIPO
Magazine, 2003) 15
<https://www.wipo.int/export/sites/www/wipo_magazine/en/pdf/2003
/wipo_pub_121_2003_11-12.pdf> accessed 30 May 2021.
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the franchising agreement, these several characteristics

can be observed:

- The agreement is concluded between
two independent persons as contracting parties;
The subject of the contract is the transfer of the
right to use a uniform business model and brand
image;

- There is a need for close cooperation and trust
between the contracting parties — the franchisor
is required to provide continuous assistance and

training, while the franchisee is required to

provide feedback for its performance.4?

Today, franchising as a method of commercialization is
widely used and spread on a global scale. Statistics show
that it is most used within the United States (US). In 2019,
as many as 773,603 franchises were established.*! This
fact is not surprising given the fact that the franchise as a
method has its roots in the US. The number of franchises
operating on European territory is significantly lower, and
it is estimated that the number is 10,000 franchises
operating successfully in more than 20 countries.*? The
leader in Turkey with roughly 1,600 franchises, followed
by France with 1,300 and Spain with 900.43 The least
number of franchises are registered in Slovenia — 107,
and as much as 48% of these franchises are international,
which is the highest percentage of all countries.** Unlike
the rest of the world, in the Republic of North Macedonia,
there is no data on the number of franchises. Some of the
franchises of well-known companies such as Domino's,
Coca Cola, Burger King, KFC are easily detectible, but still,
the current state of play cannot be successfully
determined only through visual observations. Also, the
listed examples are international franchises where the
franchisors are international companies, whereas the
domestic companies are franchisees. There are very few

cases where domestic companies are in the role of

40 Anastasovska JD, et al. (n 38) 23.

41 ‘Number of franchise establishments in US 2007-2020° (Statista,
11 January 2021)
<https://www.statista.com/statistics/190313/estimated-number-of-us-
franchise-establishments-since-2007/> accessed 30 May 2021.
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franchisors, both at home and abroad. The
pharmaceutical company Alkaloid is one of the few
examples which has successfully franchised some of its
products internationally.*> The data indicates that while
the franchise agreement is a powerful tool for the
commercialization of IP rights on a global scale,
Macedonian companies still have difficulty catching up
with these trends. This inactivity inevitably reflects on the

value of trademarks of domestic companies.

4. THE TRADEMARK AS AN ASSET FOR SUCCESSFUL
COMPANIES

The importance of trademarks is best seen through their
use by the world's most successful companies. The
companies that have the highest market value in general
also have very high, if not the highest brand values.
Successful companies use trademarks to increase their
market share as well as to conquer new markets. Unlike
in the past when the companies allocated most resources
for building production capacities and developing
distribution channels, and the investments were directed
towards material assets, it is obvious that in recent years
this trend is changing. Statistics show that more and more
companies from developed countries invest more in
intangible rather than tangible assets. This is evident
from the data provided in Table 1, where it is clear that
US and UK companies invest more in intangibles than in

tangible assets.

42 Miles K, 'Franchise statistics for Europe' (FranchiseED, 7 February 2018)
<https://www.franchise-ed.org.au/uncategorized/franchise-statistics-
for-europe> accessed 1 June 2021.

43 Ibid.

4 Ibid.

45 Anastasovska JD (n 37) 720.
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Table 1 —Graphic data of tangible and intangible assets of

companies based on regions

35%
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= Tangible Intangible
25
20
15%
10%
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0% — — — —
China Japan  Eurozone area UK us

Source: WIPO, World IP Report 2013.

Investments in intangible assets can be divided into
three groups: investments in economic competencies,
which include brand investments, investments in
computerized information and innovative property.*®
Although it is not possible to determine exactly how
much of the investment in intangible assets is invested in
promoting and strengthening the brand and image of
companies, it is evident that there is a growing trend of
these

investments, particularly in more developed

markets.

In practice, the terms trademark and brand are often
used interchangeably. At the academic level, there is a
debate whether these terms are synonymous or whether
there is a difference. Initially, trademarks and brands
were considered to be rough synonyms because they
have essentially the same characteristics.*’ Afterwards,
authors begin to differentiate them from one another,
pointing out that trademark is primarily a legal
instrument while the brand is a business tool.*® The
literature in the field of marketing points to a distinction
between the two terms, considering the term brand to be
a much broader concept than trademark, since it
includes, but is not limited to, perceptions, expectations
of consumers, reputation and image of the company, and

even other IP rights, such as copyright and industrial

design rights.*® However, despite this difference between

46 'World IP Report 2013: Brands — Reputation and Image in the Global
Marketplace' (WIPO Economics and Statistics Series, 2013) 29
<https://www.wipo.int/publications/en/details.jsp?id=384>  accessed
2 June 2021.

47 Ibid, 21.

8 Ibid.
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the two concepts, it is indisputable that a trademark as a
distinctive symbol represents the foundation and the
core of each brand. Consumer expectations, beliefs and
perceptions are of a secondary nature because they are
inextricably linked and driven by the trademark of a
particular product, service, or company. Hence the brand

cannot be analysed separately from the trademark.

When discussing successful companies worldwide and
how they use trademarks for successful promotion, it is
evident that there is a correlation between the value of
the company and the value of the brand of the company.
Table 2 contains the list of the top 10 companies with the
highest brand value. From this list, seven companies also
form the list of the top 10 largest companies in the world
by market capitalization.>® Amazon, Apple, Microsoft,
Alphabet (Google), Alibaba Group, Tencent and Facebook
are all listed in the top 10 most valuable companies by
market capitalization, while Visa is listed at13,
Mastercard at 19, and McDonald’s is listed the lowest —

at 63.51

Table 2 — List of top 10 companies with highest valued

brands
Brand Brand value %
Market
Company’s value in market
capitalization
name (Mmil., value of the
(Mil., USD)
# usD) company
1 Amazon 415.9 1,711.8 24.29%
2 Apple 352.2 2,252.3 15.63%
3 Microsoft 326.5 1,966.6 16.60%
Alphabet
4 323.6 1,538.9 21.02%
(Google)
5 Visa 186.8 483.9 38.60%
Alibaba
6 152.5 657.5 23.19%
group
7 Tencent 151 773.8 19.51%
8 Facebook 147.2 870.5 16.90%
9 McDonald’s 129.3 173.8 74.39%
49 Ibid.
50 ‘The 100 largest companies in the world by market capitalization in
2021 (Statista, 10 September 2021)

<https://www.statista.com/statistics/263264/top-companies-in-the-
world-by-market-capitalization/> accessed 2 June 2021.
51 Ibid.




Katerina Toshevska-Trpchevska, The Use of Trademarks and IP Rights as Company Assets — An Overview of the State of Play

in the Republic of North Macedonia in Relation to Global Trends

10 Mastercard 108.1 383.6 28.18%

Average 229.3 1,081.3 21.20%

Source: BrandZ Global Top 100 Report 2020.52

What is even more important is the percentage which the
brand has in the total market value of companies. From
the statistics, it is noticeable that, on average, the value
of the brand is roughly 21% of the market value of the
companies. This means that through the successful use of
the band and trademarks, the companies create value. It
is evident from the data that the most valuable asset
which successful companies have is the trademark. The
company where the value of the brand has the largest
percentage share in the market value of the company is
McDonald’s with almost 75%, which is almost four times
the average. At the same time, McDonald's is the largest
franchisor company, with over 33,000 franchise
agreements worldwide.>®> McDonald’s operation is a
model for a company's success through the efficient use

and commercialization of the brand.

Unlike measuring a company's market capitalization,
which is a relatively simple process,>* assessing brand
value is a more complex task because there is no uniform
valuation method. The data from Table 2 on brand value
is measured from BrandZ, as one of the most reputable
brand valuation companies. This company uses a complex
value calculation formula where the brand value is based
on past profits and projected profits in the future.® In
addition to BrandZ, Brand Finance®® and Interbrand>’ are
also commonly used sources for brand valuation. These

companies use different methods to assess the value of

52 ‘BrandZ Global Top 100 Most Valuable Brands Report 2021’ (Kantar,
2021) <https://www.kantar.com/campaigns/brandz/global> accessed
2 June 2021.

53 ‘The Top 10 Biggest Franchises in the World’ (Whichfranchise, 2021)
<https://whichfranchise.co.za/the-top-10-biggest-franchises-in-the-
world/> accessed 2 June 2021.

54 Market capitalization is measured by a simple mathematical formula:
market value of the company’s stocks in particular time, multiplied by the
total number of stocks issued.

55 More information on the methodology of a company’s brand value
<https://brandz.com/about-us> accessed 2 June 2021.

56 More info on the activities related to brand rankings, metrics and
research conducted by Brand Finance <https://brandfinance.com/data>
accessed 2 June 2021.
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brands, but despite this fact, there are no drastic

differences in the final assessment.

While on a global scale, there is a growing trend of
investing in companies’ brands and trademarks, the same
trend is yet to be reflected in the operations of
Macedonian domestic companies. In the next part of the
paper, we give an overview of the current state of play in
relation to the value of the trademark and other IP rights

of domestic companies.

5. TRADEMARKS AND IP ASSETS OF MACEDONIAN
COMPANIES

Unlike the rest of the world, where successful companies
rely heavily on trademarks and use them to expand their
business ventures, in the Republic of North Macedonia,
there are not many companies that can position
themselves as global brands. As a result, there is a lack of
significant data on the value of domestic brands. What is
more interesting is that there are cases where
established brands that have operated on the domestic
market for many years and have had a large number of
customers have abandoned the use of trademarks
through rebranding.>® The last example is the merger of
the telecommunications operators Vip and One in 2015,
after which the company one. Vip was created,>® which in
2019 was completely rebranded in A1 Macedonia, in
accordance with the owner company, the Al Telekom

Austria Group, thereby completely abandoning the use of

previous trademarks.

57 More info on the activities related to brand rankings, metrics and
research conducted by Interbrand <https://interbrand.com> accessed
2 June 2021.

58 This is most evident within the telecommunication sector. For example,
the first mobile operator company Mobimak which was established in
1996, was rebranded on several occasions as it changed ownership
structure. First in 2006, it was rebranded as T- Mobile Macedonia, when
it became part of the T-Mobile group, and in 2015, it merged with
Makedonski Telekom and T- Home Macedonia, to create single company
under the brand Makedonski Telekom.

59 The brand VIP existed in several countries where the Telecom Austria
Group owned telecommunication operators, which have now all been
rebranded to Al. The brand One existed only on the Macedonian market
and was created with the rebranding of the company COSMOFON after
its acquisition by Telekom Slovenia from COSMOTE Greece.
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Regarding the valuation of trademarks and brands as
companies’ assets, the lack of information is noticeable
at the level of the entire Balkan region. Although there
are organizations that award certain quality certificates
to certain companies, other than basic company data,
they do not conduct any in-depth research related to
brands and trademarks. As an example, the organization
Superbrands Macedonia grants the status of a super
brand to certain companies that are significant in their
respective fields and industries.®® However, apart from
allowing companies to use the award in their promotion
activities, this organization does not provide any data on
the value of the brands, nor any established parameters
or standards on the basis of which companies could be
granted the super brand status. In fact, such
organizations themselves have more of an advertising

function for companies.

The only company in the whole region that has done
brand ranking for the Balkan region so far is the
marketing company VALICON from Slovenia. However,
even those reports cannot be considered sufficient since
the latest report of this company dates to 2015 and is
related to the strongest brands that exist in the territory
of former Yugoslavia.® At the top of the list are Milka and
Coca Cola, and the first regional brand is Vegeta in
In the 11 are

third place. list of top25 brands,

international brands, whereas only 14 are regional
brands. Of these 14 brands, six are from Serbia, four from
Slovenia, and four from Croatia, and there is not a single

brand from the Republic of North Macedonia. There are

also no brands from Bosnia and Herzegovina,
Montenegro, and Kosovo as members of former
Yugoslavia.

60 <http://superbrands.mk/?page_id=131> accessed 25 May 2021.
61VALICON’s Top 25 Brands: the return of ‘local’ brands among the top 10
brands in the regon’ (Valicon, 18 April 2016),
<https://www.valicon.net/2016/04/valicon-top25-brands-the-return-of-
local-brands-among-the-top-ten-brands-in-the-region-milka-continues-
to-be-the-leading-brand/> accessed 1 June 2021.

163

Table 4 — Top 25 Brands in former Yugoslavia

# Brand name # Brand name
1 Milka (CHE) 14 Aquafresh (UK)
2 Coca Cola (USA) 15 Jaffa Cakes (SRB)
3 Vegeta (CRO) 16 Fanta (USA)
4 Argeta (SLO) 17 Dorina (CRO)
5 Cedevita (CRO) 18 Lenor (USA)
6 Cokta (SLO) 19 Pepsi (USA)

7 Orbit (USA) 20 Kiki (SRB)

8 Nivea (GER) 21 Chipsy (SRB)
9 Smoki (SRB) 22 Nutella (ITA)
10 Fructal (SLO) 23 Ariel (UK)

11 Paloma (SLO) 24 Podravka (CRO)
12 Nescafe (CHE) 25 Dukat (SRB)
13 Plazma (SRB)

Source: Valicon TOP 25 Brands®?

The same company also performs brand ranking on the
territory of each of the republics of former Yugoslavia.
Figure 1 shows the brand ranking for the Republic of
North Macedonia.53 Again, from the available data, it is
evident that half of the listed brands are international,

two are regional, and only three are domestic.

Figure 1 — List of top 10 brands in the Republic of North

Macedonia
# Brand name
1 Argeta (SLO)
2 Milka (CHE)
3 | stobiFlips (MKD)
4 Vegeta (CRO)
5 Coca Cola (USA)
6 | Orbit(USA)
7 Bitolski Jogurt (MKD)
8 Pelisterka (MKD)
9 Nescafe (CHE)
10 | Pepsi (USA)

Source: <www.marketing365.mk>

62 ‘VALICON Top 25 Brands: Milka still on the top, Argeta the strongest
brand’ (Valicon, 19 April 2016),
<https://www.valicon.net/2016/04/valicon-top25-brands-milka-still-on-
top-argeta-the-strongest-slovenian-brand/> accessed 1 June 2021.

63 ‘Which are the strongest brands in Macedonia for 2015’ (Marketing
365, 23 May 2016) <https://marketing365.mk/koi-se-najsilnite-brendovi-
vo-makedonija-za-2015-godina2/> accessed 1 June 2021.

Slovenian
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Even though this is the single comprehensive research on
trademarks within the region, it still has drawbacks. The
research ranks brands based on an online survey and field
survey conducted on a sample of 1,000 to 1,500
respondents from each country.®* This research gives us
an insight into what the perception of the consumers is
about the brands, but it does not contain a financial
aspect or financial formula, and consequently, there is no
determination of the value of the brands. In addition,
although not stated explicitly in the research, it is evident
that the ranking is only in relation to trademarks for
goods, and companies providing service activities are not

taken into consideration.

In the absence of sufficient data on the value of domestic
brands, we analysed the values of trademarks and IP
rights of companies through their financial statements.
As a sample, we included the companies listed on the
Macedonian Stock Exchange. Due to the large number of
companies listed on the stock exchange and the relatively
low level of activities, only companies forming the index

MBI10 were taken as a sample.®>

Table 5 — List of MBI10 companies as of the latest date of
revision (15 December 2020)

Market
Company’s MSE Number of
# capitalization
name Symbol stocks
(EUR)
Alkaloid
1 ALK 1,431,353 266,180,685
Skopje
Stopanska
2 STB 17,460,180 16,434,714
Banka Skopje
3 Granit Skopje GRNT 3,071,377 42,897,870
Komercijalna
4 KMB 2,279,067 226,013,873
Banka Skopje
Makepterol
5 MPT 112,382 82,250,220
Skopje
TTK Banka
6 TTK 907,888 11,221,053
Skopje
Makedonski
7 TEL 95,838,780 19,784,397
Telekom
Makedonija-
8 MTUR 452,247 16,960,807
turist Skopje

64 (n 62).
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NLB Banka
9 TNB 854,061 32,932,870
Skopje
Stopanska
10 SBT 390.977 14,934,578
Banka Bitola

Source: <www.mse.mk>

We consider the MBI10 index companies primarily for
several reasons. Firstly, all publicly listed companies have
an ongoing obligation to publish quarterly and yearly
consolidated financial reports, which enables access to
intangible and IP assets of these companies. While there
are other large companies in the market that would be
relevant to this research since they are established as
limited liability companies or are not listed on the stock
exchange, access to their financial statements is limited,
and consequently, they cannot be analysed. Secondly,
the MBI10 index companies are the most liquid
companies on the Stock Exchange Market. This means
that people find these companies attractive for
investment due to their successful business strategies.
Considering this, the assumption is that the more
successful the company is, the higher the brand value and
trademark value are. These companies are also among
the companies with the highest market value. It is
noteworthy that half of the companies are banks,
three are service companies in the field of
telecommunications, tourism, and construction, and only
two are companies dealing with concrete products which

are in the petroleum and pharmaceutical industries.

Since it is not possible to calculate the ratio of the market
value of the company to the value of the brand of the
company, we will focus on calculating the ratio of total
assets of companies and IP rights on getting some basic
idea of their role and significance for some of the

domestic companies.

The financial statements for the listed companies that are
published on the website of the Macedonian Stock

Exchange are prepared in accordance with International

6 ‘Structure of index MBI10’ (Macedonian Stock Exchange)
<https://www.mse.mk/en/content/13/3/2010/structure-of-index-
mbil0> accessed 2 June 2021.
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Accounting Standards.®® International Accounting
Standard 38 refers to intangible assets.®” According to
this standard, trademarks, licensing agreements, and
franchise agreements are cited as examples of intangible
assets, among others.®® From the financial statements,
only the aggregate value that the companies have
recorded as intangible assets is available, without
specifying the individual sections dedicated for IP rights.
In any case, intangible assets represent value for the
company arising directly or indirectly from IP rights. The
second column of Table 6 shows the total assets from the
2020 financial statements of the companies that are part
of the MBI10 index. The column next to it shows the
intangible assets from the same financial statements. In
the last column, the percentage of intangible assets in

relation to the total assets of the companies is presented.

Table 6 — Comparison of total asset value and intangible

asset value of MBI10 Companies for 2020

Intangible % of intang-
Company’s Total assets assets ible assets
# name value (MKD) value value in total
(MKD) asset value
1 Alkaloid Skopje 15,015,534 1,892,421 12.6%
Stopanska Banka
2 105,984,156 127,670 0.12%
Skopje
3 Granit Skopje 3,607,243 21,549 0.59%

Komercijalna
4 132,600,677 71,561 0.05%
Banka Skopje

Makepterol
5 8,207,759 5,805 0.07%
Skopje
TTK Banka
6 8,844,455 16,63 0.18%
Skopje
Makedonski
7 19,900,296 2,366,029 11.8%
Telekom
Makedonijaturist
8 2,532,932 342 0.01%
Skopje
NLB Banka
9 96,545,213 278,154 0.28%
Skopje
Stopanska Banka
10 11,015,113 71,467 0.64%
Bitola

Source: calculated from consolidated financial reports®®

66 International Accounting Standards (Official Gazette of Republic of
North Macedonia No. 79/2010).

87 International Accounting Standard 38 — Intangible Assets
<https://www.iasplus.com/en/standards/ias/ias38> accessed
1June 2021.

58 Ibid.
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There are several points that can be drawn from the
table. Firstly, it is more than obvious that domestic
companies invest more in tangible than intangible assets.
Secondly, it is evident that in absolute numbers, almost
half of the companies have recorded intangible assets
that are even lower than the average Macedonian salary.
Perhaps to some extent expected, Alkaloid and Telecom
have the highest value of intangible assets. These are the
only companies in which the percentage of intangible
assets are reflected as more than 1% of the total assets —
in Alkaloid the intangible assets are 12.6% of the total
assets of the company, while in Telecom, 11.89%. These
companies are the most internationalized because, in
addition to the domestic markets, they are present in
several foreign markets. Makedonski Telekom, as part of
the Deutsche Telekom Group, is present in more than
30 countries, covering most of the significant markets
throughout the world.’? The Alkaloid, through its
nineteen subsidiaries, is present in the entire Balkan
region, in some EU countries, as well as Russia and the
US.7! In Makedonijaturist, the intangible assets have the
lowest value, representing only 0.01% of the total asset

value.

Although the statistics refer to values taken from
accounting and financial statements, and intangible
assets cover more than just trademarks, it is obvious that
domestic companies are lagging not only in comparison
with the most successful companies on a global scale but
also with companies from the region. The main
disadvantage is, of course, the fact that most of the
domestic companies, no matter how powerful they are
nationally, operate only on the domestic market, or at
most at, the regional Balkan market. Globally, these are
very small markets, and consequently, the funds
allocated for brand promotion are minor. It remains to be

seen in the future whether some of the domestic

69 <www.mse.mk>.

70 Information on market presence of Deutsche Telekom,
<https://www.telekom.com/en/company/companyprofile/company-
profile-625808> accessed 6 June 2021.

7t Information on market presence of Alkaloid Skopje,
<https://alkaloid.com.mk/worldwide-en.nspx> accessed 6 June 2021.


https://www.telekom.com/en/company/companyprofile/company-profile-625808
https://www.telekom.com/en/company/companyprofile/company-profile-625808
https://alkaloid.com.mk/worldwide-en.nspx
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companies will expand to other regional or global
markets and whether that would lead to an increase of
investments in intangible assets such as trademark and

other IP assets.

6. CONCLUSIONS

Today, trademarks have significant value for companies’

worldwide success. In today’s globalized world,
conquering new commercialization of trademark and IP
rights, in general, opens new opportunities for companies
as a source of revenue. A significant part of the strategy
for the growth and development of successful companies
focuses on the strengthening and promotion of the

company’s brand and trademarks.

Today, there is an increasing trend of investment in
intangible assets, and in certain markets, investment in
intangible assets is greater than investment in tangible
assets. Statistics show that the value of the brand of many
of the world's most successful companies represents
between 20-40% of the company's value. Unlike the rest
of the world, Macedonian companies still devote
insignificant resources in terms of intangible assets,
traditionally relying on tangible assets such as production
facilities, plants, equipment etc. Evidence for this is the
fact that only in a small number of companies the value
of intangible assets is more than 10% of the value of total
assets of the company. This setup stems from the fact
that many of these companies are established and
operate mainly in the domestic market. As a recognizable
domestic brand, most of the funds are directed to the
production process to reduce costs and optimize
production. Another reason for this might be that since
these companies are embedded in the domestic market,
they are not incentivized to reflect the true value of IP in

their accounting and financial statements, or they lack

interest and understanding of the strategic value of IP.

Those companies that are focused on conquering new
markets, inevitably, must invest in promotion and

strengthening of the brand, and consequently,
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investments in intangible assets would have to be
significantly higher. In light of the EU integration process
occurring within the country, it is recommended that
domestic companies, and in particular successful
companies already established on the domestic market,
orient themselves to new markets and increase
investments in intangible assets and IP rights, thus
creating recognizable brands which will be able to

compete on the internal market of EU.
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11. CREATIVE DISRUPTIONS AND DIGITAL
COPYRIGHT REGIME OF AN AFRICAN FILM
INDUSTRY:

NOLLYWOOD’S PRESENT
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ABSTRACT

This paper analyses how creativity and inventions during
the digital era have influenced the Nigerian film industry.
Although, the Nigerian copyright jurisprudence has not
significantly adapted to digital interventions, the global
business

nature of audio-visual-cinematographic

practices will quicken such adaptation. Nollywood
represents the Nigerian film industry, which mostly
consists of the audio-visual production systems.
Nollywood is now the third largest film industry globally
by production metrics. Digital era cinematic productions
are changing the Nigerian film industry’s creative
structures in significant ways under a weak copyright
enforcement regime. Digital technology has become part
of Nollywood’s strategic method of eradicating film
piracy. Digital era interventions influenced the Nigerian

film industry to adapt its distribution systems of creations

after technology interrupted the former global
intellectual property (IP) regulatory Order. In this
instance, this old Order recognized only non-

technological creative works. This new distribution

system carries tremendous advantages beyond

combating piracy, including overcoming the negative

impact of a pandemic. This paper explores how the
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disruptions of digital technology, laws, local economic
inequities, and film piracy created the enabling
environment for Nollywood’s emergence while setting it
on an ingenious growth. It analyses the tension between
digital technology’s normative trends and copyright
ownership regimes created by the Beijing Treaty on
Audio-visual Performances (Beijing Treaty). It concludes
with certain prescriptions towards a sustainable film
industry.

Keywords: Nollywood,

intellectual property, digital

copyright, African films, creative disruption, fourth

industrial revolution, artificial intelligence.

1. INTRODUCTION

The core legal regime for protecting the film and audio-
visual industries are copyright and related neighbouring
rights, for example, performers of live music, dances and
broadcasting of creations within platforms that are not

tangible.! However, other intellectual property (IP)

regimes like patent, trademark, and unfair competition
laws still play significant legal protective roles in the
audio-visual industries.2 The World Intellectual Property
Organization (WIPO) led the charge in the late 1990s to
reconceptualize global copyright regimes to recognize
technological enhanced and supported creations.3 The
changes in copyright laws by most developed economies
encourage new businesses, which these new laws
fundamentally support.* For example, in the music

industry, the iTunes business model from Apple

Corporation was one of the early businesses that

law (BL) diploma from the Nigerian Law School, Lagos. He is a Licensed
Lawyer and Licensed Capital Market Solicitor.

1 Okediji RG, ‘Copyright and Public Welfare in Global Perspective’ (1999)
7 Ind J Global Legal Stud 117, 118-19; The Copyright Act (Laws of the
Federation of Nigeria) (2004), Cap 28, § 26 (describing neighbouring rights
as performer’s rights, which include performing, recording, broadcasting
live, dramatic performance, dance, mime, musical performance and
reading/recitation of literary act as far as it is a live performance given by
one or more individuals).

2 ibid.

3 Ginsburg JC, ‘Copyright 1992-2012: The Most Significant Development’
(2013) 23 Fordham Intellectual Property, Media and Entertainment Law
Journal 465.

4 Elkin-Koren N, ‘The Changing Nature of Books and the Uneasy Case for
Copyright’ (2011) 79 George Washington Law Review 101.
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leveraged the new 1990s copyright regime.5 In the film
and audio-visual industry, video on demand business
enterprises represent the new model of consuming visual
contents enhanced by digital technology and
jurisprudence.® Nollywood in its original and current
format, as this paper will analyze later, is a direct
outcome of the digital era enhanced productive
capabilities.” Copyright ownership is loosening due to
new distribution channels

powered by digital

technology.8. Therefore, the digital era creative

jurisprudence will impact its production ecosystem.

The contemporary digital legal regimes have further
liberalized and democratized copyright ownership
exclusivity.? Copyright sustains international trade
through regimes like the Trade-related Aspects of
Intellectual Property Rights (TRIPS) and the World Trade
Organization (WTO) guidance.l® Members of these
Treaties have made efforts to comply with the
unobstructed trade goals and multilateral engagements
of these instruments.!? Nollywood’s creative ownership
and performance rights’ regime has evolved from its

checked history to present day technology-enhanced

5 Gasser U, ‘ITunes: How Copyright, Contract, and Technology Shape the
Business of Digital Media-a Case Study’ (2004) Berkman Publication Series
No. 2004-07 <https://ssrn.com/abstract=556802> accessed
14 June 2021; Solo A, ‘The Role of Copyright in an Age of Online Music
Distribution’ (2014) 19 Media and Arts Law Review 169.

6 Raustiala K, Sprigman CJ, ‘The Second Digital Disruption: Streaming and
the Dawn of Data-Driven Creativity’ (2019) 94 New York University Law
Review 101.

7 Haynes J, et al., ‘Evolving Popular Media’ in Nigerian Video Films (2000)
51 (Nollywood emerged from the new inventions of digital technology. At
that time, VHS cassettes became the main source of contents production
and distribution in the films or audio-visual industry. In its later years,
Nollywood depends principally on digital streaming, an invention of the
digital era to produce, distribute and even fight illegal use of its contents-
films).

8 Raustiala K, Sprigman CJ, ‘The Second Digital Disruption: Streaming and
the Dawn of Data Driven Creativity’ (2019) 94 NYU Law Review 101;
Reidenberg J, ‘The Rule of Intellectual Property Law in the Internet
Economy’ (2007-2008) 44 Houston Law Review 1093; Carroll MW,
‘Disruptive Technology and Common Law Lawmaking: A Brief Analysis of
A & M Records, Inc v Napster Inc’ (2002) Public Law and Legal Theory
Working Paper No. 2003-3 <https://ssrn.com/abstract=376920> accessed
15 June 2021.

°Lim C, Chik W, ‘Whither the Future of Internet Streaming and Time-
Shifting? Revisiting the Rights of Reproduction and Communication to the
Public in Copyright Law after Aereo’ (2015) 23 International Journal of Law
and Information Technology 53-88.

10 Reidenberg (n 9).
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creations.12 Its growth continues with the body of

astounding works available for public consumption.13

Nollywood has grown to be Africa’s most successful film
industry and the third largest, globally after Hollywood
and Bollywood.!* By 2013, most economists considered
Nollywood as a formal sector in Nigeria’s developmental
growth.’> In 2014, Nollywood was a USD 5.1 billion
industry and added more than 5% value to Nigeria's
GDP.16 At the turn of the 20t century, digital technologies
enabled creative industries with humongous internal
revenue and income generation capacity.l” Digital
technologies changed the methods by which audio-visual

content and creative works reached the public.1®

Therefore, digital creations are disruptive technologies.1®

A disruptive technology is one that displaces an
established creative orthodoxy and builds a new business
method in an industry.2? Often, technological disruptions
influence industrial legal regimes. The existing legal
regime lags behind the trending technology, leaving the
courts to perform gatekeeping functions of husbanding
the new technologies.?! For example, in the United

States (US), Sony Corp. of America v Universal City

11 Kaminski ME, ‘The Capture of International Intellectual Property Law
through the US Trade Régime’ (2014) 87 Southern California Law Review
977.

2 carroll (n 9).

13 Tushnet R, ‘Performance Anxiety: Copyright Embodied and
Disembodied’ (2013) 60 Journal Copyright Society USA 209-248.

14 Bright J, ‘Meet Nollywood: The Second Largest Movie Industry in the

world’ (Fortune, 24 June 2015)
<http://fortune.com/2015/06/24/nollywood-movie-industry/> accessed
31 January 2021.

15 Liston E, ‘Hello Nollywood: How Nigeria Became Africa’s Biggest
Economy Overnight’ (The Guardian, 10 April 2014)
<https://www.theguardian.com/world/2014/apr/10/nigeria-africa-
biggest-economy-nollywood> 29 July 2019; Ezeonu |,
‘Nollywood Consensus: Modeling a Development Pathway for Africa’
(2013) 7 The Global South 179-199.

16 Amos F, ‘First Hollywood, then Bollywood, now Nollywood’ (ONE,
15 June 2015) <https://www.one.org/us/blog/first-hollywood-then-
bollywood-now-nollywood/> accessed 18 March 2021.

assessed

17 Ku RSR, ‘The Creative Destruction of Copyright: Napster and the New
Economics of Digital (2012) 69 U Chi L Rev 263.

18 Jedlowski A, ‘Small Screen Cinema: Informality and Remediation in
Nollywood’ (2012) 13 Television and Media 431-46.

19Ku (n 18).

20 Spar DL, Ruling Waves: From the Compass to The Internet, A History of
Business and Politics Along the Technological Frontiers (2001) 15.

21 jbid.


http://fortune.com/2015/06/24/nollywood-movie-industry/
https://www.theguardian.com/world/2014/apr/10/nigeria-africa-biggest-economy-nollywood
https://www.theguardian.com/world/2014/apr/10/nigeria-africa-biggest-economy-nollywood
https://www.one.org/us/blog/first-hollywood-then-bollywood-now-nollywood/
https://www.one.org/us/blog/first-hollywood-then-bollywood-now-nollywood/
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Studios, Inc., illustrates how a new technology enabled
the practice of ‘time shifting,” which is recording of
television shows for private viewing later.22 The video
cassette recorder (VCR) created by Sony Corporation
disrupted the ways in which movie studios distributed
movies to its consumers.?3 Movie studios in the lawsuit
claimed that the VCR contributed to the infringement of
their copyright by allowing unauthorized recording of the
contents.?* The US Supreme Court held that ‘time
shifting’ was a permissible fair use and that the VCR
system was legal because the technology was capable of
‘substantial non-infringing uses.’2® This US Supreme Court
decision validated disruptive technology like VCR.26 |t set
a precedent for US courts, affirming that new
technologies could balance the objectives of copyright
with their utilitarian purposes.?’” However, so far the

Nigerian courts have not given guidance on the digital era

IP jurisprudences in a fundamental way.

2. ARTICLE ROAD MAP

This article evolves in three Parts. Part one examines the
historical factors that influenced the emergence of a new
film ecosystem and Nollywood. It critically examines the
intersections of culture and a new technology in the birth
of the contemporary Nigerian film industry. Part two
analyzes how the digital era laws like the Beijing Treaty
have expanded the moral and economic rights of
cinematic creatives, especially actors and performers,
and its legal impact on Nollywood. Part three further
explores the devolution of the new rights for creatives in

Nollywood, especially ownership, authorship and the

22464 U.S. 417 (1984).

23 |d 441-443.

24 ibid.

25 |d 441-442.

26| ee E, ‘Technological Fair Use’ (2010) 83 S. Cal Rev 797.

27 Ghosh S, ‘The Transactional Turn in Intellectual Property’ (2010) 35
Dayton L Rev 329, 334-35.

28 Haynes J, Nollywood: The Creation of Nigerian Film Genres (University
of Chicago Press, 2016) 1.

20 Jedlowski A, ‘From Nollywood to Nollyworld:
Transnationalization in the Nigerian Video Film Industry’ in Krings M,
Okome O (eds), Global Nollywood, The Transnational Dimensions of An
African Video Film Industry (Indiana University Press 2013) 1, 25-45.

30 Esonwanne U, ‘Interviews with Amaka Igwe, Tunde Kelani, and Kenneth
Nnebue’ (2008) 39 Research in African Literatures 24-39.

Processes of
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responsibilities of their collective societies. It concludes

with the postscript of the legal landscape of Nollywood.

A. PART ONE: DIGITAL INTERVENTION AND THE
EMERGENCE OF A NEW FILM INDUSTRY

The Birth of Nollywood

At the beginning of the 1990s, the Nigerian film creatives
introduced a new genre of film production, which solely
depended on audio-visual production systems.?® Other
African countries copied the Nollywood genre and
production system, which was more economically
feasible than celluloid film production.?® The audio-visual
mode of film production was popularized by a Nigerian
filmmaker, Kenneth Nnebue, in the early 1990s. As
opposed to the celluloid type films, it captured the
yearning taste for cinematic entertainment and filled the

gap that cinema theatres left open.3°

In the early 1990s, Kenneth Nnebue, Chris Obi Rapu and
Okechukwu Ogunijiofor scripted, produced, and directed
‘Living in Bondage’, the film that began the Nollywood era
in Nigeria.3! Kenneth Nnebue imported empty caches of
video home system (VHS) tapes from Asia for purposes
unrelated to filmmaking but creatively changed the
purposes of the goods by recording Living in Bondage on
them.32 He took advantage of the digital technology
available at that time to primarily make an income during
a period of dire national economic meltdown.33 He has
stated that his primary reason for engaging in filmmaking

was commercial.3* Apart from starting a new creative

31 Literary and legal scholars have adequately captured the history and
background related to the emergence of the Nollywood industry. Those
narratives can be found in the following works: Onuzulike U, ‘Nollywood:
The Birth of Nollywood’ (2007) 22 Black Camera 25; Jedlowski A, ‘When
the Nigerian Video Film Industry became “Nollywood”: Naming, Branding,
and the Video Transnational Mobility’ (2011) 33 Estudos Afro-Asiatcos-
Ano 225-51; Arewa O, ‘The Rise of Nollywood: Creators, Entrepreneurs,
and Pirates’ (2012) Legal Studies Research Paper Series No.2012-11
<https://ssrn.com/abstract=2011980> accessed 18 July 2019; Haynes J,
Nollywood: The Creation of Nigerian Genre (2016); Olayiwola A, ‘From
Celluloid to Video: The Tragedy of the Nigerian Film Industry’ (2006) 59 J.
F. & Video 56.

32 Esonwanne (n 31) at 24.

33 ibid at 26-27.

34 ibid.
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industry, Nnebue deliberately set the stage for Nigerian
creatives to become artistic and literary entrepreneurs
that would later change the income earning power of
Nollywood actors.3> This singular innovation of Nnebue
created a film genre peculiar to Sub-Saharan Africa.3¢ The
history of Nollywood has been widely recorded in legal
and non-legal literature.3” Therefore, this paper would

not expand on the historical background of the industry.

The seamy side of the VCR devices, which is a typology of
the digital era technology, was that it enabled easy
duplication of audio-visual content leading to widespread
film piracy.3® The straight to video (STV) production
system became the weak link in the Nollywood
distribution chain because the digital versatile disc (DVD),
videotapes, and VHS cassettes had no protection against
illegal duplication. Nollywood lost around
USD two million yearly during its early years to film piracy
and artists earned less income for their creative works.3°
Film piracy became Nollywood’s Achilles’ heel because
digital technology that enabled the rapid production of
films by authentic flmmakers, had become the method
of replicating illicit copies of Nollywood films.%0 The illicit
film replication continues in large volumes and is
unregulated.*r A quarter century after the first
Nollywood films emerged, the industry is now at a

crossroad that requires enhanced copyright protection.*?

35 Esonwanne (n 31).

36 Arewa (n 32).

37 Onuzulike; Arewa; Haynes; Olayiwola (n 33).

38 Obi-Uchendu E, ‘Nollywood, Piracy and the Millennial Crisis’ (The
Huffington Post, 7 March 2014) <http://www.huffingtonpost.com/ebuka-
obiuchendu/nollywood-piracy-and-the-millennial-
crisis_b_4665209.html> accessed 16 February 2021.

3% ibid.

40 Oludayo T, Okoro P, ‘Movie Piracy Networks at Alaba International
Market, Lagos Nigeria’ (2018) 62 International Journal of Offender
Therapy and Comparative Criminology 274-285.

41 ibid.

42 Lawal-Arowolo A, ‘Copyright Exploitation: The “Nollywood” (Nigeria)
Film Market’ (2015) <https://ssrn.com/abstract=2694906> accessed
15 June 2021.

43 Jedlowski (n 30) at 27; Uzoatu U, ‘The Transition of Onitsha Market
Literature to Home Movies’ (Premium Times (Nigeria), 4 December 2012)
<http://www.premiumtimesng.com/arts-entertainment/109722-the-
transition-of-onitsha-market-literature-to-home-movies-by-uzor-maxim-
uzoatu.html> accessed 18 February 2021.

4 Correy M, ‘Nollywood: A Socially Conscious Cinema?’ (2008) 22 Black
Camera 137.

45 Olayinwola (n 32).
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The digital era technology has made the production of
non-celluloid films less expensive.*® For example, a STV
content using a VHS, compact disc (CD), or DVD in
Nollywood can take a period between one week to
two months for less than a two-hour movie.** Film
production on celluloid systems takes much longer and
costs more to deliver compared to digitally produced
movies.*> Nollywood had no formal distribution system
for its films, but resorted to street vendors and the
existing market distribution hubs of Onitsha, Alaba, and

Idumota markets.*®¢ These commercial centers were

renowned markets for electronics and general

merchandise.*” Without regulation of the distribution of
Nollywood films, it was easy for filmmakers and non-
filmmakers to seize the opportunity and create an

informal distribution network.48

B. THE DEMOCRATIZATION OF A CREATIVE SPACE

Digital technologies democratized the cinematic creative
and productive space with its attendant changes to
laws.*® Filmmakers did not require big budgets or
expensive sophisticated equipment to make movies
anymore.®® The pre-existing Nigerian film industry
processes and practices followed the traditional studio

formalized production systems.>! Few filmmakers and

46 Uzoatu (n 44) (Onitsha is in the eastern region of Nigerian and a popular
trading center. Idumota and Alaba are popular market centers in Lagos in
the western region of Nigeria. Idumota and Alaba market mostly serve
Nigerians living in Lagos, the commercial nerve center of Nigeria and
major cities in western Nigeria. Onitsha market caters for Nigerians living
in the eastern and southern region. The marketers had inside knowledge
of the consumption pattern for indigenous Nigerian cultural goods and
maximized these traits for effective promotion of Nollywood movies. The
established network of these marketers enhanced the outreach of
Nollywood'’s publicity among consumers. The early publicity by Onitsha,
Idumota and Alaba marketers gave Nollywood’s genre the notoriety,
which spurred its ascendancy as a global movie industry).

47 McCall J, ‘Nollywood Confidential: The Unlikely Rise of Nigerian Video
Film’ (2004) 95 Transition 98.

48 ibid.

4 Steele J, ‘Power to the People: The Democratization of Film’ (HuffPost,
25 May 2011) <https://www.huffpost.com/entry/power-to-the-people-
the-d_1_b_829303> accessed 9 March 2021; Katyal SK, ‘Privacy Vs.
Piracy’ (2005) 7 Yale Journal of Law and Technology 222.

50 Ryan C, ‘New Nollywood: A Sketch of Nollywood’s Metropolitan New
Style’ (2015) 58 African Studies Review 55-76.

51 Arewa OB, ‘Nollywood and African Cinema’ in Calboli I, Ragavan S (eds),
Diversity in Intellectual Property -Identities, Interests, and Intersections
(Cambridge University Press 2015) 367-383.


http://www.huffingtonpost.com/ebuka-obiuchendu/nollywood-piracy-and-the-millennial-crisis_b_4665209.html
http://www.huffingtonpost.com/ebuka-obiuchendu/nollywood-piracy-and-the-millennial-crisis_b_4665209.html
http://www.huffingtonpost.com/ebuka-obiuchendu/nollywood-piracy-and-the-millennial-crisis_b_4665209.html
https://ssrn.com/abstract=2694906
http://www.premiumtimesng.com/arts-entertainment/109722-the-transition-of-onitsha-market-literature-to-home-movies-by-uzor-maxim-uzoatu.html
http://www.premiumtimesng.com/arts-entertainment/109722-the-transition-of-onitsha-market-literature-to-home-movies-by-uzor-maxim-uzoatu.html
http://www.premiumtimesng.com/arts-entertainment/109722-the-transition-of-onitsha-market-literature-to-home-movies-by-uzor-maxim-uzoatu.html
https://www.huffpost.com/entry/power-to-the-people-the-d_1_b_829303
https://www.huffpost.com/entry/power-to-the-people-the-d_1_b_829303

Samuel Samiai Andrews, Creative Disruptions and Digital Copyright Regime of an African Film Industry: Nollywood’s Present

Continuous Path

film production entrepreneurs dominated the Nigerian
film industry during the period after independence in
1960 until the early 1990s.>2 Ola Balogun, Eddie
Ugbomah, and Hubert Ogunde were the pioneer
filmmakers in Nigeria during the celluloid era of
filmmaking, immediately post Nigerian Independence.>3
Ola Balogun produced the first Yoruba and Igbo speaking
Nigerian film.>* The 1990s opened up the creative space

for new works and creative entrepreneurs.>>

The Outer Reach

In  the aftermath of diversifying  Nigerian
telecommunication systems, mobile phones and devices
quickly became vital distribution channels for Nollywood
films.56 In late 2011, private telecommunication service
providers acquired the capacity to stream video films to
Nigerians through mobile devices and wireless means.5”
Digital technology introduced the system of streaming
music and films which influenced the rise of the video-on-
demand (VOD) business.>® At the same time, a new crop
of Nollywood filmmakers revisited the celluloid format of
making films with a big budget.>® Nollywood filmmakers
revived the showing of films in cinema theatres, preceded
with elaborate premiering events. The hybrid distribution

and production systems of celluloid and digital formats

52 QOlayiwola A, ‘From Celluloid to Video: The Tragedy of the Nigerian Film
Industry’ (2006) 59 J. F. & Video 56.

53 ibid.

541d at 141 (Amadi the first Igbo language film was produced in 1975; It is
a story of a man who could not cope with city life in Lagos. He had to move
back to his village to restart his life. While in the village he used the skills
learnt in the city to develop an agricultural entrepreneurial business).

55 Ebewo PJ, ‘The Emerging Video Film Industry in Nigeria: Challenges and
Prospects’ (2007) 58 Journal of Film and Video 46-57.

56 Ryan (n 51).

57 ibid.

8 Eleanya F, ‘Nigeria’s Streaming Industry Booms but Data Cost Slows
Growth’ (BusinessDay, 16 March 2021) <https://businessday.ng/life-
arts/article/nigerias-streaming-industry-booms-but-data-cost-slows-
growth/> accessed 16 March 2021; Haynes (n 29) at 285-300; Rechardt L,
‘Streaming and Copyright: A Recording Industry Perspective’ (WIPO
Magazine, May 2015)
<https://www.wipo.int/wipo_magazine/en/2015/02/article_0001.html>
accessed 17 March 2021; British Broadcasting Service, ‘Nigeria Awards
Telecoms Licenses News’ (BBC  News, 19 January 2001)
<http://news.bbc.co.uk/2/hi/business/1126538.stm> accessed
16 March 2021; Ayodeji AM, ‘Regulatory
Telecommunication Sector: A Comparative Analysis between Nigeria and
South Africa’ (2015) 23 Africa J Int'l & Comp L 273.

59 Jedlowski (n 30) at 37-38 (In 2006, Jeta Amata, was one of the early
Nigerian filmmakers to use digital era production systems and techniques
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coupled with the revival of film showings in multiplexes

and cinema theatres makes up the ‘New Nollywood’.5°

The phrase ‘New Nollywood’ distinguishes the creative
texture and business model of the Nigerian indigenous
film industry that evolved in the early 1990s (the classic
Nollywood) and the production systems that began in the
latter half of 2000.%! In the COVID-19 pandemic era,
Nollywood filmmakers were able to stay afloat during the
restrictions associated with the pandemic by relying on
income streams from the digital distribution of their
content.®2 Digital technology enhanced the home
entertainment experience during the lockdown and other
restrictions put in place to safeguard public health.3

C. PART TWO: DISRUPTIVE AND CREATIVE

JURISPRUDENCE

a) Nollywood and Digital Copyright

Legal scholars introduced the concept of ‘digital

copyright’ at the beginning of this millennium to
emphasize the recognition of the interface of digital
technology and copyright laws in the protection of
creative rights.64 The consequence of the Internet

Treaties of the mid 1990s initiated by WIPO, was the

with the movie Amazing Grace, which came with premiering style
distribution and high budget film productions).

60 Haynes J, ““New Nollywood”: Kunle Afolayan’ (2014) 5 Black Camera 53-
73; Tsaaior JT, ““New” Nollywood Video Films and the Post/Nationality of
Nigeria’s Film Culture’ (2018) 49 Research in Africa Literature 145-162.

61 pratt L, ‘Good for New Nollywood: The Impact of New Online
Distribution and Licensing Strategies’ (2015) 3 International J. Cult.
Creative Ind. 70-84.

62 ‘Nigeria’s Film Industry has Taken a Viral Knock’ (The Economist,
27 August 2020) <https://www.economist.com/middle-east-and-
africa/2020/08/27/nigerias-film-industry-has-taken-a-viral-knock>
accessed 15 May 2021; ‘Nigeria’s Nollywood gets Creative in Response to
COVID-19 (France 24 4 June 2020)
<https://www.france24.com/en/20200604-nollywood-innovates-in-

News,

response-to-covid-19> accessed 15 May 2021.

63 The Economist (n 63).

& Melendez-Juarbe HA, ‘Creative Copyright for Creative Business’ (2010)
1 U Puerto Rico Bus LJ 137; See also Duarte D, et al., ‘How the Creative
Industries Can Boost the Global Economy’ (World Economic Forum,
18 June 2015)  <https://www.weforum.org/agenda/2015/06/how-the-
creative-industries-can-boost-the-global-economy/> assessed
30 January 2021; Lee E, ‘Technological Fair Use’ (2010) 83 S. Cal Rev 797;
See further Andrews SS, ‘Developing a Copyright Curriculum for Nigerian
Universities for the Creative Digital Space’ (2022) 71 GRUR International
Journal of European and International IP Law 322-334.
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global recognition of new copyright laws that recognized
protecting creativity with technological means.®> The
WIPO Copyright Treaty (WCT), WIPO Performances and
Phonograms Treaty (WPPT) and other Internet Treaties
were outcomes of the digital era jurisprudence.®® The
digital regimes of the Internet era included the right to
protect one's copyright with technical protection
measures.®’ It also included regimes like the rights of
making available and publicly communicating protected
works, Takedown, Putback and moderating rights for
works, Internet Service Providers’ rights, safe harbor
protection and

copyright management

organizations’ (CMO) enhanced rights to protect

members' work.68

As an extension of the Internet Treaties, further changes
to the copyright regimes included the Beijing Treaty on
Audio-visual Performance (Beijing Treaty) and the
Marrakesh Treaty to Facilitate Access to Published Works
for Persons Who Are Blind, Visually Impaired or
Otherwise Print Disabled (Marrakesh Treaty).5® The
Beijing Treaty is the most relevant regime for the theme
of this paper being the laws that would directly affect the

audio-visual creativity of the Nollywood industry.

The Nollywood industry has experienced three phases of
technological disruption that significantly influenced its

mode of production.”® The first phase was the digital

65 Osborn LS, ‘Intellectual Property Channeling for Digital Works’ (2018)
39 Cardozo Law Review 1303.

66 Okediji R, ‘The Regulation of Creativity Under the WIPO Internet
Treaties’ (2009) 77 Fordham Law Review 2379.

67 Ginsburg JC, ‘The Pros and Cons of Strengthening Intellectual Property
Protection: Technological Protection Measures and Section 1201 of the
US Copyright Act’ (2007) Columbia Public Law Research Paper No. 07-137
<https://ssrn.com/abstract=960724> accessed 15 June 2021.

8ibid.

69 Von Lewinski S, ‘The Beijing Treaty on Audiovisual Performance’ (2012)
6 Auteurs and Media 530-546; Ncube CB, et al., ‘Beyond the Marrakesh
VIP Treaty: Typology of Copyright Access-Enabling Provisions for Persons
with Disabilities’ (2020) Journal of World Intellectual Property 1-17.

70 Adejunmobi M, ‘Charting Nollywood’s Appeal Locally & Globally’ (2010)
28 African Literature Today 106; Ku RSR, ‘The Creative Destruction of
Copyright: Napster and the New Economics of Digital Technology’ (2002)
69 U Chi L Rev 263.

1 Jeyifo A, ‘Will Nollywood Get Better? Did Hollywood and Bollywood Get
Better?’ (2008) 12 West Africa Review 13-21.

72 Esonwanne (n 31).

73 Leistner M, ‘Copyright Law on the Internet in need of Reform:
Hyperlinks, Online Platforms and Aggregators’ (2017) JIPLP 2017
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duplication of visual content, which created a movie
industry entirely on VHS, CD-ROM, VCD, and later DVD.”!
Kenneth Nnebue’s ‘Living in Bondage’ film is a product of
the first phase of technological disruption with his then
novel idea of using empty VHS cassettes he imported
from Japan for duplicating his film and marketing them in

that format.”2

The second phase was the User Generated Content (UGC)

phase where third parties either created original

contents or derivatively created contents from pre-
existing original works.”> Social media like YouTube
distributes most of these UGC. The third phase of
technology disruption is the practice of uploading and

streaming Nollywood films on the Internet.”* For

example, YouTube, IROKOtv, Netflix and other VOD
platforms enable uploading of copyrighted video films.”>
Most of the time, these social media platforms are
channels for uploading unauthorized films.”® Such new
distribution methods for Nollywood films implicate a

creator’s copyright and other IP rights.””

Innovators on new platforms like the Internet and
software-driven sites began to rely on new legal regimes
to protect their creative content both online and offline.”®
The Nigerian legal systems have not yet recognized
regimes like licenses, torts and contracts. The Nigerian

copyright law and policies, especially in the distribution

<https://ssrn.com/abstract=3245950> accessed 15 June 2021;
Vongthip V, Nakorn PN, ‘Internet Service Providers and its Role of Hosting
User Generated Content under the United Kingdom and European Union
Regime’ (2017) 6 (2) PSAKU International Journal of Interdisciplinary
Research <https://ssrn.com/abstract=3261140> accessed 15 June 2021.
74 Obiaya |, ‘Nollywood on the Internet: A Preliminary Analysis of an Online
Nigerian Video Film Audience’ (2010) 2 Journal of African Media Studies
321-38.

75 ibid.

76 Garon JM, ‘Content, Control, and the Socially Networked Film’ (2009)
<https://ssrn.com/abstract=1480160> accessed 16 June 2021.

77 Bramble NW, ‘Safe Harbors and the National Information Infrastructure’
(2013) 68 Hastings LJ 325.

78 Kabanda P, ‘An Untapped Economy: Africa’s Creative Sector, (World
Policy Organization, 19 February 2014)
<https://worldpolicy.org/2014/02/19/an-untapped-economy-africas-
creative-sector/> accessed 16 June 2021; Litman J, Digital Copyright
(Maize Books 2017) 143; Friedman WA, Jones G, ‘Creative Industries in
History’ (2011) 23 Bus Hist Rev 237-44; Pager S, ‘The Role of Copyright in
Creative Industry Development’ (2017) Law Dev Rev 1.
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of audio-visual content, lags behind technology.”®

However, in 2015, the Nigerian  Copyright
Commission (NCC) began the process of amending its
copyright laws to include the digital means of film
production. The NCC proposed law covered creative
rights associated with emerging new technologies.®0 In
the global IP space, WIPO and other international
creatives are working to adapt cinematographic
industries to effective legal and policy outcomes of the

digital era.

b) The Beijing Treaty Regime and the Nigerian Film

Industry

The Beijing Treaty grants a Nollywood actor the economic
rights of reproduction, distribution, rent and making
available her work.8! Nollywood actors invariably would
have the right to authorize the fixation and
communication of their performances on an audio-visual
format and on the Internet.82 The Treaty grants
contracting State parties the option of stipulating in their
national laws that actors may exchange the right of
authorization for equitable entitlements.83 The equitable
entitlements are for the direct or indirect use of their
works in audio-visual format made available to the
public.8* The Beijing Treaty

jurisprudence may

7 Prather M, ‘How digital is unleashing Africa’s creativity’ (World
Forum, 11 November 2015)
<https://www.weforum.org/agenda/2015/11/how-digital-is-unleashing-

Economic

africas-creativity/> assessed 16 June 2021.

80 Nigerian Copyright Commission, ‘Introductory Notes’ Draft Copyright
Bill (2015) 3 Nigerian Copyright Commission Draft Copyright Bill (2015)
<http://graduatedresponse.org/new/wp-
content/uploads/2016/02/DRAFT_COPYRIGHT_BILL_NOVEMBER-
_2015.pdf> accessed 25 February 2021.

81 ‘Main Provisions and Benefits of Beijing Treaty on Audio-visual
Performance (2012)’ (wipo, 2016)
<https://www.wipo.int/edocs/pubdocs/en/wipo_pub_beijing_flyer.pdf>
accessed 16 June 2021.

82 Beijing Treaty, Article 12(3) (‘independent of the transfer of exclusive
rights described above, national laws or individual, collective or other
agreements may provide the performer with the right to receive royalties
or equitable remuneration for any use of the performance, as provided
this Treaty including as regards Articles 10 and 11’); Beijing Treaty,
Articles 7-11 (setting out exclusive rights of authorization for performers,
exclusive rights of making available fixed performances and exclusive
rights to establish remuneration for secondary uses of fixed audio-visual
performances); WIPO, ‘The Beijing Treaty’
<https://www.wipo.int/beijing_treaty/en/> accessed 18 April 2021
(emphasizing the economic and moral rights of performers like actors in
the digital era).
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democratize creative right ownership of performers and
actors the same way digital era technologies did for

cinematic productions.8>

Contracting Parties may also stipulate in their national
laws that once an actor consents to the audio-visual
fixation of a performance, the exclusive rights of
authorization transfers to the producer of the film.8¢ This
right of transfer would not deny the actor any right to
royalty or equitable remuneration in the performance.8”
For Nollywood actors to enjoy the benefits of the
equitable remuneration provision of the Beijing Treaty,
Nigeria must domesticate it in its laws. Comparatively,
the US’ protection of performances under the Beijing
Treaty has raised questions about the legality of granting
copyright protection to audio-visual performers.88 The
Beijing Treaty has granted performers and actors codified

moral and economic rights with a global scope.?

Some US legal scholars claim that the Beijing Treaty
would introduce moral rights concepts into the US
through a back door and affect the public domain
exception for copyright works.?© These scholars have
raised concerns about the broad ramification of the
Beijing Treaty provisions as having a chilling effect on fair

use of copyrighted works.?! They assert that performers

83 Beijing Treaty, Article 12 (‘(1) A Contracting Party may provide in its
national law that once a performer has consented to fixation of his or her
performance in an audio-visual fixation, the exclusive rights of
authorization provided for in Articles 7 to 11 of this Treaty shall be owned
or exercised by or transferred to the producer of such audio-visual fixation
subject to any contract to the contrary between the performer and the
producer of the audio-visual fixation as determined by the national law.’);
Copyright Act (Laws of the Federation of Nigeria) (2004), Cap. 28 § 10(4)
(‘in the case of a cinematograph film or sound recording the author shall
be obliged to conclude, prior to making of the work, contracts in writing
with all those whose works are to be used in the making of the work’).

84 Beijing Treaty (n 83 and 84).

85 ibid.

86 jbid.

87 ibid.

88 Travis H, ‘WIPO and the American Constitution: Thoughts on a New
Treaty Relating to Actors and Musicians’ (2014) 16 Vanderbilt Journal of
Entertainment and Technology Law 45; Rossini C, et al., ‘ Beijing Treaty on
Audio-visual Performances: We Need to Read the Fine Print’ (Electronic
Foundation, 24 July 2012)
<https://www.eff.org/deeplinks/2012/07/beijing-treaty-audiovisual-
performances> accessed 16 June 2021.

8 WIPO (n 82).

% Travis (n 89) at 61-67.

91 Rossini (n 89).
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may abuse the exclusive powers granted by the Treaty to
prevent others from benefiting from their works even
when its use is within fair use.®? However, this paper
avers that Member States may use the legal exceptions
of fair use or fair dealing within its national legislations to
check a performer’s overbearing use of her exclusive
rights (performer’s rights abuse).?® For example, in
Nigeria the proposed Copyright Amendment Bill has
certain exceptions or exemption provisions that may allay
the fears of industry stakeholders on performer’s rights

abuse.?*

c) Amending the Laws Regulating Nollywood

The digital era cinematic production systems have
significantly shifted copyright ownership and authorship
holdings from its nuclear control to a diverse holding
system.®> In response to the changing legal regimes of the
215t century digital era, the NCC completed the Nigerian
Copyright Act amendment project in 2015.% The NCC
submitted the proposed law to the Federal Government
of Nigeria for further legislative and executive processes
needed to give Nigeria a new copyright law that fulfils the
exigencies of the digital era productive methods.%”

Unfortunately, the process of amending the Nigerian

92Travis (n 89) at 80-81.

93 ‘Beijing Treaty: Helping Audio-visual Performers-Background Brief’
(wipo, January 2014)
<https://www.wipo.int/pressroom/en/briefs/beijing_treaty.html>
accessed 16 June 2021.

%4 The Copyright Act (Laws of the Federation of Nigeria) (2004), Cap. 28,
§§6, 7, and 8, Second Schedule (Repeal & Re-enactment) Bill (2021)
(SB. 688) (This Law is sponsored by Senator Tokunbo Abiru. It finally got
its first Reading on 4 May 2021 and has now gone through the second
legislative reading).

9 Goshen Z, Levit D, ‘Common Ownership and the Decline of the American
Worker’ (2021) Columbia Law and Economics Working Paper No. 653
<https://ssrn.com/abstract=3832069> accessed 2 May 2021.

% Oluwasemilore IA, ‘Nigeria Copyright Law and Digital Reform’ (2018) 9
WIPO-WTO Colloquium Papers 119
<https://www.wto.org/english/tratop_e/trips_e/colloquium_papers_e/2
018/chapter_9_2018_e.pdf> accessed 25 February 2021.

97 1bid.

% Draft Copyright Bill (2015) § 55(2) (Nigeria) (stating, ‘In this part, —
performers — includes actors, singers, musicians, dancers, and other
persons who act, sing, deliver, declaim, play in, interpret, or otherwise
perform literary or artistic works or expressions of folklore irrespective of
whether the work was fixed or only fixed during performance’); The
Copyright Act (Laws of the Federation of Nigeria) (LFN) (2004), Cap. 28
§10(4) (‘in the case of a cinematograph film or sound recording the
author shall be obliged to conclude, prior to making of the work, contracts
in writing with all those whose works are to be used in the making of the
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copyright law is suffering delay, without official reasons

from the Nigerian regulatory authorities.

d) Defining Nollywood Actor’s Copyright

The current Nigerian Copyright Law and the proposed
amendment does not explicitly define a movie actor’s
copyright. However, the current Copyright Law and the
proposed amendments have given direction on the scope
of Nollywood filmmakers’ and actors’ copyright.®8 Films,
including audio-visual works like Nollywood creations are
literary works.?® The current Nigerian Copyright Law
assigns screenplay and the screenwriter with protection
because this category of creation belongs to the
traditional class of authors.’ The director of a film
generally derives copyright protection from their artistry
and creative application of skills.11 These directing skills
and their application in the filmmaking process should be
original.192 For example, originality may emerge from
how a film director manoeuvres the angle of a camera
and applies lighting techniques in making a movie, which
would attract copyright protection.’9® However, for
producers of Nollywood films, copyright arises mostly
from industry traditions, contractual arrangement and

the existing Copyright Law.104

work’) (meaning that the author, the one who makes, financial, logistic
and fundamental investments and arrangements for the making of the
film is mandatorily required to enter a written contract with all those
creatives whose work, including performances, are to be used in the
making of the film); The Copyright Act (LFN) (2004), §§ 26-28 (Nigeria).

% The Copyright Act (LFN) (2004), & 1(d) (Nigeria); Ng A, ‘The Author’s
Rights in Literary and Artistic Works’ (2009) 9 John Marshall Review of
Intellectual Property Law 453.

100 Chon M, ‘The Romantic Collective Author’ (2012) 14 Vanderbilt Journal
of Entertainment and Technology Law 829-848; Bowrey K, Copyright,
Creativity, Big Media and Cultural Value: Incorporating the Author
(Routledge, 2021).

101 Hughes J, ‘Actors as Authors in American Copyright Law’ (2018) 51
Connecticut Law Review 409; Moore S, ‘So Just Who Owns Copyright to
that (Forbes, 6 July 2015)
<https://www.forbes.com/sites/schuylermoore/2015/07/06/so-just-
who-owns-the-copyright-to-that-film/?sh=606f720e1920>
16 June 2012; Dougherty FJ, ‘Not a Spike Lee Joint? Issues in the
Authorship of Motion Pictures Under US Copyright Law’ (2001) 49 UCLA
Law Review 225.

102 Hughes (n 101); Dougherty (n 102).

103 Dougherty (n 102).

104The Copyright Act (LFN) (2004), Cap. 28 § 10(1) (copyright conferred by
sections 2 and 3 of this Act, shall vest initially in the author), § 51(f)
(‘author’ in the case of cinematograph film, means the person by whom
the arrangement for making of the film were made, unless the parties to
the making of the film provide otherwise by contract between
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e) Copyright Owner or Author? Which is which in

Nollywood?

The current Nigerian Copyright Law joins other common
law jurisdictions like the US and Canada in emphasizing a
single author as one creative genius and the central pillar
of creativity.1% An author in the Nollywood industry
would be ‘...the person by whom the arrangements for
making of the film were made...”1% The ‘making-
arrangement’ definition seems suited for the corporate
or deep pocket financiers of cinematographic works.107
Unfortunately, the definition of a film author under the
current law is not helpful and inclusive of the audio-visual
collaborative process. The first two sections of the law
indicate the preference for an author as the foundation
of creativity.1%8 These two sections use the word ‘author’
to refer to creators of copyright works.1% However, it
grants ownership of copyright during assignment and
licensing to the assignee or licensee.110 If the Nigerian law
had intended a copyright author and owner to have the
same meaning, the law should have expressly stipulated
the need to seek license or authorization from the author
of a film, as it had done all along in cases of written
contracts.’’* The Nigerian Copyright Law perhaps
intended a copyright author and owner to possess the
capacity of exercising non-exclusive rights despite its

clear provisions in Section 6.112 The convoluted scenario

themselves); (Draft Copyright Bill (Nigeria) (2015), §24(1); Bond
Emeruwa, Former President Audio-visual Society of Nigeria, conversation
with author (17 June 2017). Transcript available with author of this article.
105 GinsburgJ, ‘The Concept of Authorship in Comparative Copyright Law’
(2003) 52 DePaul Law Review 1063, 1064-1072; The Copyright Act (LFN)
(2004), Cap. 28 § 10(1); 2(a) (b) (stating ‘Copyright conferred by sections 2
and 3 of this Act shall vest initially in the author...the copyright shall
belong in the first instance to the author, unless otherwise stipulated in
writing under the contract.’).

106 The Copyright Act (LFN) (2004), Cap. 28 § 51.

107 |n reality with developing societies like Nigeria a budding filmmaker
does not have the capacities to be ‘making arrangements...’; Bond
Emeruwa (n 104).

108 The Copyright Act (LFN) (2004), Cap. 28 §§ 10(3); 2(1) (3) (4).

109 |bid; Draft Copyright Bill (Nigeria) (2015, §§ 9, 55; Ginsburg J, ‘The
Author’s Place in the Future of Copyright’ in Okediji R (ed.), Copyright in
an Age of Exceptions and Limitations (Cambridge University Press 2017)
60-84; Ginsburg J, ‘The Concept of Authorship in Comparative Copyright
Law’ (n 105 and 106).

110 The Copyright Act (LFN) (2004), Cap. 28 § 11(5) (6).

111 |bid, § 10(3) (“...but in all other aspects, the author shall be the first
owner of the copyright in the work...").
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of copyright authorship and ownership regime seems a
case of poor legislative drafting which the impending

amendment has attempted to cure.113

f) Copyright Author and Owner under the

Impending Nigerian Copyright Law

Section 24 of the Draft Copyright Bill (2015) vests
copyright ownership initially in an author.1* The use of
the word ‘initially’ connotes the transferable nature of
copyright ownership.115> The drafting language of the
Draft Copyright Bill uses the words ‘copyright owner’ and
‘author’ interchangeability.16 However, the same law
has shown that one must first become a copyright author
before ownership of the same.?” The Draft Copyright Bill
has shown that you can be a copyright owner but not an
author.11® The signalling phrase showing this distinction

in the impending law states that:

[...] an author or other owner.”11® The proposed

amendment to the copyright law further

attempts to differentiate the incidents of

ownership, stating that owning a material that
embodies a copyrighted work does not transfer
or assign such copyright, nor does owning a
copyright that is embedded in a material, confer

ownership of the material.120

112 The Copyright Act (LFN) (2004), Cap. 28 §§ 6 & 15.

113 Draft Copyright Bill (Nigeria) (2015), §§ 4(1); 24(1).

114 The Copyright Act (n 105).

115 |bid.

116 | bid.

117 ibid § 26(9) (‘Unless otherwise provided by agreement, an author or
other owner of copyright who has transferred his copyright or granted a
license for the exploitation of a work shall not be deemed to have
transferred the right of ownership in the material object in which the work
is embodied.’); This section also shows that the words, copyright owner
and copyright author are distinct in application.

118 Draft Copyright Bill (Nigeria) (2015), § 26(9) (‘Unless otherwise
provided by agreement, an author or other owner of copyright who has
transferred his copyright or granted a license for the exploitation of a
work shall not be deemed to have transferred the right of ownership in
the material object in which the work is embodied’).

119 Draft Copyright Bill (Nigeria) (2015), § 26(9).

120 Draft Copyright Bill (Nigeria) (2015), §§26(7) (8) (9) (‘(7) (‘[sic]
Ownership of the material object in which a work is embodied shall not
infer ownership of copyright in that work. (8) ..Where an owner of
copyright transfers the right of ownership of the material object in which
the work is embodied, he shall not be deemed to have transferred his
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D. PART THREE: THE FORMAL NOLLYWOOD

In a filmmaking project, traditionally, creativity spreads
across various stages of film production.?! Proprietary
creation begins from the conceptualization of the film
story to the screenplay stage of filmmaking and continues
to the editing of the finished shoot.122 The allocation of
the Nigerian copyright focuses on rewarding the source
of funding a film project.123 Establishing Nollywood
formal internal norms and culture could set standards for

efficient creative practices.

a) Creating Nollywood Norms

i) Effectuating Institutions

Creating institutions in the Nollywood industry through
idea-submissions, recognition of electronic contracts and

metrics systems may reduce creative and legal

copyright or to have granted a license for the exploitation of the work,
unless otherwise provided by a written agreement. (9) ...unless otherwise
provided by agreement, an author or other owner of copyright who has
transferred his copyright or granted a license for the exploitation of a
work shall not be deemed to have transferred the right of ownership in
the material object in which the work is embodied’).

121 Raustiala, Sprigman (n 9).

122 jhid.

123 The Copyright Act (n 105) § 51(f).

124 Jewell C, ‘From Script to Screen: What Role for Intellectual Property?’
(wipo Pressroom)
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accessed 17 June 2021; Renault CE, Aft RH, From Screen to Script: The
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Publication No. 950E.
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Case of Motion Pictures’ (2016) <https://ssrn.com/abstract=3459849>
accessed 4 May 2021 (exploring an empirical study on product life cycle
revenue management using IP products as case study on the significant
role financial and non-financial performance measures play in managing
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content industry); Edeh H, ‘FG Partners French Development Agency to
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26 November 2020)  <https://businessday.ng/news/article/fg-partners-
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protection/> accessed 22 February 2022 (reporting on the survey and
report conducted by Price Waterhouse Cooper (PwC) and KPMG
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data that were already in public domain was cited as current metrics on
the state of the growth of Nigeria’s Creative Cultural Industries); This
author avers that Nigeria lacks ascertainable and reliable data to scale its
creative industrial output.
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conflicts.124 The Nollywood industry continues to rely on
outdated and inadequate data, which does not impel
development.1> A

survey recently published in

November 2020 concluded that ‘Nollywood film
production generates between USD 500 million and
USD 800 million annually. The industry directly employs
300,000 people and indirectly more than a million,” which
repeats information already available in the public
domain since 2013.126 The fact that the Nigerian film
industry would be relying on these old metrics in a fast
evolving economic sector, shows a significant deficit in a
critical growth tool.'?” The lack of current data on
Nollywood creativity stalls planning and investment
confidence in an industry that is still struggling to attract
practical government support.1?8 It also defeats the
process of collateralization of Nollywood creative rights

as tangible assets for valuations.12?

19 April 2011)
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accessed 23 March 2021; Kramer WJ, Patel CB,
Intellectual Property Assets in the US Market’ <https://ipo.org/wp-
content/uploads/2013/04/Securitisation_of_IP_in_the_US.pdf> accessed
23 March 2021; Okonkwo IE,

Prospects for African (2019)
<https://ssrn.com/abstract=3553288> 22 February 2022;
Lopes C, ‘How Can Africa Profit from Its Creative Industries’ (World
Forum, 3 September 2015)
<https://www.weforum.org/agenda/2015/09/how-can-africa-profit-
from-its-creative-industries/> accessed 6 May 2021; It has taken the
Nigerian government more close to two decades to amend the Copyright
law from the period stakeholder finished work on the Copyright
Amendment Bill and transmitted it to the government; Philpott C,
Jahnke S, ‘Intellectual Property: A New Form of Collateral’ (Puget Sound
Business Journal, 6 March 2005)
<https://www.bizjournals.com/seattle/stories/2005/03/07/focus9.html>
accessed 16 May 2021.

‘Securitisation of

‘Valuation of Intellectual Property:
Countries’

accessed

Economic
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In the Nigerian music industry, a CMO called the Musical
Copyright Society of Nigeria (MCSN) has led the charge in
aggregating creative data, controlling its member’s
creative rights and royalties online.’30 The MCSN’s
GoCreate Apps for monitoring the distribution and
publication to the public of musical works of its members
within Nigeria indicates its adaptability to digital era
tools.131 Perhaps, this technology will also create data for
the music industry’s planning and production purposes.
The Chairman of the Audio-visual Rights Society of
Nigeria (AVRSN), the only recognized CMO for the
Nigerian film industry, lamented recently in a
presentation that the industry has limited capacity to
capture royalties from the digital platforms.132 The
AVRSN should tap into the digital era technological
advantages, which is long overdue for an industry that is
more than two decades old. The ubiquitous nature of
downstream uses of streamed cinematic contents
especially within cyberspace and other remote places
make relying entirely on human monitoring an impossible

task. Therefore, digital management assets eases royalty

management and license enforcement.

130 MCSN Appoints King Sunny Ade President as GoCreate Goes Live’ (The
Guardian, 7 March 2021) <https://guardian.ng/art/mcsn-appoints-king-
sunny-ade-president-as-gocreate-goes-live/> accessed 7 March 2021.

131 jbid.

132 Ali-Balogun M, ‘The Filmmakers' Forum with Mahmood Ali-Balogun’
Nollywood Studies Center — Pan African University, Lagos, Nigeria
(10 April 2021) (being a statement made by Mahmood Ali-Balogun,
AVRSN Chairman, in a question-and-answer session at the events
organized by the Nollywood Studies Center of the Pan Atlantic University,
Lagos, Nigeria).

133 Draft Copyright Bill (2015), §§ 44-54 (Nigeria) (stating as used in this
section — RMI means information which identifies the work, the author of
the work, the owner of any right in the work, or information about the
terms and conditions of use of the work, and any numbers or codes that
represent such information, when any of these items of information is
attached to a copy of a work or appears in connection with the
communication of a work to the public).

13417 USC § 1202 (US) (stating that ‘No person shall knowingly and with
the intent to induce, enable, facilitate, or conceal infringement’ and
defining CMI as used in this section, to mean any of the following
information conveyed in connection with copies or phonorecords of a
work or performances or displays of a work, including in digital form,
except that such term does not include any personally identifying
information about a user of a work or of a copy, phonorecord,
performance, or display of a work: The title and other information
identifying the work, including the information set forth on a notice of
copyright; The name of, and other identifying information about, the
author of a work; The name of, and other identifying information about,
the copyright owner of the work, including the information set forth in a
notice of copyright; With the exception of public performances of works
by radio and television broadcast stations, the name of, and other
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ii) The Adoption of Technical Protection Measures

Digital era copyright regimes like Technical Protection
Measures (TPM), Rights Management Information (RMI),
and Copyright Management Information (CMI) which
looks like the equivalent of the Nigerian RMI,133would be
available to Nollywood if the Copyright Bill of 2015
becomes law.134 The current Nigerian Copyright Law has
no provisions for digital copyright legal issues except the
recognition of computer programs as literary works.13>
Computer software and programs form the foundation of
the digital era creations in the film and the entertainment
industry at large.'3¢ The Draft Copyright Bill recognizes
the significance of the intersection of digital technology
and copyright management.’3” Some of the legally
acceptable technical protection measures in the digital
content spaces are geolocks, checkers (by Google) and
passwords as keys for access to content.!38 These TPMs
are software or programs, which copyright protects as
long as they ‘... prevents, restricts, or otherwise limits

access to the work.”132

identifying information about, a performer whose performance is fixed in
a work other than an audio-visual work; With the exception of public
performances of works by radio and television broadcast stations, in the
case of an audio-visual work, the name of, and other identifying
information about, a writer, performer, or director who is credited in the
audio-visual work; Terms and conditions for use of the work; Identifying
numbers or symbols referring to such information or links to such
information; Such other information as the Register of Copyright may
prescribe by regulation, except that the Register of Copyright may not
require the provision of any information concerning the user of a
copyrighted work).

135 Microsoft Corporation v Franike Associate Limited (2012) 3 NWLR
(Pt. 1287) 301 (Nigeria); Copyright Act (LFN) (2004), Cap. 28 §§ 1(1)(a);
51(1)(f).

136 Gibson J, ‘Once and Future Copyright’ (2005) 81 Notre Dame Law
Review 167.

137 Draft Copyright Bill (2015), §§ 44-54 (Nigeria) (highlighting the digital
copyright provisions, which stipulates how technological measures and
law regulates creativity).

138 O’ Neill R, ‘YouTube Will Now Screen Videos for Copyright issues’
(World Property Review, 19 March 2021)
<https://www.worldipreview.com/news/youtube-will-now-screen-
videos-for-copyright-issues-
21158?utm_source=02.%20WIPR&utm_campaign=Ffec9f03018-
WIPR_Digital_Newsletter_03122020_COPY_01&utm_medium=email&ut
m_term=0_d4c85a86a7-fec9f03018-
27889595&fbclid=lwAR2cSwuA_Yx6aksMdn61TXIgB_PMcnTeUrwDd9n_
WTkSrjUUJLAttVZIDOQ> accessed 21 March 2021.

139 Draft Copyright Bill (2015), § 44(3)(a) (b) (‘As used in this section — (a)
Circumvent a technological protection measure| means avoiding,
bypassing, removing, deactivating, decrypting or otherwise impairing a
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iiii) Moderating Copyright with Takedowns and
Putbacks

In the Draft Copyright Bill, one of the vital tools now
available to the Nollywood copyright owner is the ability
to moderate the online performance and display of her
films.140 The law regulates the Takedown of unauthorized
films on any digital platform.1#1 The Nollywood copyright
owner could demand the takedown of a film online.14?
However, the fair use or fair dealing defence under the
Draft Copyright Bill triggers a ‘Putback’ of any film taken
down.*3 The NCC on its own could cause the takedown
of offending or infringing films on a digital platform.144
Worrisome is the NCC’s unilateral power to block an
online user accused of uploading infringing content
access to an Internet site without due process.1#> This
unchecked power of the NCC ought to be subjected to
judicial review before becoming effective. The Putback
provisions moderates the excesses that may occur on the
part of copyright owners in their attempt to abuse their
rights.146 This paper recommends the application of the
fair use doctrine in adjudicating takedown notices before
the Nigerian courts and the NCC.1*’ The impending law
frowns consequentially at online copyright infringement

as shown in the severe penalty applied to repeat

technological measure. (b) a technological measure effectively protects a
work under this Act if the measure, in the ordinary course of its operation,
prevents, restricts, or otherwise limits access to the work.’).

140 Draft Copyright Bill (2015), §§ 47; 48.

141 jbid.

142 jbid.

143 Draft Copyright Bill (2015), §§ 20-23 (the limitation and exclusion of
liability under the Draft Copyright Bill uses fair dealing and fair use
principles throughout its section without clear cut position. | hope that
before the Bill becomes public law it will choose one process. Either fair
use or fair dealing).

144 ibid.

145 |bid & 54.

146 lenz v Universal Music Corp 801 F.3d 1126 (2015) (holding that
copyright owners must evaluate fair use before issuing a takedown notice,
a California district court ruled that a copyright owner had to consider the
fair use doctrine in formulating good faith belief in connection with
takedown notice under the DMCA. Universal Music, the copyright holder,
sent Lenz a removal notice asserting Prince’s wishes not to have his songs
posted on YouTube. The website removed the video and Lenz sent a
counter-notification pursuant to the law. Lenz asserted that her family
video constituted fair use of the song and thus did not infringe Universal’s
copyrights. The Lenz court per Judge Tallman, held that § 512 of US
copyright law ‘unambiguously contemplates fair use as a use authorized
by law.”).

147 Draft Copyright Bill (2015), § 48(5).

148 ibid, § 49(1)(b).
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offenders whose suspension from Internet activities is

‘[...] at least one month.’148

iv) Standardizing Idea-Submissions

Legal literature has inundated the IP field with the theory
that copyright does not protect ideas but expressions of

ideas.’®® In Nollywood like most cinematographic

industries, films start with someone conceiving an idea of
a story for interpretative performance on the big screen
or digital platform, an idea purveyor.1>° The owner of this
idea either puts it down in the form of a screenplay or
conveys this idea to an established professional.1! |P
scholars refer to this phase of film creation as the ‘idea-
submission’ phase.132 Copyright seems the improper
regime to protect an idea-purveyor. However, like in the
US, contract law looks like the proper regime to resolve

disputes arising from these transactions.’> Some

screenwriters may not be the owners of the idea of the
film which becomes a screenplay.’>* The idea-submission

process often creates litigation, especially where

business culture and norms are non-existent.1%> In
Nigeria, copyright does not pre-empt contract law even

where creative regimes are operational.’>® The federal

149 Tomkowicz R, ‘Copyright in Ideas: Equitable Ownership of Copyright’
(2013) 29 Canadian Intellectual Property Review 75.

150 Brophy A, ‘Note: Whose Idea is it anyway? Protecting IDEA Purveyors
and Media Producers After Grosso v. Miramax’ (2007) 23 Cardozo Arts
and Entertainment Law Journal 507, 508; Galavis A, ‘Reconciling the
Second and Ninth Circuit Approaches to Copyright Pre-emption: A
Universal System is Paramount to the Protection of Idea Purveyors’ Rights’
(2013) 19 Boston University Journal of Science and Technology Law 157;
Rosenfeld S, ‘Idea-Submission Impossible? The battle between Copyright
and Breach of Contract’ (2013) 13 Texas Entertainment and Sports Law
Journal 18-21.

151 Johnson V, ‘Omoni Oboli wins “Okafor’s Law” Movie Ownership Battle’
(The Guardian Nigeria, 8 May 2019) <https://guardian.ng/life/omoni-
oboli-wins-okafors-law-movie-ownership-battle/>
23 June 2021.

152 palmisciano M, ‘Resurrecting the Spirit of the Law: Copyright
Preemption and Idea Protection in Montz v. Pilgrims Films’ (2012) 53 B Cl
Rev E Supplement 209.

153 The copyright pre-emption exists strongly under the US jurisprudence
but not available in Nigeria; Ray B, ‘Could Someone “Lenz” A Hand:
Modernizing the Digital Millennium Copyright Act after Lenz v. Universal
Music Corp’ (2019) 25 B.U. J. Sci. & Tech. L. 218.

154 Raconteur Productions Limited v Dioni Vision Entertainment Limited
and others FHC/L/CS/401/2017.

155 ibid.

156 Bohannon C, ‘Copyright Preemption of Contracts’ (2008) 67 Maryland
Law Review 616; 17 USC § 301.
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and state law dichotomy in copyright does not exist in the

Nigerian legal system, unlike the US.157

The Draft Copyright Bill has recognized the concept of
implied contract in resolving copyright ownership
issues.1%8 Although the Nigerian Copyright Law recognizes
the contractual intent of parties generally in assigning
and licensing copyright cases, the court should adopt the
general doctrine of contract formation in resolving idea-
submission disputes when it arises in Nollywood.?>® The
central issues should be the breach of contract or breach
of implied contract of passing off a film idea.l®®
Additionally, trade secrets, non-disclosure
agreements (NDA), and unfair competition laws are
regimes that Nollywood could deploy especially at the

conceptual stages of literary and artistic works.

Apart from the adverse publicity created by a pre- and
post-production litigious tensions for the Nollywood
investment environment, it could inflate the cost of film
production.’! In addition to the high cost of hiring
professionals to conduct due diligence of creative
authorships in a film, aspiring collaborators may demand
oppressive financial indemnities and copyright clearance
schemes before taking on creative projects from budding
Nigerian film creatives.

Most budding Nollywood

filmmakers lack the knowledge of digital era
jurisprudence. On the other hand, the wealthy film
producers or investors have the advantages of retaining
professional advisors who will most often give them a
head-start in pre-production negotiations. For example,

Netflix would have access to the best lawyers, business

157 The Copyright Act (LFN) (2004), Cap. 28 §§ 10 & 11.

158 Draft Copyright Bill (2015), § 26(4) (‘A non-exclusive license to do an
act the doing of which is controlled by copyright may be written or oral or
may be inferred from conduct’); Stanley v Columbia Broad Sys 221 P. 2d.
73, 85 (Cal. 1950); Montz v Pilgrim Films & Television Inc. 606 F.3d 1153
(9th Cir. 2010); Nguyen J, ‘A Preemptive Copyright Ghost Lurking in Breach
of Claims: Resolving the Copyright Preemption Analysis’ (2012) 16 Chap L
Rev 437.

159 Montz v Pilgrim (n 159).

160 jhid.

161 Ravid O, ‘8 Legal Tips for Documentary Filmmakers’ (IndieWire,
9 July 2015) <https://www.indiewire.com/2015/07/8-legal-tips-for-
documentary-filmmakers-60449/> accessed 17 June 2021; Garon M,
‘Localism as a Production Imperative: An Alternative Framework to
Promoting Intangible Cultural Heritage and expressions of Folklore’ (2010)
Bits Without Borders — Law, Communications & Transnational Culture
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analysts and advisors because they can pay for their
services during license-contract negotiations. This paper
does not conclude that an efficient idea-submission

system in  Nollywood will eradicate copyright

infringement disputes and lawsuits. However, having a

standardized and robust creative system at this

developmental stage would establish certain levels of

business certainty. Certainty in business norms

commands investors’ confidence, especially those

seeking good returns on their investment rather than
engaging in distractions like lawsuits.’62 Therefore, an
industry promoted idea-submission system will set norms

that will guide all parties.

b) Nigerian Film Industry Online Piracy Issues

We have earlier discussed in Part two how New

Nollywood  distribution  systems, which includes

streaming and uploading of contents by VODs or
independent filmmakers on the Internet, fundamentally
changed the Nigerian movie consumption experience.

Technological advancement particularly in this

millennium has created an intriguing online film piracy
problem.63 Existing Nigerian Copyright Law is incapable
of redressing the evolving online film piracy systems.164
Nollywood already had an acute film piracy problem
before the advent of streaming technology.'®> The

borderless nature of cyberspace and increased

anonymity for rapid illicit distribution of audiovisual

contents confounded creative right enforcement.

Flow in the Digital Age (24 September 2010)
<https://ssrn.com/abstract=1687179> accessed 17 June 2021.

162 Dunning J, Multinational Enterprises in the Global Economy (2017) 157.
163 Scaria AG, ‘Online Piracy of Indian Movies: Is the Film Industry Firing at
Wrong Target?’ (2013) 21 Michigan St U Coll LInt'l| LRev 647; Herz B,
Kiljariski K, ‘Movie Piracy and Displaced Sales in Europe: Evidence from Six
Countries’ (2016)  <https://ssrn.com/abstract=2844167>
17 June 2021.

164 Mackay M, ‘Nollywood Loses Half of Film Profits, Say Producers’ (CNN)
<https://edition.cnn.com/2009/SHOWBIZ/Movies/06/24/nollywood.pira
cy/?iref=nextin> accessed 22 June 2021; Tade O, ‘The Who and How of
Pirates Threatening the Nollywood Film Industry’ (The Conversation,
20 April 2016) <https://theconversation.com/the-who-and-how-of-
pirates-threatening-the-nollywood-film-industry-56952>
17 June 2021.

165 Tade (n 165).
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The current Nigerian Copyright Law stipulates the use of
traditional remedies to restrain film pirates, which
includes classic forms of injunctions like Mareva, Anton
pillar, interim, perpetual and ex parte injunctions.166
Unfortunately, these forms of reliefs fail to cater to the
fast pace of content infringements on platforms with
streaming capacities.16? The copyright owner would have
suffered irreparable damages beyond restoration for
injury in situations that a film pirate streamed her
content illegally.’%8 The multiplier nature of digital
contents and the economic advantages that arise
immediately from their consumption means that the
actual copyright owner would lose humongous financial
returns in the work.1% To redress this problem, in France,
sport broadcast copyright owners use a special injunction
known as ‘dynamic injunction’ to block the streaming of
illegal real time.l70

sports broadcasts in Dynamic

injunction is platform specific injunction that stops the

166 Udwadia YM, ‘Remedies in Case of IPR Violation’ (IPLeaders,
7 March 2019) <https://blog.ipleaders.in/remedies-case-ipr-violation/>
accessed 5 April 2021; Capper D, ‘The Need for Mareva Injunctions
Reconsidered’ (2005) 73 Fordham Law Review 2161; Park SN, ‘Recognition
of Foreign Provisional Orders in the United States: Toward a Practical
Solution’ (2017) 38 University of Pennsylvania Journal of International
Law 999, 1007-08 (Mareva Injunctions issues); Ogunkeye O, ‘Nigeria:
Anton Pillar Order Class Actions and Injunctions in Nigeria’ (Mondag,
7 February 2002) <https://www.mondag.com/nigeria/intellectual-
property/15346/anton-piller-order-class-actions-and-injunctions-in-
nigeria> accessed 5 April 2021 (The Anton Piller order is an order of court,
made ex-parte and requiring a defendant or respondent to allow certain
persons to enter his premises to search for documents and movable
articles as are specified in the court order, and to permit such documents
or articles to be taken away The first Anton Pillar order made in Nigeria
was made by Anyaegbunam CJ in Ferodo Limited v Unibros Stores (1980)
FSR 489) in 1980 following the persuasive authority of the decision of the
English Court of Appeal in Anton Piller KG v. Manufacturing Processes Ltd
(1976) Ch 55).

167 O’Neill R, ‘France Adopts ‘dynamic’ Injunctions’ (World Intellectual
22 March 2021)
<https://www.worldipreview.com/news/france-adopts-dynamic-piracy-

Property Review,
injunctions-
21163?utm_source=02.%20WIPR&utm_campaign=a5296d3ae8-
WIPR_Digital_Newsletter_03122020_COPY_01&utm_medium=email&ut
m_term=0_d4c85a86a7-a5296d3ae8-
27889595&fbclid=lwAR2hDGP_wA9IBvInLvrqgUxoALgOwofEkYjOohtVT5
7bf5vS8IBKZNSbAXA> accessed 24 March 2021; World
Property Review (WIPR), ‘France Introduces A New Weapon Against
Online Piracy’
<https://intellectualpropertyplanet.wordpress.com/2021/03/24/france-
introduces-a-new-weapon-against-online-
piracy/?fbclid=lwAR2GiLovoTA99-
NaPKH771YEzMY7f86u2SuiSHNJIS5P9SZBISupORS-x98>
5 April 2021.

168 jbid.

169 jbid.

170 jbid.
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broadcasting of sport activities on the motion of the
copyright owner without recourse to traditional eligibility

rule of ex parte injunctions.17!

The French law recently recognized the innovative nature
of streaming technology and grants a copyright owner
this unique relief adapted to the digital nature of the

infringement.172  Nollywood  stakeholders  should

advocate for amending injunctive reliefs to suit

exigencies of the online digital infringement. Nigeria
currently has a robust application of criminal law to
enforce copyright infringement.’73 It may have to
reinvigorate its criminal legal capacities to fight online

piracy and prohibit illicit digital transmission of

Nollywood copyrighted contents. Even the US Congress
recently amended its copyright laws to enhance the
prohibition of illicit digital transmission of copyrighted

works with enhanced criminal prosecution.174

171 WIPR, ‘France Introduces A New Weapon Against Online Piracy’
(Intellectual Property Planet, 24 March 2021)
<https://intellectualpropertyplanet.wordpress.com/2021/03/24/france-
introduces-a-new-weapon-against-online-
piracy/?fbclid=lwAR2GiLovoTA99-
NaPKH771YEzMY7f86u2SuiSHNJIS5P9SZB9SupORS-x98>
S April 2021.

172 jbid.

173 The Copyright Act (2004), Cap.28, §38(1) (creating copyright
inspectors with similar powers like the Nigerian Police of criminal seizure
of illicit copyrighted goods and entering of a place to conduct search and
seizures); the following cases are few of the criminal law enforcement
action for copyright infringement by the Nigerian Regulatory authority,
Nigerian Copyright Commission v. Bassey & Ors FHC/CA/31C/2003
(protecting broadcasting rights by convicting a pirate broadcast
rights of the
Broadcasting industry); Musical Copyright Society of Nigeria v. Nigerian
Copyright Commission (FHC/L/CS/798/2010); Compact Disc Technologies
V. Nigeria Copyright Commission (CA/L/_/_/2010); Anazia D, ‘Appeal
Court Favors MCSN’s Right to Sue for Infringement of Works’ (The
(Nigeria), July 2015) <http://guardian.ng/saturday-
magazine/appeal-court-favours-mcsns-right-to-sue-for-infringement-of-
works/> accessed 30 April 2021 (reporting that MCSN on behalf of its
members sued a copyright infringer, and as at 2015, the NCC has
commenced more than 150 criminal cases against accused copyright
infringers).

174 18 USC § 2319 C (4) (‘(4) the term ‘work being prepared for commercial
public performance’ means — (A) a computer program, a musical work, a
motion picture or other audio-visual work, or a sound recording, if, at the
time of unauthorized public performance — (i) the copyright owner has a
reasonable expectation of commercial public performance; and (ii) the
copies or phonorecords of the work have not been commercially publicly
performed in the US by or with the authorization of the copyright owner;
(B)a motion picture, if,
performance, the motion picture—(i) (1) has been made available for
viewing in a motion picture exhibition facility; and (Il) has not been made
available in copies for sale to the general public in the US by or with the
authorization of the copyright owner in a format intended to permit

accessed

organization infringing on copyright broadcasting

Guardian

at the time of 10 unauthorized public
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3. CONCLUSIONS

Nollywood is an industry that emerged as an economic
reality but has metamorphosed into a global creative and
impactful presence. Digital technology disrupted the
methods and means of filmmaking particularly its
distribution and quick turnaround processes in
production. This disruption has national and international
significance because copyright subject matter is highly
transnational. The creative industries like film, music
traditional culture, audio-visual content creations and
performances have adapted to the ecosystem evolving
from the intervention of the digital era. Nigeria is in the
process of updating its Copyright Law to recognize the
emerging digital copyright and innovative legal rights.
Although the Nigerian political legislative processes seem
lethargic and lags behind, the NCC continues to spur the
Nigerian creative stakeholders to keep the process afloat.
In amending its laws, Nigeria has proposed to recognize
new copyright regimes particularly in the neighbouring
rights sector of performer’s rights, where there seems to
be a possibility of the economic benefits of copyright may
cater for actors in the film industry, unlike the current
tradition where a single corporate executive producer or

producer holds copyright to a film and most of the

economic benefits inuring to a film project.

The disruptive nature of digital technology impacts the
conceptualization of copyright regimes. In Nigeria, the
impending law should clarify and simplify the concepts of
copyright originality, ownership, and authorship. The law
should clarify or discontinue the introduction of copyright
registrations as evidence of authorship and ownership.
The NCC is spear heading the introduction of copyright
registration regime into Nigeria, which may muddy the

judicial and practical enforcement of creativity.

viewing outside a motion picture exhibition facility; or (ii) had not been
commercially publicly performed in the US by or with the authorization of
the copyright owner more than 24 hours before the unauthorized public
performance) ; Slater A, Watts B, ‘The Dawn of a New Era for Copyright
Online’ The Regulatory (12 April 2021)
<https://www.theregreview.org/2021/04/12/slater-watts-dawn-new-
era-copyright-online/> accessed 14 April 2021.

Review
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The transformation of Nollywood from a pedestrian low
budget industry to its status of global recognition
involved creative and legal evolution powered by digital
Nigeria lacks laws that

technology.'’> Currently,

recognize the creative disruptive capacities of
technology, digital copyright, contract and other regimes
for protection of the film industry creativity. Nollywood
stakeholders like the CMOs and film producers should
rethink the current unfair revenue sharing arrangement
through transactional dialogue. | have suggested
elsewhere that Nollywood stakeholders must have a
better understanding of the digital era transactional
regimes especially as it concerns copyrighted contents
online.’’®6 A formalized creative environment for
Nollywood with institutions capable of implementing
best business practices will spur a sustainable growth

path.

The Beijing Treaty makes a performer’s (Nollywood
actors’) right a personal right that is inseparable from the
performer. The international recognition of audio-visual
performance right supports Nollywood’s growth
objectives. It will translate in practical terms to increase
revenue for the Nigerian film industry. Beijing Treaty has
created personal economic rights for Nollywood actors
and creatives. Nollywood perhaps will continue to
produce more socially and economically upward mobile
Nigerians. Socially, a new class of Nigerians, whose
talents can be monetized and now gainfully employed
with reward of authorial rights for creativity will join the
upwardly mobile economic cadre of society. Digital era
creative disruptions birthed Nollywood and most likely
more genres will evolve from it in the entertainment

industry.

175 0dugbemi F, ‘Transformation of Nollywood’ NaijaTimes (Naija Times,
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12. FOUNDATIONS THAT JUSTIFY THE USE OF
DISTINCTIVE SIGNS TO GENERATE CONFIDENCE
AND TRANSPARENCY IN ELECTRONIC
CONTRACTING IN THE CONTEXT OF THE COVID-

19 PANDEMIC IN PERU

Fernando Augusto Chavez Rosero*

ABSTRACT

This paper aims to identify the foundations that justify
the use of distinctive signs (certification marks) to
generate confidence and transparency in the electronic
contracting in the context of the Coronavirus (COVID-19)
pandemic, specifically in Peru. In this regard, this paper
reflects on the importance of legal certainty in contracts
and the trust that electronic contractual systems should
generate, in such a way that they provide sufficient
efficiency under reduced transaction costs in matters of
contractual predictability. Therefore, it is urgent that
distinctive signs enter the scene to promote efficient and
safe economic transactions so the expectations of
consumers and suppliers in the market are satisfied. Well,
the distinctive signs (certification marks) granted by a
certification entity authorized by the National Institute
for the Defense of Competition and Intellectual
Property (INDECOPI) in Peru, will allow us to identify the
supplier that will comply with the terms and conditions
agreed in the contract and with it the confidence and
security necessary in the framework of electronic
contracting. In this way, Member States of the World
Trade Organization (WTO) and World Intellectual
Property Organization (WIPO), have a preponderant role
in promoting the use of distinctive signs that allow us to
contract safely and efficiently. This role must be
performed by the States with the promotion of the use of

certification marks. This will make it possible to promote

100% safe and reliable ecommerce. How would this be

* Fernando Augusto Chavez Rosero, Official Master of Law, Business and
Justice from the University of Valencia, Spain. Doctoral Student and
Master's in Civil and Commercial Law from the National University of
Cajamarca. WTO and WIPO Scholar (2019). Postgraduate studies and
specialization at the University of Bologna, Italy, in Metodologia del la
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achieved? Through a private insurance system that will
allow the provider to respond to the consumer in case of
non-compliance with the agreed terms and conditions
and because it is essential to insure the consumer against
a possible non-conformity of the product or service

provided by the supplier in the market.

Keywords: distinctive signs, electronic procurement, legal
security, procurement efficiency, contractual balance,

national, and international public policies.

1. INTRODUCTION

Currently, lack of trust is a problem in electronic contracts
in Peru. This in relation to the different stages of
electronic contracting. For example, aspects related to
the suitability of the product received by the final
consumer and compliance with the terms and conditions

during the execution of the contract.

For this reason, it is important, given the adverse
circumstances created by the pandemic, which has
replaced face-to-face contracts with electronic contracts,
which has limited, for example, contact between the
parties for direct negotiation of the terms and conditions
of the contract, to promote security and transparency in

electronic contracting.

Faced with this reality, we can ask ourselves: What are
the fundamentals that justify the use of distinctive signs
to generate trust and transparency in electronic
contracting in the context of the COVID-19 pandemic in
Peru? Do we have the regulatory framework and the
institutions that promote intellectual rights in Peru? How
is ecommerce carried out in Peru and how has it spread?
How can we promote legal certainty, efficiency and

contractual balance in electronic contracting? How could

signs contribute to generating security and reliability in

Comparazione. The Studio Dei Sistemi Di Organizzazione Guidiziaria
Nazionali e Internazionali. Professor at the Faculty of Law and Political
Sciences of the National University of Cajamarca, Peru. Universidad
Privada del Norte, Peru. E-mail: fernando.chavez@unc.edu.pe.
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electronic contracting in Peru? And in the international
context, what is the role of Member States of the World
Trade Organization (WTO) and World Intellectual
Property Organization (WIPO) to promote secure and

reliable electronic contracting?

Answering these questions is necessary and essential in
order to justify the use of distinctive signs to generate
trust and transparency in electronic contracting in the
context of the COVID-19 pandemic in Peru, since
distinctive signs will allow us to identify economic agents

in the market.

In this way, we will provide electronic contracting with
legal security mechanisms that mitigate the impact of
mistrust generated by the use of information and
communication technologies (ICT) and overcome clearly
evident legal security problems. In this direction, the use
of distinctive signs that allow us to identify economic

agents in the market is certainly essential.

Finally, we believe that in this effort both the WTO and
WIPO should play a very important role in promoting
through the Member States the use of distinctive signs

that allow us to contract safely and efficiently.

2. FOUNDATIONS THAT JUSTIFY THE USE OF
DISTINCTIVE SIGNS TO GENERATE CONFIDENCE
AND

TRANSPARENCY IN ELECTRONIC

1 Political Constitution of Peru of 1993 (as amended up to Law No. 28607,

published on 4 October 2005)
<https://wipolex.wipo.int/en/legislation/details/6544> accessed
24 July 2021.

2 Legislative Decree 1075 (28 June 2008)
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19 PANDEMIC IN PERU

A. LEGAL PROTECTION OF DISTINCTIVE SIGNS AND
THE CONSUMER IN THE 1993 PERUVIAN
POLITICAL CONSTITUTION AND SPECIAL LAWS

The Political Constitution of Peru, 1993 (Peruvian

Constitution), has established in Sub-section 8 of Article 2

that the State defends intellectual property (IP) rights by

establishing that everyone has the right to ‘freedom of
intellectual, artistic, technical and scientific creation, as
well as to ownership of such creations and to any benefits

derived from them. The State fosters access to culture

and encourages its development and dissemination’?.

In this order, Legislative Decree 10752 Which Approves
Supplementary Provisions of Legislative Decree 486 of
the Commission of the Andean Community that
Establishes the Common Regime on Industrial Property
(Legislative Decree 1075) regulates the aspects related to
the legal protection of the distinctive signs and refers to
specific procedures as provided in the Single Text of
Administrative Procedures of the National Institute for
the Defense of Competition and Protection of Intellectual

Property (INDECOPI)3.

Thus, if we consider Article 80 — Certification Mark:
‘Without prejudice to Article 185 of Decision 486, a
certification mark may consist of any element identifying
the product to which it applies as originating in a
particular geographical place, where a given quality,
reputation, or other characteristics of the product is
essentially attributable to its geographical origin’. Here is
the possibility of using certification marks in electronic

contracting.

<https://wipolex.wipo.int/en/text/487227> accessed 24 July 2021.

3 Text of Unified Administrative Procedure (TUPA) of INDECOPI (Supreme
No. 088-2005-PCM) (22 November 2005)
<https://wipolex.wipo.int/en/legislation/details/6512>
24 July 2021.

Decree
accessed


https://wipolex.wipo.int/en/text/487227
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Likewise, it has been established in Article 65 of the
Peruvian Constitution that the legal protection of
consumers and users constitutes the cornerstone on
which the Peruvian consumer protection system has
been built. This normative provision has institutionalized
this defense and provides that the State protect the rights
of consumers and users and guarantee the right to
information goods and services available to them on the

market and security.

One of the manifestations and materialization of the said

protection is found in special legislations. In this
particular case, reference is made to the Consumer
Protection and Defense Code (CPDC) contained in
Law 295714 which includes as one of the fundamental
rights, the right to information (specifically in Articles 2

and 5).

It should also be noted that another of the pillars on
which the consumer protection system in Peru is based is
the legal protection of expectations, which is often linked
to the duty of suitability of suppliers in relation to
consumers. This protection is contained in Articles 18 and

19 of the CPDC>.

B. INSTITUTIONS THAT PROTECT DISTINCTIVE
SIGNS AND CONSUMERS IN PERU

From its institution to date, INDECOPI has served as the
decisive actor in consumer protection in Peru. As stated
in Article 1 of the Legislative Decree 1033 that Approves
the Law of Organization and Functions of the National
Institute for the Defense of Competition and the
Protection of Intellectual Property (Legislative
Decree 1033), INDECOPI ‘is a specialized public body with
legal status under internal public law, which enjoys
functional, technical, and

economic, budgetary,

administrative autonomy. It is attached to the Presidency

4 Law 29571, CPDC (2 September 2010)
<http://spijlibre.minjus.gob.pe/normativa_libre/main.asp> accessed
24 July 2021.

5ibid.

Decree 1033 (24 June 2008)
res.wipo.int/edocs/lexdocs/laws/es/pe/pe027es.html>

& Legislative <https://wipolex-

accessed
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of the Council of Ministers and governs its operation in
accordance with the provisions contained in this Law and

its complementary and regulatory norms’.®

We are, therefore, before an administrative body, which
is functionally attached to the Presidency of the Council
of Ministers in the field of the Executive Power of the

Peruvian public administration.

In line with this, by virtue of the provisions of Sub-
sectiond) of Section2.1 of Article2 of Legislative
Decree 1033, its function is ‘to protect the rights of
consumers, ensuring that the information in the markets
is correct, ensuring the suitability of goods and services
based on the information provided and avoiding

discrimination in consumer relationships.’”

Likewise, it has been specified in Section 2.2. of Article 2
of Legislative Decree 1033 that ‘For the fulfillment of its
functions, INDECOPI is empowered to issue directives
with general effects, supervise and supervise economic
activities, impose sanctions, order preventive and
precautionary measures, issue mandates and corrective
measures, resolve controversies, as well as the other

powers provided for in this Law’.8

Within the framework of the Legislative Decree 1033,
INDECOPI is organized and structured mainly at the level
of administrative decision-making bodies through

Directorates, Commissions, and Chambers, with

Technical Secretaries attached to each of them. This
organization is outlined in accordance with the provisions
stated earlier as well as the Supreme Decree 099-2017-
PCM that modifies the Regulation of Organization and
Functions of the National Institute for the Defense of
Competition and the Protection of Intellectual Property —
INDECOPI it describes

in  which its organizational

structure.®

24 July 2021.

7 ibid.

8ibid.

® Supreme Decree 099-2017-PCM Amending the Regulations for the
Organization and Functions of the National Institute for the Defense of
Competition and the Protection of Intellectual Property — INDECOPI


https://wipolex-res.wipo.int/edocs/lexdocs/laws/es/pe/pe027es.html
https://wipolex-res.wipo.int/edocs/lexdocs/laws/es/pe/pe027es.html
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Thus, depending on its organizational structure and the
provisions of Article2 of Legislative Decree 1033,

INDECOPI has the following functions:

1) Monitor free private initiative and freedom of
business through subsequent control and
elimination of illegal and irrational bureaucratic
barriers that affect citizens and companies, as
well as ensuring compliance with the rules and
principles of administrative simplification;

2) Defend free and fair competition, sanctioning
anti-competitive and unfair behavior, preventing
the anti-competitive effects of business
concentration operations and ensuring that there
is effective competition in the markets;10

3) Correct distortions in the market caused by the
damage derived from dumping practices and
subsidies;

4) Protect the rights of consumers, ensuring that the
information in the markets is correct, ensuring
the suitability of goods and services based on the
information provided and avoiding discrimination
in consumer relations;

5) Monitor the process of facilitation of foreign
trade through the elimination of non-tariff trade
barriers in accordance with the legislation on the
matter;

6) Protect credit by conducting a bankruptcy system
that reduces transaction costs and promotes the
efficient allocation of resources;

7) Establish standardization, accreditation and
metrology policies!?;

8) Manage the system of granting and protection of

IP rights in all its manifestations, in administrative

(5 May 2017) <http://spijlibre.minjus.gob.pe/> accessed 25 July 2021.

10 Literal b) was modified by the Sole Supplementary Modifying Provision
of Emergency Decree No.013-2019, published on 19 November 2019
which will enter into force within a period of nine months, counted from
the day after its publication, and will remain in force for a period of
five years. Subsequently, the aforementioned validity was modified by
Article 2 of Legislative Decree No. 1510, published on 11 May 2020,
entering into force on 1 March 2021, and remains in force for a period of
five years, the text of which is provided in the next paragraph.

11 This Sub-section was repealed by Sub-section 4 of the Sole Repeal

headquarters, in accordance with the provisions
of this Law; and,

9) Guarantee other rights and guiding principles
whose supervision is assigned, in accordance with

current legislation. 12

In this way, INDECOPI legally protects free private
initiative and freedom of business. It also promotes free
competition in the internal and external market through
the facilitation of international trade to national
economic agents, the legal protection of consumers,

protection of creditors' credit, as well as IP rights.

C. ELECTRONIC PROCUREMENT

In the economic growth in Peru and the new forms of
contracting products and services, electronic contracts
have become vitally important. In this sense, Mr. Caceda,
President  of  the Chamber  of  Electronic
Commerce (CAPECE), explains, ‘Ecommerce in Peru in
2019 registered a growth of 30%, one of the highest rates
in the region. However, we still rank sixth in Latin America
in terms of ecommerce volume’. Additionally, he
explains, ‘e-commerce already exceeded the USD 4,000

million at the end of 2019, 30% more than last year’.13

Similarly, Mr. Blacksip explained the annual growth rates

by saying:

[...] the fact that Peru has good annual growth
rates is mainly due to the fact that the value of
categories in Internet retailing, such as consumer
electronics (technology), multimedia products,

and clothing and footwear, the three largest in

Complementary Provision of Law No. 30224, published on 11 July 2014,
effective after the end of the period of 270 calendar days of the validity of
cited Law.

12 | egislative Decree (n 7).

13 Céceda H, ‘La industria del ecommerce en Perl ha experimentado un
rapido crecimiento en esto Ultimos cuatro afios, generando todo un
ecosistema de negocios y nuevas oportunidades ¢Cémo nos fue en el
20197’ (Cdmara Peruana de Comercio Electronico — CAPECE,
24 October 2019) <https://www.capece.org.pe/blog/ecommerce-
peru-2019-como-nos-fue-este-ano/> accessed 24 July 2021.
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the nation, they have made the annual value go
from 611.6 million soles to 2,339 million in less
than seven years, between 2013 and 2019, this

being just the beginning.14

In this way, statistics show a very favorable outlook for
electronic contracts. According to the Official Report of
the Electronic Commerce Industry in Peru. Impact of
COVID-19 on ecommerce in Peru and prospects for 2021,

the figures of ecommerce 2020, are:

(i) Penetration of ecommerce in consumption
through cards, from 12.5% in January 2020, it
increased to 45% in July 2020; total at the end of
2020 of 35%;

(ii) Ecommerce growth (YTY), from 43% in

January 2020, increased to 160% in July 2020;

total at the end of 2020 of 50%;

(iii) Online  shoppers, from  six million in
January 2020, increased to 8.9 million in
July 2020; total at the end of 2020 of

11.8 million. [...];
(iv) Penetration of ecommerce over total commerce,
from 1.5% in January 2020, increased to 3.5% in

July 2020; total at the end of 2020 of 5%.1%

The same panorama is evident in investments. According
to Pachecho, ‘[Thanks to digitization], more and more
Peruvians are opting for digital channels to acquire and
market different goods and services’.1® This has been
explained in a news article as follows:

As Peruvians become familiar with digital
channels and a more varied offer, they also adopt

certain attitudes. For IPSOS Peru, the connection

reaches 41% of the national urban population

14 ibid.

15 ‘The Official Report of the Ecommerce Industry in Peru. Impact of
COVID-19 on Electronic Commerce in Peru and Prospects for 2021’
(Capece, 2021) <https://www.capece.org.pe/wp-
content/uploads/2021/03/Observatorio-Ecommerce-Peru-2020-
2021.pdf> accessed 16 March 2022.

16 pacheco JA, ‘éSon digitales los peruanos? El comercio electrénico en el
pais andino y mas atractivo para las inversiones espafiolas’ (Legal today,
18 November 2019) <https://www.legaltoday.com/legaltech/nuevas-
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(72% in Lima), which is equivalent to 13 million
inhabitants who connect to the internet at least
six times a week, and cell phone use has also
increased to unthinkable levels due to wide post-
paid offers from various local telephone
companies which allows brand campaigns and
strategies to reach the consumer more directly.
Cell phones allow the user to be always active. In
this way, we can affirm that as in Peru, Latin
America is in the midst of a fast-moving
technological revolution. It is estimated that by
2020 there will be 171 million new smartphone

users in the region, according to Facebook 1Q.17

In this sense, it can be pointed out that ecommerce, at
different levels of contracting (for example, at the
business-to-business (B2B) level), has allowed companies
to organize themselves horizontally and vertically to
enable supply and meet the requirements of the end
consumers. At the business-to-consumer (B2C) level,
ecommerce has improved with the use of technological
platforms to bring products and services closer to final
consumers. At the consumer-to-consumer (C2C) level,
the exchange of goods and services has been attempted
using the consumer-product experience itself to reach
more consumers. And finally, at the business-to-
government (B2G) level, public procurement has been

improved.

Thus, it should be noted that electronic contracts involve
all economic agents in the market and contribute to

improving the experience of the final consumer, such as

tecnologias/son-digitales-los-peruanos-el-comercio-electronico-en-el-
pais-andino-y-mas-atractivo-para-las-inversiones-espanolas-2019-11-
18/> accessed 24 July 2021.

17 Seccidn Noticias, ‘Caracteristicas del consumidor peruano del 2018,
élas redes sociales realmente funcionan?’
22 August 2018)
<http://seccionnoticias.net.pe/index.php/2018/08/22/caracteristicas-

del-consumidor-peruano-del-2018/> accessed 24 July 2021.

(Seccion  Noticias,


https://www.legaltoday.com/legaltech/nuevas-tecnologias/son-digitales-los-peruanos-el-comercio-electronico-en-el-pais-andino-y-mas-atractivo-para-las-inversiones-espanolas-2019-11-18/
https://www.legaltoday.com/legaltech/nuevas-tecnologias/son-digitales-los-peruanos-el-comercio-electronico-en-el-pais-andino-y-mas-atractivo-para-las-inversiones-espanolas-2019-11-18/
https://www.legaltoday.com/legaltech/nuevas-tecnologias/son-digitales-los-peruanos-el-comercio-electronico-en-el-pais-andino-y-mas-atractivo-para-las-inversiones-espanolas-2019-11-18/
https://www.legaltoday.com/legaltech/nuevas-tecnologias/son-digitales-los-peruanos-el-comercio-electronico-en-el-pais-andino-y-mas-atractivo-para-las-inversiones-espanolas-2019-11-18/
http://seccionnoticias.net.pe/index.php/2018/08/22/caracteristicas-del-consumidor-peruano-del-2018/
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the service implemented in Real Plaza Go, as detailed by

the Commerce:

Real Plaza Go "Is the proposal of the firm with
which it seeks to reach its customers through
digital channels, thus giving way to electronic
commerce. Real Plaza Go is much more than a
of our

marketplace; it is the extension

21 shopping centers.

With this platform, we seek to transfer our purpose of
happiness to the digital world, in open space 365 days a
year and 24 hours a day, which will allow our customers
to buy without having to leave home and choose the way
they want to receive their products, either through
traditional delivery or another of the options we offer”,
said Daniel Duharte, CEO of Real Plaza’-18, above all
because it contributes decisively to the reduction of

transaction costs.

On this line of thought, Blacksip also stated that:

In the last five years, Internet retail in Peru has
evolved remarkably. If we analyze the numbers of
this type of commerce in 2013 and compare them
with current figures, it is evident that Peruvians
each year bet much more on digital channels to

supply their needs, be it goods or services.?®

This progress has been made, thanks to the support of
multilateral organizations such as the United Nations
Commission for International Trade Law (UNCITRAL) in
reducing obstacles to trade. As has been explained, the

UNCITRAL was established by the General Assembly in

18 ‘Real Plaza da el salto al comercio electrénico con su nuevo formato
“Real Go"™ (El Comercio, 3 June 2020)
<https://elcomercio.pe/economia/coronavirus-peru-real-plaza-da-el-
salto-al-comercio-electronico-con-su-nuevo-formato-real-plaza-go-nndc-
noticia/> accessed 24 July 2021.

19 Blacksip (n 13).

20 UNGA Res 2205 (XXI) (17 December 1966).

21 ‘Origin, mandate and composition of UNCITRAL’ (UNCITRAL)
<https://uncitral.un.org/en/about/fag/mandate_composition > accessed
24 July 2021.

Plaza
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196620, The General Assembly, in establishing the

Commission, recognized that disparities between
national laws governing international trade created
obstacles to that trade, and considered that, through the
UNCITRAL, the United Nations (UN) could play a more

active role in reducing or eliminating of those obstacles??.

This has ultimately allowed progress in the legislative
field of digital signature and certificates, based on the
sustainable development goals (SDGs): ‘UNCITRAL
supports the SDGs. In the Addis Ababa Action Agenda,
the States supported the efforts and initiatives of the
UNCITRAL, as the central legal body of the UN system in
the field of international trade law, aimed at increasing
coordination and cooperation in the legal activities of
international and regional organizations operating in the
field of international trade law and promoting the rule of

law at the national and international levels in this field.22

At this point, two normative laws of the UNCITRAL must

be mentioned:

(i) Model Law on Electronic Commerce (1996)

(together with its new Article 5 approved in 1998)

which aims to [..] enable and facilitate

ecommerce by offering legislators a set of

internationally acceptable rules aimed at

removing legal obstacles and making ecommerce
more predictable;23 and

(ii) UNCITRAL  Model Law  on Electronic

Signatures (2001), which aims to [...] enable and
facilitate the use of electronic signatures by
establishing technical reliability criteria for the
equivalence between electronic and handwritten

signatures’24. Both Model laws have contributed

2 ‘Sustainable Development Goals’ (UNCITRAL)
<https://uncitral.un.org/en/about/sdg> accessed 24 July 2021.

23 UNCITRAL Model Law on Electronic Commerce (1996) with additional
Article 5bis as adopted in 1998 (12 June 1996)
<https://uncitral.un.org/en/texts/ecommerce/modellaw/electronic_com
merce> accessed 24 July 2021.

24 UNCITRAL Model Law on Electronic Signatures (2001) (5 July 2001)
<https://uncitral.un.org/en/texts/ecommerce/modellaw/electronic_sign

atures> accessed 24 July 2021.
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in an outstanding way to the regulation of

electronic commerce in Peru.

It should be noted that these Model texts have been
reflected in Law 27269 — Law of Digital Signatures and
Certificates of Peru?>, thanks to the support of the
Competent Administrative  Authority within the
framework of the Official Infrastructure of Electronic
Signature for Peru, and the support of the Commission
for the Standardization and Inspection of Non-Tariff and
Non-Tariff Trade Barriers (CNB), the INDECOPI, in
accordance with Article 57 of Supreme Decree 052-2008-
PCM Regulation of the Law on Digital Signatures and
Certificates?6. The abovementioned rules approve the
Certification Policies, Registration or Verification and
Added Value, Certification Practice Statements,
Registration or Verification and Added Value, the Security
Policies, and the Privacy Policies and Plans of the
Certification Entities, Registration or Verification and
Added Value, of both public and private Certification

Service Providers, and other policies.

In the case of the Law of Digital Signatures and
Certificates, it promotes electronic contracting in a
reliable and secure manner. The norm regulates the use
of the electronic signature, granting it the same validity
and legal effectiveness as the use of a handwritten
signature or another analogous one that implies a

manifestation of will.

Thanks to the Official Electronic Signature Infrastructure,
public policies are aimed at providing greater legal
certainty in electronic contracting. Here we can find the
promotion of the use of distinctive signs for reliable and
safe hiring harmonized with international policies and

regulations.

25 Law 27269 (28 May 2000)  <https://espij.minjus.gob.pe/spij-ext-
web/detallenorma/H791142> accessed 26 July 2021.

26 Supreme Decree 052-2008-PCM (19 July 2008)
<https://espij.minjus.gob.pe/spij-ext-web/detallenorma/H969081>
accessed 26 July 2021.

27 Law 26497, Organic Law of the National Registry of Identification and
Civil Status (12 July 1995) <http://spijlibre.minjus.gob.pe/> accessed

201

Likewise, due to inter-institutional coordination between

the National Registry of Identification and Civil
Status (RENIEC)?? and the National Superintendency of
Customs and Tax Administration (SUNAT)?28, pilot projects
have been developed for personal identification through
the use of the DNI — E or Electronic DNI.2° Additionally,
progress in issues of digital certification of electronic
signatures will allow greater legal certainty in electronic
contracts. In this direction, these projects seek to
improve the tax determination, collection, and inspection
system from the issuance of electronic payment

vouchers.

In this sense, due to the availability of sufficient legal
platforms and the necessary legal protection in relation
to personal identification issues, electronic contracting in
general and consumer contracting is opening, one that
involves the interaction of the final consumer of goods
and services with the suppliers. And that has seen an
unprecedented advance in the history of ecommerce in

Perus,

In this context, the government of Peru, through
INDECOPI, the Consumer Protection Commission must
guarantee the right to information in relation to the
products and services marketed in the digital-physical
market, making it important to identify the products and
services in a safe and reliable way both in the national and
international market using distinctive signs. It should also
be noted that in electronic consumer contracts, aspects
related to commercial advertising and guaranteeing the
veracity of the information transmitted to the consumer,
the customer experience and aspects related to industrial
property are important to guarantee security and trust

when hiring.

26 July 2021.

28 Law 29816, Law to Strengthen SUNAT (22 December 2011)
<https://espij.minjus.gob.pe/spij-ext-web/detallenorma/H1045658>
accessed 26 July 2021.

22 ‘El DNI Electrénico — Seguridad, facilidad y rapidez’ (RENIEC)
<https://portales.reniec.gob.pe/web/dni> accessed 24 July 2021.

30 Blacksip (n 13).
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Let us remember in relation to the latter that in the
Peruvian geographical space, there is a propensity for
marketing products that may not be authorized by the
holders of distinctive signs and/or marketing the
products as simply defective, which has an unfavorable
impact on the consumer experience. As Bravo explains,
efforts such as those of the CAPECE have been made in
this direction, which has sent a proposal that includes the
formalization, banking, inclusion, and respect for IP. It is

summarized as follows:

1. Allow the entry of 100% formal MYPES — Micro,
Small and Medium Enterprises (MSMEs) through
marketplaces, who undertake to safeguard the
formality and IP of the products;

2. Guarantee the use of biosafety protocols,
dispatching their products through a certified
logistics operator, who are committed to
safeguarding health and social distancing; and,

3. No MYPE should carry out its own dispatches but

outsource it to a company specialized in it’.3!

An important aspect in consumer relations is the solution
of controversies, within the forms of solution we find the
private or public ones; however, one of the ways to
prevent conflicts and solutions could be to generate trust
and security in consumer relationships in the market
through the use of distinctive signs, because as Bravo has

pointed out:

Although online mistrust is one of the heels of
Achilles in ecommerce. However, it has started to
gain ground in 2019, as 33% of Peruvians feel
more confident when buying than last year,

according to a study carried out by Ipsos Peru.32

It is necessary to emphasize that when a private solution

is not possible, the intervention of the State through

31 Bravo F, ‘CAPECE: comercio electronico es mucho mas que sélo delivery
por aplicativos’ 29 May 2020)
<https://www.ecommercenews.pe/comercio-electronico/2020/capece-
ecommerce-delivery.html> accessed 26 July 2021.

(Ecommerce news,

32 Bravo F, ‘Cudl es el perfil del comprador online en el Peru? 7 claves que

debes conocer’ (Ecommerce news, 2 April 2020)
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INDECOPI will be necessary and indispensable,
specifically the Consumer Protection Commission, the
Regional Office Commissions, or the Executive Summary
Procedures Bodies. There is also an urgent need to
strengthen the online dispute resolution (ODR)
mechanisms in this field and expand the institutional
basis for the legal protection of consumers on equal
terms with regard to economic agents in the market as

forms of dispute resolution in contracts.

D. LEGAL SECURITY IN ELECTRONIC PROCUREMENT

Legal security, as Rosas explains to us, is defined as
follows:
Legal security within the legal framework
translates into the "certainty" of the permanence
of the legal framework, as well as protection
against an anomalous situation, in case of
inconveniences in the execution of the contract,
without the possibility of unexpected legislative
modifications, which violate the principle of

trust,33

In this way, it is important to ask the following question:
How do we guarantee legal certainty in terms of
predictability and create a more efficient market in which
consumer rights are protected? To answer, this task could
be achieved to the extent the consumer knows they have
suitable mechanisms that allow them to prevail their

rights against the suppliers of goods and services.

For this reason, legal certainty in the framework of
consumer contracts is essential. In this sense, at the
contractual level in the case of written contracts,
adhesion contracts, contracts with general contracting

clauses approved administratively or not, verbal

<https://www.ecommercenews.pe/comercio-electronico/2020/perfil-
comprador-online-peru.html> accessed 26 July 2021.

33 Rosas |, ‘Seguridad juridica en contratos de consumo celebrados por
30 March 2020)
<http://revistasum.umanizales.edu.co/ojs/index.php/Lumina/article/vie
w/3466> accessed 26 July 2021.

medios electronicos’ (Lumina,


http://revistasum.umanizales.edu.co/ojs/index.php/Lumina/article/view/3466
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contracts, it is necessary to incorporate within the
contractual forms certain mechanisms that would allow
consumers to access the resolution of disputes

immediately, easily, free of charge.

In this way, we will guarantee, in terms of legal certainty,
sufficient predictability for the parties involved in the
contracting of consumption and users. As Hernandez

explains:

Predictability can be explained as the situation in
which the subjects can know what the current
rules of the game are, and, with some certainty,
they can trust that these will not be modified
between the time of decision making and that of
execution. These rules of the game are provided
by the law and that predictability is provided by

legal certainty.34

In this manner, efficiencies are generated within the
market to the extent that the consumer knows and
knows they have suitable mechanisms allowing them to

defend their rights.

A more efficient market in terms of predictability will
provide greater economic growth as it will provide us
with the necessary platform to generate confidence in
the consumer at the time of contracting, since consumers
will know how to materialize their rights in case they have

been violated.

Likewise, providers will be provided with the possibility of
resolving disputes in less time, effort, and with reduced
transaction costs, which will provide them with greater
sustainability over time in relation to the economic
activity they carry out in the market, allowing them to

improve the consumer experience.

34 Herndndez J, ‘Seguridad Juridica y Costos de Transaccion: Algunas
distorsiones en el Cddigo Civil'’ (Revista Derecho y Sociedad, 1997)

E. EFFICIENCY IN ELECTRONIC PROCUREMENT

In the framework of electronic contracting, one aspect
that would improve contractual efficiency is predictability
where both the supplier and the consumer are aware of
the favorable and unfavorable aspects to which they are
subjected when contracting in the different stages of
recruitment; that is, in the pre-contractual, contractual

and post-contractual stage.

They can also verify the aspects related to the identity of
the parties with whom they are contracting, the object
and content of the contracts they enter into, the forms of
dispute resolution, and in the face of inefficiencies that
may exist, clearly have alternative mechanisms dispute
resolution solutions could be useful for its prompt

resolution.

In this way, it will be essential that the economic agents
providing suitable goods and services in the market can
be properly identified, and in that direction, it is urgent to
have the means that allow users to fully identify them.

In this direction, distinctive signs enter the scene,
whether at a private or public level, using which
consumers will be able to find properly identified
suppliers through certification marks in electronic

contracts.

F. THE CONTRACTUAL BALANCE IN ELECTRONIC
PROCUREMENT

If we can identify suppliers in the market through
distinctive signs informing us that our purchase of
product or service is safe and reliable, we could ask the
question: Is it possible to generate the contractual
balance between the subjects that intervene in the

framework of consumer contracting?

In this regard, we could answer in the affirmative since

consumers will have the information regarding the

<http://revistas.pucp.edu.pe/index.php/derechoysociedad/article/view/
16644> accessed 26 July 2021.
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provider's profile and the type of product that it sells in
the market. Furthermore, the consumer will know that
regarding the possible risks involved in contracting the
good or service, even if, for example, during the different
stages of contracting he is protected by an insurance
system, which will allow greater reliability at the time to

make the purchase.

Likewise, we can point out that the contractual balance

between the intervening parties would also be
reestablished when we empower the consumer vis-a-vis
the provider by providing them with sufficient tools to
enforce their rights, while reducing the existing
asymmetry in the contractual legal relationship between

the provider and the consumer.

G. THE CONTRIBUTION OF DISTINCTIVE SIGNS IN
SAFE AND RELIABLE ELECTRONIC CONTRACTING
IN PERU

As indicated above, the use of distinctive signsin Peru can
favor the identification of suppliers in the market that are
committed to improving the experience of the final
consumer. Even in case of failures and distortions that
may be generated in electronic contracts, the same
suppliers could implement an insurance system that
allows the reimbursement of money in case the
consumer exercises their right of restitution and/or the
possible risks and damages that may be generated as a
result of the contracting of the goods and services in the

market.

In this context, the promoting role of the State is
important through INDECOPI and the private sector that
may be empowered to carry out the certification of

suppliers in the market.

What is the distinctive sign that we propose and what

elements could it incorporate?
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The distinctive sign that we propose the supplier to
exhibit is the distinctive sign with the name 'E-Commerce
— 100% Reliable and Safe' which can be granted by a
private or public certification body and that could involve
a distinctive sign at a global level. The design would be
under construction, but the following graphic can be

taken as a reference:

100%

Reliable

Safe

The distinctive sign would enable consumers to identify
that the purchase on the Internet is reliable and safe and
that there is an insurance system providing
compensation for any aspect that could emerge in
electronic contracts, whether of a consumer nature or
linked to international trade in which ICT are involved,
since the idea is to guarantee the execution of the

contract while safeguarding the interests of the parties.

Likewise, in the adverse context that humanity is going
through, it will allow us to identify suppliers that comply
with sufficient biosafety and hygiene protocols to
safeguard the interests of the end consumer by
significantly improving their experience with the product

or service put into operation and available to the

consumer.

H. PROMOTING RELIABLE AND SECURE
ELECTRONIC CONTRACTING AT THE
INTERNATIONAL LEVEL

Finally, from this perspective, Member States of the WTO
and WIPO can make efforts to harmonize public policies
aimed at promoting reliable and secure electronic
contracting, which allows the expansion of the economy

of Member States at the national and international level.
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Additionally, we consider that this aspect can be

incorporated into the Model Law of Electronic
Procurement and establish the incorporation of aspects
related to the use of distinctive signs for the promotion

of Reliable and Secure Electronic Procurement.

The use of distinctive signs and certification marks in the
current context of electronic contracting cannot be
implemented at the Member State level because it is an
aspect not specifically contemplated. However, it can be

included within the Model Law on Electronic Commerce.

The regulation in the Model Law on Electronic Commerce
will allow us to harmonize the legislation of the Member
States at the national and international levels and to
identify suppliers that offer reliable and safe products. In
this way, the markets will be strengthened. Let us
remember that, in the international normative field, we
are always faced with flexible solutions against the
rigidity that on some occasions means the laws of each of

the Member States.

In this way, we will have a sufficient platform to contract
reliably and securely, something highly anticipated by all

consumers globally.

3. CONCLUSIONS

(i) The legal foundations which justify the use of
distinctive signs in the electronic contracting in
the context of the COVID-19 pandemic, for the
Peruvian case, are the Peruvian Political

Constitution of 1993, Legislative Decree 1075 at

the level of special legislation on distinctive signs,

and the Regulation of the Peruvian Consumer

Protection System. For the particular case, we

refer to the CPDC, contained in Law 29571,

counting for this with institutions such as
INDECOPI.

(ii) The economic foundations which justify the use
of distinctive signs in the electronic contracting in

the context of the COVID-19 pandemic, for the

205

(iii)

(iv)

(v)

(vi)

Peruvian case, are economic growth for the new
forms of contracting of products and services,
which presents positive annual growth rates.
Latin America is in the midst of a technological
revolution that is advancing rapidly at the
different levels of electronic contracting.

Within the framework of electronic contracting in
Peru, progress has been made in the legislative
field of digital signatures and certificates, based
on the sustainable development objectives based
on the Model Law, thanks to UNCITRAL Model
Law on Electronic Commerce (1996); and the
UNCITRAL  Model Law on  Electronic
Signatures (2001). However, it is necessary to
incorporate public policies at the national and
international level that allow us to promote the
use of distinctive signs to generate trust and
security in digital contracting and face-to-face
identification of

contracting, based on the

suppliers offering standards in the
commercialization of reliable and safe products
and services.

Legal certainty in the framework of consumer
contracts is essential. In this sense, it is necessary
to incorporate into the contractual forms the
mechanisms that allow us to access conflict
resolution immediately, easily, and free of
charge. It is possible that the distinctive signs
offer us the possibility of contracting in a reliable
and secure manner, since we could identify
suppliers that comply with the contracts and
resolve disputes with consumers.

In terms of contracting efficiency, it will be
essential to adequately identify the economic
agents that provide suitable products and
services in the market, and in this sense, it is
urgent to have distinctive signs, such as
certification marks, which allow us to verify said
conditions.

Distinctive signs, particularly at the level of the
Member States, can favor the identification of

providers in the market that are committed to
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improving the experience of the final consumer.
Even in the face of failures and distortions that
may be generated in the field of electronic
contracting, the same providers could implement
an insurance system that allows money to be
reimbursed if the consumer exercises his right of
restitution and/or the possible risks and damages
that may be generated as a result of contracting
the products and services in the market.
(vii)  Itis possible can make efforts to harmonize public
policies aimed at promoting reliable and secure
electronic contracting based on the incorporation
into the Model Law on Electronic Commerce of
aspects related to the use of distinctive signs for

Reliable Electronic Contracting.
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13. VACCINE PATENTS IN TIMES OF CRISES: TIME TO
RE-EVALUATE THE PATENT BARGAIN?

Gowri Nanayakkara*

ABSTRACT

While the global race for COVID-19 vaccines and related
patents have resulted in many forerunners (Pfizer,
Moderna and AstraZeneca), the equal accessibility of
these has created further challenges. The forerunners’
ability to develop an effective COVID-19 vaccine with
unprecedented swiftness may be due to a multiplicity of
factors, including the critical need to control a global
pandemic, significant pumping of finances through public
funds, and direct donations by private individuals and
companies. In order to make vaccines urgently available,
the standard approval processes needed to be expedited
while granting liability exemptions for pharmaceutical
companies, as demanded. Indemnifying Big Pharma is a
significant factor that hinders access to COVID-19
vaccines (in addition to price, patent restrictions, and
cold chains) as for many low and middle-income
countries; this may not be a viable option. Moreover, the
patent bargain that is commonly relied on to support the
patenting of inventions seems to have taken a new turn,
under the current pandemic conditions where the public
is expected to trade-off more than usual, making the
forerunners more potent than ever, making access to life-
saving medicine even more difficult. This paper aims to
examine to what extent the pandemic situation has shed
new light on the traditional patent bargain. It further
proposes the re-evaluation of the patent bargain through

the introduction of appropriate responsibilities for Big

* Dr Gowri Nanayakkara is a Senior Lecturer in IP Law, Social Justice and
Global South at the Canterbury Christ Church University.

1 ‘Waiver from certain provisions of the TRIPS Agreement for the
prevention, containment and Treatment of COVID-19° Communication
South  Africa, 2 October 2020, IP/C/W/669
<https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/IP/C
/W669.pdf&0Open=True> accessed on 22 June 2021.

2 Cambridge dictionary defines Big Pharma as ‘large and successful
pharmaceutical companies considered a business group with important
economic, political or
<https://dictionary.cambridge.org/dictionary/english/big-pharma>
accessed on 1 March 2022.

from India and

social influence’
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Pharma as the private monopoly holders for the vaccines
to achieve an expected and appropriate balance in the

patent bargain between the public and Big Pharma.

Keywords: patents, COVID-19 vaccine, patent, bargain,

justification, quid pro quo.

1. INTRODUCTION

Since the COVID-19 outbreak was reported in late 2019,
one of the biggest, if not the most significant, issues the
world faced was to find a vaccine to prevent the wider
spread of this highly contagious disease. While the race
for a COVID-19 vaccine began soon after that and many
successful and efficient COVID-19 vaccine development
became a reality, and its progress was unfolding daily
across the world, another complex set of issues
surrounding the COVID-19 vaccines emerged. These
varied from maintaining equal access to vaccines, limiting
vaccine nationalism, improving vaccine confidence in the
general public to minimise vaccine hesitancy.

Many initiatives locally and internationally were
introduced and implemented to address some of these
concerns to no avail. One of the most potent
international initiatives suggested is by India and South
Africa, commonly known as the TRIPS Waiver,! currently
being discussed, although at a snail’s pace since late
2020, at the World Trade Organization (WTO) to
minimise the access issues through relaxing the vaccine
patent restrictions. Big Pharma? is firmly blocking this
initiative through the powerful countries3 of the Global

North.* Another promising initiative, COVAX,> aimed to

create unparalleled equal access to the vaccine, but that

3 Durisch P, Hertig G, ‘Big Pharma takes it all: How pharmaceutical
corporations profiteer from their privileges — even in a global health crisis
like COovID-19.” (Public Eye, March 2021)
<https://www.publiceye.ch/en/publications/detail /big-pharma-takes-it-
all>accessed on 22 June 2021.

4 Although the Biden administration, along with the European Parliament,
has recently expressed some interest in supporting the TRIPS Waiver, it is
yet to be seen whether this would be carried forward at the WTO.

5 Co-convened by Coalition for Epidemic Preparedness Innovation (CEPI),
Gavi, the vaccine alliance and World Health Organization (WHO) — in
partnership with the United Nations Children’s Fund (UNICEF).
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too was not a success due to the Global North bypassing
COVAX and entering into bilateral agreements with Big
Pharma.t The lack of success in both the above initiatives
is a consequence of the Pharma-Industrial Complex, a
phenomenon where a substantial pharmaceutical
industry has acquired great economic and political
power, enough to influence public policy concerning life-
saving medicines. Expectedly or unexpectedly, the
current patent law, based on an illusory patent bargain,
is a significant contributory factor in facilitating the
engendering and the sustaining of the pharma-industrial
complex. In the current COVID-19 climate, the
consequence is the prediction that Big Pharma is to
achieve a significant financial gain from the biggest
disaster of the century, while millions of avoidable human
deaths are left to happen — a hallmark of disaster

capitalism.

Against this backdrop, this paper argues that a re-
negotiation of the patent bargain could be considered an
alternative mechanism to address some of the issues
surrounding COVID-19 vaccines where the onus of
addressing such issues is shared with Big Pharma. Firstly,
this paper aims to add to the existing literature around
the illusory nature of the concept of Patent Bargain that
courts and intellectual property (IP) proponents continue
to rely on by using COVID-19 vaccines as a case study.
Moreover, the paper suggests ways in which the patent
bargain could be renegotiated where the appropriate

balance that the patent law promises could be achieved.

2. PATENT BARGAIN

Granting exclusive property rights to innovations under
the patent law has been most commonly justified under
the ‘reward theory’ and ‘contract theory’, which often
complement each other.” While the former justifies the

private monopoly rights as a reward for the innovative

6 Usher AD, ‘A beautiful idea: how COVAX has fallen Short’ (2021) 397
(10292) World Report 2322.

7 Denicolo V, Franzoni LA, ‘The Contract Theory of Patents’ (2004) 23 Int.
Rev. Law Econ. 365.

81bid.
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contribution made, the latter, under the metaphorical
patent bargain, justifies granting such rights as an
exchange for the disclosure of the recipe of the invention.
The patent bargain is expected to justify the granting of
exclusivity for an invention in return for disclosing the
said invention’s recipe. The exclusivity is also a reward
here since there is the assumption that the inventor may
not disclose such innovations if not for the promised
exclusivity, which may hamper the social and technical
progression as a consequence.® Thus, the bargain
narrative has been seen as an appealing ground to

support the granting of patents.

This section of the paper will attempt to dissect this
contract theory-based patent bargain as a foundation for
the later discussion concerning how the patent bargain
functions in relation to the COVID-19 vaccines and
whether a new patent deal is required where public
health and access to medicine play an integral role in such

negotiations.

Often referred to as ‘quid pro quo’ in patent law cases,®
the bargain analogy provides an illusion of consensual
agreement between the two contracting parties, i.e., the
inventor (often a private company) and the public
(executed through the State), where exclusivity is traded
for disclosure. Thus, the quid pro quo has been viewed by
courts as ‘disclosure in sufficient detail to enable one
skilled in the art to practice the invention’l® and at times
as ‘the benefit derived by the public from an invention
with substantial utility’’? in return for temporal and
exclusive rights. However, the reality, more often, falls
short of demonstrating a mutually beneficial contract
between the two parties. This paper argues that such lack
of balance is due to the many assumptions made when
relying on a quid pro quo approach for patenting
generally and patenting COVID-19 vaccines

more

specifically.

® Ghosh S, 'Patents and the Regulatory State: Rethinking the Patent
Bargain Metaphor after Eldred' (2004) 19 Berkeley Tech U 1315.

10 Universal Oil Products Co. v. Globe Oil & Refining Co. 322 US 471 (1944).
11 Brenner v Manson 416 US 470, 485 (1974).
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The first assumption made within a patent bargain
narrative is to assume that the patentee always discloses
the full recipe for the invention, enabling a person skilled
in that specific field to recreate it in return for exclusivity.
However, such disclosures have proven to be hardly
enabling due to them being delayed,!? inadequate®3 or
opaque!* disclosures’> preventing the very aim of
knowledge sharing that the patent bargain proposes.
Secondly, the bargain analogy seems to believe that the
patentees prioritise their inventions to address societal
needs. Such an assumption can be deduced from the
often-made argument that the patents are utilitarian or
have substantial utility to society. However, such views
fail to explain the lack of cure available for Dengue when
there is a cure for erectile dysfunction. Perhaps the
utilitarian objectives need to be supported by their
potentiality for financial benefit when prioritising
investment in specific innovations. Thirdly, the patent
bargain assumes that the patentee would use
appropriate pricing for their products so the society could
afford to benefit from them. But instead, the pricing
seems to be based on the ground ‘whatever price the
[Western] market will bear® with no obligation for the
industry to price their products at an affordable rate.
Thus, the patent system and the illusory bargain that it
relies on seems to support granting a private monopoly

without responsibility!” to patent-holding companies.

Often the proponents of patent exclusivity for vaccines
would argue that the existing TRIPS flexibilities around

compulsory licensing (CL) schemes adequately serve the

12 pue to legal
postponement of disclosing the invention fully.

13 Deliberately withholding information and know-how to prevent
efficient recreation of the invention.

loopholes in publication requirements allowing

14 Disclosing the information in a manner that is difficult for another to
understand and thus, limiting the possibility of its recreation by a third
party.

15 Roin BN, ‘The Disclosure Function of the Patent System (Or Lack
thereof)’ (2005) 118(6) Harv. L. Rev. 2007.

16 Abbott FM, ‘Rethinking Patents: From ‘intellectual property’ to ‘private
taxation scheme” in Drahos P, Ghidini G, Ullrich H (eds), KRTIKA: Essays
on Intellectual Property Vol. 1 (Edward Elgar 2015) 7.

17 1bid 3.

18 Ragavan S, Vanni A (Eds.), Intellectual Property Law and Access to
Medicine: TRIPS Agreement, Health, and Pharmaceuticals (Routledge,
2021). See also Aginam O, Harrington J, Yu PK (Eds.), The Global
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purpose of maintaining the appropriate balance in the
patent bargain. However, much ink has been spilt in
highlighting the limits of TRIPS flexibilities due to the
cumbersome nature of relying on CLs. 18 These have
resurfaced during the COVID-19 pandemic, particularly
‘TRIPS Waiver’ discourse.

around the Being only

applicable on an individual product and individual
country basis, the potential for further restriction being
imposed at the national level often leading to
bureaucratic hurdles, regulatory obstacles such as data
exclusivity and etc. do not make CLs a viable or
appropriate method to maintain a patent bargain in a
time of crisis.1® Thus this paper does not attempt to
repeat such arguments but instead makes an effort to
focus on the manner in which vaccines as specific
innovation would work within the metaphorical patent

bargain in times of crisis.

The paper will revisit the patent bargain metaphor to
understand how it is performed concerning COVID-19
vaccines later, but firstly, the following section will
examine vaccines as a particular patentable innovation
more specifically to ascertain how the patent-reliant Big

Pharma has perceived them.

3. VACCINES AS A POOR CONTENDER FOR
MARKET-BASED PATENT INNOVATION

Since its introduction in the early 20t century, vaccines
have played a crucial role in disease control, elimination,
and eradication, resulting in the significant reduction of

human morbidity and mortality.2° Thus, it is not an

Governance of HIV/AIDS: Intellectual Property and Access to Essential
Medicines (Edward Elgar, 2013), Gaviria M, Kilic B, ‘A network analysis of
COVID-19 mRNA vaccine patents’ 39 Nature Biotechnology (2021) 546.
McMahon A, ‘Global equitable access to vaccines, medicines and
diagnostics for COVID-19: The role of patents as private governance’ 47
Journal of Medical Ethics (2021)142.

19 McMahon A, ‘Global equitable access to vaccines, medicines and
diagnostics for COVID-19: The role of patents as private governance’ 47
Journal of Medical Ethics (2021)142. Thambisetty S, McMahon A,
Mcdonagh L, Yoon Kang H, Dutfield G, (2021) The TRIPS intellectual
property waiver proposal: creating the right incentives in patent law and
politics to end the COVID-19 pandemic. LSE Legal Studies Working Papers
(06/2021).

20 Rappuoli R, Miller HI, Falkow S, ‘The Intangible Value of Vaccination’,
(2002) 297 Science 937.
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exaggeration to identify vaccines as the most effective
public health intervention. Nevertheless, the distinctive
characteristics of vaccine innovation seem to be
threatening its continued use and development in an era
where medicinal innovation seems to be controlled
based on the financial gain by Big Pharma as gatekeepers,

and the rest of the world is constantly kept at their mercy.

The multifaceted benefits of vaccinations have been
identified beyond controlling targeted infectious diseases
worldwide to include a more comprehensive societal
advantage.?! They have proven to be helpful in
preventing related diseases to the targeted disease?? as
well as preventing the development of cancer.?
Reduction of infant deaths through perinatal and early
infancy inoculations2* further empowers women as they
need to have many children in case some may not reach
adulthood is reduced, which has further social,
educational, and economic benefits.2> While inoculation
programmes have contributed to the reduction of
morbidity and mortality rates in the world population,
what often goes less regarded is the economic efficacy of
such methods and their contribution towards the
achievement of health equity?® in a society where the

financially able and the financially vulnerable can both be

equally protected.

Regardless of these multiple benefits of vaccines, they

have become less enticing for Big Pharma and their

21 Andre FE, Booy R, Bock HL, Clemens J, Datta SK, et al., ‘Vaccination
Greatly Reduces Disease, Disability, Death and Inequity Worldwide’
(2008) 86 BULL. WORLD HEALTH ORG. 140.

22 For Example, Measles vaccination can protect from multiple
complications such as dysentery, bacterial pneumonia, keratomalacia and
malnutrition, as mentioned in Strebel PM, Papania MJ, Halsey NA,
‘Measles vaccine’ in Plotkin SA, Orenstein WA, (eds) Vaccines, 4™ ed. (WB
Saunders 2004) 389.

23 For example, reduction of cervical cancer with the use of HPV vaccine
against stereotype 16 and 18, as per Harper DM, Franco EL, Wheeler CM,
Moscicki AB, Romanowski B, Roteli-Martins CM, et al., HPV Vaccine Study
Group. ‘Sustained efficacy up to 4.5 years of a bivalent L1 virus-like
particle vaccine against human papillomavirus types 16 and 18: follow-up
from a randomised control trial’ 15 April 2006, Lancet 367.

24 Shearley AE, ‘The societal value of vaccination in developing countries’
(1999) 17 Vaccine 109; Ruff TA, Gertig DM, Otto BF, Gust ID, Sutanto A,
Soewarso TI, et al., ‘Lombok Hepatitis B Model Immunisation Project:
Toward universal infant hepatitis B immunisation in Indonesia’(1995) 171
J Infect Dis 290; Martines J, Paul VK, Bhutta ZA, Koblinsky M, Soucat A,
Walker N, et al., ‘Neonatal survival: a call for action’ (2005) 365 Lancet
1189.
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research and development (R&D) priorities.?” The specific
characteristics of vaccines, their market economies
coupled with the patent-driven innovation systems relied
on by Big Pharma, seemed to have made vaccines
unattractive as a biotechnological investment.2®¢ Such
factors include the inability or difficulty to quantify the
overall economic savings that vaccines provide by
preventing the broader dissemination of an infectious
disease than medicines that cure disease.?® Thus, the
successful outcome of the former is considered a non-
event. However, the successful outcome of the latter is
considered a tangible benefit. The long-term immunity
that most vaccines can provide with a single dose also
makes them unattractive as they are therefore less
profitable for Big Pharma compared with other medicines
that require lifelong use in the long run.3° The barriers to
maintaining a cold chain when delivering vaccines to
remote parts of a country/the world while sustaining its
efficacy compared to the ease of distributing
conventional drugs also make vaccines to be seen as a
less attractive investment.3! Such difficulties often mean
the target market could get significantly reduced, or the
high cost of delivery would drastically increase the price,
making them unaffordable for some populations and
particularly people in the Global South.32 This has become
where

visible during the current COVID-19 crisis,

Moderna and Pfizer vaccines require cold chain

25 See Andre FE, et al. (n 18) and Shearley AE (n 21).

26 Flannery B, Schrag S, Bennett NM, Lynfield R, Harrison LH, Reingold A,
et al., ‘Impact of childhood vaccination on racial disparities in invasive
Streptococcus pneumoniae infections’ (2004) 291 JAMA 2197; Bishai D,
Koenig M, Ali Khan M, ‘Measles vaccination improves the equity of health
outcomes: evidence from Bangladesh’ (2003) 12 Health Econ 415.

27 Plotkin SA, et al., ‘Establishing a Global Vaccine-Development Fund’
(2015) 373 NEW ENG. J. MED. 297.

28 Rutschman AS, ‘The Intellectual Property of Vaccines: Takeaways from
Recent Infectious Disease Outbreaks’ (2019-2020) 118 Mich L Rev Online
170.

29 Rappuoli R, et al. (n 17).

30See ‘Varicella Vaccine Effectiveness and Duration of Protection’, Centres
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distribution.3®  Thus, regardless of the more
comprehensive public health benefits and health equity
vaccines could deliver, they are generally considered
unappealing within a patents-based pharma-industrial

complex.

Since vaccines are generally considered a non-lucrative
form of innovation, the following section will explore
whether the COVID-19 vaccine innovation was
considered similarly or differently and the reasons for

such considerations.

4. THE RACE FOR A VACCINE, LIKE NO OTHER

Since the World Health Organization (WHO) declared
COVID-19 as a public health emergency of international
concern in January 2020,3* the race for a COVID-19
vaccine was in full force, providing the first few efficient
vaccines available much earlier than anticipated.
Currently, more than a dozen vaccines have started to be
rolled out across the world.3> While it was a welcome
outcome to have such vaccines available in an expedient
manner to control this highly infectious disease when
reflecting on the vaccine development in other recent
infectious disease outbreaks and the delay in developing

an effective vaccine for them, some contributing factors

for such disparity is vital to be identified for this paper.

33 Fischetti M, ‘The COVID Cold Chain: How a Vaccine Will Get to You’
(Scientific 19 November 2020)
<https://www.scientificamerican.com/article/the-covid-cold-chain-how-

American,

a-vaccine-will-get-to-you/> accessed 22 June 2021.

34 ‘Statement on the Second Meeting of the International Health
Regulations (2005) Emergency Committee Regarding the Outbreak of
Novel Coronavirus (2019-nCoV)’ WHO News (30 January 2020)
<https://www.who.int/news/item/30-01-2020-statement-on-the-
second-meeting-of-the-international-health-regulations-(2005)-
emergency-committee-regarding-the-outbreak-of-novel-coronavirus-
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35 ‘The COVID-19 vaccine race — weekly update’ (Gavi The Vaccine Alliance,
16 June 2021)  <https://www.gavi.org/vaccineswork/covid-19-vaccine-
race> accessed 22 June 2021.

36 Snapes L, ‘Dolly Parton partly funded Moderna Covid vaccine research’
The Guardian (17 November 2020)
<https://www.theguardian.com/music/2020/nov/17/dolly-parton-
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<https://www.forbes.com/sites/judystone/2020/12/03/the-peoples-
vaccine-modernas-coronavirus-vaccine-was-largely-funded-by-taxpayer-
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As discussed in the previous section, although vaccine
development is generally underfunded (for the reasons
considered therein) with COVID-19, substantial financial
donations were awarded to Big Pharma by private
philanthropists,3® as well as by the public3’ through
various governments in the Global North. All
three forerunners of COVID-19 vaccines benefited from
generous financial contributions. For Moderna vaccine,
while the country singer Dolly Parton donated USD one
million to Vanderbilt University,38 significant donations
appear to have been made by the US government as
direct financial support and indirectly through the
National Institute of Health with whom Moderna Inc.
developed this vaccine, coined as ‘people’s vaccine’ by
public interest groups due to this very reason.3® More
than 97% of research funding that went into the
development of the AstraZeneca vaccine too is
attributable to public funding,*® while Pfizer vaccine
development benefited from direct funding of USD 445
million from the German government.*! Thus, it is no

secret that COVID-19 vaccines, unlike other vaccines

generally, have received significant funding for their R&D.

While the public money is being pumped towards Big
Pharma from one end, they also demanded exemption
from any public liability claims for any vaccine-related
injuries.*? While Pfizer vaccine was provided with such

statutory indemnity by the UK government in

dollars/> accessed 22 June 2021; Safi M, ‘Oxford/AstraZeneca COVID-19
vaccine research ‘was 97% publicly funded’ The Guardian (15 April 2021)
<https://www.theguardian.com/science/2021/apr/15/oxfordastrazenec
a-covid-vaccine-research-was-97-publicly-funded> accessed
22 June 2021; Griffin R, Armstrong D, ‘Pfizer Vaccine’s Funding Came
From (9 November 2020)

<https://www.bloomberg.com/news/articles/2020-11-09/pfizer-
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38 Snapes, (n 33).

39 ‘Statement: Moderna Vaccine Belongs to the People’ Public Citizen
(Washington, D.C., 16 November 2020)
<https://www.citizen.org/news/statement-moderna-vaccine-belongs-to-
the-people/> accessed 22 June 2021.

40 Safi, (n 34).

41 Griffin, Armstrong (n 34).

42 TRIPS Waiver Communications by The Plurinational State of Bolivia,
Eswatini, India, Kenya, Mozambique, Mongolia, Pakistan, South Africa, the
Bolivarian Republic of Venezuela and Zimbabwe on 15 January 2021,
IP/C/W/672
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/W672.pdf&0Open=True> accessed 22 June 2021.
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December 2020,43 AstraZeneca** and Moderna,*® too,
have included such indemnity clauses in their vaccine
contracts. Such indemnity provision for Big Pharma has
compelled the respective governments to absorb or
address such potential civil liability claims.*® For example,
in the UK, COVID-19 is added to the Vaccine Damages
Payment Act, which grants a meagre amount of
GBP 120,000 if one were to suffer severe disability as a
consequence of taking a listed vaccine in the said Act.%”
Any lesser level of harm would not make one eligible for
any damages. While vaccine indemnity provision is not
necessarily limited to COVID-19 vaccines, given the
significant public funding received by Big Pharma for its
development, it is questionable whether the public
should also absorb the subsequent costs relating to the
COVID-19 vaccines. It seems that Big Pharma is socialising

the risks but privatising the profits.*8

Expedited approval of COVID-19 vaccines is another
significant difference compared with other vaccine
approvals. For example, it has been reported that the
European Medicine Agency (EMA) approved a COVID-19
vaccine within 70 days compared to the average approval
time of 210 days.*® When compared with another recent
infectious disease crisis of Ebola, where the vaccine

against it had been developed and awaiting clinical trials

43 Lintern S, ‘Coronavirus vaccine: Pfizer given protection from legal action
by UK 2 December 2020)
<https://www.independent.co.uk/news/health/coronavirus-pfizer-

government’ (Independent,

vaccine-legal-indemnity-safety-ministers-b1765124.html> accessed
22 June 2021.

4 Burger L, Aripaka P, ‘AstraZeneca to be exempt from coronavirus
liability claims (Reuters, 30 July 2020)
<https://www.reuters.com/article/us-astrazeneca-results-vaccine-
liability-idUSKCN24V2EN> accessed 22 June 2021.

4> Sigalos M, ‘You can’t sue Pfizer or Moderna if you have severe Covid
vaccine side effects. The government likely won’t compensate you for
damages either’ CNBC (17 December 2020)
<https://www.cnbc.com/2020/12/16/covid-vaccine-side-effects-
compensation-lawsuit.html> accessed 22 June 2021.

46 While governments of the Global North may consider this option with
limited occasions for such damages being granted, the Global South
governments may not, creating vaccine inequity during a pandemic.
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payment> accessed 22 June 2021.

48 Durisch P, Hertig G (n 3).
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more than 10 years before its outbreak in 2014-2016,5°
and only approved by the FDA in December 2019,5! one
can see the rate of rapidity at which COVID-19 vaccines
have been approved at. While the nature of the current
crises meant that an accelerated approval process was a
necessity for the benefit of the public, it is also worth
noting that Big Pharma, too, benefit from such expedited
approval as a swifter approval can contribute towards

their brand promotion.

Due to the pandemic, governments bid for many
hundreds of millions of COVID-19 vaccines, even during
their development stage. For example, as Kate Bingham,
the Chair of the UK’s Vaccine Task Force, confirms, the UK
has not only supported the clinical trials and
development of specific vaccines but had secured
400 million doses>? of vaccines.>? Similarly, the US had
offered to buy 600 million doses of Pfizer vaccine alone,>*
another 500 million doses from Moderna>® and

300 million doses of AstraZeneca.’® This level of
guaranteed sales for the vaccines at such early stages of
their development is also a unique position that COVID-
19 vaccine developers benefited from. While the Global
North hoarded up COVID-19 vaccines multiple times of
South countries

the required amount, the Global

struggled to have access to any.>” Such nationalistic

51 ‘First FDA-approved vaccine for the prevention of Ebola virus disease,
marking a critical milestone in public health preparedness and response’
(The US Food 19 December 2019)
<https://www.fda.gov/news-events/press-announcements/first-fda-

and Drug Administration,

approved-vaccine-prevention-ebola-virus-disease-marking-critical-
milestone-public-health> accessed 22 June 2021.

52 When the UK population is less than 70,000,000, i.e., more than
five times of the country’s population.

53 Bolzen DS, Guerrera A, ‘Kate Bingham: Why UK strategy on Covid
vaccines has been a great success’ la Republica (7 February 2021)
<https://www.repubblica.it/cronaca/2021/02/07/news/kate_bingham_i
nterview_vaccines_covid_astrazeneca_uk_coronavirus_johnson-
286384093/> accessed on 22 June 2021.
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approaches to an international crisis that led to vaccine
nationalism, which further contributed to the failure of
initiatives such as COVAX and delaying the TRIPS Waiver,
may have contributed to millions of preventable human

deaths in the Global South.

As clearly evaluated in this section, the unprecedented
support Big Pharma received in developing a COVID-19
vaccine, the accelerated approval from regulatory bodies,
guaranteed sales even before the approval stages were
completed meant that they were in a far better position
financially with COVID-19 vaccines. As predicted in
January 2021 by some WTO Members> and confirmed by
subsequent reports, the forerunners of the COVID-19
vaccines have reaped>® or are expected to gain®
significant financial returns even before the pandemic
has ended. When the public has provided extensive
support towards the development of COVID-19 vaccines
while having to purchase such vaccines back, Big Pharma
is only accountable for a (limited) disclosure for enjoying
exclusive monopoly rights to these vaccines and gaining
significant financial benefit does not, this paper argues,
even provide a semblance of an appropriate bargain

between the Big Pharma and the public.

5. BALANCING THE SCALE: A NEW PATENT DEAL?

As discussed previously, the public, from their side of the
bargain, provided substantial financial contribution for
COVID-19 vaccine development, facilitated accelerated
vaccine approval, granted private monopoly rights over
such vaccines with no limitation on pricing, and
subsequently not only bought back such vaccines from
Big Pharma but also indemnified them from potential
injury claims. In return, the public is only expected to

receive the disclosure of the vaccine recipe, which is not

<https://www.theguardian.com/commentisfree/2021/mar/17/rich-
countries-hoarding-vaccines-us-eu-africa> accessed on 22 June 2021.

58 TRIPS Waiver communication IP/C/W/672 (n 39).

59 Robbins R, Goodman PS, ‘Pfizer reaps Hundreds of Millions of Profits
(5 April 2021)
<https://www.nytimes.com/2021/05/04/business/pfizer-covid-vaccine-
profits.html> accessed on 22 June 2021.

from Covid Vaccines’ The New York Times

215

timely, adequate or proper disclosure, making such

disclosure irrelevant or almost non-existent.

It is no secret then that the patent bargain needs re-
evaluating, and there is no time like the present
pandemic to understand this need clearly and lobby for
necessary changes in finding a new, better patent deal. A
deal where the bargain is based on the interests of the
public rather than Big Pharma and strengthening the
pharma-industrial complex further. A proper quid pro
quo. This section of the paper will hint at how the patent
bargain could be renegotiated so that the public is not
worse off when granting exclusive monopoly rights to big

pharma.

The experiences of the COVID-19 crisis made it clear that
the ‘private monopoly without responsibility’ approach in
patenting does not work for the benefit of the public,
highlighting the terrible nature of the illusory patent
bargain. This position becomes apparent when examining
the current COVID-19 vaccine crisis closely. Thus, this
paper proposes that introducing some responsibilities
into the patent bargain could be assistive in balancing the

scale to an appropriate level.

Such responsibilities that ought to be added to this new
patent deal could commence by restoring the disclosure
responsibility as envisaged when the patent bargain was
first relied on. The need for a disclosure that is timely,
adequate, and clear. Disclosure of the full recipe.
Moreover, it is reasonable to expect that big pharma
needs to play an active role in improving vaccine
confidence in the public, given that their demand for
indemnity and lack of transparency can often be seen as
contributory factors to vaccine hesitancy. Finally, some
accountability levels in maintaining equal access to

vaccines and limiting vaccine nationalism need to be built

60 Kollewe J, ‘From Pfizer to Moderna: who’s making billions from COVID-
(6 March 2021)
<https://www.theguardian.com/business/2021/mar/06/from-pfizer-to-
moderna-whos-making-billions-from-covid-vaccines>
22 June 2021.

19 vaccines?’ The Guardian
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into the bargain with appropriate sanctions for failing to
do so since no one is safe until everyone is safe during a
pandemic. Incorporating the above as primary
responsibilities in return for a private monopoly may

provide a glimpse of a balanced patent bargain.

6. CONCLUSIONS

This paper closely examined the patent bargain
justification in vaccines generally and COVID-19 vaccines
more specifically to highlight the lack of balance in this
bargain between the public and Big Pharma. While the
public seemed to have borne much of the onus of COVID-
19 vaccine innovation by making considerable financial
contributions, providing efficient and accelerated
approval for vaccines, purchasing them back, and even
offering indemnity for the Big Pharma, it seemed to
suggest that the time has undoubtedly come to

renegotiate the patent deal.

In that regard, this paper proposes firstly to identify and
confront the various assumptions made when relying on
this contract-theory justification where expected
disclosure is hardly provided, financial gain rather than
public or societal needs being central to innovation
schemes and pricing based on ‘what the market can bear’
rather than what the public can afford. In essence, a
private monopoly is given with no responsibility expected

from Big Pharma in return.

Thus, in making the patent bargain a more balanced one,
this paper proposes the re-evaluation of it by relying on
COVID-19 vaccines as a case study and reflecting on
potential and reasonable responsibilities that could be
built into the patent bargain to work towards achieving
an appropriate quid pro quo between the public and the

Big Pharma.
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14. PROTECTION OF COPYRIGHT IN THE DIGITAL
ENVIRONMENT IN VIET NAM

Le Thi Bich Thuy*

ABSTRACT

Along with the continuous development of the Internet,
cyberspace is increasingly expanding and spreading from
one country to another. As a result, nations are
connected more closely; people have become closer and
economic transactions, cultural and social exchanges
have become more convenient. All these factors bring
great benefits in terms of economic and social
development to many countries. However, the enormous
growth of cyberspace and the digital environment also
pose certain threats to a number of socio-economic
fields, including the field of copyright protection. While
revolutionizing the way through which individuals,
communities, and countries can communicate and
exchange information, the digital environment also
provides a very convenient basis for copy and use
activities without the consent of the author. The digital
environment indeed creates significant legal challenges

to copyright protection.

This article shows an interest in learning about the legal
aspects of copyright protection in the digital environment
and thereby finding effective solutions for protecting this

right in the new context.

Keywords: copyright, digital environment, literary and

artistic works, Vietnamese law.
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Nam. She teaches in the International Private Law Department,
specializing in international IP law. The focus of her research and teaching
activities is on Civil and Commercial Law, IP, and Comparative Private Law.
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1. INTRODUCTION

A. OVERVIEW OF COPYRIGHT AND COPYRIGHT
PROTECTION

Copyright is also a type of intellectual property (IP) right,
similar to the right to inventions, right to utility solutions
or trademarks. Objects of copyright are literary and
artistic works, including literary compositions such as
articles, books, stories, artistic products such as songs,
music scores, paintings, photographs, and movies. The
copyright owner is the creator, or owner, of a literary or

artistic works.

As a type of ownership, copyright gives creators and
owners of literary and artistic works legal rights to
prevent or allow others to use their creative works for a
certain period of time. If someone infringes on the
copyright, the author or owner can sue for compensation
in court, thereby protecting their legitimate interests.
More specifically, the author does not need to carry out
any administrative procedures to enjoy copyright but
only needs to satisfy three conditions. First, the author is
the person who created the work. Second, the work is

represented in a certain material form?®.

Thus, it can be defined that copyright is the protection
granted by law to the author, the owner of the work, to
exclusively exploit and enjoy the material and spiritual
benefits from the literary or artistic works created or
owned by him. Copyright is an abstract right; to be
protected, copyright should be concretized into legal
rights that international or national laws provide to
authors or owners of literary and artistic works, for
example, whether the author has the right to name the
work or, the exclusive right to edit it or, allow the copying
of the same. Current national and international laws
often recognize and protect copyright content, including

two groups of rights: moral rights (spiritual rights) and

papers and articles and has participated at several national and
international IP- related conferences.

1 Viet Nam's Intellectual Property Law (2005, amended and supplemented
in 2009), Articles 6.1 and 14.3.
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property rights (economic rights)2. Infringement of
copyright is considered a violation of law and may be
subject to remedial sanctions according to the provisions

of the law.

The recognition and protection of copyright, like the
recognition and protection of other IP rights, serves
two purposes3. Copyright protection is primarily
intended to encourage creative activities of creators, in
other words, to encourage creativity in the community.
When the law can offer holders the right to exploit
material benefits from the work and no one else can
exploit it without the consent of the author? then
everyone in society will feel secure in creating.
Consequently, people are motivated to create and
thereby encourage the whole community. On the other
hand, copyright protection aims to facilitate proper
public access to works. The protection itself gives the
author the ability to exclusively exploit material benefits
from the work, which indirectly encourages the author to
put the work in circulation to the public, through which
the public can access the work. The provision of a certain
term of protection for a work also has a two-sided effect.
In addition to guaranteeing creators exclusive control of
their work during the protected period, the public also
has free access to the work after the protection period

ends.

B. THE DIGITAL ENVIRONMENT AND CHALLENGES
TO COPYRIGHT PROTECTION

a) History of Copyright Protection and the

Emergence of the Digital Era

Literary and artistic works have appeared for a long time,
right from the early days of civilization when numerous

masterpieces of poetry, painting, and literature were

2 Intellectual Property Law (2005, amended and supplemented in 2009)
uses the terms 'moral rights' and ‘property rights'. The Berne
Convention (1886) uses the terms 'spiritual rights' and 'economic rights'
respectively.

3 Kaplan LA, ‘Copyright and the Internet’ (2003) 22 Temp. Envtl. L. & Tech.
J. 1; Meyer T, ‘Graduated response in France: The clash of copyright and
the Internet’ (2012) 2 Journal of Information Policy 107-127, 109.
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created. However, it was not until the middle of the
15t century — when printing technology was created and
flourished in Europe — that reproduction of literary works
became easier. At that time, the need for copyright
protection for literary works was first expressed. From
the end of the 19t century to the 20t century, the
application of analogue technology brought tremendous
changes to the printing and entertainment industries.
Many new literary and artistic products were created
such as photographs, cinematographs, sound recordings,
media films and television, satellite images, architectural
works, sculptures, etc. The copyright scope was no longer
limited to works on paper. Analog technology also made
copying literary and artistic works much easier than
before. In response to this situation, many countries
began to expand copyright protection regulations, mainly
on increasing the number of material rights. Copyright
protection was also extended to 50 years after the
author's death. Furthermore, international copyright
treaties, such as the Berne Convention for the Protection
of Literary and Artistic Works (1886), were concluded
among countries to ensure international copyright

protection>.

From the end of the 20" century to the 215t century, a
technology wave developed — the digital technology
wave with the appearance and popularity of personal
computers and the Internet. The digital environment has
been bringing about fundamental alterations in the way
of copying, using, exchanging, circulating and
disseminating literary and artistic works. Despite only
being created in the past few decades, the digital
environment has quickly become essential for living and
working. Every day we use smartphones, connect to the
Internet to consult, search, and read a huge amount of
information on-screen. Moreover, we can use desktop

computers, laptops for working, emailing, watching

4 Jansen M, ‘Protecting copyright on the Internet’ (2004) 12 Juta's Bus. L.
100-103, 100.

5 Jie Hua J, Toward a more balanced approach: rethinking and readjusting
copyright systems in the digital network era (Springer 2014) 3.
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movies, listening to music and entertainment regardless
of the location. Digital environments are constituted by
two principal elements which are the personal computer

and the Internet®.

Appeared and popularized through commercialization in
the 1980s, the personal computer was the beginning of
the formation of the digital environment’. With personal
computers, people had a new interactive environment
with a new interactive interface. Humans wrote
documents, drew designs, composed music, and made
movies with unprecedented efficiency and speed. Along
with the personal computer was a vast system of
software that helped people perform tasks, especially
compositional works, more efficiently. Writers could
compose their work in a shorter time and with less
physical effort, and architects could create their own
designs with little attempt to erase, eliminate or tear up
faulty drawings. Personal computers are becoming more
modern and more professional, with many forms and
variants such as desktop computers, laptops, and tablets
that people can use almost anywhere and, in any
situation, to cater to their diverse needs. The software is
also getting more complex, helping users to perform
increasingly difficult operations with higher quality. An
immense system of software that can meet almost all
human needs,

from work to entertainment, from

communication and information exchange to

disseminating information, ideas, and personal

viewpoints.

The other, more important, and more prominent part of
the digital environment is the Internet. The Internet
consists of a number of different networks that are
interconnected and together link hundreds of millions of

computers worldwide. Another name for the Internet is

6Van Coppenhagen V, ‘Copyright and the WIPO Copyright Treaty, with
specific reference to the rights applicable in a digital environment and the
protection of technological measures’ (2002) 119 S. African L.J. 429, 430-
431.

7 Gall D, Hirst D, in An Overview of the Changing Role of the Systems
Librarian, 2010.

8 <https://www.livescience.com/20727-internet-history.html>.
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the Information Superhighway. The Internet was started
in 1969 by a United States (US) government project,
ARPANET, designed to support communications during a
nuclear disaster in the US8. Since 1980, the ARPANET
network has connected to a number of other networks
and extended the range of users by TCP/IP method®. In
1993-1994, the World Wide Web (WWW) was officially
established together with the organizations operating the

Internet.

In the 1970s, there were only three networks operating
on the Internet, but that number increased to 50,000 in
1996. Today, that number has become uncountable. No
private organization has complete control over the
Internet, and the Internet does not have a single
centralized database. Therefore, no one can control the
data as well as the content of information on the

Internet0,

Normally, the Internet is known as a cyberspace where
people can search for and exchange information, send
letters, watch movies, listen to music, express personal
opinions, and so on. However, the function of the
Internet is far greater than what can be listed. From the
very first years when the Internet became ubiquitous, the
European Union (EU) assessed the Internet as a source to
provide revolutionary services, including all features of
information technology, telecommunications, and
television technology. The Internet can promote basic
features such as!! store huge amounts of data, including
both non-traditional works

traditional and

(eg.
software). Data may also include multimedia products,
that is, a combination of different literary and artistic
forms such as paintings, pictures, music, etc. The range of
services that can be provided from the Internet is

extremely diverse, from remote work, online banking,

9 TCP/IP stands for Transmission Control Protocol/Internet Protocol.
TCP/IP controls communication between all computers on the Internet.
More specifically, TCP/IP specifies how information is encapsulated (also
known as packets), sent and received by computers that are connected to
each other. TCP/IP was developed in 1978 by Bob Kahn and Vint Cerf.

10 Commission, ‘Green paper on Copyright and Related Rights in the
Information Society’ COM (95) 382 final, 19- 20.

1 |bid.
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online shopping, electronic journalism, entertainment,
libraries, distance education programs, online betting,
distance travel, etc. The areas in which the Internet can
be used are very diverse, including most areas in which
people participate in daily life, for example work,
information and training, online shopping, monitoring,
healthcare, and entertainment.

Now, services from the Internet can be delivered
interactively, meaning that each end-to-end service user
can receive different service content. This is different
from the traditional TV service delivery method, which

means fixed service content from the centre and all end-

to-end users receive the same service content.

b) Challenges to Copyright Protection in the Digital

Age or Environment

With such characteristics, the digital environment has
been having a profound impact on the field of copyright
protection. On the positive side, it can be stated that the
digital environment has contributed to the promotion of
literary and artistic works more widely and directly to the
public. With the significant features of the Internet and
computer software, literary and artistic works can also be
adapted in a convenient and creative way, thereby
bringing more benefits to the creators. However, besides
the positive points, the digital environment also poses
many challenges from many dimensions and aspects to

the specific copyright protection issue mentioned below.

National and international laws on copyright protection
are built on a separate set of concepts, for example, work,
author, term of protection, moral rights, property rights,
etc. The presence of the digital environment is unlikely to
change the perception of the nature of these concepts.
The European Commission indicated in the early years of
the new global network that the digital environment
could have significant impacts on the interpretation of

such concepts!2.

121d, pg. 25.
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First, the concept of 'author' can be interpreted more
broadly in the digital environment. In the traditional
approach, creators are often understood as natural
persons, for example, a painter making a painting, a
writer writing a novel, a musician composing a song. If the
‘author’ is a group of people, it is also a collection of
natural persons. In the digital environment, it is possible
that works are created by many people and follow a
chain, a complex process presided over by a legal person.
In the production process of a software, it will be difficult
to determine how far the efforts of individuals are, and
the final product can hardly be created without the
organizational efforts of the legal persons, or multimedia
products, or works created by the efforts and
organization of legal persons. Therefore, legal persons
can also become authors of literary and artistic

compositions.

Second, the concept of 'originality' is often defined quite
easily for traditional literary and artistic works. A novel, a
painting or a song is associated with the author's name,
and it is easy to determine whether the author is really
the person who created the work, or in other words, the
entire work is due to the author's name whether the
author created it or not. However, a multimedia work
may be created on the basis of a composite of works or
parts of other works. In that case, it would be a matter of
clarifying to what extent the assemblage would be
considered original. Thus, the characteristics of a digital

work 'make it difficult' to determine its originality.

Third, the concept of first-time publication is also difficult
to specify in a digital environment. Usually, a work that is
made available to the public in a certain country, even a
location in a certain country will be considered a work
published in that country. However, the digital
environment is borderless and not the usual physical
environment. The boundary between private and public
space in a digital environment is also tough to distinguish.
Therefore, it is hard to use traditional methods to identify

a digital work that is first-time published in the digital
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environment.

With the development of analogue technology, there
were new types of literary and artistic works that needed
copyright protection, for example, recorded songs, radio
and television programs, works of photography,
cinematographic products, etc. Similarly, in the digital
era, a number of fresh and unprecedented works, such as
multimedia products and computer software, have
appeared. These products are clearly intellectual,
inventive, and original; therefore, they must be subjected
to IP protection. However, the classification of these
objects into literary or artistic works to be protected by
copyright, or creative technical products to be protected

by inventions or utility solutions, is complicated.

In the digital environment, all IP rights are more
susceptible to infringement than in the conventional
environment. But copyright is the most vulnerable right.
Therefore, one of the biggest challenges for copyright
protection in the digital age lies in the issue of

infringement.

The history of the establishment and development of
copyright as presented above shows that every time
science and tec