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Agreement on TRIPS,
Articles 3 and 4
Agreement on TRIPS,
Article 3:footnote

Agreement on TRIPS,
Section 8 {Article 40}

Agreement on TRIPS,
Article 27

The main provisions of the Agreement can be divided into the following five
groups:

Q Basic principles and general obligations.
O Minimum standards of protection covering:

The subject matter protected,

The rights conferred,

Permissible exceptions to those rights, and
— The minimum duration of protection.

O Anti-competitive practices in contractual licences.

0 Domestic procedures and remedies for the enforcement of intellectual
property rights.

O Transitional arrangements for the implementation of the rules at the
national level.

Basic principles and general obligations

The Agreement reaffirms the basic principle of national treatment embodied in
the various intellectual property right conventions. In particular, it states that
in regard to the “availability, acquisition, scope, maintenance and enforcement”
of intellectual property rights foreign nationals shall not be accorded treatment
that is less favourable than that accorded by a country to its own nationals. In
addition countries are required to extend MFN treatment to foreign nationals
by not discriminating among them.

Minimum standards, including duration of protection

The Agreement breaks new ground by defining the main elements of
protection, the rights to be conferred and the minimum term of protection for
each of the following IPRs:

O Patents;

O Copyright and related rights;

O Trademarks;

QO Industrial designs;

QO Layout-designs of integrated circuits;

0O Undisclosed information, including trade secrets.

O Geographical indications, including appellation of origin.

The Agreement also has a section on the control of anti-competitive practices in
contractual licences.

Patents

Definition and coverage. Patents provide property rights to inventions.?> The
Agreement provides that for an invention to be registered as a patent:

O It must be new;
O It must involve an inventive step; and
Q It must be capable of industrial application.

The Agreement further stipulates that countries shall grant patents for
inventions in all fields of technology and for both:

Q Products, and
Q Processes, including those used in manufacturing products.

25 An ‘invention’ may be defined as a novel idea which permits in practice the solution of a
specific problem in a field of technology.
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Agreement on TRIPS,
Articles 8-14

These provisions for public disclosure of information balance two objectives of
governments in giving patent rights. By giving exclusive rights, governments
provide inventors an incentive for research and a reward for their inventive work.
The exclusive rights also enable manufacturers to recoup, and profit from, their
investment on research and development. At the same time, by requiring
inventors to make a public disclosure of information on their inventions,
governments seek to ensure that these inventions are used for the benefit of the
community at large and for further technological R & D. While such information
cannot be employed for commercial purposes by others until the expiry of the
patent, it is open to any university, research or business organization to use it for
further research. They may even apply for a secondary patent on the basis of the
earlier patented invention. The Agreement clarifies this by stating that the
legislation of member countries “shall require 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”.

Copyright and related rights

The subject matter of copyright protection includes works in the literary,
scientific and artistic domain, whatever the mode or form of expression. For a
work to enjoy copyright protection, however, it must be an original creation.
The idea in the work does not need to be new but the form, be it literary, artistic
or scientific, in which it is expressed must be the original creation of the author.

Rights comprised in copyright. Owners of copyright in a protected work have a right
to exclude others from using it without their authorization. The rights of
copyright owners are therefore often described as exclusive rights to authorize
others to use the protected work. Authorization from copyright owners is
usually required in the following situations:

O Reproduction rights: copying and reproducing the work;

O Performing rights: performing the work in public (e.g. play or concert);

O Recording rights: making a sound recording of the work (e.g. phonograms or
sound recordings in the technical language of copyright law);

O Motion picture rights: making a motion picture (often called cinema-
tographic work in technical language);

O Broadcasting rights: broadcasting the work by radio or television;
U Translation and adaptation rights: translating and adapting the work.

In addition to these exclusive rights of an economic character, copyright laws
provide original authors moral rights. These rights enable authors, even after
they have transferred their economic rights, to claim authorship of the work
and to object to any distortion or other derogatory action in relation to the
work which would be prejudicial to their reputation or honour.

Related rights. Literary and artistic works are created in order to be disseminated
among the public. This cannot always be done by the authors themselves, for it
often requires intermediaries who use their professional skills to give the works
appropriate forms of presentation to make them accessible to a wide public.

In addition to protecting the rights of authors of works, it is therefore also
necessary to protect the rights of:

Q Performing artists in relation to their performance;
Q Producers of phonograms in relation to their phonograms; and

U Broadcasting organizations in relation to their radio and television
programmes.
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Agreement on TRIPS,
Article 15

Agreement on TRIPS,
Article 16

Agreement on TRIPS,
Article 20

Agreement on TRIPS,
Article 21

Agreement on TRIPS,
Article 19

Purpose served by trademarks. Trademarks serve a twofold purpose. They help
their owners sell and promote their products by stimulating brand loyalty. They
serve consumers by assisting them in making a choice among several
possibilities and by encouraging trademark owners to maintain or improve the
quality of the products sold under their trademarks.

Although in some countries and in some situations the right to the exclusive
exploitation of a trademark may be obtained by its extended use in commerce
and without registration, it is generally necessary for effective protection that a
trademark is registered in a government office (usually the office which grants
patents). Applicants wishing to register a trademark are required to state the
nature of the goods in respect of which a mark is to be registered. The rationale
for this rule is that registrants of trademarks should be able to use the signs in
question only for the goods so stated. However, in practice, the prevention of
the use of trademarks for other goods or services is contingent on the likelihood
of the consumer confusing them with registered marks. This is tested on the
basis of the similarity of the goods or the reputation of the mark.

International rules on the use of trademarks. International rules on trademarks are
contained in the Paris Convention. The Agreement on TRIPS complements
these rules in the following areas:

@ Definition of ‘trademark’.
O Exclusive rights of trademark owners.

Q Prohibition of the imposition of special requirements for the use of
trademarks.

O Licensing and assignment of trademarks.
@ Cancellation of trademarks.

Definition of ‘trademark’. The Agreement provides that signs or combinations of
signs capable of distinguishing the goods or services of one undertaking from
those of other undertakings can be registered as trademarks. These include
names, letters, numbers, figurative elements or combinations of colours. A
country may provide that a mark that has been in use for a period is eligible for
registration.

Exclusive rights. The owners of registered trademarks have exclusive rights to
prevent third parties from using on identical or similar goods signs that are
similar to those in respect of which the trademark is registered where such use
would cause confusion. When an identical trademark is used on goods and
services that are identical, “a likelihood of confusion shall be presumed.”

Special requirements. The Agreement urges countries not to impose on the use of
trademarks special requirements which, for example, would be detrimental to
their capacity “to distinguish the goods or services of one undertaking from
those of other undertakings.” It also obliges countries to discontinue the
practice of permitting the use of foreign trademarks only if these are combined
with another trademark, such as one of a national origin.

Licensing and assignment of trademarks. The Agreement leaves member countries
free to determine the “conditions on the licensing and assignment of
trademarks”. However, it states that the owners should not be compelled to
grant licences for the use of trademarks. Moreover, owners “shall have the right
to assign a trademark with or without the transfer of the business to which the
trademark belongs.”

Cancellation of trademarks. The protection granted to the proprietor of a
registered mark is based on the assumption that he or she will use it in
commerce. The laws of most countries provide for cancellation of the mark if it
is not used over a certain period. The laws of most countries provide for the
cancellation of marks that are not being used as the number of marks being filed
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Agreement on TRIPS,
Articles 25-26

Agreement on TRIPS,
Article 25

Agreement on TRIPS,
Article 25

Agreement on TRIPS,
Articles 22-24
Agreement on TRIPS,
Article 22

for registration every year is rising at spectacular rates. In fact, the proliferation
of marks and their increasing use in commerce has led to a real dearth of
symbols or trademarks available for adoption and use by new applicants.
Human ingenuity in evolving new signs, by combining letters, numbers or
pictures, is after all not without limits.

The TRIPS Agreement lays down certain guidelines which registration
authorities are expected to follow in cancelling trademarks because of non-use.
It provides that a registered trademark can be cancelled “only after an
uninterrupted period of at least three years of non-use”. In taking such
decisions, adequate weight should be given to the circumstances beyond the
control of the foreign trademark owner, such as import restrictions imposed by
governments on the import of products carrying a trademark. Moreover, use,
for example by licensees, should be recognized as use by the owner of the mark.

Industrial designs

Not all countries currently protect industrial designs, which cover the
ornamental features of products including shapes, lines, motifs and colours.
Industrial designs are protected mainly in consumer articles, of which textiles,
leather and leather products, and motor cars are examples.

The TRIPS Agreement imposes an obligation on its member countries to
. 8 ; P 8
protect industrial designs that are:

O New, or
O Original.

The designs thus need to be either novel or original to qualify for protection.?”
The owner of the protected design has exclusive right to its use and can prevent
third parties who have not obtained his or her consent from “making, selling or
importing articles bearing or embodying a design which is a copy, or
substantially a copy, of the protected design”.

The Agreement has a special provision to take into account the short life cycle
and the sheer number of new designs in the textile sector. It provides that “any
cost, examination or publication” must not “unreasonably impair the
opportunity to seek or obtain such protection.”

Geographical indications

Geographical indications aim at informing the consumer that a good has the
quality, reputation or other characteristic “essentially attributable to its
geographical origin”. The Agreement provides that member countries should
adopt “legal means” to prevent “the use of any means in the designation or
presentation that indicates or suggests that the good in question originates in a
geographical area other than the true place of origin in a manner which misleads
the public as to the geographical origin of the good”.

The most common example of how geographical indications can mislead the
public is provided by ‘Champagne’ which is not a trademark but a region in
France. In principle it is not permissible to call wine produced elsewhere (in
Argentina or the United States, for example) ‘Champagne’ even though the
producing country may regard the wine as comparable to French champagne.

27 In the Uruguay Round negotiations, some countries had proposed that property rights for
industrial designs should be granted only if they were “new and original”. The application of
such a cumulative principle was not, however, favoured by a number of countries, which felt
that the application of the principle would make it difficult to obtain protection for industrial
designs.
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Agreement on TRIPS,
Article 61

Agreement on TRIPS,
Article 50

Agreement on TRIPS,
Article 51

Agreement on TRIPS,
Articles 65-66

Q For providing provisional relief; and

O To prevent release by customs authorities of counterfeit, pirated and other
goods that infringe IPRs.

Civil remedies

The Agreement states that national courts shall be able “to order prompt and
effective provisional measures” to preserve evidence in regard to alleged
infringement of intellectual property rights, and to prevent an infringement
from occurring, inter alia, by preventing the entry of imported goods into the
channels of commerce in their jurisdiction. Where infringement of IPRs has
been established, the courts shall have the authority to order the infringer to
pay to the right holder damages to compensate for the injury. In addition, in
order to create an effective deterrent, the courts are authorized to order the
destruction of the infringing goods so that they do not enter commercial
channels.

Criminal proceedings

The Agreement further calls on countries to see that, where there is “wilful
trademark counterfeiting or copyright piracy on a commercial scale”, the
infringer is prosecuted under criminal law and imprisoned or fined to an extent
sufficient to provide a deterrent.

Provisional measures

Since in both civil and criminal proceedings, the judicial procedures may take a
fair amount of time, the Agreement provides that judicial authorities must have
the authority to order prompt and effective provisional measures. Such
measures should be taken:

Q To prevent infringement from occurring, and
QO To prevent infringing goods from entering commercial channels.

Prevention of release of infringing goods by customs authorities

Member countries are further required to adopt procedures under which
holders of intellectual property who have grounds for suspecting that:

— Counterfeit goods infringing on their trademarks, or

— Pirated goods infringing on their copyright

are likely to be imported could request Customs not to release the goods.
Countries have the option to prescribe procedures for the suspension of release
from Customs of products that infringe on patents and other IPRs.

Transitional periods

The national legislation of a number of countries, particularly developing and
least developed countries, do not at present conform to the provisions of the
TRIPS Agreement described above. For instance, in the area of patents, while
the Agreement requires that as a rule patents should be given for inventions in
all fields of technology, some countries exclude from patentability chemicals,
food and food products. The duration for which patents are granted for
inventions relating to fertilizers, insecticides and pharmaceuticals is also much
shorter in some countries than the 20 years provided for by the Agreement.
Furthermore, in regard to pharmaceuticals, some countries grant protection only
to processes and not to products. In the area of copyright, many countries do not
treat computer programmes as eligible for protection. A number of countries do
not provide protection for industrial designs.
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the transition period for the implementation of the Agreement by both
developing and transition economies comes to an end. The emphasis of the
Agreement on enforcement will result in stricter application at the national
level of intellectual property rights both in domestic markets and at the border.

Challenges

For the business person from developing and transition economies, the
Agreement offers both challenges and advantages. The challenges arise from the
three factors discussed below.

Obligations to change IPR systems

First, the Agreement will require significant changes in the IPR regimes of many
developing countries. Modifications will be required in the large number of
countries which provide terms of patent protection that are shorter than the 20
years set out in the Agreement, allow exceptions to the 20-year term or stipulate
another duration. Computer programs must be protected under copyright as
literary works. A large number of developing Members (and two developed
Members) did not have any type of protection for computer software in April
1994 and a few countries provided protection through legal instruments other
than copyright law.

Despite these difficulties, it is expected that a large number of developing
countries will have modified their laws to bring them in conformity with the
provisions of the Agreement by 1 January 2000, when the transition period
provided to them for the implementation of the Agreement comes to an end.

They have, however, up to 1 January 2005 to implement provisions on the
patenting of pharmaceuticals and agricultural chemical products. Most
developing countries have by now established, as required by the Agreement, a
‘mail box’ for receiving applications for patents in these product sectors.

It will be necessary for the business community to prepare itself for these
changes.

Difficulties in using reverse engineering

Second, stronger protection will make it more difficult for industries in
developing countries to use through reverse engineering and other means the
technology developed by foreign companies and for which the latter hold
patent rights. In the past, reverse engineering had been an important source of
technology particularly for SMEs. With the implementation of the Agreement,
companies with registered patent rights can be expected to be more vigilant
about ensuring that their patented technology is not used without payment of
royalty.

Issues relating to ‘traditional knowledge’

Third, recent years have witnessed phenomenal progress in research in
biotechnology and genetic engineering. In some cases, the resulting inventions
are based on the generic resources available only in the tropics, i.e. mainly in
developing countries.

Some environmental groups have complained that although company research
into genetic resources has drawn on the traditional knowledge of indigenous or
local communities, these communities do not benefit from the patents on the
resulting inventions. For centuries, parts of plants (roots, barks, leaves, flowers
and fruits) have been used in developing countries to relieve pain and treat
infections and other complaints. They have also been used as insecticides and
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herbicides. Local knowledge of these varied uses, while it is not recorded in any
book or document, is part of the communal heritage. This knowledge of the
food-giving capacities of plants as well as their life-support qualities is passed on
from mouth to mouth and from one generation to another.

The issue of acknowledging and rewarding the contribution of indigenous and
local communities whose traditional knowledge is used in patented inventions
is being discussed at the international level. The Food and Agriculture
Organization of the United Nations (FAO), for instance, has developed the
concept of farmers’ rights, i.e. “rights arising from the past, present and future
contribution of farmers in conserving, improving and making available plant
genetic resources.” The Convention on Biological Diversity addresses the
question of how countries where genetic resources are located can participate in
biotechnological research activities and share, on mutually agreed terms, in the
fruit of such research.

It is important to note that although the TRIPS Agreement is silent on the
question of the participation of countries and communities in the benefits
arising from research into the genetic resources originating in their territories,
there is nothing in the Agreement that blocks such countries from entering into
contractual arrangements requiring companies to pay them fees for research
and royalties from any resulting patented invention.

The advantages

The challenges which the factors and developments described above pose to the
business community have to be weighed against the favourable impact which
IPR rules could have on:

O The encouragement of creativity and innovation;

QO The transfer of technology on commercial terms to business enterprises in
developing countries;

Q The protection of consumers by controlling the trade in counterfeit goods;
and

Q Both the export and the import trade.

These aspects are taken up in greater detail in the paragraphs that follow.

Encouraging creative and innovative work

More effective protection of IPRs such as copyright, patents and industrial
designs will, by rewarding intellectual work, encourage innovative and creative
work in developing countries. As has been noted, the rules on patents, for
instance, seek to maintain a balance between the need to protect the rights of
patent holders and the need of industries and society as a whole to benefit from
new and improved knowledge. The Agreement calls on its member countries to
enforce strictly the provisions requiring patent applicants to disclose the
technical information that will enable technically qualified persons to
reconstruct the inventions. Access to such information will make it possible for
the industrial sector, particularly in the more advanced and other countries
with a sufficient number of technically qualified persons, to utilize it for further
research and to develop processes or products that differ from those patented.
This stimulation of the inventive process will certainly benefit the country as a
whole.28

28  The Outcome of the Uruguay Round: An Initial Assessment (United Nations publication, Sales No.
E.94.11.D.28), pp. 196 - 203.
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Transfer of technology on commercial terms

Increased protection of IPRs will greatly facilitate attempts by companies in
developing countries to enter into joint ventures and other collaboration
arrangements for the transfer of technology on commercial terms. There is
increasing evidence to show that IPR protection in host countries is an
important factor in decisions of companies in developed countries to invest in
developing countries. It certainly plays a major role in investment decisions in
the chemical and pharmaceutical industries. Recent studies indicate that it is
also a significant variable in other industries,?? particularly those manufacturing
products that are imitation prone (e.g. electronic and computer products).

Increased protection to IPRs will encourage foreign partners in joint ventures to
undertake greater research and development work in the host developing
country. At present most research work is undertaken in their own countries.
Such a development will enable local partners to influence to a greater extent
both the content and the priorities of research work.

On balance, therefore, it can be argued that, over the medium and long term, IP
protection as envisaged in the Agreement will have positive effects on the
growth of the inventive process in developing countries. In the short term,
however, as some studies show, improved protection may force industries in
certain sectors such as pharmaceuticals and chemicals to pay higher prices for
acquiring patented technology.3¢

Impact on the trade in counterfeit goods

The emphasis of the Agreement on the enforcement of its provisions is also
expected to help bring under control production of, and trade in, counterfeit
and pirated goods. In the coming years the WTO consultation and dispute
settlement mechanism will put increasing pressure to bear on countries with a
significant output of such goods to improve the enforcement of their trademark
and copyright laws. It is also in the long-term interest of domestic industries
and consumers to see that these laws are enforced.

The occurrence of counterfeiting is frequently due to the fact that small
enterprises are not fully aware of the legal implications of using trademarks
without authorization from their owners. There is some evidence to show that
pirates and counterfeiters are often able to switch to legitimate activities once
the legal environment changes.3!

Counterfeiting also adversely affects the export interests of small domestic
producers who produce under licence for manufacturers in outside countries. In
recent years, a number of manufacturers marketing products under their brand
names have had either the product itself or parts of it produced by SMEs in
developing countries to take advantage of lower production costs. These
manufacturers are more willing, as the case cited in box 53 indicates, to enter
into such arrangements with countries where IPRs are effectively protected.

Relevance to the export and import trade

Business enterprises will have to bear in mind the provisions of the TRIPS
Agreement in planning their sales strategies for foreign markets. In particular, it
will be necessary for them to examine whether the processes they use in
manufacturing the product or any of its inputs are subject to a patent or other

29  Carlos Braga, “Trade-Related Aspects of Inteliectual Property Rights: The Uruguay Round
Agreement and Its Economic Implications” (World Bank conference paper, 26-27 January
1995).

30 The Outcome of the Uruguay Round..., pp. 196 - 203.

31 Ibid, p. 48.
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