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Intellectual Property as a Trade Issue

The Making of the Agreement on Trade-Related Aspects of
 Intellectual Property Rights

Gail E. Evans®

[. INTRODUCTION

On 15 April 1994, in the ancient trading city of Marrakesh, trade ministers from
more than one hundred Member countries of the Garr signed the Final Act
Embodying the Results of the Uruguay Round of Multilateral Trade Negotiations
contaiming twenty-eight Agreements’ and some twenty-six thousand pages of
national tarift and services schedules. The breadth of the Uruguay Round Agreement
18 reflected in the text of the accompanying Marrakesh Declaration in which the
ministers affirmed the adoption of a stronger and clearer legal framework for the
conduct of international trade, including a more effective dispute settlement system, a
40 percent global reduction in tariffs and the establishment of a multilateral
framework of disciplines for trade in agriculture, textiles, services, and for the
protection of trade-related intellectual property rights. In terms of its significance, the
Director-General of Gatr” characterized the Final Act as “a major renewal of the
world trading system”, as one of “the greatest trade agreements in history, whose
benefits span éntire continents and 1 wide range of trade sectors alike”. Trade
mimsters similarly declared the Final Act an “historic achievement [which would]
..Stengthcn the world economy, [and]lead to more trade, investment, employmentand
ircome growth throughout rthe world. ”* While the culmination of a marathon, seven-
year Round of negotiations was a Just occasion for rhetoric, to what extent can the
extravagance of these claims be justified? B

In the first place, it is possible to speak of “a major renewal of the world trading
system” 1n terms of the scope and content of the Round. For the first time, intellectual
property, together with agriculture, textiles and services, has been brought under the
t)mdc dlSC}'PEF@S of_ the Garr. Further, a revised Understanding on Rules and
ir(?cedurcs Governing the Settlement of Disputes will strengthen the means to
enforce the Agreements.’ Moreover, considering the extent of Garr membership

. " Associare Lectarer, Facnl
.‘mu{%x \X_A!?cs. Australia,

i (ir‘%'i(f“f‘f(,‘:x'I{ffS of the Uruguay Round: The Legal Texes, Gary Publicatons, Geneva, 1994,
4 Coneral Ay pened for signature 30 October 1947, 61 Stat A3, TIAS No. 1700, 55 UNTS. 1987, reprinted in

el -\;, ] (\%Ex_n}nrnt on rhmfs ai__]d Trade, Basic Instruments and Selected Documents, 1969,
. See Gary 1_‘01115, Ne 104, Decemnber 1993, at 2; also Garr Focus, No. 107, May 1994, ac 2.
. Id.. N,”‘ 107, May 1994, 4t 1. J
fd., N(:‘_E{H-, December 1993, a¢ 14

ty of Law, University of Sydney, Australia; Barrister, Supreme Court of New
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which currently comprises over one hundred nations, the benefits of the Round may,
in time, “span entire continents”.® Secondly, the claim that the benefits of the
Uruguay Round Agreement will ultimately “lead to more trade, mvestment,
employment and income growth throughout the world” is supported by the
estimated gains for the world economy. The provisional analysis by GATT economists
of the Uruguay Round results on market access for goods predict world income gains
of US$ 235 billion annually, and trade gains of US$ 755 billion annually by 2002.7
While the tariff bindings alone have, in the past, proved successful in promoting
further trade, in the final analysis whether that trend not only continues but is accented
as the recent strengthening of trade rules takes effect, is a question which, of course,
remains to be seen.

Thirdly, in terms of institutional change, a “major renewal of the world trading -
system” is imminent, given that the Final Act contains the Agreement Establishing
the World Trade Organization (WTO) which is due to enter into force on 1 January
1995.% Unlike the GaTT, the WTO will have legal personality. Since the International
Trade Organization (ITO) failed to come into being, the position of the GATT as an
institution purporting to have responsibility for the conduct of world trade is
ambiguous. In terms of legal status, the GATT is no more than a provisional agreement
administered by an interim committee. However, the establishment of the WTO will
complete the institutional structure of Bretton Woods by giving the GaTr a legal
status comparable to that of the International Monetary Fund or the World Bank.’

The Agreement establishing the WTO will establish a single framework embracing
not only the GATT as amended, but also all the Agreements negotiated during the
Uruguay Round. The Organization will be headed by a Ministerial Conference,
which will meet every two years. A General Council will be established to oversee the
implementation and operation of the Agreements. The General Council will itself act
as a Dispute Settlement Body and a Trade Policy Review Mechanism. The General
Council will establish subsidiary bodies to administer the Agreements including the
Council for Services, the Council for Goods and the Trade-Related Aspects of

® Signatories to the Final Act of the Uruguay Round, 15 April 1994, comnprise one hundred and eight nations.
As of June 1994, there were one hundred and twenty-three contracting parties to the Garr, with thirteen countries
. applying the GATT de facto and twenty-one countries, including China and the Russian Federation, having
requested accession; GATT Pocus No. 107, May 1994, at 6 and 16 respectively. .

7 These figures are forecast to increase substantially when gains from expanded trade in services and
strengthened trade rules are taken into account. In addition, GarT analysis predicts a major incresse in market
access through higher levels of tariff bindings (on industrial products, from 78 to 99 percent in developed countries
and from 22 to 72 percent in developing countries); and a 38 percent overall reduction in developed countries’
tariffs on industrial products, from 6.3 to 3.9 percent: Garr Focus, No. 107, May 1994, at 6.

¥ The precise date will be fixed by a Ministerial Conference when most countries are in a position to give a
commitment with respect to their date of ratification. Ratification of the Final Act is complex since it not only
mvolves ministers ganing the formal approval of their governments but also the implementation of the
obli%ations within domestic law, .

The Bretton Weods Conference of 1944 envisaged three major institutions which would be responsible for
the co-operative planning of the world economy: the International Monetary Fund, the International Bank for
Reconstruction and Development (the World Bank) and the International Trade Organization {ITO). But when
the U.S. Senate failed to ratify the Havana Charter establishing the ITQ, all that survived was the GarT: P. Kenen,
The International Economy, 2nd edition, Preatice-Hali, Englewood Cliffs, 1989, at 219 and 444; K. W, Ryan,
International Trade Law, Law Book Company, Sydney, 1975, 1-3.
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Intellectual Property Rights (Trirs) Council. In addition to its comprehensive
structure, the potential of the WT'O to influence the renewal and development of
international law lies in the fact that membership in the Organization entails accepting
the complete Uruguay Round Agreement without exception."

Among the Agreements forming part of the Final Act of the Uruguay Round, the
Agreement on TRiPs represents a significant development in the evolution of
international intellectual property protection. In the first place, the Agreement marks
a unique amalgamation of the basic non-discriminatory disciplines of international
trade law with the substantive provisions of the major international agreements for
the protection of intellectual property. Secondly, the Agreement on Trips provides a
comprehensive protection for all areas of intellectual property, whereas it was
previously protected under separate international agreements for industrial property
and copyright works. Thirdly, the Trips Agreement provides international standards
for the creation and enforcement of intellectual property rights among Member
States, whereas the Paris and Berne Conventions made no attempt to prescribe
minimum standards of protection. In contrast, the Agreement on Trips requires

Members to implement the prescribed standards and procedures for the enforcement
of intellectual property rights in their domestic legislation.

A. A MODEL FOR REGIONAL AND DOMESTIC LAW

The Agreement on Trips symbolizes the commitment by more than one hundred
Member nations of the GATT to the negotiating objective of finding a comprehensive,
multilateral solution to trade-based problems in intellectual property protection. Such
a commitment by so large a number of pations meant that, even prior to its
conclusion, the standards embodied in the Agreement had increasingly begun to serve
as a model for the protection of intellectual property, at both the regional and
domestic level. Seven years of negotiations by the representatives of Member nations
and the exposure of the Draft Agreement for world-wide comment during the final
two years of the Round raised the level of awareness throughout the world regarding
the need to protect intellectual property as a legitimate aspeet of world trade. The
process of negotiating the Agreement compelled developed and developing countries
to come to a consensus on the seemingly opposing needs of exporting countries for
increased intellectual property protection, and those of importing countries, for
improved access to technology.

During the first three years of the Round, India and Brazil, faced with the demand
for minimum standards of protection for intellectual property world-wide by the
United States, the EC and Japan, continually questioned the legitimacy of intellectual

© The amended GATT of 1994 is legally distinct from the GATT of 1947. Thus the WTO will not succeed the
General Agreement of 1947‘ in the tegal sense attribuied to the term by the Vienna Conference {Article 30, Vienna
Convention on the Law of Treaties). Although, as a matcer of principle, countries which have accepied the WTO
Agreements, withoutat the samne tme withdrawing from the GATT, would apply the two sets of legal riles, several
countries, in particular the United States and the European Community, have stated that they no longer intend to
apply the Garr 1947, and other countries are expected to follow suit: Garr Focus, No. 107, May 1994, at 12,
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property as a right. However, over the extended duration of the Round, the new
decade of the 1990s saw a change in attitude as a result of atternpts by the governments
of developing countries to modernize and liberalize their economies. They began to
see stronger protection for intellectual property as a means of improving their
international competitiveness by attracting capital and increasing transfers of
technology.” The provisions of the Agreement on Trips represent the most workable
extant positions reached between North and South in the area of trade-related aspects
of intellectual property rights. Consequently, the standards embodied in the
Agreement are increasingly accepted as the norm. Thus, the North American Free
Trade Agreement (NAFTA) contains many of the provisions of the Agreement on
Trips."” Similarly, recent proposals to amend Australian copyright, trade marks and
designs legislation have all been made in the light of the standards prescribed in the
Agreement on Trips. ™

The fact that a major trade agreement such as Narra contains such provisions
serves to underscore the fact that intellectual property has indeed become a critical
trade issue during the last two decades of the twentieth century. During that time, the
leading industrialized countries saw their national incomes eroded by the ability of

counterfeiters and pirates overseas to produce low-cost copies of goods bearing a
valuable intellectual property component. It was the recognition of intellectual
property as an important source of national revenue and the need to regain
international economic competitiveness which provided the impetus for bringing
mtellectual property under the auspices of the Garr. The inadequate protection of
intellectual property in many countries™ was found to have a negative impact on
international trade 1n three key situations.

First and most significantly, the failure of some countries either to enact intellectual

© property laws, or where laws are enacted to enforce those laws, tends to encourage the

piracy of intellectual property giving rise in the extreme to an entire economy
dedicated to the piracy and counterfeiting of computer software, sound recordings,
films, videos and products bearing well-known trade marks. Inasmuch as the pirating
of intellectual property operates as a deterrant to investment and trade in legitimate
products, it constitutes an invisible or non-tariff barrier to potential imports.
Secondly, a country may discriminate by not affording intellectual property

" The trend towards increasing protection in developing countries can be seen in the number of recent
changes in intellectual property legislation in Latin American countries alone. In the entire decade of the 1980s, six
countries changed their intelfectual property laws, compared with nine countries that had cither made changes or
had legisiation pending to December 1991: 5 WIPR (World Intellectual Property Report), 1991, at 333

2 Narta, 32 ILM, 1993, Chapter 17, Intellectual Property, at 670,

¥ Working Party to Review the Trade-Marks Legislation, Recommended Changes fo the Australian Trade-Marks
Legislation, AGPS, Canberra, July 1992; The Bconomics of Patents, Bureau of Industry Economics, Occasional Paper
18, AGPS, Canberra, 1994; Designs, issues Paper 11, Australian Law Reform Commission, Canberra, April 1993,
The Agreement on Trips also represents a model for change to natienal intellectual property law in other countries.
In Japan, for example, the government has established a committee to study intellectual property rights: BNA
{Bureau of National Affairs) Daily Report for Executives, Washington, 29 July 1992,

" In June 1987, eighteen industrialized countries supplied information to the negotiating group on Trips on
their trade problems caused by the inadequate protection provided by foreign countries to their intellectial
property nghts: GATT Press Release No. 005, 3 July 1987,
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protection to materials produced in foreign countries or by doing so on a restricted
basis. Thirdly, intellectual property protection itself may be used to establish barriers
to the importation of legitimate products. In this respect, the prohibitions on parallel
importation, although widespread in intellectual property laws throughout the
world, nevertheless have an impact upon the free movement of goods. The three
situations outlined above—the inadequacy of foreign domestic intellectual property
laws, discrimination against foreign intellectual property and the use of intellectual
property law as a trade barrier—are indicative of the increasingly important
interrelationship between international trade law and intellectual property law, and as
such they provide both the rationale and point of departure for this article.

B. ADVANTAGES OF THE AGREEMENT

The Trips Agreement has been drafted to address these concerns and in doing so
it considerably increases the level of protection required of Member countries. Trips
will therefore provide at least three distinct advantages to right-helders and
intellectual property practitioners in Member countries. First, in the event of a
violation of the Agreement, right-holders will be able to petition their government to
initiate’ GATT enforcement procedures, potentially giving rise to the imposition of
trade sanctions against a Member nation found to be in violation of its obligations
under the Agreement. Secondly, adherence to the provisions of the Agreement will
result in a level of protection for intellectual property world-wide that is substantially
consistent with the law and practice in most developed countries. Finally, adoption of
intellectual property as a subject-matter of the Garr/WTO will legitimize it as
personal property, not only thereby opening a broader range of civil actions but also
influencing nations which are not yet members of GaTt to adopt comparable
standards of intellectual property protection. }

II. BACKGROUND TO THE MAKING OF THE AGREEMENT ON TRIPS

A. THE PHENOMENON OF COUNTERFEITING

During the last twenty-five years, the counterfeiting of patented and trade-
marked goods' and the piracy of copyright works' has brought into sharp relief the
relationship between the protection of intellectual property and international trade.

¥ Counterfeit trade-mark goods are defined in the Agreement on TrIps as: “any goods, including packaging,
bearing without authorization a trade mark which is identical to the trade mark validly registered in respect of such
goods, or which cannot be distinguished in its essential aspects from such a trade mark, and which thereby
infringes the rights of the owner of the trade mark in question under the law of the country of
Impqrtation“: Article 51.

" Pirated copyright goods are defined in the Agreement on Trips as: “any goeds which are copies made
without the consent of the right-holder or person duly authoerized 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 would have constituted an
infringement of a copyright or a related right under the law of the country of importation”: Article 51. Note, for
the szke of econemy, in this article the term “counterfeiting” may be used at times when piracy of copyright goods
1s aJse to be understood as included.
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Counterfeiting and piracy is the concomitant of business success. As the international
reputation of a particular product or brand name grows, it generates opportunities for
unauthorized copies to supply the demand. During the mid-1970s, unauthorized
copying was largely confined to consumer goods bearing well-known trade marks"’
and traditional copyright goods such as books, films, videos and sound recordings of -
musical works. In addition, since the mid-1980s computer software, semiconductor
chips, agrichemicals and pharmaceuticals have been subject to piracy and
counterfeiting. ' Unauthorized copying is facilitated by the sophistication of the new
technologies in copying and communications which have not only made 1t more
profitable but, in shortening the lag time between innovation and copy, have inspired
new infringements. During the last decade, trade in counterfeit and pirated goods has
not only increased but has become more difficult to identify as counterfeiters move
into the component market as well.”

B. 1.0Sss OF COMPARATIVE ADVANTAGE

In support of increased protection, the major exporters of goods bearing an
intellectual property component cohtend that counterfeiting and piracy produce
distortions to international trade by eroding national revenue and by discouraging
expansion into new overseas markets. This view accords with the classic economic
theory of comparative advantage which holds that as the nations of the world reach
higher levels of industrial development, the comparative advantage of the older
industrialized nations in traditional sectors of manufacturing declines, so that they
must shift their resources into areas of high technology such as computers,
telecommunications and pharmaceuticals. The shiftin comparative advantage may be
seen in the relative percentage of U.S. exports with a high intellectual property
content which, since 1947, has more than doubled from 9.9 percent in 1947 to
27.4 percent in 1986, amounting to more than 25 percent of all its exports.20 While the
export of high technology is capable of greater comparative advantage, being
creativity-, research- and knowledge-intensive, it is also dependent upon the effective
protection of intellectual property.

However, in many of the newly industrializing countries of Africa, Eastern
Europe, the Middle East, Latin America and Asia, the inadequate protection of
intellectual property has permitted counterfeiting and piracy to flourish. Even where

7 The counterfeiting of luxury goods bearing well-known trade marks has increased to the extent that it is
causing considerable losses to French and American companies such as Ralph Lauren, Elizabeth Arden and Calvin
Klein. In July 1993, Christian Blanckaert, President of the Gomité Colberz, the French luxury products’ trade
association, expressed the concern of the association about the scale of the problem in China: 7 WIPR, 1993, at 228.

15 See K. Stanberry, Forging a New International Frontier in Intellectual Property Righes, 13'W. Comp. 3, March
1990, at 105-106. ' .

¥ Traditionally, counterfeit goods were luxury goods imporsed into the EC as a completed product but, in
recent times, components have been imported and then assembled within the Community. By way of response,
the EC has extended the right of avthorities to seize suspect counterfeit parts to goods and logos.

» R M. Gadbaw and T.]. Richards (eds.}, Intellectual Property Rights Global Consensus, Global Conflict?
Westview Press, Boulder and London, 1988, at 4, Chart 1.1.
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standards and remedies against piracy do, in fact, exist, an absence of accompanying
procedures and administrative structures make enforcement practically impossible.
During the decade of the 1980s, the counterfeiting issue polarized opinion in the
leading developed and developing countries. In industrialized countries, the law gives
private property rights in the ownership of copyright, patents, trade marks and
industrial designs, which although granted on closely defined terms, have the effect of
creating some degree of exclusivity. While the developed countries see these
protective laws as necessary to encourage and reward creativity and industry, to the
developing countries as importers of intellectual property they may appear as no more
than a legal pretext for foreign industry “to cream off scarce resources in royalty
payments”.”’ Consequently, the policies of many developing countries reflected a
development strategy based on making technology available to the domestic industry
at the lowest possible short-term price. Therefore, in contrast to the protective model
of the industrialized countries, the policies of many developing countries explicitly or
implicitly permitted relatively free appropriation by producers.”

While the need for the developing countries to acquire technology from the
advanced nations is imperative, to do so without maintaining international standards
for the protection of intellectual property is neither in the short-term nor the long-
term interest of their future economic development. Where sub-standard counterfeit
products such as pharmaceuticals, agricultural chemicals and machine spare parts are
marketed cheaply, it is often at the expense of consumer safety standards or other
sectors of industry. For example, local pharmaceutical industries profit from the use
of expired patents to the detriment of national prosperity where infant industries in
areas such as computer software, entertainment and publishing would benefit from
the protection of intellectual property.™ Moreover, the existence and enforcement of
patent, copyright and trade~-mark laws would provide the security necessary to attract
foreign investment and technology transfer.” In order to reconcile the protection of
intellectual property with the goals of economic development, developed countries
must provide, on request and on mutually agreed terms and conditions, financial and
technical co-operation in favour of developing countries.”

2 W.R. Cornish, Intellectual Property: Patents, Copyright, Trade Marks and Allied Rights, Sweet & Maxwell,
London, 1989, at 14.

2 See ]. Nogués, Patents and Pharmaceutical Drugs: Understanding the Pressures on Developing Countries,
24].W.T. 6, December 1990, 81.

® R. Rapp and R. Rozek conclude their review in favour of the benefits of intellectual property protection in
Benefits and Costs of Intellectual Property Protection in Developing Countries, 24 . W.'T. 5, October 1990, 75.

* C.A. Primo Braga argues that the political economy of intellectual property rights protection helps to
explain the resistance of many developing countries to reforms even when a strong case, based on economic
self-interest, can be developed: The Economics of Intellectual Property Rights and the Garr: A View From the South.
22 Vanderbilt journal of Transnational Law, 1989, 244

% Accordingly, Article 66 requires developed country Members to “provide incentives to enterprises and
mstitutions in their tertitories for the purpose of promoting and encouraging technology transfer to least-
developed country Members in order to enable them to create a sound and viable technological base.” Further, in
order to facilitate the implementation of the Agreement on Tries, Article 67 requires developed country Members
to assist “in the preparation of laws and regulations on the protection and enforcement of intellectual property
tights as well as on the prevention of their abuse, and {to] include support regarding the establishment or
reinforcement of domestic offices and agencies eelevans to these matters, including the training of personnel.”
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C. LoOss OF REVENUE

While consumers enjoyed the ease with which they could acquire fake “Rolex” .
watches or “Gueci” accessories, and cheaper computer software, the erosion in the
national revenues of the major industrialized countries had become a matter of serious
concern. The decline in national revenue was particularly pronounced in the United
States, which during the 1980s became a debtor nation for the first time since the
period of international economic reconstruction following the end of World War II.
The impact of counterfeiting on the balance of trade is reflected in the estimate of the
US. International Trade Commission (I'TC) which, in 1986, projected world-wide
losses to all U.S. industry, ranging from US$ 43 billion to US$ 61 billion, a figure said
to represent 15 percent of the nation’s trade deficit.® Counterfeiting not only deprives
national industries of revenue, it also reduces employment opportunities. In 1982 for
example, the ITC estimated that one hundred and thirty-one thousand jobs were lost
annually through the sale of counterfeit goods.”
 Counterfeiting erodes comparative advantage not only through the loss of
" national revenue and overseas markets, but also through the loss of expected returns
on investment in the research and development (R&D) of new products. The effective
legal protection of intellectual property during the ultimate phase of its commercial
exploitation ensures a return to those who invest in R&D. The need to combat
counterfeiting and piracy becomes all the more urgent in light of the fact that the level
of R&D necessary to devélop new products has increased, particularly in certain high-
technology industries.” Yet it is precisely in this area that the risk of piracy is high,
since the higher the ratio of R&D to the cost of manufacturing, the greater will be the
incentive to shortcut the process through unauthorized copying in order to profiteer
from lower production costs and lower prices.” As aresult, there is a real danger that
piracy and counterfeiting may threaten future investment in Innovation.

% (]S [nternational Trade Commission, Foreign Protection of Intellectual Property Rights and the Effects of U.S.
Industry and Trade, USITC Publication 2065, February 1988. The ITC compiled its data from a questionnaire for
the year 1986 answered by four hundred and thirty-one U 5. companies. In 1986, the ITC estimated aggregate
world-wide losses to 1. S. companies responding to its questionnaire at US$ 23 billion. Based on this data, the ITC
estimated the projected world-wide losses of all U.S. companies to counterfeiting. In 1994, with respectto U.S.
copyright industries alone, the International [ntellectual Propesty Alliance (HPA) estimates world-wide losses at
US$ 15-17 billion in relation to the counterfeiting of motion pictures, recotds and music, computer programs and
books: IIPA, 26 July 1994, Although no survey of losses by European companies has been made, losses of 2
comparable magnitude could be expected.

7 President’s Commission on Industrial Competitiveness, Global Competition: The New Reality, 1985, 21. 1n
1992, the Commmittee on External Economic Relations of the European Parliament suggested a figure of one
hundred thousand job losses in EC firms as a direct result of counterfeiting.

% The U.S. Semiconductor Industry Association estimates that the ratio of research and development (R&I
to sales has increased from 7.4 percent in 1980 to nearly 14 percent in 1986: The Urnguay Round File: Trade in
Countesfeit Goods and Qther Trade-Related Aspects of Inteliectual Property Rights (Pts. 1 and 2) GaTT Focus, No. 48,
July/August 1987, at 3-4; GatT Focus No. 49, September/Cctober, 1987, Part I

* Rovyalties received by U.S. industries from the eensing of inteliectual property exceed US$ 8 billion per
year which is more than six times the amount paid te foreign firms: U.S. Department of Commerce, 3 Survey of
Current Business, March 1988, 54-59, Table 10.
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D). INADEQUATE PROTECTION FOR INTELLECTUAL PROPERTY

1. Private International Law

The ability of right-holders to protect their intellectual property against
infringement overseas under private international law is severely restricted given that
the rules permit a person to take action in one jurisdiction to vindicate a ight obtained
in another jurisdiction only to a very limited extent. Anglo-Australian law for
example, holds that rights arising under foreign statutory regimes are not actionable
outside the jurisdiction, since they have no extraterritorial effect.” In Steinhardt & Son
Ltd. v. Meth,”" an Australian patentee attempted to bring an action in Australia in
respect of a threat of proceedings for infringement alleged to have been committed in
England. Affirming the traditionally territorial character of intellectual property, the
High Court held that a patent for an invention gives a monopoly only within the
territory of the country which grants it. Consequently, the Australian mtellectual
property statutes relate exclusively to the domestic jurisdiction and the infringements
which it makes unlawful are infringements of Australian intellectual property only.
Of course, an Australian court may entertain an action in respect of a foreign tort or a
wrong committed outside the territorial jurisdiction but such an action can be
maintained only if the double actionability rule in Phillips v. Eyre” is satisfied.
However, in the case of intellectual property, since the grant of a patent, trade mark or
copyright has no force or effect outside the territory of the country which grants it it
an Australian right-holder sues in Australia for an infringement alleged to have been
committed in England, the act complained of cannot be actionable in England. On a
practical level, the exclusion of jurisdiction is further justified on the basis that any
judgment that might be given by an Australian court would be ineffective unless it
were treated as binding in the foreign place.™

Not unexpectedly, this position has been subject to critical comment. According
to Sykes and Pryles, the rule that double liability is required under the lex fori 1s
parochial and can lead to injustice and forum shopping.™ It has been suggested that the
response of the court should be pragmatic on the basis that the proper enquiry is
whether there are policy grounds indicating the desirability of restraint by the forum.
Such an approach would provide an opportunity to construct independent choice-of-
law rules appropriate to the needs of intellectual property holders.” Consequently,
where copyright, design, patent and trade marks are concerned, any protection

W Sipiphardt & Son Lid. v. Meth {1960-61) 105 CLR 440, followed Potter v, Broken Hill Pty Co. Lid. (1906) 3
CLR 479. Similarly, see Tyburn Productions v. Conan Doyle [1991]Ch D 75. See also G.C. Cheshire and P.M. North,
Private International Law, 12th edigion, P. M. North and {. J. Fawcett (eds.), Butterworths, London, 1992, at 254,

3 Thid., at 442444, in which the action was brought under Section 121 of the Patents Act, 1952-35.

* (1870y LR 6 QB 1.
Tyhurn Productions v. Conan Doyle, ibid., at 89,
E. Sykes and M. Pryles, Australian Private International Law, 3rd edition, Law Book Co., 1991, at 555,

* The British Yearbook of International Law (BYIL), 1990, 400 at 402, See also Cheshire and North, op. dt.,
supra, footnote 30, at 264,

[
o

34
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beyond the original jurisdiction must stem from the implementation of international
agreements explicitly designed to confer such a benefit.

2. Public Intemational Law

Since the latter part of the nineteenth century, the major areas of intellectual
property have been protected under separate international agreements. Copyright
works are protected under the Berne Convention for the Protection of Literary and
Artistic Works of 1886,% while trade marks, patents and industrial designs are
protected under the Paris Convention for the Protection of Industrial Property of
1883.7 The cornerstone of both the Paris and Berne Conventions is the principle of
national treatment®™ which requires that each Member country grant the same
protection to the nationals of other Member Countries as its own nationals enjoy.
National treatment is therefore intended to ensure not only that the intellectual
property rights of Members will be protected within a2 competing foreign
jurisdiction, but also that they will not be discriminated against in comparison with
nationals. '

Under both Conventions, national treatment is emhanced by providing the
nationals of Member countries an express right to protection throughout the Union
constituted under these treaties. Thus, under the Berne Convention, copyright
protection in countries of the Union other than the country of origin is automatic.”
Similarly, the Paris Convention provides a system of Convention priority according
to which Member States are to give priority status to applications for patent or trade-
mark protection where a corresponding application has been made in a Convention
country within the preceding six months.” The rights to automatic and priority
protection are complemented by the principle of independence of protection which
means that the enjoyment and exercise of the rights granted under the Conventions is
independent of the existence of protection in the country of origin.*

In addition, both Conventions contain a limited number of substantive law

% The Berne Convention for the Protection of Literary and Artistic Works, s revised in Paris 1971, Australia
became an independent party to the Convention in 1928. The countries to which the Convention applies constitute
a Union for the protection of the rights of authors in their literary and artistic works: Article 1.

¥ The Paris Convention for the Protection of industrial Property, as revised at Stockholm in 1967. Australia
became an independently contracting country from 10 October 1925. Article 1 provides that signatories to the
Convention constitute a Union for the protection of industrial property.

% Ag the national treatment obligation is expressed in Article 2(1) of the Paris Convention, Members of the
Union “shall have the same protection as [nationals] and the same legal remedy against any infringement of their
rights.” Article 5(1) of the Berne Convention similarly provides that “authors shall enjoy, in respect of works for
which they are protected under this Convention, in countries of the Union other than the country of origin, the
rights which their respective laws do now or may hereafter grant to their nationals, as well as the rights speaially
granted by this Convention.”

*® Article 5(2). See Copyright {International Protection) Regulations (Regulations 3 and 4).

“ Article 4 gives priority status to applicasions for registration by persons in Convention countries. Thus,
where a person applies for registration of a mark in a Convention country and that person makes application for
registration in Australia within six months of the date of application, the mark will, if registered, be deemned to be
registered as of the date of application in the Convention country, This obligation is fmplemented in
Sections 108-110 of the Trade Marks Act, 1955 (Cth).

0 Article 5(2), Berne Convention; and Article 4 bis {1) of the Paris Convention in respect of patents.
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provisions which Union countries are required to implement in their domestic
legislation. Thus the Berne Convention defines the scope of literary and artistic works
protected, the persons protected, their duration of protection, and the exclusive rights
protected under the Convention in relation to those works.® The Paris Convention
requires even less of Member countries in relation to substantive provisions. As far as
patents are concerned, there are no requirements imposed in relation to the eligibility
of a product or process, such as novelty or lack of obviousness, or in relation to the
duration of protection or in relation to the scope of rights granted by a patent.®
Similarly, with respect to trade marks, substantive requirements are limited to the
scope of the subject protected and certain conditions attaching to registration.” Of
particular relevance to counterfeiting are the requirements in both Conventions that
Members provide for the seizure of infringing copies or goods unlawfully bearing a
trade mark on importation into those Union countries where such material is entitled
to protection and that Members undertake to provide the nationals of Union countries
with appropriate legal remedies.® _

On the one hand, the Paris and Berne Conventions have been singularly
successful in so far as their substantive provisions have become international norms.
This international acceptance is reflected in the fact that Articles 1 to 12 and 19 of the
Paris Convention, and Articles 1 to 21 of the Berne Convention are expressly saved
and reinforced in the Agreement on Trips as binding on Member countries.* On the
other hand, in view of the recent dramatic increase in counterfeiting, the substantive
provisions of the Conventions have proven inadequate. The obligation to accord
national treatment under the Conventions is merely formal in nature. Therefore,
where the level of protection is low or non-existent, the foreign right-holder will
derive little benefit from the Convention. If, for example Australia has a longer term
of trade~mark protection than many of its trading partners, there is no international
obligation on the country of import to provide the Australian exporter with the
longer term of protection; conversely, neither has Australia the right to limit the term
of protection, for imports deriving from those countries, to the lesser term.

The mere formality of national treatment s further underlined by the fact thatthe |
Paris Convention requires little of Member countries in relation to the substantive
matters which they are to incorporate into their domestic law. Apart from the basic
right of priority, the extent of protection in each Convention country will vary
according to the strength of the intellectual property laws in that country.”” As the

® The Berne Convention confers on the authors of works ten major rights, including the right of
reproduction {Article 9), the right of translation {Article 8), the right of public performance (Article 11), the right
to broadcast {Article 11 bis}, and the right of adaptation {Article 12}, In addition, the Convention grants a term of
pretection of the life of the author plus fifty years (Article 7).

* See Articles 4 fer, 4 quater, 5D, 5 bis and 5 gquater of the Paris Convention.

4‘f See Articles 5C, 6, 6 fer, 7, and 7 bis of the Paris Convention.

* Article 16 of the Berne Convention and Article 9 of the Paris Convention.

“ Articles 1 to 21 of the Berne Convention are reinforced by Article 9 of the Agreement on Trips; likewise
Article 2(1) reinforces Articles 1 to 12 and 19 of the Paris Convention.

“ According to Article 6 of the Paris Convention for example, the conditions for the registration of marksisa
matter for the legislation of each Member country.
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reciprocity of concessions is formal only, the burden does not fall equally upon all
nations who are Members of the Convention. Moreover, under the Paris
Convention, reciprocity is formal not only with respect to the codified law, but also
with respect to the practice of the courts and administrative institutions, since
Article 10ter(2) permits Member countries to provide access to the courts or
administrative authorities, only “in so far as the law of the country in which
protection is claimed allows”. Further, national laws relating to judicial and
‘administrative procedure, to jurisdiction and to requirements of representation, are
expressly reserved in Article 2(3) of the Paris Convention. Thus requirements of a
procedural nature which impose special conditions on foreigners for purposes of
judicial and administrative procedure may be invoked validly against foreigners who
are nationals of Member countries.®

The Paris and Berne Conventions also lack the remedial provisions necessary to
the enforcement of intellectual property rights. Consequently, where the laws cither
discriminate or are inadequate to protect foreign right-holders, Member countries are
under no compulsion to provide the usual remedies of injunction and damages.
Moreover, with respect to the enforcement of obligations at the public international
level, the Berne and Paris Conventions provide that any dispute between Member
countries concerning its application, not settled by negotiation or arbitration, may be
brought before the International Court of Justice (ICJ).™ However, Article 28(2) of
the Paris Convention and Article 33(2) of the Berne Convention subsequently render
the provision ineffectual by allowing a Member country to declare itself not bound by
the provision in any dispute that may arise between it and another Member of the
Union. As a measure of the impracticality and the lack of international acceptance of
this provisiofi, no dispute over intellectual property rights has ever been brought
before the IC].”

E. 'THE RESPONSE OF THE UNITED STATES! UNILATERAL ACTION AND BILATERAL
AGREEMENT

The inadequacy of existing international arrangements prompted the United
States to take action at both the domestic and international levels. In the first instance,
the Congress met the demand for increased protection of intellectual property rights
with a programme of comprehensive legislation which included the Drug Price
Competition and Patent Term Restoration Act (1984), the Trademark Counterfeiting
Act (1984), and the Semiconductor Chip Protection Act Extension (1987). During

# For example, the requirement that foreigners deposit a certain sum as security or bail for the costs of
litigation: World Intellectual Property Organization (Wiro) Background Reading Material on Intellectual Property,
Geneva, 1988, 52

# Article 28(3) of the Paris Convention and Article 33 of the Berne Convention.

* For example, during the 1960s in clear breach of the Berne Convention, Greek law was amended to abolish
the author’s broadcasting right in order to enable the broadeasting organization which had become part of the
propaganda apparatus of the government to avoid paying any royalties to authors for the broadcasting of their
works whether they were Greeks or foreigners. However, the other Convention countries took no achion: S.M,
Stewart, fiternational Copyright and Neighbouring Rights, Butterworths, London, 1989, at 140,
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this period, the United States was also moved to take full advantage of the existing
protection afforded by international agreement by enacting the Berne Convention
Implementation Act (1988). Secondly, having identified the protection of intellectual
property as essential to fair trade at the international level, the United States developed
self-help strategies to promote the protection of its intellectual property world-wide.
Consequently, since the 1980s, the United States has aggressively pursued the
increased protection of intellectual property rights on three fronts—through
unilateral coercion, bilateral agreement, and multilateral negotiations under the
Garr.”

1. Use of Section 337

In seeking to protect U.S. industry from unfair import competition, the United
States has been zealous in the enforcement of domestic intellectual property rights at
the border. Section 337 of the Tariff Act of 1930, as amended, gives the International
Trade Commission, an independent government agency, on an application by the
domestic right-holder, the power of seizure and forfeiture of infringing goods or
alternatively the power to exclude their entry into the United States.” To establish a
violation of Section 337, it is necessary to prove an unfair method of competition and
unfair act; the importation of goods into the United States or their sale by the owner,
importer, consignee or agent of either; the existence of a domestic industry or one that
is in the process of being established; and injury to the domestic industry through the
infringement of a valid patent, copyright or trade mark.” Section 337 has the
advantage of overcoming the obstacles to the domestic enforcement of intellectual
property rights which would result from:

(i) the difficulty in obtaining in personam jurisdiction over any entity except the

importer;

(i) the evidentiary difficulty in obtaining foreign discovery; and

(i1} the difficulty in enforcing the judgment, that is, in obtaining enforcement of

a U.S. ruling against a foreign company through that company’s national
courts.
For the complainant U.S. company, Section 337 is a particularly powerful action
since, in addition to remedies available in the ITC, the plaintiff is also entitled to take
action in the Federal district courts.

. Simon, Administration Policy and Actions on Intellectual Property Protection Abroad, in Intellectual Property and
International Trade, A Seminar for Intellectual Propersy Lawyers and Others, 28 June to I July 1987, at 72-73;
M.A. Leaffer, Protecting United States Intellectual Property Abroad: Toward a New Multilateralism, 76 lowa Law
Review, 1991, 273, 2t 288-56.

@ 2 Tariff Act of 1930, Chapter 497, Section 337, 46 Stat. 703 (1930) {codified as amended at 19 USC §1337(d)~
e} (1988).

* Prior to the amendments that were made in the Omnibus Trade Act of 1988, rhe requirements of
Section 337 were narrower in that: {a) the unfair acts had to have the effect or tendency to substantially injure the
domestic industry; and (b) complainants had to show injury to a domestic industry “efficiently and economically
operated” (19 USC 1337(a)). Subsequently, complainants needed only to show that they had substantial
_ investment in the exploitation of its intellectual property rights. Although the amendments to Section 337 made it

less of a trade law than a law aimed at preventing violations of intellectual property rights, even prior to the
amendments, it was found that at least 95 percent of Section 337 cases involved intellectual property nghts (HR
Rep. No. 40, 100th Cong., 1st Sess. pr.1 at 155 (1987)).
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GaTT Panel ruling on Section 337

Despite the inclusion of intellectual property as a general exception to the GATTin
Article XX(d), the EC successfully challenged the wvalidity of U.S. patent
enforcement procedures for imported products under Section 337 on the ground that
it nullified and impaired® the basic principle of national treatment embodied in
Article HI of the Garr. The 1988 Gatr Panel Report™ found Section 337 to be in
violation of U.S. obligations since it failed to provide national treatment to the foreign
owners of imported goods in accordance with Article I1I(4) of the GATT.” The Panel’s
decision was made as a result of an exclusion order issued pursuant to Section 337
against Akzo N.V. of the Netherlands (Akzo) based upon the infringement of a
process patent held by E.I. du Pont de Nemours and Company of the United States.”
The scope of the complaint brought by the EC on behalf of Akzo required the GATT
Panel to investigate whether the United States had failed to carry out its obligation to
grant national treatment by providing goods of non-U.S. origin less favourable
treatment than U.S. goods enjoyed in the U.S. Federal district courts. The Panel
found that the United States had failed to accord the imported product national
treatment under Article II1(4) based on the novel ground of discriminatory procedure.
The reasons for the finding included: no choice of forum; the possibility of having to
defend the action in two fora; discriminatory time-limits; and differential remedies
with respect to injunctive relief and exclusion orders. As a result, under Section 337,
foreign firms face more onerous administrative procedures and more expensive
litigation in the I'TC than in U.S. domestic courts.

Subsequently, the Garr Council found the U.S. government reluctant to
circumscribe the limits of the protection which may be afforded domestic industry
against intellectual property infringement and slow to bring Section 337 into
compliance with the Panel finding.*® Moreover, the Canadian government recently
objected to the use of Section 337 as inconsistent with the provisions of both Narra
and Trips.*® Under further pressure from the EC through Narra and GATT to change

# Article XX, GATT.

5 GarT Panel Report, United States: Section 337 of the Tariff Act of 1930, 16 January 1989, L/6439, report
adopted 7 November 1989, reprinted in BISD 368, 1988-89, 345.

% Article 1II, paragraph 4 in respect of national treatment, states: “the products of the territory of any
contracting party imported into the territory of any other contracting party shall be accorded treatment no less
favourable than that accorded to like products of national origin in respect of all laws, regulations and requirements
affecting their internal sale, offering for sale, purchase, transportation, distribution, or use.” An interpretive noge

supplementing this provision states that “any law, regulation or requirement . .. which applies to an imporred
product and is collected or . . . enforced in the case of the imported product at the time or point of importation,
is . . . subject to the provisions of Article 111"

5 For the history of the specific case referred by the Europear Community, see the Certairn Aramid Fibre case,
Gatt Panel Report, BISD 36S 198889, ac paragraph 2.9, at 353 et seq.; In the Matter of Cerfain Aramid Fibre, USITC
Publication 1824, Inv. No. 337-TA—194, March 1986; Akze N. V. ». USITC 808 F 2d 1471 {Fed.Cir. 1986) cert.
denied, 482 1JS 909 (1987} (Li.S. Court of Appeals affirming the ITC’s exclusion order).

% The U.S. Trade Representative (USTR) however, did propose alternative procedures which are discussed
in L. Barons, Amending Section 337 to Obtain GATT Consistency and Retain Border Protection, Law and Policy in
International Business, Vol. 22, No. 2, 1991, 289.

¥ In its Register of U.S. Barriers to Trade, 31 March 1994, Canada cited Section 337 as inconsistent with the
provisions of both the Agreement on Treps and NAFTA. Canadz announced its intention to continue to work to
eliminate or reduce U.S, barriers to trade through negotiations and through effective nse of dispute settlement
procedures under NarTa and the GATH/WTO: 8 WIPR, 1994, at 155.
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the procedures, legislation was recently mtroduced in the U.S. Senate which would
amend Section 337 to bring actions by the ITC into compliance with GaTt.” At the
end of the day, however, autonomous national measures designed to deal with goods
that infringe intellectual property rights only have an impact on goods imported into
the U.S. market and cannot prevent counterfeit goods being sold in third-country
markets. That problem can only be dealt with by exerting bilateral pressure.

2. Special 301 of the Trade Act

Despite its renewed vigour in protecting domestic right-holders, the territorial
nature of intellectual property meant that the United States had little capacity to
protect its intellectual property overseas in the absence of adequate international
regulation. The Special 301 provisions of the Trade Act of 1974 as amended by the
Omnibus Trade and Competitiveness Act of 1988 (the Trade Act) were therefore
designed to provide a statutory framework within which to assess the adequacy and
effectiveness of protection of intellectual property rights and market access provided
by U.S. trading partners.®’ Special 301 allows the U.S. Trade Representative
(USTR) to investigate a wide variety of perceived “unfair” trade practices on an
expedited basis.® Under Section 301, petitions to the USTR may be made for relief
based very broadly on the “unjustifiable”, “unreasonable”, or “discriminatory” acts,
policies or practices of foreign governments. Special 301 involves a designation of
countries found to maintain allegedly unfair trade practices with the aim of
eliminating those practices through negotiations. If the negotiations fail to bear fruit,
the U.S. President can retaliate through sanctions or other measures.

Specifically, Special 301 requires the USTR’s Office to undertake a review of the
intellectual property practices of U.S. trading partners each year, within thirty days
after the issuance of the National Trade Estimates Report.® The USTR is then
required to identity those countries which deny “adequate and effective protection of
intellectual property rights”® or “deny fair and equitable market access to U.S.

® The Bill, introduced by Senator J.I. Rockefeller (Rockefeller Bill) (S 148), would amend Section 337 and
relevant Federal jurisdiction provisions of Title 28 to bring actions by the ITC into compliance with Gatr.
However, the Rockefeller Bill would preserve the ITC's ability to act against viclations of U.S. intellectual
property laws. The Bill would, inter alia, speed up the timetable for ITC investigations, permit the dropping of an
ITC investigation by mutual agreement of the parties, allow consideration of the respondent’s counter-claims to
exclusion and cease-and-desist orders and eliminate duplication in the legal process for importers who face both
ITC and U.S. district court action. The wording of the Rockfeller Bill is to be included in the GATT implementing
legislation which is to be introduced in the U.S. Congress before the end of 1994.

* On the purported goals of Section 301, see ].C. Bliss, The Amendments to Section 301: An Overview and
Suggested Strategies for Foreign Responses, 20 Law and Policy in International Business, 1988~ 89, 501. The EC has a
similar trade policy instrument which is designed to afford private petitioners the opportunity to complain of
foreign unfair trade practices. However, Regulation No. 2641/84 primarily seeks to protect the Common Market
against foreign unfair trade practices and securing access to export markets for Community industries appears to
be a secondary concern: see Council Regulation 2641/84 EEC O.]. Eur. Comm. {(No. L 252) 1 (1984).

1988 Trade Act §1302 102 Stat. 1176-79 (1988) codified as amended at 19 USC §2420(a)(1) (1988).

0 * Investigations initiated under Section 301 are conducted over a twelve- to eighteen-month period: 19 USC
414 (1988},
* The National Trade Estimates Report (NTE) is required by 19 USC §2241(b} (1988).
%19 USC §2242£a)(1)(A) (1988).
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persons who rely upon intellectual property protection”.® The task of the USTR is to
rank those countries, so identified as “priority foreign countries”, to the “priority
watch list” or simply to the “watch list”. The most serious “offenders”, the “priority
foreign countries”, are those countries whose practices are the most onerous or
egregious” and have the greatest adverse impact (actual or potential) on the relevant
U.S. products;® and who are not making significant progress in bilateral or
multilateral intellectual property negotiations.” Under the Special 301 provisions, if a
country is identified as a priority foreign country, the USTR must, within thirty days
of identification, initiate a Section 301 investigation of the policies and practices that
were the basis of the identification.” Investigations are conducted on a “fast-track”
basis in that the USTR has only six months (with the possibility of an extension to
nine months if the investigation mvolves complex issues or if substantial progress is
not being made) to complete the investigation and to seek to negotiate a bilateral
agreement.”’ If the acts or policies continue, the USTR is authorized if necessary, to
retaliate by increasing duties or imposing other restrictions on imports.”

Inasmuch as Special 301 enhances the Administration’s ability to negotiate
improvements in foreign intellectual property regimes through bilateral initiatives, it
has proven of critical importance of the goal of global intellectual property protection.
Between 1989 and 1994, the United States concluded bilateral agreements for the
protection of intellectual property with at least twelve countries, including Taiwan,
the Philippines and Indonesia.”” The provision has, however, proved highly
controversial since, by means of Special 301, the United States is able to target those
countrics with the highest level of unauthorized copying and, under threat of trade
sanctions, may coerce the enactment of the laws necessary to protect its intellectual
property. By means of Special 301, the United States is able to use the size of its market
both as an incentive to negotiate and as a weapon when negotiations fail to achieve the
desired goal. Adding to its controversial nature, the “unfair” acts or practices within
the purview of Special 301 are particularly broad. These include licensing procedures
that restrict the free movement of products, expropriatory practices and barriers

erected to protect “cultural sovereignty”.”

% 1d., §2242{a)(1}(B): Special 301 was strengthened by the omission of the former injury requirement. The
USTR’s announcements follow a long information-gathering process. Sources of information are the private
sector, American embassies abroad, U.S. trading partners and the NTE Report.

5 3d., §2242(b) (1A

68 14,, §2242(b){1)(B). In identifying “priority foreign countries” pursuant o Special 301, the USTR must
consult with the Register of Copyrights, the Commissioner of Patents and Trademarks, and other appropriate
government officials: ibid., §2242(b)(2){A).

@ 1d., §2242(b)(1)(C). 4

19 USC §2412(b)(2)(A) (1988). Although India was threatened with the designation of priority foreign
country on 30 April 1994, since India’s practices are already subject to ongoing action under the statute, a new
investigation was not mitiated.

TId., §2414(2)(3)(A)-(B).

2 1d., §2416(b). Sce generally Steven R. Phillips, The New Section 301 of the Gmnibus Trade and Compelitiveness
Act of 1988: Trade Wars or Open Markets, 22 Vanderbilt Journal of Transnational Law, 1989, 491,

P UUSTR Announcesent and Fact Sheet on “Special 3017 Decisions, 8 WIPR, 1994, at 173181,

* 11.8. Cong. and Admin. News, 1988, at 1613-14.
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(a) Legality of Special 301

The legality of the United States taking unilateral action under Special 301 has
been properly questioned as contrary to international trade law. As originally drafted,
the GATT is largely concerned with the systematic reduction of tariffs and the
climination of protective measures such as import quotas. Strictly, the protection and
enforcement of intellectual property rights was outside the current scope of the GATT
rules, being specifically provided for more by way of exception than substantive
principle. Thus Article XX(d), for example, may appear to justify discriminatory
measures in respect of intellectual property as it allows Contracting Parties to take
measures for the enforcement of intellectual property rights that as a rule would be
inconsistent with the General Agreement.” Therefore, prior to the conclusion of the
Agreement on Trips and the revised Understanding on the Settlement of Disputes,
and in the absence of substantive provision within the framework of the GATT to deal
with infringements of intellectual property rights, the USTR could argue that the
Gat1’s current lack of coverage of intellectual property allows the United States room
to manoeuvre.’

However, Article XX is provided by way of exception and, generally speaking,
the use of Special 301 is inconsistent with the spirit of a free trade agreement whose
guiding principles are those of non-discrimination, as embodied in Articles I and III, at
the national and international level.” According to Article XX which provides
against the nullification and impairment of GATT concessions, Members are to adhere
to the given conciliation procedures which do notinclude an independent authority to
enforce the rules. In this respect, the U.S. preference for unilateral action over the
discretionary GATT panel procedure has not escaped challenge. Brazil complained to
the GaTT Council against retaliatory measures taken pursuant to a Section 301 action,
according to which the United States imposed sanctions on Brazilian imports for its
failure to protect U.S. patent rights.” Brazil also contended that the United States was
violating the Uruguay Round Punta del Este standstill provision prohibiting
unilateral imposition of new laws or policies not yet covered by the GATT. ” Recently
Canada publicly expressed its disapproval of the return of the U.S. Super 301 trade
remedy, when it said that the use of unilateral retaliatory measures without the

* Similarly, Article IX ensures that trade marks are not used in a discriminatory manner between nations; and
Articles XI1{3)(c){iil) and XVIIK10) require that import restrictions employed to safeguard the balance of
payments, are not used against inteliectual property rights.

® J.H. Bello and A_F. Holmer, “Special 301" Its Requirements, Implemeniation and Significance, 13 Fordham
International Law Journal, 1989-1990, 259 at 274,

7 On the interpretation of Article XX(d), scc United States: Imports of Certain Automotive Spring Assemblies,
Report adopted on 26 May 1983, BISD 305/107; and GatT Panel Report United States: Section 337 of the Tariff Aci of
1930, 16 January 1989, L/6439, Report adopted 7 November 1989, reprinted in BISD 368, 1988-89, 345, For an
analysis, see J. Kiabbers, Jurisprudence in Infernational Trade Law-Article XX of GarT, 26 J.W.T. 2, April 1992, 63.

" The complaint was made after the United States imposed a 100 percent tariff on US$ 39 million worth of
Cért?lé}? Brazilian pharmaceuticals, consumer electronics and paper products.

" Celso Marcos Souza, General Minister to the Brazilian Embassy, was speaking to a legal forum in
Washington, D.C.: 3 WIPR, 1989, at 180. At the outset of the Uruguay Round, trade ministers had pledged not to
icrease existing trade-distorting measures, but rather to “standstill” pending the outcome of the negotiatons:
Ministerial Declaration, 20 Seprember 1986,
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authority of the GATT undermines both the GaTT and GaTT dispute settlement
procedures.®

(b) Countries targeted

From the first annual review in 1989 until the latest review on 30 April 1994, both
developing and industrialized countries have been identified for practices which range
from a lack of protection for pharmaceuticals in the case of the former, to the failure to
adequately protect a certain class of subject-matter such as computer programs or
service marks in the case of the latter. During the past five years, countries which have
been designated to the prionty watch Bist include Australia, Brazil, China, the EC,
India, Japan, Saudi Arabia, Taiwan, Thailand and Turkey. Those designated to the
secondary watch list for special attention, nclude Argentina, Canada, Indonesia,
Japan, Malaysia, the Republic of Korea, Pakistan, and the Philippines. For the most
part, however, “offenders” are found in the newly industrializing or developing
countries.

In India, Taiwan and Thailand, ineffective enforcement has led to significant
losses for the motion picture, video, sound recording, computer software and
publishing industries. In 1991, the International Intellectual Property Alliance (ITPA)
estimated that the losses to U.S. businesses due to copyright piracy in those industries
amounted to US$ 161 million in India, US$ 370 million in Taiwan and US$ 85 million
in Thailand.® Again, in Brazil, China and India, a lack of patent protection,
particular for pharmaceuticals, together with broad compulsory licensing provisions
and an insufficient term of protection, has caused U.S. business heavy Josses.* Trade-
mark violations have also been widespread particularly in Brazil, China, the
Philippines, the Republic of Korea and Thailand. In China, for example, trade marks
were granted to the first registrant, regardless of the original owner; while in Brazil,
failure to register trade-mark licences invalidated the licence resulting in the
cancellation of trade-mark registration for non-use.”

In fact, Brazil, China, India, Taiwan and Thailand proved such recalcitrant cases
that over the last five years cach has been designated, at various times, a prioricy

® Under Super 301, the USTR is required to identify countries with a “consistent pattern of trade barriers and
market distorting practices” which, if eliminated, would most significantly increase U.S. exports: 19 USC
§2420(a}{1){A} & (B}. If po agreement is reached as a result of negotiations then retaliation is mandatory. The
Canadian report commented that “use of the unilateral retaliatory measures without the authority of the GarT
andermines both the GATT and GaTT dispute settiement procedure”: Register of U.S. Barriers to Trade, supra,
footnote 59,

81 The HHPA recommended in its filing of 15 February 1991 with the USTR that China, India, Thailand and
Indonesia be identified as priority foreign countries under Special 301.

82 In Brazil for example, product protection was not available for metal allovs and for new uses of products
such as micro-organism species. Brazil's National Institute of Industrial Property (INPI) had never issued a patent
for a biotechnological invention. Further, as Brazil requires a patent owner to work the invention in the country, a
third party may request a compulsory licence if a patient owner has failed to work the patent within three years of
issuance or if exploitation has been discontinued for more than one year.

% Brazil's generics law, Decree No. 793 of October 1993, was challenged by pharmaceutical companies on
the ground that the law constitutes an illegal taking of property by forcing manufactarers to give up their fuil rights
to trade marks and trade names.
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foreign country.* Progress in protecting intellectual property has had to contend with
the antagonistic attitude of many developing countries. Brazil and India in particular
were implacably opposed to the perceived strategies of economic imperialism as
embodied in Special 301. Brazil defended its right to protect local drug manufacturers
against the demand by the United States for patent rights for pharmaceuticals. Brazil
resented having to base its patent and trade-mark legislation on parameters that the
U.S. government considered appropriate, or face the possibility of unilaterally
imposed sanctions.® As a result of the “serious deficiencies” in its patent law, in 1988
Brazil was subject to retaliatory measures in the form of trade sanctions which were
lifted only in June 1990 when the government undertook to protect pharmaceutical
processes and products.® However, in 1993, pending legislation failed to satisfy the
USTR, and Brazil was designated a priority foreign country. Similarly in India,
problems persisted with regard to pharmaceutical products and the enforcement of
intellectual property rights generally, to the extent that the USTR instituted
retaliatory measures. In 1992, tariff exemptions accorded to Indian pharmaceutical
products under the Generalized System of Preferences (GSP) were revoked affecting
about US$ 60 million worth of pharmaceutical, chemical and related products. For
three consecutive years, from 1991 to 1993, India was identified as a priority foreign
country. In 1994, the USTR threatened to once again designate Indiaa priority foreign
country unless India undertakes an early implementation of all aspects of the Trips
Agreement.” ' .

Consequently, progress towards adequate protection has been made in fits and
starts and with apparent reluctance. For example, in January 1992 China concluded a
Memorandum of Understanding (MOU) with the United States putting an end to the
Special 301 investigation initiated in 1991 % China fulfilled many of the commitments
in that MOU, becoming a signatory to the Paris and Berne Conventions and enacting
legislation to effect the protection required by those Conventions. However, under
review the following year, the Chinese government was found not to have acted on its
undertaking to provide effective measures for the enforcement of intellectual property
rights. In particular, the USTR found China to have taken few actions to reduce
copyright piracy, which was particularly acute in the audio, visual, computer

# {1 1991, India was the first country to be identified as a priority foreign country. On 29 April 1992, it was
renamed together with Thailand and Taiwan. In April 1994, the USTR threatened to designate China, India and
Argentina as priority foreign countries but postponed the decision for sixty days until 30 June. [ndia and Thailand
are already the subject of ongoing Section 301 investigations. Thailand has been the subject of two Section 301
cases stemming from cases brought by the Pharmacentical Manufacturers’ Association (PMA) for patent
protection and the IIPA for copyright violatons. '

% . Amorim, Secretary-General of Brazil's Foreign Relations Ministry, 7 WIPR, 1993, at 227,

% President Reagan imposed trade sanctions on Brazil in the form of 100 percent ad valorem tariffs on Brazilian
paper, chemicals and electronic goods. According to a representative from the Brazilian Trade Association, the
sanctions cost Brazil US$ 100 rmillion in exports. When legisiation was submitted in 1990 by the Brazilian
government to revise its laws pertaining to intellectual property nghts, the USTR terminated an ongoing
Section 301 investigation and eliminated the higher import duties.

5 Op. cit., supra, footnote 73.

% In April 1991, the United States had threatened China with retaliatory action in the face of an estimated

US$ 400 million in annual trading losses due to mfringement of its righss in copyright and patent: Far Tastern
Economic Review, 5 December 1991, 64,
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software and publishing sectors. In 1993, estimated losses to U.S. firms due to the
piracy of motion pictures, records and music, computer programs and books were
valued by the IPA at US$ 827 million, of which U.S. software companies alone were
said to have lost at least US$ 322 million.” Consequently, in April 1994, China was
given sixty days to address U.S. concerns about intellectual property protection, or
risk being cited as a priority foreign country.

(¢) Special 301 evaluated

Three years ago, the lack of protection for intellectual property in many newly
industrializing countries manifested itself in a complete absence or deficiency of
statutory law. Since that time, pressure at both the national and international levels has
seen intellectual property legislation enacted in each of the major areas of copyright,
patents and trade marks. Today, largely due to the efficacy of Section 301
negotiations, any deficiency of protection for intellectual property is most likely to be
in the area of enforcement. The United States contends that Section 301 procedures
provide an incentive to negotiate in good faith given that expedition, coupled with the
threat of retaliation, strengthens the leverage of negotiators. Certainly the use of
Special 301 has not only raised the international level of awareness of the need for the
protection of intellectual property, but also resulted in 2 marked increase in the level of

“intellectual property protection. In the Asian Pacific area alone, a considerable
number of enactments have been made pursuant to Section 301 settlements. Between
1990 and 1991, patent laws were enacted in Indonesia and India. Between 1991 and
1993, Brazil, Singapore, Japan, Taiwan and Thailand had either enacted new trade-
mark laws, revised existing laws or had legislation pending. In 1991, China enacted a
new copyright law and in 1993, Thailand introduced a copyright bill. Between 1990
and 1991, Japan and the Republic of Korea enacted trade secret protection. There were
also improvements in the enforcement of intellectual property rights. Between 1992
and 1993, Thailand, China and Taiwan instituted higher penalties for infringement.
Negotiations have recently brought about an mcreasing number of convictions for
violations of intellectual property rights.” Finally, there have also been improvements
in the administration of mtellectual property laws.”

Nevertheless, it would be more accurate to say that Special 301 has promded a
negative stimulus to legislative change. This is exemplified in the attitude of Brazil
and India which were understandably resentful at being coerced to change their
intellectual property laws mn order to avoid trade sanctions imposed by the United
States. The use of Special 301 made an agreement on TRriPs a more attractive
proposition than it might have been otherwise. For example, when the USTR

® [IPA estimated trade losses due to piracy in 1993, as revised 5 September 1994,
* For example, in December 1993, Singapore convicted several major software pirates, and they received jail
terms.
" For example, in 1993, Thaifand made improvements to its patent administration system for
pharmaceuticals,
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extended a Special 301 investigation into the patent practices of Brazil for three
months on 29 November 1993, by way of response Brazil indicated its commitment
to the conclusion of the Uruguay Round and the standards embodied in the Trips
Agreement.” Thus, developing countries chose to continue GATT negotiations
towards an agreement on Trips, since these provided not only an alternative,
acceptable form of settlement but also the benefit of cross-sectoral leverage in areas of
national interest such as trade in textiles.

When viewed in perspective, action under Special 301 has been but one, albeit
important, factor in the increasing level of awareness throughout the world of the
need to protect intellectual property. The past five years have witnessed a shift in the
position of leading developing countries such as Brazil, China and India concerning
the protection of intellectual property rights. During the past two years, their former
antagonism has been replaced by a spirit of compromise as they have sought
integration within the international community of trading nations. China for
example, is seeking to rejoin the GATT in 1995 as a member of the WTO. In China, the
new spirit of co-operation has manifested itself in the establishment of China’s first
specialized court for cases concerning intellectual property rights which was set up in
June 1993 in the Betjing Municipal Intermediate People’s Court.”

It is possible, and certainly desirable, that in future, Special 301 will become
redundant as the Agreement on TRiIps is ratified and comes into operation, given that,
in initiating a Special 301 investigation based on a GATT violation, the USTR is
required by the statute to use GATT dispute settlement procedures before any
unilateral action occurs.” Usedin this manner, Section 301 would allow grievances to
be considered by the GaTT/WTO, since adoption of the Agreement on Trips would
make violations of intellectual properity rights subject to the same type of GATT-
imposed trade sanctions currently available with respect to trade in goods.
Unfortunately many countries, including the United States, have been slow to ratify
the Uruguay Round Agreement.” Recently enacted laws for the protection of
intellectual property require effective enforcement. Pirates must not only be charged

_92 On 25 February 1994, the USTR terminated che investigation and revoked its identfication as a priority
foreign country when the Brazilian government agreed to further amend its industrial property law in conformity
with the Trips provisions.

% The Court, established as an Inteliectual Property Trial Division, and effective as of August 1993, hears
cases on patents, trade marks, copyright Heensing agreements and unfair competition. The China Daily reported
in December 1993 chat the Tribunal had heard one hundred and twenty-five cases including ten involving foreign
companies. Of particular note, on 5 August 1994, the Tribunal enforced copyright in Walt Disney characters
agaust local pirates: Sydney Morning Herald, 6 August 1994, ar 21

* Parther, Article 21(2)(a) of the Understanding on Rules and Procedures on Dispute Settiement may curiail
use of Section 301. In respect of intellectual property rights, Article 21 applies by virtue of Article 64 of the
Agrf:(}emcnt on Twrips concerning dispute settlemnent.

5 When governments signed the Final Act of the Urnguay Round, it was on the clear understanding that they
would do their gemost to ensure that the Round’s resules would enter into force on 1 January 1993, In September
1994, Mr Peter Sutherland, the Director-General of Gartr, called on the major trading countries to provide
leadership and credibility to the implementation of the Uruguay Round by ratifying its resuits without delay:
GA‘T:I‘ Focus, No. 110, August/September 1994, at Tand 4. In the United States, protectionist interests and political
partisanship leading up to the mid-term elections in November succeeded in delaying ratificanion. However, it
appears likely that Congress will ratify the Uruguay Round Agreement before the end of 1994. Once this happens,
other Member nations can be expected to follow the lead of the United States as one of the major trading nations:

Australian Financial Review, 12 April 1994; The Australian, 25 May 1994; Far Eastern Fconomic Review,
26 October 1994, Australian Financial Review, 25 November 1594,
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and convicted but the penalties must be commensurate with the offence.”
Consequently, despite the conclusion of the Agreement on Trips, the U.S.
Administration remains committed to the use of the Special 301 provisions of the
Trade Act. Nevertheless, considering that there is more to intellectual property
protection than persuading countries to sign the Agreement and enact laws,”” in future
the United States may be expected to change its strategy to include foreign aid
programmes in order to accommodate the need for administrative and judicial
reforms.” At the end of the day, however, using unilateral action as a means of
inducing bilateral agreement in order to correct deficiencies in the protection of
intellectual property rights overseas is short-term remedy of selective and limited
effectiveness. By attempting to address the interests of all parties concerned,
multilateral agreement is the most effective means of preventing the release of
counterfeit goods into third-country markets. However, for more than fifteen years,
the leading industrialized countries found their efforts to revise the existing treaties for
the "protection of intellectual property continually frustrated by a system of
negotiating in the World Intellectual Property Organization (Wir0) which is based on
group co-ordination and voting. In contrast, the GATT presented itself as an
‘aternational trade forum that not only offered the negotiating advantage of cross-
sectoral leverage but also one where the decision-making would be by the consensus
of the contracting parties.

1. TaE MAKING OF THE AGREEMENT ON TriPS
A PROGRESS PRIOR TO THE URUGUAY ROUND
1. The Anticounterfeiting Code

The Trips Agreement was concluded in December 1993, yet the idea of a GATT
multilateral agreement on intellectual property had its genesis some twenty years
earlier. During the Tokyo Round of 1973, U.S. and EC negotiators worked on a draft
agreement to combat commercial counterfeiting in trade-marked goods. Despite the
fact that the agreement failed to come to fruition, the United States and the EC
nevertheless continued their efforts and, on 31 July 1979, jointly submitted to the
GaTT a proposed Agreement on Measures to Discourage the Importation of
Counterfeit Goods.” Under the terms of the draft, signatory governments would
undertake, on the application of the owner, to intercept counterfeit trade-marked
goods at international borders by instituting procedures for the seizure and suspension

% Y China for example, U.S. industry groups complain that when an action is brought, only paltry sums of
comPensation are awarded; 8 WIPR, 1994, at 67.

% 1n China, administrative reform is now required in order to bring all relevant authorities under the one

“umbrella: id., at 156.

% Legistation was introduced recently to provide some incentive for promptly implementing the Agreement
on Traps. On 18 April 1994, Representative S. Gejdenson introduced HR 4239 which proposes using U.5. foreign
aid programumes tc encourage early compliance with the Agreement. Under HR 4239, the Agency for
International Development (AID), in carrying out foreign assistance laws, would establish a programme of
training and other assistance for foreign countries in developing and strengthening intellectual property laws and
regulations, and 1n implementing and enforcing them: id., at 166.

¥ Agreement on Measures to Discourage the Importation of Countetfeit Goods, GATT Doc. 1/4817, 31 July 1979. The
text was subsequently accepted in principle by Japan and Canada.
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of such goods by customs authorities. While similar provisions are found in
Articles 51 to 60 of the Agreement on Trips, the draft code made no attempt to deal
with the production of counterfeit goods inside national borders."”

Nevertheless the fact that an anticounterfeiting code, albeit in draft form, was
negotiated among Members of the GATT set an important precedent on which further
development of the subject-matter could be built. During the early 1980s, the United
States kept intellectual property on the GATT agenda by ensuring that the 1982
Ministerial Meeting adopted a work programme which would include commercial
counterfeiting.'”" To that end, in October 1982 the United States submitted to the
GATT 2 revised text of the code!™ which had been drafted in consultation with the EC,
Japan and Canada. At the Ministerial Meeting, however, the concept met with only
partial success in that trade ministers agreed on only a modest work programme for
trade in counterfeit goods.

2. The Issue of GATT's Jurisdiction

The bitter difference of opinion between developed and developing countries
over the jurisdictional competence of GATT to deal with matters of intellectual
property, which was to thwart agreement during the Uruguay Round, had its origins
during this period in the debate over the anticounterfeiting code. Progress on the code
was resisted by a number of developing countries, led by Brazil and India, who
challenged the legal competence of the GATT to deal with commercial counterfeiting
on the basis that Wipo has exclusive jurisdiction over such matters. Beneath the debate
lay the contentious political question as to whether the rights of developing countries
were best served by an agreement under the GaTT. For those developing countries
which opposed the increased protection of intellectual property, Wiro had the
practical advantage of offering a forum where, due to the system of voting, the
developing countries could use their numerical superiority to better protect their
interests. As a result of the controversy, the 1982 mandate for trade in counterteit
goods was restricted by the suggestion that a future determination of GATT’s
jurisdiction in this area would be appropriate.' Progress on the substantive issues in
commercial counterfeiting was curtailed by the Ministerial Declaration which called
for consultations between the Directors-General of the GATT and Wiro in order to
clarify the legal and institutional aspects involved.'

0 Burther, see W.IN. Walker, A Program to Combat International Commercial Counterfeiting, 70 Trademark Rep,
1980, 117-133; Walker, The Evolution and Status of the International Anticounterfeiting Code, 11 Industrial Property,
1982, 325-328,

" During the next two years, the U.S. delegation made every eflort to ensure that the issue remained on the
GaTT agenda by submitting information on the magnitude of commercial counterfeiting and proposing the
establisivment of a working party on trade m counterfeit goods: A.J. Bradley, Intellectual Property Rights,
Investment, and Trade in Services in the Uniguay Round: Laying the Foundations, 23 Stanford Journal of International
Law, 1987, 57 at 64-67.

U2 Agrecment on Measures to Disconrage the Importation of Counterfeit Goods, Garr Doc. L/5382, October 1932,

' Ministerial Declaration in Gatr, 29¢h Supp., BISD 9, 19, 22, 1983,

™ Consultations resulted in agreement that there were no jurisdictional reasons not to proceed in Gatt:
J.A. Greenwald, The Protection of Iniellectual Property Rights in The GATT and the Uruguay Round: The U.S.
Viewpaint, at 10, in K. Simmonds and B, Hill (eds.), Law and Practice Under the Garr, QOceana Publications, New
York, October 1988.




160 WORLD COMPETITION

Nonetheless, the inclusion of trade in counterfeit goods in the 1982 work
programme represented a significant step towards the start of multiateral
negotiations on the subject. In July 1985, the move towards the Uruguay Round
began in earnest when the United States submitted its goals for new multilateral trade
negotiations, including the need to address trade in counterfeit goods and, over the
longer term, to reduce trade distortions resulting from inadequate treatment of
intellectual property rights.'” Although contention over the jurisdictional
competence of the GATT had not abated, further progress on the subject of counterfeit
trade was by no means foreclosed by the disagreement. As the question was debated,
it emerged that while Brazil and India, representing the so-called Group of Ten,
continued to maintain that GATT lacked the competence to address the subject,
developing countries were by no means unanimous in their opposition.'™ Other
developing countries, particularly the newly industrializing countries, in general
accepted the need to provide more effective protection of intellectual properéy rights
and were disposed to negotiate these issues in the GATT. The position of a number of
these countries, which included several South East Asian States, was also influenced
by their desire for a multilateral dispute settlement mechanism which would
counterbalance bilateral pressure and unilaterally imposed or threatened trade

sanctions. "

3. The Punta Del Este Text

The contention between the leading developing countries and the developed
countries concerning GATT's competence was reflected in both the process and
substance of the negotiating mandate. The intransigence of the Group of Ten during
the formal GATT proceedings resulted in the text which provided the basis for the
Punta del Este Ministerial Declaration being drafted outside the GATT by means of an
informal process. The first comprehensive text on a draft Ministerial Declaration,
which was presented by a group of developed countries in consultation with the
United States, the EC and Japan in June 1986, included negotiating mandates for trade
in services, investment-related trade issues, and the trade-related aspects of
intellectual property. Continuing consultations brought together the representatives
of more than forty Contracting Parties, including some twenty developing countries
supportive of the new Round, and resulted in a revised text that became the basis for
negotiations outside the GATT. On 30 July 1986, the final draft text was submitted by
the Swiss and Colombian Ambassadors on behalf of the group of forty countries. ¥ n

105 United States Goals for New Multilateral Trade Negotiations, Gart Doc. L/5846, 12 July 1985. At this point,
the United States extended its negotiating objective to all intellectual property including trade in counterfeit trade-
marked goods.

95 The debates took place during nine formal meetings of the Preparatory Committee from January to
Juby 1986, The ten countries that opposed the jurisdiction of the Gary in substantive matters of intellectual

roperty were Argentina, Brazil, Cuba, Egypt, India, Nicaragua, Nigeria, Peru, Tanzania and Yugoslavia.

7 Lutellectual Property Rights, A Guide to the Gart Uruguay Round, Department of Foreign Affairs and Trade,
Canberra, March 1990, at 11,

% Eorlier draft texts circulated on 17 and 28 July 1986 had contained a number of bracketed portions
reflecting a lack of consensus on the inclusion of trade in services, inteliectual property rights and investment.
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contrast, a second text submitted by Brazil on behalf of the Group of Ten developing
countries and a third text submitted by Argentina excluded intellectual property
rights, investment and trade in services. Although all three dratt texts were sent to
Punta del Este, the text of the group of forty was adopted by the trade ministers
without substantial changes.

The Punta del Este Declaration gave the following mandate to the Negotiating
Group on the Trade-Related Aspects of Intellectual Property Rights including Trade
in Counterfeit Goods:

“In order to-reduce the distortions and impediments to mternational trade, and tzking mto
account the need to promote effective and adequate protection of inteliectual property rights,
and to ensure that measures and procedures to enforce intellectual property rights do not

themselves become barriers to legitimate trade, the negotiations shall aim to clarify GaTT
provisions and elaborate, as appropriate, new rules and disciplines.

Negotiations shall 2im to develop a multilateral framework of principles, rules and disciplines
dealing with internacional trade in counterfeit goods taking into account work already
undertaken in the Garr.”'"”

The ultimate choice of wording was necessarily based upon a pragmatism aimed at
producing a text acceptable to as broad a spectrum of Contracting Parties as possible.
As a result, the terms of the Declaration left considerable room for interpretation and
for accommodating the differing perspectives of developed and developing countries.
For example, when the United States used the term “trade distortions”, it was

‘referring to the loss of comparative advantage resulting from lack of protection for

intellectual property rights in certain countries. However, to India and those countries
opposed to the regulation of intellectual property by the GaTT, the distortions to be
examined were those caused by foreign government intervention in the market-place
in the name of protection of intellectual property rights. Behind their opposition to
any action which might impede the free transfer of technology to developing
countries lay the theory that the knowledge component of intellectual property is no
more than the common heritage of mankind. Subsequently, these differences in the
interpretation of the mandate were reflected in the positions adopted by most

developed and certain developing countries during the progress of the Uruguay
Round.

B. TuE ¢rRUGUAY ROUND, 1986 TO 1993

The Uruguay Round was scheduled to last four years, yet the fulfilment of such
an ambitious agenda took seven years. " The extended duration of the Round gives an
indication of the particular difficulties encountered in bringing agriculture, services

" Ministerial Declaration, 20 September 1986, BISD, 338, 1987, 19 at 25-26,

" The early trade Rounds were devoted solely to reducing tariff levels, with the exception of the Kennedy
Round (1967} which also addressed antidumping duties. During the Tokvo Round (1973) however, the parties did
not limit the Round to tariff negotiations but also aimed to reduce or eliminate non-tariff measures and to bring

such measures under more effective international discipline: Declaration of Ministers Approved at Tokyo on
14 September 1973, Garr, 20th Supp., BISD, 1974, 19-20.
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and intellectual property under the discipline of the GATT trading rules. The
negotations on TRIps began inauspiciously and for almost three years appeared to
make such little progress as to lead most observers to believe that a comprehensive
agreement for the protection of intellectual property rights would be unlikely to
result, given the lapses of political will, the protracted dispute over jurisdiction, the
poor reviews the draft agreement received, and a bitter dispute between the EC and
the United States over agricultural subsidies. As the parties subimnitted their respective
proposals for an agreement, it became rapidly clear that the position taken by the
Group of Ten developing countries expressed not only their to opposition to the
question of setting standards for the protection of intellectual property rights, but also
thetr continuing and fundamental objection to the jurisdiction of GATT over
substantive matters of mtellectual property.

C. THsr CONTENT AND FORM OF THE AGREEMENT

At the outset, the parties disagreed over the content and form of any future
agreement. With respect to content, most industrialized nations pursued a global
approach which went far beyond the issue of counterfeiting.'” It was their objective
to negotiate a comprehensive agreement which would address all the major subject
areas of intellectual property including copyright, neighbouring rights, patents, trade
" marks, geographical indications, integrated circuits, industrial designs, and trade
secrets.'” In contrast, India sought to limit negotiations to a counterfeiting code
which would deal only with copyright and trade marks since patents and trade secrets,
it argued, were outside the mandate of the Trips Negotiating Group. In particular,
with regard to patents, India expressed grave reservations that any international
agreement on intellectual property rights had the potential to be trade-restrictive or to
allow certain firms to exploit monopolies on pharmaceuticals or chemicals used in
food production. At the base of India’s opposition to further international regulation
of patents was the concern that such measures would restrict its ability to determine
the pace of economic development.

With respect to the nature of the 1egal instrument that might result, the
industrialized countries envisaged a new GATT Article to which would be attached an
annex containing the comprehensive agreement. On the other hand, the Group of Ten
wanted an agreement only in the form of a code against the counterfeiting of
mntellectual property. The advantage of a code was seen in the fact that adherence to
GaTtt Codes is voluntary whereas a GATT amendment requires the unanimous consent
and commitment to the new obligations by contracting parties.'”

U1, Reinbothe and A. Howard, The State of Play in the Negotiations on Trips (GaTT/Uruguay Round),
5 EIPR, 1991, 157 at 158.

Y2 On 7 July 1988, the first detailed proposal for a comprehensive agreement was submitted by the EC. It
proposed protecting each of the major areas of intellectual property, that is, patents, trade marks, copyrights,
industrial designs and semiconductor typographies: 2 WIPR, 1988, at 136-137.

"2 Unanimity is required for amendments to Article { {MFN treatment), Article i (Schedule of Concessions)

and Article XXX (which itself relates to amendments). Other amendments become effective upon acceptance by
two-thirds of the contracting parties, but then only in respect of those contracting parties which accept them.
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1. GaTT Principles and Dispute Settlement Procedures

The majority of industrialized nations supported an agreement which would
include the basic GATT principles of national treatment, most-favoured-nation (MFN)
treatment, and transparency, in so far as they might be applied to the owner’s
intellectual property rights."* Thus, the national treatment obligation would ensure
that the protection available to foreigners would be at least as good as that available to
nationals of a given country. With respect to enforcement, the principle of national
creatment would also ensure that unnecessarily complicated procedures were not used
to discriminate against foreign nationals; and that the criteria applied in deciding
whether an intellectual property right had been breached did not discriminate
between domestic and imported goods and services. Secondly, the MFN obligation
would further ensure that signatories did not protect or enforce intellectual property
rights in a manner that would constitute a means of arbitrary or unjustified
discrimination not only between Member nations but also between third countries.
With respect to the application of GATT principles to intellectual property, no
difficulty was envisaged, given that the Panel Report in the case of Section 337 of the
U.S. Tariff Act had created a precedent in finding U.S. procedures for the
enforcement of intellectual property rights contrary to the national treatment
obligation in Article III. India, on the other hand, argued that concepts of national
treatment and MFN treatment, as they apply under the Gatt, could not apply to
intellectual property rights since the former obligation related to goods as distinct
from the rights of persons and the latter was concerned only with border measures.
Finally, given the conspicuous need to have an effective mechanism for the resolution
of international disputes over intellectual property rights, the United States and the
EC, supported by Australia, Canada and New Zealand, proposed to incorporate
GaTt procedures for the prevention and settlement of disputes in any future
agreement. In contrast to the Wiro treaties which have no “teeth”, the GATT was seen
to have the advantage of permitting trade retaliation for the violation of its provisions.

2. Minimum Standards and Enforcement Provisions

In order to correct the deficiencies in the enforcement of intellectual property
rights at the domestic level, the United States'”® and the EC'" proposed that the

U Cuidelines Proposed by the European Community for the Negotiations on Trade-Related Aspecis of Intellectual
Property Rights, Gatt Doc. MTN GNG/NG/NG11/W/16, 20 November 1987, at I, General Principles and
Institutional Aspects; Suggestion by the United States for Achieving the Negotiating Objective-Revision, Gatr Doc.
MTN GNG/NG11/W/14, Rev. 1, 17 October 1988, at I, Introduction.

" The U.S. proposal of 17 October 1988 restated principles articulated in the first propesal of 20 October
1987 {Gatr Doc. MTN.GNG/NG11/W/14) such as the need to recognize and implement stan dards, but expanded
on the area of enforcement, particularty procedural aspects including the right to receive written notice prior to the
commencement of proceedings, written determinations on actions for infringement, parties’ appearance through
representatives and the opportunity to present evidence for consideration by the authorities: Gart Doc.
MTN.GNG/NG11/W/14, Rev. 1, 17 October 1988.

T Guidelines and Objectives Proposed by the European Community for the Negotiations on Trade-Related Aspects of
Substantive Standards of Intelleciual Property Rights, GATt Doc. MTN.GNG/NG11 /W26, 7 July 1988.
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agreement should provide particulars of the judicial and administrative procedurey
necessary to enforce intellectual property rights both at the border and internally,
Member governments would then be called upon to legislate such measures as greates
powers for customs authorities to seize suspect counterfeit goods at the request of thi
right-holder, the imposition of criminal penalties in cases of the wilful infringement of
trade marks and copyrights on a commercial scale and, not least, the application of due
process of law for all parties concerned in any action for the enforcement of intellectual
property rights. '

Nonetheless, provisions for ensuring the effective enforcement of intellectual
property rights are of little use if there are no standards to enforce. The United States
and the EC, therefore, proposed that the agreement should include minimum
standards which would be incorporated into domestic legislation, In the first instanc
these standards should be based on those of the Convictions administered by Wipo '
In addition, where those Treaties were inadequate, the contracting parties would
elaborate further principles in order to meet the negotiating objective. The so-called
“Berne-plus” approach would serve, for example, to remove the uncertainty as to
whether the Convention covered computer programs if, as Canada proposed, the
agreement were to provide for computer programs as literary works, so that they
would then be accorded the protection that other literary works receive under the
Convention."® Again, given the high level of piracy of phonograms, Canada
proposed that the agreement should strengthen the rules of the Berne Convention in
order to provide against the unauthorized reproduction of phonograms for a
minimum period of fifty years.'” )

Generally speaking, the industrialized and newly industrialized nations™
supported the proposal for the provision of minimum standards to be implemented
by Member nations in preference to harmonization of the various legal systems. This
was in spite of the fact that the proposal meant that, by virtue of such an agreement, all
contracting parties would have to adhere to the Paris and Berne Conventions at a time
when a number of nations had not signed one or both of the agreements.” Such a
radical proposal provoked controversy also among industrialized countries when the
proposed international standard differed from the level of protection offered within

""" Thus standards would be based on the Paris Convention for the Protection of Industrial Property (1967),
the Berne Convention for the Protection of Literacy and Artistic Works (1971), the International Convention for
the Protection of Performers, Producers of Phonograms and Broadcasting Organizations {1961}, and the Treaty
on Intellectual Property in Respect of Integrated Circuits (1989).

"% Proposed by Canada, submitted October 1989, summarized in 3 WIPR, 1989, 265 at 266, 267,

" 1d., at 267. See also proposals by the EC, in Drafi Agreement on Trade-Related Aspects of Intellectual Property
Rights, Gatrt Doc. MTN.GNG/NG11/W/68, 28 March 1990; and by the United States, in Garr Doc,
MTN.GNG/NG11/W/70, 11 May 1990, advocating the provision of a rental right for anthors and their successors

in title, at least in respect of cinematographic works, computer programs and phonograms: and the protection of .-
databases as compilations of data or other material.
" Proposals by Canada, New Zealand and the Republic of Korea, submitted October 1989, summarized in
3 WIPR, 1989, at 265-67. :
' Non-signatories were to be found mainly among developing and newly idustrializing countries: for
example, Malaysia acceded to the Paris Convention in January 1989, Chile in March 1991 and India in June 1991,
However, the Berne Convention did not enter into force in the United States until March 1989 (U.S. Berne
Implementation Act, 1988). )
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their domestic legislation. Opinions differed over, for example, the term of protection
for neighbouring rights permitted to producers, performers and broadcasting
organizations. The United States supported a fifty~year period in accord with other
copyright material, whereas the EC supported a twenty-year term of protection, on
the basis that the reproduction of sound recordings and the fixation and broadcasting
of performance entails a substantial input of technology.

3. Business Support for Standards and Enforcement Provisions

The making of the Agreement on Trips was characterized by the unprecedented
support of the business sector which not only promoted such an agreement but also
contributed to its content and assisted with the drafting of its provisions. Private
business associations representing some of the major multinational corporations,
spurred to action by the impact of heavy financial losses and the desire to preserve
market access, campaigned to convince governments in both industrialized and
developing countries of the need to improve the protection of intellectual property
rights. Three leading business groups, the Union of Industrial and Employers’
Confederations of Europe (UNICE), the Japanese Federation of Economic
Organizations (keidanren) and the Intellectual Property Committee {(IPC), a coalition
of thirteen major U.S. corporations,'” demonstrated their commitment to a GATT-
based agreement on Twips by publishing, in June 1988, a report entitled Basic
Framework of GATT Provisions on Intellectual Property, which they presented to all
participants in the Uruguay Round.” The framework document supported the
provision of minimum standards in the major areas of intellectual property, national
enforcement procedures, border measures to prevent the release of allegedly
counterfeit goods into free circulation, as well as an international mechanism to
maintain agreed standards of intellectual property protection. Developing and newly
industrializing countries were to be encouraged to become signatories with incentives
which included preferential treatment on an MFEN basis, pledges of increased technical
assistance and transitional rules which would permit them to delay implementation of
the agreement for a limited period of time in order to bring their national laws into
conformity with its provisions and to deal with any resulting economic dislocation.

'# Unics is composed of thirty-three Member federations from twenty-two European countries with a
permanent Secretariat based in Brussels and is recognized as the official spokesperson for European business and
mdustry. Keidanren is a private, non-profit economic organization representing virtually all branches of economic
activity in Japan. The members of the 1PC are Bristol-Myers Co., EI du Pont de Nemours & Co., FMC
Corporation, General Electric Co., General Motors Corp., Hewlett-Packard Co., International Business
Machines Corp., Johnson & Johnson, Merck & Co. Inc., Monsanto, Pizer Inc., Rockwell intern ational Corp. and
Warner Communications Inc.

2 Basic Framework of GATT Provisions on Intellectual Property, Statement of Views of the Curopean, Japanese and
Uhnited States Business Communities, June 1988 {reprinted in F.-K. Beier and G. Schricker (eds.}, Gatt or Wiwo lic,
Studies in Industrial Property and Copyright Law, VCH Publishers, Weinhem, 1989, Annex [If},
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4. Developing Countries’ Opposition to Substantive Standards

The proposal to provide minimum standards for the creation and enforcement of -
intellectual property rights provoked considerable controversy between
industrialized and developing countries. The Group of Ten saw the call for tighter f
control as the imposition of an unnecessary penalty on Third-World countries for -
their relative lack of protection of intellectual property, when what was needed were
measures to redress the balance of interests. They therefore followed a largely
defensive strategy in trying to limit the negotiations to counterfeiting and strictly
trade-related issues.’® Thus they were opposed to the provision of substantive
standards in any future agreement, even when these were simply reinforcing the
standards provided within the existing Conventions. Naturally they also opposed any
suggestion that GATT had the authority to supplement the rules provided in the
Conventions administered by Wipo. Brazil and India, in particular, were implacably
opposed to any international regulation which would interfere with their ability to
control the creation and enforcement of intellectual property rights, and which would
curtail their freedom to regulate the use of foreign patents or trade marks in the
domestic market. The basis of developing countries’ opposition stemmed from the
contention that the provision and enforcement of minimum standards would mean
the surrender of their sovereign power to set national developmental objectives,
thereby denying them free access to the technology they needed to modernize. Thus
Peru’s submission called for a balance in the negotiations between intellectual
property rights and the objectives of development and transfer of technology. This
balance, it was argued, should also take into account contrasting interests in the need
to encourage creativity and the need to stimulate the low of technology transfer from
developed to developing countries. Similarly, Mexico told the Negotiating Group
that it sought to strike a balance between the need to protect intellectual property
rights and the need to protect the public interest and economic development
objectives.'®

In the area of patents in particular, the proposition that standards would be
prescribed with respect to the requirements of use and the term of protection was
highly contentious. India denounced any international regime for the regulation of
patents that focused merely on the protection of monopoly rights, while ignoring the
enormous differences in the levels of industrial and technological development
between industrialized and developing countries. If the patent system was not to
hinder developing countries in building up their industrial and technological
capabilities, Brazil and India argued that they needed to be free to set their own
standards and, where necessary, at a level significantly lower than that of
industrialized States.'® Patent laws, it was argued, must focus equally on the

124 Deinbothe and Howard, op. df., supra, footnote 111, 157 at 158,

B The viewpoint of India can be found in 3 WIPR, 1989, at 16 and 199; of Pery, id., at 267; of Brazil, in
4 WIPR, 1990, at 17; and of Mexico, id., at 61-62.

% "This point was underiined in papers submitted by Indiain 3 WIPR, 1989, at 199; Brazil, 4 WIPR, 1990, at
17, and Peru, 3 WIPR, 1689, at 267. This view was also reflected in India’s domestic legislation which applied seven
years of patent protection to pharmaceutical and chemical products and fifteen years to all others: id., at 17.
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obligations as well as the rights of patent-holders, since patents were not simply
granted to enable a right-holder to enjoy a monopoly for importing the patented
article or to resort to restrictive or anti-competitive practices.'”

Contrary to any notion of having GATT prescribe international standards for
intellectual property, India took the view that developing countriés should be allowed
concessions under patent and trade-mark legislation that would leave them free to
exclude key sectors such as food, pharmaceuticals and chemicals, shorten protection
periods and grant licences of right to companies to exploite patents. % Consistent with
its support for differential treatment, India could not agree to any absolute honouring
of patents.'™ India argued that the commercial working of a patent in a host country
should be regarded as a fundamental obligation, and compulsory licensing should be
recognized as a means of preventing patent owners from misusing their rights. Thus
the submission by India recommended that developing countries be free to
autornatically grant “licences of right” in critical sectors without having to go through
the extensive and protracted litigation involved in granting compulsory licences. ™

However, the most contentious aspect of the proposal concerning minimum
standards was the EC’s recommendation that their enactment within the national laws
of Member countries should be binding, with the effect that every Member country
would have to change its laws accordingly. To recommend that parties give effect to
prescribed standards in their domestic law was a most significant development in that
it constituted a move from the formal reciprocity which obtains under the Paris and
Berne Conventions to a material reciprocity, in which each Member would undertake
to enact the specific standards provided in the agreement. The newly industrializing
and developing countries were naturally concerned by the wider economic and
cultural implications of this proposal. In this regard, the Republic of Korea and Peru
urged retaining a national treatment which was formal in nature, so that the
differences in national intellectual property systems could be taken into account, and
countries given time to harmonize their domestic systems with any future trade-
related intellectual property rights agreement. Moreover, the Republic of Korea,
undoubtedly mindful of the difficulty in enforcing Western-drafted rules within Asia,
cautioned Western Members on the need to take cultural differences 1into

consideration. !

5. Trade Distortions and Anti-Competitive Practices

The deep difference of opinion between developed and developing countries

" Summary of proposals by India, id., at 199; and Peru, id., at 267. Considering the disparity in gconomic
development, Peru saw no point in strengthening the rights conferred on patent owners at the expense of
underdeveloped cigzenry.

'@ Indian proposal of 12 July 1989 id., at 199-200.

14, at 16.

" In such instances, patent owners would be entitled to compensarion m accordance with the host country’s
lave: Indian submission, summarized in 3 WIPR, 1989, at 199-200.

' Republic of Korea, 3 WIPR, 1989, at 265-67; Pery, id., at 267.
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over the provision of minimum standards had a more fundamental basis which was
demonstrated in their disagreement over the interpretation of the text of the Punta del
Este Declaration. On the one hand, in accordance with the stated objective of
eliminating “the distortions and impediments to international trade”, developed
countries, including the United States, Japan, Canada, Australia and New Zealand,
gave their full support to the EC’s proposal that parties be required to enact a
minimum set of standards. ™ By contrast, many developing countries did not accept
the argument that the protection of intellectual property rights has any direct or
significant relationship to international trade. Thus, India related the reference to
“trade distortions” in the text of the negotiating mandate to the relationship between
the granting of monopoly rights and anti-competitive practices. India and Brazil
contended that only the potentially restrictive practices attendant upon the ownership
of intellectual property rights could be considered related to trade, because they alone
distorted or impeded international trade. Therefore, they maintained that the EC's
proposal went beyond the mandate of the Negotiating Group. ™

6. GarT or Wiro?

The Group of Ten developing countries not only rejected any connection
between trade and the creation of intellectual property rights, still more
fundamentally, they continued to object to the proposition that GATT had the
authority to prescribe international standards. '™ In support of Wiro, they argued that
its future efficacy might be undermined by the activities of the new WTO which was
to have as one of its responsibilities the administration of intellectual property
rights.™® This was the opposite view to that of the major exporters—the United
States, the EC and Japan—who argued that the effect of the counterfeiting of
intellectual property on their respective trade balances was sufficient evidence of the
value of intellectual property as a commercial asset and therefore of its relevance as a
trade issue. Given that the GATT is a provisional legal instrument, the view taken by
Brazil and India was not without substance. Nevertheless, by way of response, the EC
was dismissive of the argument, challenging the efficacy rather than the legality of the
institution. By the end of 1988, Wrro itself had decided to put an end to the
institutional rivalry which was thwarting its co-operation with GATT by submutting a -
paper to the Negotiating Group in which were identified generally accepted
international norms for the protection of intellectual property.'”

Nonetheless, the divergence of opinion between the parties proved so deep thatit

182 See supra, footnote 116. During 1988-1989, the EC’s proposal was supported by submissions from the
United States (sce supra, footnote 114) and proposals by Australia, Canada and New Zealand {summarized in
3 WIPR, 1989, at 265-067}.

53 WIPR, 1989, at 199 and 244,

B4 WIPR, 1990, at 78,

2 Meeting of the Governing Bodies of Wiro and the Unions administered by it: id., at 251,

9 Ynternational Bureau of Wipo, Existence, Scope and Form of Generally Internationally Accepted and Applied
Standards/Novms for the Protection of Iniellectual Property, Gatt Doc. MTN.GNG/NG11/W/24 Rev. 1; Wips Doc.
WO/INF/29, September 1988,




THE MAKING OF THE TRIPS AGREEMENT 169

succeeded in frustrating the progress of the negotiations for more than two years. As
the mid-term review of the Uruguay Round negotiations opened in Montreal in
December 1988, the dispute threatened to continue. On 18 October 1988, the issue of
GarT’s competence touched off such a fierce debate among industrialized and
developing countries that Norway, Sweden, Denmark, and Finland intervened i an
attempt to break the impasse by underscoring the commitment of the majority of
countries to the continued progress of the Trips negotiations. "’

D). THE TURNING-POINT IN NEGOTIATIONS

Nineteen-eighty-nine proved to be the turning-point in the negotiations on
Trips. The first breakthrough occurred in April 1989 in Geneva when further
consultations resulted in the parties bridging their differences and claritying the
negotiating mandate. Key elements of their understanding were embodied i the
Aprl Decision of the Trade Negotiations Committee (TNC) on the future of the
Trips negotiations. In the first place, it was agreed to put together a Framework
Agreement of rules in respect of minimum standards for the availability, scope, and
use of intellectual property rights, and procedures for their enforcement. However,
by way of set-off, it was also agreed that neither the outcome of negotiations, nor the
conflict over which international body was competent to implement the results,
should be prejudiced by the compromise. Consequently, as far as the jurisdictional
dispute was concerned, the compromise simply deferred the ultimate decision until
the end of the Round. Nonetheless, the future agreement began to appear, as delegates
put together a Framework Agreement entitled the Trade-Related Aspects of
Intellectual Property Rights Including Trade in Counterfeit Goods.™ Moreover, to
some extent, the concerns of developing countries were addressed inasmuch as the
Framework Agreement was also to include a consideration of the public interest in
negotiating developmental objectives and provision for the development of a
mutually supportive relationship between Gatt and Wrro.” While the Framework
Agreement marked a significant retreat from the former position of certain
developing countries in the Trips negotiations, India for its part nevertheless dented
any change of position either on the provision of minimum standards'® or on the
question of GATT’s jurisdiction. In a politically face-saving gesture, India attributed its
continued participation in the negotiations to the desire to express its concerns,
without any intention of being bound by the final results. '

7 The four Nordic countries reminded delegates that the mandate for the negotiations was unequivocal in so
far a5 the primary task of the negotiating group was to put together a multilateral framework of principles, rules,
and disciplines dealing with international trade in counterfeit goods. This mandate, they argued, should be used as
a starting point for wider negotiations on intellectual property as nothing in the mandate prevented GarT from
establishing new rules: 2 WIPR, 1988, at 213.

¥ Framework Agreement text in 3 WIPR, 1989, at 109.

" TNC Mid-Term Review Decision on Trips of April 1989, paragraph 5, Intellectual Property Rights, A Guide fo
the GaTt Urnguay Round, supra, footnote 107, Appendix I

:‘1} India maintained the right of developing nations to concessions: 3 WIPR, 1989, at 199

Id., at 109.
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On 12 September 1989, a second breakthrough occurred when India announced
that it accepted in principle the international enforcement of the trade-related aspects
of intellectual property rights within the framework of the Uruguay Roun "
negotiations.'” Given the position of India as a leading developing country, this:
relaxation of its former inflexible attitude had two significant results. First, i '
permitted the negotiations to enter a new, more intensive phase and second, it saw the:
substantive engagement of a considerable number of developing countries including:
Argentina, Brazil, Chile, Colombia, Indonesia, Malaysia, Mexico, Peru, Thaitland
and Uruguay.

. THE PROPOSALS REFLECT A MORE BALANCED VIEW

Having “turned the corner”, the GaTt Negotiating Group was able to debate, for
the first time, the details of proposed new rules to combat commercial piracy. During
the period 1989-1990, forty-nine proposals were tabled representing submissions by
one hundred and five countries on substantive standards and enforcement of
intellectual property rights from countries which included Austria, Australia, Brazil,
Canada, the EC, Hong Kong, India, New Zealand, the Republic of Korea and
Peru.'* In particular India’s submission,’® its first on international enforcement,
reflected its concerns that intellectual property rights might themselves become a
barrier to free trade and that abusive practices might accompany the granting of |
monopoly rights. Consequently, key elements in the submission concerned the need
to observe the principles of natural justice in enforcing intellectual property rights, to
compensate persons wrongly accused of infringements, and to provide both
administrative and civil remedies for the abuse of rights. In keeping with its concern
that Third-World countries would be penalized by increased regulation, India
submitted that developing countries should not be expected to finance whatever
mechanisms for enforcement finally emerged from the negotiations.

The submissions by Canada®® and Mexico'™ belie any attempt to stereotype the
views of developed and developing countries. Both proposals took a balanced view
which found favour with many delegations. Both Canada and Mexico supported the
development of a multilateral framework of rules to enforce intellectual property
rights subjct to the GaTT disciplines concerning national treatment, MFIN treatment,
transparency, consultation and dispute settlement. For Canada, an essential part of
such a framework was the need to ensure that countries do not impose discriminatory
conditions on companies negotiating international licensing agreements which play
such an important role in the transfer of technology. Moreover, both Canada and

"2 1d., at 24445

WG ATT Adtivifies, Geneva, 1990, at 44; Proposals by Canada, New Zealand, the Republic of Korea and Peru
in 3 WIPR, 1989, at 265 ef seq., EC, Austria, Brazil and Hong Kong in 4 WIPR, 1990, at 17, Mexico, id., at 61 ef seq.
Text of proposals by Australia: Australian Submission on Standards (July 1989) and Australian Submission on
Enforcement (December 19893, Intellectual Propersy Rights, A Guide to the GaTT Uruguay Round, suprd,
footnote 107, Appendix Il and Appendix IV respecuvely.

Y Indian paper summarized in 3 WIPR, 1939, at 199,

¥ Canadian paper summarized in id., at 265-67.

M 4 WIPR, 1990, at 61.
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Mexico were at one with the Indian view that too heavy-handed an enforcement of
rights might negate the objective of free trade by creating a barrier to exports. In order
to meet the needs of developing countries, Mexico supported the notion of differential
treatment in the form of special measures including a shorter term for patents,
transitional arrangements, legal assistance, and financial help to modify patent and
trade-mark regimes.

F. THE DRAFT COMPOSITE TEXT OF NOVEMBER 1990

By early 1990, having completed its examination of the various proposals, the
Negotiating Group had a clear understanding of the positions of the participants and
of the differences that needed to be resolved before intellectual property could be
integrated into a new trade regime. The considerable differences which still remained
between industrialized and developing countries and among industrialized countries
was well illustrated in the five hundred questions contained in the document entitled
“Checklist of Issues” of 26 January 1990." Nevertheless, in March 1990, a third,
substantive phase began, that of attempting to bridge the remaining differences and to
draw up a legal text embodying the results of the negotiations. The EC played a
leading role in initiating this phase, being the first to submit a comprehensive draft
text for a Trips agreement. " Subsequently, in May 1990, draft texts were tabled by
the United States,'” Japan, Switzerland and India on behalf of a group of fourteen
developing countries. Given the conflict over the form of the agreement and the
competence of GATT in substantive matters of intellectual property, the various texts
neither shared one common structure nor treated the question of institutional
arrangements for the implementation of the agreement in the same way. The EC and
the U.S. texts proposed a new GATT Article to which the agreement was attached asan
annex, whereas the text of the developing countries was divided into two parts, the
first providing rules for trade in counterfeit goods, and the second setting out
standards and principles concerning the availability, scope and use of intellectual
property rights which was to be implemented by Wiro.™

Considering the different approaches and structures of the draft texts, in July
1990 the Chairman of the Trips Negotiating Group, Ambassador Lars Anell of
Sweden, prepared a draft composite text with the aim of providing a clear picture of
the current state of the negotiations without purtting forward compromise
formulations.””" Although the draft composite text was subject to intensive

YT Insellectual Property Rights, A Guide to the GATT Urugnay Round, supra, foomote 107, at 14,

M EC proposal, Draft Agreement on Trade-Related Aspects of Intellectual Property Rights, Gart Doc.
MTN.GNG/NG11/W/68, 29 March 1990,

]S, proposal in Gart Doc. MTN.GNG/NG11/W/70, 11 May 1990; Swiss proposal in Garr Doc.
MTN.GNG/NG11/W/73, 14 May 1990; Japanese proposal in Gatt Doc, MTN.GNG/NG11/W/74, 15 May
1990: proposal by Argentna, Brazil, Chile, China, Colombia, Cuba, Egypt, India, Nigeria, Pakistan, Peru,
Tanzania, Uruguay, Zimbabwe in Gatr Doc. MTN.GNG/NG11/W/74, 14 May 1990.

¥ Supra, footnotes 148 and 149

5 over memorandum from the Chairman, Geneva Diraft, 23 November 1990. Further drafts of the text
emerged during 1990 providing a profile of the curtent state of work and of the options for the possible results of
the negotiations. The texts were produced on the Chairman’s responsibility in the hope of assisting the further
work of the Group and did not commit any country.
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negotiation and successive revision, it nevertheless still consisted of two quite disting:
draft agreements when the Chairman submitted the Final Draft Agreement (the.
Geneva Draft) to the TNC in November 1990."% The comparatively slender
Agreement on Trade in Counterfeit and Pirated Goods provided broadly for the
institution of adequate border measures to discourage international trade in
counterfeit goods. The character of the provisions was distinguished more by a spirit
of co-operative prevention against counterfeiting and a willingness to clarify existing
intellectual property laws than by a series of detailed undertakings. In contrast, the:
comprehensive and detailed Agreement on the Trade-Related Aspects of Intellectual
Property Rights, including Trade in Counterfeit Goods provided for standards to be
implemented at the national level and their enforcement to be aided by Gatr
consultation and dispute settlement mechanisms.

Consequently, the Draft Composite Text which was presented to the Ministerial
Meeting in Brussels in December 1990 indicated that, despite the areas of tentative
accord, there remained considerable disagreement among negotiators over minimum
standards of protection. Square brackets attested to the substantive differences that
remained, such as:

(i) the term of protection for patents, whether patents should be granted on a
first-to-invent or first-to-file basis, the conditions for the granting of
compulsory licences and whether to grant patents for plant and animal
varieties:

(i} whether performers should be accorded copyright or neighbouring rights,
the scope of rental or related rights for copyright works and whether the
agreement should provide for moral rights, *** as well as the scope of rights to
be allowed computer software, circuit layouts and industrial designs; and

(i11) the protection to be afforded to products of a specific geographical origin,
The differences over substantive provisions reflected the opposing
perspectives of developed and developing countries. For example, the group
of negotiators designated “A” in the Composite Text proposed that the use
of a trade mark should not be unjustifiably encumbered by special
requirements such as use with another trade mark, use in a spectal form, or
usc in a manner detrimental to the capacity of the mark to distinguish goods
or services. By contrast, Group “B” would leave such conditions to national
legislation. ™ Again, with respect to the question of the abuse of intellectual

2 Garr Doc. MTN.TNC/W/35, 26 November 1999,

* Ministerial Conference, Brussels, 3 to 7 December 1990: Garr Activities, supra, footnote 143, at 46.

"** Article 9 of the Draft Composite Text stipulated the parties’ adherence to the substantive provisions of the
Berne Convention, Most Contracting Parties did not differentiate between economic and other rights and
consequently, had no difficulty in including Article 6 bis on moral rights. However, as the square brackets
indicated, the United States insisted on excluding moral rights and, as the definitive text shows, prevailed.

% Differences existed between the EC and the United States over industrial designs. For example the 1.,
Coalion for Competitive Repair Parts was unkappy at the narrow nature of the EC criteria for a design eligible for
protection, given that the U.S, domestic criteria were wider: 4 WIPR, 1990, at 233, .

¥ Draft Composite Text, Article 22, variant A. India in particular sought to retain its practice of requiring
foreign trade marks applied to goods produced under licence to be used in conjunction with a local mark:
Reinbothe and Howard, op. cit., supra, footnote 111, at 161,
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property rights, the entire section drafted by certain developing countries
concerning the control of anti-competitive practices in contractual licensing,
that would permit parties to regulate such practices as exclusive sales and
cross-licensing agreements, remained within square brackets. "’

(5. FAILURE TO MEET THE DEADLINE OF DECEMBER 1990

As the differences between delegates remained unresolved, the Negotiating
Group failed to submit a final draft text by December 1990, the end of the scheduled
four-year Round. Nevertheless, considering the ambitious nature of the agreement in
seeking to provide not only for measures at the border to curtail trade in counterfeit
goods, but also substantive standards which would apply uniformly in over one
hundred countries, the period of negotiations between 1986 and 1990 had not been
entirely unsuccesstul. The negotiators had achieved a draft text which broadly
resembled the Agreement on Trips with Articles relating to the application of GATT
principles for non-discriminatory trade, to the creation and enforcement of
intellectual property rights, and to the settlement of disputes in accordance with Garr
procedures. In addition, there had been a considerable shift in the formerly intractable
attitude of certain developing countries towards such an agreement.

The Director-General expressed renewed hope of bringing the Uruguay Round
to a successtul conclusion by the new deadline of December 1991, when a new
obstacle emerged in the form of a dispute between the EC and the other contracting
parties over the reduction of agricultural subsidies.” Since progress on TrIps was
contingent on progress in the other sectors of the Uruguay Round, including
agriculture, the effect of the now deadlocked dispute was to stacken the momentum of
negotiations on Trips until there was some indication that the Round was nearing its
conclusion. ™ Nonetheless, the negotiating schedule called for all seven negotiating
groups to continue working throughout the year with a view to producing texts
which could be presented to governments for signature early in 1992, The approach
adopted by the Chairman was to form a so-called “ten on ten” informal Working
Group comprising ten developed countries, including Australia, and ten developing
countries—a method which allowed a systematic examination of the Draft Text with
the aim of addressing each country’s initial concerns, as opposed to an open forum in

which the views of almost one hundred countries would have to be considered. '

7 Draft Composite Text, Section 8, Article 43 reflects the view of certain developing countries that the righe
to control the licensing practices of right-helders and, where necessary, to tie the grant of exclusive rights to
obligations in respect of local investment and technology transfer, is an important mstrument in development
policy. Although most industrialized countries conceded that the grant of monopaly rights in intellectual property
may operate in certaln circumstances against the public interest, they did not consider it necessary that a
mulsilateral agreement should contain a fist of some fourteen practices which were deemed to be in restraint of
competition: Reinbothe and Howard, op. it supra, footnote 111, 157 ar 160. The definitive text allows Members
to take appropriate measures to prevent or coatrol anti-competitive practices in coneractual licences (Article 40);
the full list of such practices has been omitted.

4 WIPR, 1990, ac 278.

Id., at 16,

" Review of Developments in Intermational Trade Law, Commonwealth Attorney-General’s Department,
Canberra, November 1992, at 31.
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However, by November 1991, the list of substantive issues outstanding
remained essentially unchanged.’ Decisions were still requited on some twenty'
issues concerning the nature and level of the standards of protection, mainly in the-
areas of copyright, geographical indications and patents. Secondly, a consideration of -
the possible economic impact of a future agreement on Trips required decisions to be-
made concerning the duration of the transition periods to which developing countries ;
and least-developed countries (LDCs) should be entitled and the extent to which the:
new obligations would apply to existing subject-matter.

H. THE DUNKEL DRAFT, 1991

As 1991 drew to a close without agreement, the Director-General of Garr,
Arthur Dunkel, acted to save the Uruguay Round from foundering. The Director-
General compiled the results of the negotiations in each sector into a comprehensive
document that became known as the Dunkel Draft, which he presented to delegates
on 20 December 1991 on a “take it or leave it” basis. During the course of the next two
years, it scemed very doubtful whether the agreement would ever become more than
a formal draft. The Dunkel Draft met with criticism for being inadequate in its
defence of intellectual property rights. Powerful, partisan interest groups such as the
International Intellectual Property Alliance and representatives of the pharmaceutical
and entertainment industries, dissatisfied with the consensual nature of the document,
saw httle incentive in an agreement that met less than all of their demands, particularly
when Section 301 had proven so effective.® With more justification, the Agreement
was criticized for being already outdated by failing to provide for potential right~
holders within the new communications environment of computer networks and
cable television.

In fact, it appeared that the whole Round would founder over the controversial
and seemingly insoluble negotiations concerning the liberalization of trade in
agriculture which involved the EC, the United States and Japan in the difficult
political and social issues of unemployment, rural dislocation, cultural identity and
national security. At length, however, a combination of factors prompted the
delegates to bring the Round to a conclusion. Given the accumulation of broken
deadlines, the protracted negotiations became an investment in time and energy
which could not be lost. More significantly, in view of the depressed state of the world
economy, the impending breakdown in negotiations fuelled fears of increasing

1 5 WIPR, 1991, at 331-332.

' The use of Special 301 remains an option since the group of developing countries led by India and Brazil
falfed to have the Agreement on Trips include 2 provision prolibiting Members from having recourse to
unilaterally decided economic measures aimed at ensuring the enforcement of intellectual property rights: see
Article IV of the Draft Agreement on Trade in Counterfeit and Pirated Goods of 23 November 1990, See also
Indusiry Fears Weakened Protection Under GATT and Other Multilateral Pacts, BNA PTC Law Daily, 31 May 1991:
“No Garris better than a bad GATT” was the sentiment expressed by industry representatives at the Senate hearing
(Senate Subcomumittee on Patents, Copyrights and Trademarks) while other witnesses at the House hearing
(House Subcommittee on Intellectual Property and Judicial Administration) warned of the dangers of over-
protecting intellectual property in a global economy,
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protectionism, continued unemployment and national debt. On 15 December 1993,
Members ultimately found the political will to press the Round to a conclusion.

I.  THE AGREEMENT ON TRIPS

The results of the Trips negotiations were embodied in Annex I1I of the Dunkel
Draft, from which the definitive text of the Final Act does not substantially differ.™
The Agreement is a milestone in the international regulation of intellectual property,
not only in terms of the application of the benefits of national treatment and MFN
treatment to the owners of intellectual property rights who are nationals of Member
Seates , ¥ butalso in terms of the attempt to provide minimuam international standards
for the availability, scope and enforcement of intellectual property rights.

Part II of the Agreement provides minimum standards based on the existing
Conventions, supplemented as necessary by new provisions not only for copyright,
patents, trade marks and industrial designs, but also for rights neighbouring
copyright in performance, broadecasting and sound recording, geographical
indications, integrated circuits and confidential information. Additional protection
with respect to copyright includes the requirement that Members extend copyright
protection to computer programs and databases;'® that the authors of computer
programs and cinematographic works, and the producers of phonograms be given the
right to authorize or prohibit the commercial rental of their works to the public;m’ and
that performers receive protection from the unauthorized recording and broadcast of
live performances.’”’

With respect to trade marks and service marks, the provisions of the Paris
Convention are supplemented by requirements concerning the eligibility of signs tor
protection, ™ the term of their protection, 199 (he minimum rights to be conferred on
owners of registered trade marks, and the requirements for use, licensing and
assignment. Contrary to the practice of certain developing countries, the
requirements for use would, in gencral, prohibit any special requirement that foreign
marks should be used in conjunction with a local mark. 1 The owners of well-known
marks however, receive additional protection. '’

A novel feature of the Agreement is the provision with respect to geographical
indications. Article 22 requires each Member country to provide the legal means to
prevent the use of any geographical ndication which misleads the publicas to the true

) 2 Gee Annex 11, Draft Final Act Embodying the Results of the Ureguay Round of Mulgitateral Trade
Negotiations, MTN. TNC/W/FA 20 December 1991; also Agreement on Trade-Related Aspects of Intellecrual
Property Rights, Final Act Embodying the Results of the Uruguay Reund of Multilateral Trade Negotiations,
15 APrii 1994, Annex tC, at 349, :

* Tripy Agreement, Articles 3 and 4.

*1d., Article 10.

Id., Articles 11 and 14,

td., Article 14(1}.

Id., Article 15.

Id., Article 18.

Td., Aracle 20

Id., Article 16.
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origin of the good, as well as any use which would constitute an act of unfair
competition. Moreover, any trade mark which contains a geographical indication is to
be refused or invalidated if it is likely to mislead the public as to the true origin. ™ -
Article 23 provides additional protection for geographical indications for wines and
spirits which are to be protected even where there is no danger of the public being
mislead as to the true origin. "

With respect to patents, provisions additional to the Paris Convention include a
twenty-year term of protection for almost all inventions, whether of products or
processes, m all fields of technology.'™ Of particular relevance to developing
countries, Members may exclude inventions from patentability if their commercial
exploitation is prohibited for reasons of public order or morality; otherwise, the
exclusions permissible are for diagnostic, therapeutic and surgical methods, and for
plants, animals (other than micro-organisms) and essentially biological processes for
the production of plants or animals (other than microbiological processes). '™
However, plant varieties are to be protected either by patent or by a sui generis system
such as the plant breeders’ rights provided for in the International Convention for the
Protection of New Varieties of Plants (1986)." Further, the Agreement sets out
detailed conditions with respect to the compulsory licensing or governmental use of
patents without the authorization of the patent holder."”

The Treaty on Intellectual Property in Respect of Integrated Circuits {1989) is
supplemented by the requirements that protection must be available for a minimum
period of ten years, ™ that rights extend to goods incorporating the infringing layout
design and that compulsory licensing and government use be allowed only under a
number of strict conditions, "

The critical Articles on enforcement are contained in Part II which sets out the
obligations of Member governments to provide procedures and remedies under their
domestic law to ensure that intellectual property rights can be effectively enforced by
foreign right-holders and nationals alike. Civil and administrative procedures must
not only permit effective action against infringement of intellectual property rights
but should be fair and equitable, not unnecessarily complicated or costly and should
not entail unreasonable time-limits or unwarranted delays. ™ They should also allow
for judicial review of final administrative decisions. ™ In particular, Article 43 is
designed to facilitate the production of evidence, and Articles 44, 45 and 46 require
that judicial authorities be given the power to order injunctions, award damages and

" d., Article 22(3).

' Member countries are required “to provide the legal means for interested parties to prevent use of a
geographical indication Ifor wines ar spirits] . . . even where the true origin of the goods is indicated or the
geographieal indication is used in translation or accompanied by expressions such as “kind”, “type”, “style”,
“imitation” or the Hke.”

"7 Trips Agreement, Article 33.

Y5 14., Articie 27.

7 1d., Article 27(3)(b).

1., Article 31.

8 1d., Article 38,

7 1d., Article 37(2).

' 1d., Article 412,

BUId., Article 41(4).
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order other remedies including the disposal or destruction of infringing goods.
Further, according to Article 50, judicial authorities are to be given the authority to
order prompt and effective provisional measures, in particular where any delay 1s
likely to cause irreparable harm to the right-holder, or where evidence is likely to be
destroyed. In order to prevent the movement of infringing goods across national
borders, Articles 51 to 60 detail the measures which are to be taken by customs
officials for the suspension of release into domestic circulation of counterfeit and
pirated goods. Finally, Members are required to provide criminal procedures and
penalties in cases of “wilful trade-mark counterfeiting ot copyright piracy on 2
commercial scale.”"** Remedics are to include fines and imprisonment sufficient to act
as a deterrent.

The “Institutional Arrangements” of the Agreement provide for the
establishment of a Council on the trade-related aspects of intellectual property
rights'™ to monitor the operation of the Agreement, including Members’ compliance
with their obligations. The TrPs Council may also assist Members on an informal
basis with the resolution of disputes. However on a formal level, a key feature of the
Agreement is the express application of GATT dispute settlement procedures to
international conflicts involving ingellectual property rights. To this end, Article 64 of
the Agreement incorporates the provisions of Articles XXII and XXII of the GATT,
including the rules and procedures governing the settlement of disputes within the
Understanding on Dispute Settlement.

To a limited extent, the Agreement addresses the particular concerns of
developing countries by providing a period of transition prior to the application of the
Agreement, by allowing Members to take measures against the abuse of intellectual
property rights, and by clarifying the relationship between GATT and Wipo in matters
of mtellectual property.”* With respect to the transitional arrangements, Article 65
allows developing countries a total period of five years from the date of application
within which to bring their laws, regulations and practices into conformity with the
new obligations. Given the economic and administrative constraints of the LDCs,
Article 66(1) allows at least ten years from the date of application before they are
required to implement the substantive provisions of the Trips Agreement. In
recognition that the shuse of intellectual property rights may impede the gransfer of
technology, Member countries are not only free to take appropriate measures to
control anti-competitive practices In contractual licences, but may also request
consultations with the government whose nationals are alleged to have engaged in
abusive practices.}85 Finally, Article 68 specifically requires ¢he Trips Council to

82 14, Article 61.

1., Article 68.

i g Opoku Awuku, How Do Results of the Uruguay Round Affect the North-South Trade? 28 L. W.T. 2, April
1994, 75 at 83-85.

18 Argcle 8 peymits Members to take appropriate measures, provided they are consistent with the
Agreement, to prevent the abuse of intellectual property rights by right-holders or the resort to practices which
unreasonably restrain trade ot adversely affect the international transfer of technology. Article 40 allows Members
to provide i their legisiation against anti-competitive practices in contractual licences. Article 67 requires
developed country Members to co-operate with developing country Members in the preparation of laws for the
prevention of the abuse of intellectual property rights.
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consult with Wiro in order to establish appropriate co-operative arrangements with
the various bodies of that Organization.

J. THE IMPACT OF THE TRIPS AGREEMENT ON DOMESTIC LEGISLATION

In conclusion, as a mesaure of the significance of the Agreement on Trrps, it is
instructive to briefly examine its impact on the domestic law of developed Member
countries as exemplified by the changes that will be necessary to the intellectual
property laws of Australza. Throughout the Uruguay Round, Australia, a founder
Member of the GATT, supported the notion of an agreement on the trade-related
aspects of intellectual property rights on the ground that better~defined and enforced
multilateral disciplines in the area would contribute to the growth of investment and
the expansion of world trade. Prior to the signing of the Trips Agreement,'™ the
Australian government showed its commitment to the standards embodied in the
Dunkel Draft by adopting them as the basis for the reform of domestic law. Australia
therefore undertook reviews of its copyright, patent, trade-marks and designs
legislation with a view to ensuring its compliance with international standards. For
example, the Working Party appointed in 1989 to review the Australian trade-marks
legislation proceeded in light of the fact that substantial changes would be required in
order to bring Australian trade-mark law into conformity with the standards
expressed in the Draft Agreement. ™

Subsequently, as a signatory to the Final Act, Australia has responded swiftly and
decisively to implement its international obligations under the Agreement on Trips.
Article 1 of the Agreement imposes an obligation on Member States to give effect to
the provisions of the Agreement in their domesticlaw. When Article 1 is read together
with Articles 3 and 4, requiring Members to accord national treatment and MFN
treatment respectively, a material reciprocity comes into play which requires
Australia to provide the foreign nationals of Member States minimum standards of
protection if it, in turn, wishes to demand the same for its nationals in markets
overseas. The process of ratification including preparation of the necessary
implementing legislation must be completed by 1 January 1995, at which time the
WTO is due to enter into force. Australia, as a developed nation, will then haveone
year within which the required legislation must enter into force.'®

In keeping with the demand for increased protection, the changes that will be
necessary to Australian legislation broadly have the effect of enhancing the rights of
the proprietor, increasing the availability of intellectual property rights and
strengthening those rights against infringement, crosion or extinction. The changes
and amendments necessary to ratify the Agreement by the target date are under way at

' Australia was one of one hundred and cight countries to sign the Final Act of the Urnguay Round on
15 APrii 1994 in Marrakesh: Garr Focus, No. 107, May 1994, at 16.

7 Working Party to Review the Trade Marks Legislation, Recommended Changes to the Ausivalian Trade Marks
Legislation; The Economics of Patents; Designs; supra, footnote 13.

™ Trivs Agreement, Article 65(1): thus, it is anticipated that the Draft Trade Marks Bill will enter into force
by July 1995,
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present. The implementation of the Agreement requires changes, in some cases
substantial changes, to patent, copyright and trade-mark legislation. In the area of
patents, compliance with Article 33 of the Agreement requires that the present term of
sixteen years for a standard patent be extended to twenty years.'™ In the area of
copyright, compliance with Articles 11 and 14 requires amending the Copyright Act
1968 in order to provide the owners of copyright in software, cinematographic works
and sound recordings, with the right to authorize the commercial rental of their works
to the public, whether as originals or copies. Further, in conformity with Article 14(1)
and (5), amendments are required to extend the term of protection available to
performers from twenty to fifty years, and to grant performer’s rights in respect of
existing and future unauthorized recordings where the performances recorded are
protected in their country of origin." Finally, with respect to the seizure of suspect
pirated goods by customs authorities, in compliance with the broader definition of
“pirated copyright goods” in Article 51 of the Agreement, Section 135 of the
Copyright Act requires amendment in order to remove the limitation on the
Comptroller-General to seize only printed copies of works alleged to infringe, so that
Customs may seize “any goods which are copies made without the consent of the
right-holder”.

The amendments necessary in order for Australia to comply with its obligations
under Articles 15 to 21 are to take the form of a new Trade Marks Act. In the first
place, the Trade Marks Bill 1994 provides a more generous definition of trade mark,
which will have the effect of increasing the number of marks eligible for
registration.””’  Secondly, a considerable relaxation of the requirements for
registrability will entitle more marks to the benefits of registration. Thirdly, a broader
test of infringement than now exists in Section 62 of the current Trade Marks Act 1955
will extent the rights of the registered owner to prevent the unauthorized use of an
identical or similar mark for goods or services which are not only identical, but also
similar to those in respect of which the trade mark is registered.'” Moreover, in
compliance with Article 16(2) and (3) of the Agreement, the Bill provides well-known
marks with additional protection by prohibiting their unauthorized use in relation to
dissimilar or unrelated goods or services.

With respect to geographical indications, under current Australian law an
interested party may sue a misleading user in tort for “passing off” or for breaches of
the consumer protection provisions of the Trade Practices Act 1974 and equivalent
state and territory legislation. Moreover, while the present Trade Marks Act 1955
prohibits the registration of a trade mark which is likely to mislead or cause confusion,

B T U,
* Section 67, Patents Act 1990; see also, with reference to the term of protection, The Economics of Patents,
mpm',t footnote 13, 50-51.
1994‘ The proposed changes are embodied in the Copyright Act {World Trade Organization Amendments)
N ' In conformity with Article 15(1), protectable subject-matter “inciudes the following or any combination
otthe following, namely, any letter, word, name, signature, numeral, device, brand, heading, label, ticker, shape,
COIO?{;, sound or aspect of packaging.”: Clause 5.

° Trade Marks Bill 1994, Article 16(1).
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in compliance with Article 22(3), the Trade Marks Bill expressly provides that"
registration may be refused or invalidated “if the trade mark consists wholly or
principally of'a sign thatis ordinarily used to indicate . . . [the] geographical origin . . . -
of the goods or services.”™™ In particular, as far as geographical indications for wines '
and spirits are concerned, Australia has begun a process of reform which exceeds the -
requirements of Article 23, The Australian Wine and Brandy Corporation
Amendment Act 1993 establishes a Register of Protected Names which contains a part
for geographical indications in respect of wines manufactured in, inter alia, an EC
country. The Amendment Act prohibits the use of registered geographical indications :
otherwise than in respect of wines produced in the area indicated and provides
criminal sanctions against their misleading use. European geographical indications
such as Beaujolais or Chianti, which are in generic use in Australia, are to be phased
out gradually. :

The Trirs Agreement will, therefore, have a considerable impact bothin terms of
commercial practice and in terms of its economic impact on providing a2 more secure
environment for trade and investment. Although over the past five years, Australia
has seen some improvement in intellectual property protection in the Asian region,
reform has been selective. The Agreement on Trips will provide a real benefit to
Australia in terms of bringing its trading partners in Asia under an international
obligation to enact minimum standards for the protection and enforcement of
intellectual property rights.™

" Trade Marks Bill 1994, Clause 41(1){a). ' 7
¥ Fuarther, see C. Arup, The Prospective Gart Agreement for Intellectual Property Protection, 4 AYP], 1993,
at 185-6.




