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ABSTRACT

This paper examines the impact of the Agreement on Trade-Related Aspects of
Intellectual Property Rights (TRIPS Agreement) on domestic control. The paper explains
why intellectualproperty became part of the global trade agenda. The author considers
arguments both for and against stronger global protection for intellectual property rights.
Through analysis of the World Trade Organization (WTO) cases on the TRIPS
Agreement, the author argues that the TRIPS Agreement has effectively removed from
WTO Member states control over their intellectual property regimes. The author focuses
on the negative impact that a rigid application of the TRIPS Agreement is likely to have
on developing countries.

Cetartic1e examine l'impact de l'Accord sur les aspects des droits de propriété
intellectuelle qui touchent au commerce (Accord de l'ADPIC) sur le contrôle domestique
des États membres de l' OMC. L'article examine les raisons pour lesquelles la protection
des propriétés intellectuelles est devenue une partie intégrante du commerce
international. L'auteur discute les argumentations pour et contre la protection accrue des
propriétés intellectuelles sur le plan mondial. Par une anallyse des différends concernant
l'Accord de l'ADPIC, l'auteur conclue que l'Accord de l'ADPIC a eu l'effet de
démunir les États membres de l' OMC de la capacité à contrôler leurs régimes de
protection des propriétés intellectuelles. Dans cette analyse, l'auteur met l'accent sur les
effets negatifs qu'une application rigide de l'Accord de l'ADPIC pourrait avoir sur les
pays en voie de développement.
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INTRODUCTION

For several decades govemments and international corporations focused on policies regarding

trade and investment in physical goods. It is now a widely held view that technology and know­

how are essential to economic growth and development. As the current rate of technological

change madebusinesses more aware of the need to ensure retums on their investments in

research and development by protecting their rights in the products they create, l the protection of

new technologies and other intellectual goods became part of the international trade agenda. The

growing globaldeniand for intellectual property protection is evidenced by the doubling of the

number of applications and grants for various forms of intellectual property between 1981 and

1995.2

The Uruguay Round negotiations .on the General Agreement on Tariffs and Trade [hereinafter

"GATT"]3began inSeptember 1986 in Punta deI Este, Uruguay and concluded on April 15,

1994 in Marrakesh, Morocco. These negotiations resulted in the creation of the. World Trade

Organization [hereinafter "WTO"]· and the first international agreement to establish legally

enforceable minimum standards for the protection of intellectual property. The Agreement on

the Trade Related Aspects ofIntellectual Property Rights4 [hereinafter "TRIPS" or "the TRIPS

Agreement"], an annex to the Agreement Establishing the World Trade Organization5

[hereinafter "the WTO Agreement"] has been described as one of the most significant

achievements ofthe Uruguay Round negotiations.6

1 A.Posnick "Foreword" in F. W. Rushing & c.G. Brown eds., Intellectual Property Rights in Science, Technology
andEconomic Performance{Boulder: Westview Press, 1990)·1.
2 C.A. Primo Braga, C. Fink, C. Paz Sepulveda, Intellectual Property Rights and Economie Development World
Bank Discussion Paper No. 412, (Washington: InternationalBank for Reconstruction and Development/The World
Bank, 2000) [hereinafter WorldBank Paper No. 412] at 23 .. From 1981 to 1995, thenumber oftradernarks granted
globally more than doubled, the number ofpatents granted doubled, and the number of industrial designs and utility
modelsalso increased.
3 Cano T.S. 1947 No. 27.
4 AgreementEstablishing the World Trade Organization, Annex 1 C, Marrakesh, 15 April 1994, 33 LLM. 81
[hereinafterTRlPS] .
5 Marrakesh, 15 A.prilI994,33 LL.M. 13.
6 A. Moncayo von Hase, "The Application and Interpretation of the Agreements on Trade-Related Aspects of
IntellectnalProperty Rights", in C. M. Correa & A. A. Yusufeds., Intellectual Property and International Trade:
The TRIPS Agreement, (London: Kluwer Law International, 1998) 93 at 93.
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This paper will provide an analysis of the impact of the TRIPS Agreement on WTO Members.

The author will focus on the ability of Member states to design domestic intellectual property

regimes to suit their needs and their level of economic development. Absent the TRIPS

Agreement, every state would have the independence to determine the extent to which it would

protect intellectual property rights. However, the TRIPS Agreement has created broad

protections for intel1ectual property rights, which are legally enforceable through the use of the

WTO dispute seUlement mechanism. Prior to TRIPS, industrialized nations differed on what

they considered adequate levels of protection. They also differed on what were the most

beneficial regimes for theireconomies, and more recently on how best to implement the TRIPS

Agreement. Such differences are exemplified by the fact that Canada, an industrialized country,

recently found itself in the position of defending its intellectual property laws before the WTO in

cases brought by the United States and the European Communities.

Although the questions relating to the level and extent of intellectual property protection are not

clearly divided in terms of North (the technologically advanced or industrialized world) and

South (the developing world), the developing world has been more resistant to the concept of

strong international intellectual property rights thanhave the industrialized countries.7 Overall,

the less developed countries have less stringent protection for intellectual property than do the

industrializedcountries. This is partly because the benefits of strong intellectual property

protection only increase as a country develops domestic industries. 8 This paper will, while

addressing these questions more generally, focus on issues of particular relevance to the

developing world.

Tt may be too late to consider whether TRIPS is appropriate for aIl nations, given that most

countries in the world have already signed the Agreement and it will be difficult to tum back.

The challenge is to examine the likely impact of the implementation of TRIPS on developing

countries, and toconsider whether there is a valid argument for the differential application of

7 C.A. Primo Braga, "The North-South Debate on Intellectual Property Rights", in M. G. Smith ed., Global Rivalry
and lntellectual Property: Developing Canadian Strategies (Toronto: Institute for Research on Public Policy, 1991)
173 at 173.
8 Ibid. at 177.
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TRIPS to developing nations. The fundamental question this writer seeks to address is whether it

is necessary for the entire world to operate from a single paradigm. After all, the application of

TRIPS is a question of the application of internationallaw. Arguably, no one state or small

group of states should determine the international standard, as has largely been the case with

TRIPS. Though consistency and harmonization may be desirable, exceptions have already been

made for developing countries to take into account their different circumstances. This is neither

unusual, nor irrational - in fact it is perfectly logical to treat various countries differently,

depending on their stage of economic, political and social development. Since the WTO

Member states have achieved various levels of economic development, with huge gaps between

the most developed and the least developed countries, the impact ofTRIPS on these countries

will be different. This paper seeks to provide a legal analysis of TRIPS, the WTO cases on

TRIPS, and the potential impact of this significant intellectual property agreement on domestic

control.

In the first chapter of the paper, the underlying theories for the protection of intellectual property

will be discussed. The second chapter will explain the international context that led to the union

between international trade and intellectual property. In the third chapter of this paper, the

author will provide an analysis of the decided WTO cases on the TRIPS Agreement. Finally, in

the fourth chapter, the author will consider the advantages and disadvantagesof stronger

intellectual property protection for developing countries. This author argues that when

interpreting TRIPS, particularly as it applies to developing countries, the WTO should not

interpret the TRIPS obligations broadly while according the exceptions in the TRIPS Agreement

a strict and narrow interpretation.

In this paper, the author will seek to demonstrate that whether or not strong protection for

intellectual property rights is beneficial for a country depends on the country's level of economic

development. The TRIPS Agreement is the result of efforts to protect the interests of

industria1Ïzed countries, primarily the United States. Although it has been suggested that it is in

the interest of developing countries to protect intellectual property rights, there is little or no

empirical evidence to support thisproposition. To the contrary, a historical analysis reveals that

during the early stages oftheir development, many states utilized weak intellectual property laws



7

to their advantage. In order to develop a technological base, it is essential for developing

countries to obtain new technologies at a low cost. Thus, an inflexible interpretation of the

TRIPS Agreement is likely to hinder the technological and economic advancement of these

countries.

This author will argue that the economic and technological development of the less developed

countries is advantageous for aIl states. Presently, most citizens of deve10ping countries are

unable to afford expensive products that are protected by intellectual property rights. However,

as the average income rises in developing countries, industrialized countries will have additional

markets to which they can export their intellectual goods. In addition, the paper will point out

problems related to the monitoring and enforcement of TRIPS, the dangers of over-protecting

intellectual property, and the controversy surrounding the use of genetic resources and traditional

knowledge. Moreover, this writer will argue that in order to ensure the legitimacy of TRIPS, it is

critical for important societal interests to be taken into consideration when interpreting and

applying the Agreement. The recent rise in anti-globalization sentiment is evident from the large

protests in various cities since 1999, including Seattle, Vancouver and. Genoa. A rigid

application of TRIPS could be seen by sorne as undermining democracy. This could have the

detrimental effect ofundermining the TRIPS Agreement and perhaps even the WTO itself.
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CHAPTER 1

THE THEORETICAL FRAMEWORK

Traditional Justifications for the Protection of Intellectual Properly

The reference to property as a bundle of rights reflects the fundamental concept that property is a

right rather than a thing. That is, property is a bundle of rights that can be enforced against

others.9 Though general theories of property may or may not be applicable to aIl forms of

property, intellectual property rights, like other forms ofproperty rights, create relations between

individuals. IO The distinctive characteristic of intellectual property rights is that they create

rights in the abstract.11

The term "intellectual property" refers to a wide range of rights which do not necessarily have

much in common except that they aIl create property rights in the products of intellectual effort.

Intellectual and industrial property rights [hereinafter "intellectual property" or "IPRs"]

encompass patents, utility models, industrial designs, trademarks, geographical indications,

copyright and neighboring rights and trade secrets. Intellectual property rights in the context of

the TRIPS Agreement include protection for copyright and related rights, trademarks,

geographical indications, industrial designs, patents, integrated circuit topographies and

undisclosed information or trade secrets. 12 However, this paper will focus primarily on the major

areas of intellectual property protection: patents, copyright and trademark. 13

9 B. Ziff, Principles ofProperty Law 2nd ed., (Scarborough: Carswell, 1996) at 2.
10 P. Drahos, A Philosophy ofIntellectual Property (Aldershot: Dartmouth Publishing Co., 1996) at 1.
!lIbid.
12 TRIPS, supra note 4, Article 1.2.
13 Patent rights give the owner of the patent the exclusive right to make commercial use of inventions. An invention
must meet a novelty requirement and must have potential for commercial exploitation in order to be patentable.
Utility models or utilitypatents are c10sely related to patents but offer a lesser form ofprotection for newcreations.
There is .also a nove1ty requirement that must be met, but the criteria are less stringent than the criteria for a patent.
Utility mode1s are generally used to protect incremental innovations and the term of protection is shorter than that
for patents. Trademarks protect words, symbols, signs or sounds that identify a product as originatingfrom a
particular producer. Trademark protection can continue as long as the trademark is in use. Similarto trademarks,
geographical indications serve to identify the geographical regions from which anitem originates. Copyright
protects the musical, artistic or literary creations of an author. This protection arises immediately upon the creation
of a work and usually lasts for a minimum term of the life ofthe authorplus 50 years; and neighbouring rights are
c10sely related to copyright but protect the interests of performers,broadcasting companies, and music producers.



9

When one considers the justification for private property, that is the theoretical justifications for

the dwnership of physical goods, it is apparent that the conception of Southern countries is

historically different from Western conceptions ofproperty. Even whenWestern countries had

weIl developed regimes for protecting physical property, they had not yet developed strong legal

regimes for the protection of intellectual property.14 Though international agreements for the

protection of intellectualproperty date back to 1883, il is only recently thatthe protection of

intellectuai property.and the hannonization of international standards have become a significant

part of the international agenda. Arguably, many developing countries have not yet fully

accepted the notion of protection for .individual physical.property, much less the concept of

abstract private property rights.

There are various theories that support the existence of rights in intel1ectual creations. These

philosophies in support of intellectual property rights range .from moral justifications to

economic ones. However, the notion that intellectuai creations should be protected is not

universal1y accepted. Thus, there is much debate over whether intel1ectual property rights are

beneficial to society and the extent to which they should be protected or limited. 15

Natural Law Theories

Private property rights, of which intellectuai property Tights are one form, are sometimes

justified asbeing related to the moral development of human beings. 16 According to Hegelian

theory, for example, property is essential to the development of human will and the

transformation ofhuman beings into moral andpolitical persons. 17

"Right tothe Fruit ofOne's Labour"

Justificati()llofprivate property based on Locke's theory holds that each person is entitled to the

fruits of his or her labour. According to Locke, in the state of nature, aIl property is held in

14 A private property regime, in the form of tenurial1andho1ding systems existed in Eng1and and other parts of
Europe prior to the Norman Conquest in 1066. See B. Ziff, supra note 9atSO. Though the European concept of
rewarding inventors canbe tracedback to 400 B.e (Wor1d BankPaperNo. 412, supra note 2 at 9), the fIrst modem
British copyright law, forexamp1e, was enacted in 1710 (Bettig, infra note 18 at 23).
15 Wor1d BankDiscussionPaper No. 412, supra note 2 at 9.
16 Ziff, supra note 9 at 24.
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common, but since everyone owns their own person each individual also has a right to his or her

labour. Once an individual uses ms effort to create something :from the common, he mixes his

labour with the material world wmch then entitles mm to claim rights over that particular

material.18 The limitation is that one cannot claim more than one can make use of, nor should

one take so much that there will be little or nothing left for others. 19 A variation on tms concept

is that it is fair to reward the labourer for his hard work, and to award mm ms "just desserts".20

However, it is debatable whether Locke's labour theoryextends to intellectual creations and

intangible goods in the same way it applied to tangible goods.21

Instrumentalist Theories

Penrose argued that although attempts were made to justify the patent system by using natural or

moral rights theories, the origins of the patent system were clearlyeconomic.22 mstrumentalist

theories justify private property as promoting economic efficiencyP Likewise, the protection of

intellectual property is justified as stimulating economic ,growth and development. The theory is

that if owners of intellectual property cannot exclude others :from making use of their creations,

they will suffer a loss of revenues and therefore beless able and less willing to produce new

intellectual products.24 Protecting intellectual property rights provides an incentive for further

innovation and a method forensuring that innovators are able to recover their costs. Patents and

copyrights are also intended to function as a means for disseminating information to the public

and to increasethepublic pool ofknowledge and the sharing ofideas.25

Discussions ofpatent law, for example, :frequently turn to economic analysis. Patent protection

is considered essential for certain industries. For instance, in the pharmaceutical industry patent

17 Ibid at 24;See Hegel's Philosophy ofRight, Translated with Notes by TM. Knox, (London: Clarendon Press,
1952).
18J. Locke, Two Treatises ofGovernment, ACritica1 Edition with an Introduction and Apparatus Criticus 2nd ed. by
Peter Laslett (London: Cambridge University Press, 1967), Second Treatise at paras. 27-30; R.Y. Bettig,
Copyrighting Culture: The Politieal Economy ofIntelleetual Property (Boulder: Westview Press, 1996) at 19.
19J. Locke,Ibid at para. 31.
20 Ziff, supra note 9 at 31.
21 Bettig, supra note 18 at 19.
22E. Penrose, The Economies ofthe International Patent System, (Baltimore: Johns Hopkins Pess, 1951) at 233.
23 Ziff, supra note 9at 10.
24 Bettig, supra note 18 at 80.
25 D. Vaver, Intelleetual Property Law (Concord: Irwin Law, 1997)at 7.
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protection is seen as necessary in order toallow the company that createdthe product to recoup

its investment in research and development [hereinafter "R&D"]. Though a pharmaceutical

company may spend millions of dollars in R&D to create a product and obtain approval to sell it

on the open market, once the product has been invented the pharmaceutical compound can be

easily reproduced by othercompanies in the absence of adequate intellectual property

protection.26 Likewise, patent protection is important for the chemical and agriculturalresearch

industries. However, many other industries do not find patent protection as important as entering

the market before one's competitors?7

Limitations/Shortcomings of/ntellectual Property Protection

Though intellectual property rights provide sorne form of guarantee for the investor who risks his

capital in order to create or promote the intellectual property, it is not clear that copyright

protection, for example, creates an incentive for the author of the work to actually create.

Human creativity could be the natural result of human productivity, a desire tocontribute to

society or various cultural activities, for example. 28 The reality is that it is often not the author or

the inventor to whom the intellectual property right belongs, but rather the firm for which the

individual works or the company with which the creator has contracted that owns the right.29 It

has been suggested that many Westem copyright laws, and particularly those of the United

States, the United Kingdom and the Commonwealth were historically not concemed with the

rights of the author. Rather, the real focus of such laws has been to reward theentrepreneur who

invests time and money to exploit the work. This is evidenced, it is argued, by the significantly

higher percentage of royalties that accrues to the entrepreneur (the publisher forexample) as

comparedto the author ofthe work.30

Whilepatents require disclosure of the know-how, the protection of confidential information and

trade secrets has been criticized as lackingany consideration of whether the protection of such

26 World Bank Discussion Paper No. 412, supra note 2 at 28.
27 R. Mazzoleni & R.N.Nelson, "The Benefits and Costs of Stronger Patent Protection: A contribution to the CUITent
debate." Research Policy (1998) 27: 273-84.
28 Bettig, supra note 18 at 104.
29 D. Vaver, supra note 25 at Il.
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inforrnationis more heneficial tothe puhlic if disdosed.31 Moreover, it has heen pointed out that

though intellectual property is credited for encouraging innovation, there was much creative

activity hefore such laws were estahlished andenforced. Professor Vaver points out that the

length oftime hetween the 1624 Statutc ofMonopolies and the arrivaI of the industrialrevolution

in England more than a century later suggests a lack of cause and effect hetween intellectual

property rights and inventiveness.32 Moreover, most intellectual property rights are for

incremental advances as compared to the puhlic knowledge on which these developments are

hased.33

Though modem society operates from the premise that one has a right toprivate property, sorne

caution that the moral justification of private property has always heen prohlematic for

philosophers?4 While private property may seem natural, it is actually a social construct which

can he criticized as much as it can he justified.35 For example, it has heen pointed out that there

is no reason in nature or in naturallaw why any individual should have private property rights in

a specifie piece ofland, particularly ifGod gave the earthto allpersons to share in common.36

Professor Drahos37 cautions that while there are good justifications for private property rights,

intellectual property rights run the risk of stimulating patterns of organization that threaten

negative liherty. He characterizes IPRs as "liherty-intruding privileges of a special kind," which

can promote "dangerous levels ofprivate power" and argues that their scope shouldtherefore he

limited?8 The existence of competition law, or anti-trust law as it is called in the United States,

reflects a recognition that while limited monopolies in the form of intellectual property may he

desirahle, there must he limits to the scope of these rights. Private property reflects a

competition for control over ohjects, whether ahstract or otherwise, that people may need or want

30 M.D.Pendleton, Intellectual Property Law in the People's Republic ofChina (Singapore: Butterworths, 1986) at
40
31 D. Vaver, supranote 25 at 7.
32 Ibid at 7-8.
33 Ibid at8.
34 Ziff, supra note 9 at l.
35 Ibid at 9.
36 P. Drahos, supra note 10 at 3.
37Professor oftaw, Australian National University, Faculty of Law.
38 Drahos, supra note 10 at 5.
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and upon which they may depend for their survival. Once this is acknowledged, it becomes clear

why state sanctioned IPRs must be carefully considered in light of other relevant interests.39

These rights can have a detrimental effect if ownership becomes concentrated or when these

rights make it difficult forothers to make use of the goods for further innovation or other

pm-poses. Intellectual property rights can encourage a tendency towards concentration. This is

due to factors such as economies ofscale and IP-based control of derivative products.40

In addition, there are computer and Internet-related arguments against the protection of

intellectual property. There are various organizations that advocate the unrestricted sharing of

information on the Internet and the free distribution of software.41 Sorne makers of computer

software, such as Linux, for example, promote sharing computer programs rather than protecting

them with IPRs. As such, in the software industry one can not only purchase software but also

make use of "freeware" and "shareware". It is argued that free reproduction of a good can

actually increase its popularity and its ultimate market value. For example, one writer suggests

that there may be a positive connection between the extent to which software is pirated and its

level of commercial success. When software is broadly pirated, it becomes the standard and

benefits from increasing retums because people are more familiar with it than with other

software.42 A quote from Thomas Jefferson, making the case against the protection ofideas and

concluding that "inventions then cannot, in nature, be a subject of property" is cited as support

for the case against intel1ectual property.43 Rather, it is natural that ideas should be freely shared

for the moral and mutual1y beneficial improvement of the human condition.44

There are many different economic approaches which, with respect to the economic justifications

of intellectual property, must ultimately result in a cost-benefit analysis of intellectual property

39 Ibid at 4.
40 Bettig, supra note 18 at 103. Bettig makes this analysis with respect to copyright but ît is equally applicable to
otherform of intellectua1 property.
41For example, the Electronîc Frontier Foundation argues against the use ofIPRs on the Internet. See www.eff.org
42 1.P. Barlow, "The Economy ofIdeas: A Framework for Patents and Copyrights in the Digital Age (Everything
You Know About Intellectual Property is Wrong" at section III: online at <http://www.eff.org/café/barlow.htrnl>
(dateaccessed: 2 July 2001).
43 Thomas Jefferson as cited by lP. Barlow in The Economy ofIdeas, Ibid.
44 Ibid.
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rightS.45 Deciding on the extent to which intel1ectual property rights should be protected requires

careful consideration. There are social costs to the overprotection of intellectmil property, such

as deterring others from engaging in activities which would otherwise be desirable.46 The social

contract approach to patent law views patentees as not only obtaining a right but also as having

an obligation to the public. Historically, patents were seen in a contractual light, as bargains

between the stateand the inventor.• The inventor's limited monopoly is conditional upon certain

factors, including the obligation to fully disclose the invention.47

Cultural Factors: Communal Property

Today, the existence ofcommunal property is not unknown in various parts of the world.48 When

there is ashared right to use without the ability to exclude others, this is referred to as common

property. Sorne cultures have forms of communal or collective ownership where the community

as a group shares a collective interest in the property.49 While this may mean a rightto exclude

others from making use of the property, and therefore differ from the purest form of common

property,50 it may not have been historically conceived as excluding others. For example, in

sorne instances a certain item of property may be available for universal use, that is you can use

the boat tocross the river as long as you leave it for the next person, regardless of YOUf status as

a member or non-member of a particular community.51

Cultural Factors: The Chinese Example

Ithas been asserted that, in part because of the Chinese political culture, China did not develop a

sustained indigenous· regime for the protection of intellectual property.52 In addition, it has been

suggested that the attempts to introduce Westem intellectual property law into China have not

45 Drahos, supra note 10 at 6-7.
46 Vaver, supra note 25 at 11.
47 Ibid. at 12.
48 M. C. Howard, Contemporary Cultural Anthropology 5th ed. (New York: Harper Collins, 1996) at 109
49 Ziff, supra note 9 at 7.
50 Ibid.
51 Such practices are not uncommon in certainWest African countries forexample.
52 W.P. Alford, To Steal a Book is an Elegant Offense: Intellectual Property Law in Chinese Civilization
(Stanford: Stanford University Press, 1995) at 2.
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been completely successful because of the failure to consider the relevance of Westem models of

intellectuai property protection for China.53

HistoricaIly, the Chinese made efforts to prevent the unauthorized reproduction of certain

documents. For example, at different periods of time before the twentieth century, it was

prohibited to reproduce items such as calendars, almanacs, astronomical charts, Chinese c1assics,

and official histories without authorization. However, other works were not protected from

unauthorized reproduction. Though the Chinese state was involved to some extent in overseeing

matters of commerce and industry, it did not develop any formaI centralized legal system for the

protection of inventions nor for trademarks prior to the twentieth century. Nonetheless, efforts

were made, through various mechanisms, to proiect marks associated with particular wares, and

the use ofcertain official or royal symbols was prohibited.54

Bythe seventeenth and eighteenth century, the concept that authors and inventors had a

proprietary right in their inventions had developed in Europe. There was no parallel

development in China at that time.55 It is argued that this was because of the dominant Confucian

vision of the nature of civilization and the role played by a shared past. Knowledge of the past

functioned as an instrument for moral development and as a method for measuring relationships,

which made it crucial that an Chinese have broad access to such knowledge. Therefore, the role

of the past was inconsistent with concept of the fruits of intellectuai efforts as privateproperty.56

As weIl, Chinese civilization emphasized the community rather than the individual. The

protection of individual property rights in intellectuai creations was therefore not weIl suited to

Chinese culture.57 It was not uncommon for one to reproduce or imitate the works ofhighly

regarded artists from the past as part of one's own artistic work. 58

53 Ibid.
54 Ibid. at 15-16.

55 G. Lara, "The Piracy of American Films ID China: Why the U.S. Art Form is not Protected by Copyright Laws ID
the People's Republic of China" (97/98) 2 DCLA J. Int'l L. & For. Aff. 343at 344-345.
56 Alford, supra note 32 at 18-20.
57G. Lara, supra note 55 at 345.
58 Alford, supra note 32 at 27-29.
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Early 2üth century attempts to implant modem intellectual property law in China were not very

successful.59 This was partlybecause it was not clear how intellectual property rights such as

patent rights, for example, which were without precedent in China, could successfully become

part of Chinese cultural and legal norms. In the area of copyright law, for instance, the focus of

the Chinese govemment was the use of copyright as a method for controlling ideas and

maintaining order rather than protecting private property interests. 60 Piracy remainsa significant

problem for U.S. firms operating in China.61

59 Though China was party to both the Berne Convention and the Paris Convention, the government resisted
pressure to împlement its treaty obligations. See Alford, Ibid. at 41-42.
60 N. Zhang, "Intellectual Property Law in China: Basic Policy and New Developments" (1997) 4 Ann. Sury. Int'l &
Comp. L. 1 at 7; G. Lara, supra note 55 at 344-345.
61 W.M.Morrison, "IB91121 U.S.- China Trade Issues," CRS Issue Brieffor Congress, online: National Council for
Science and the Environment, Foreign Affairs, Defence and Trade Division <http://www.cnie.org/nle/econ­
35.htm1#_1_9> (date accessed: llAugust 2001).
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CHAPTER Il

INTERNATIONAL INTELLECTUAL PROPERTY LAW BEFORE TRIPS

The two main international conventions which address intellectual property rights are the Paris

Convention for the Protection of Industrial Property62 and the Berne Convention for the

Protection ofLiterary and Artistic Works. 63

The Paris Convention

This is the prihcipal international convention on patents, trademarks, and other industrial

property. It wasestablished in 1883 and has 162 signatories. The Paris Convention is a

comprehensive treaty which is administered by World Intellectua1 Property Organization

[hereinafter "WIPO"]. This convention protects "industrial property" which "has as its object

patents, utility models, industrial designs, trademarks, service marks, trade names, indications of

source or appellations of origin, and the repression of unfaircompetition.,,64 The national

treatment principle is a key e1ement of the Paris Convention.65 National treatment requires that

nationals of foreign countries receive the same treatment as nationals of the jurisdiction at issue.

The Berne Convention

The Berne Convention, established in 1885, sets minimum standards for authors'rights. Like the

Paris Convention, the Berne Convention is administered by WIPO and is also based on the

concept of national treatment.66 The minimum term of copyright protection for member states is

the life ofthe author plus 50 years. The Berne Convention requires that member states recognize

authors' moralrights in their works. This refers to the right of an author to be named as author of

the work or to keep his name confidential and to object to any modification or distortion of the

work that would beprejudicial to his honor or reputation.67

6220 March 1883, 828 U.N.T.S. 107 [hereinafter Paris Convention].
63 9 September 1886, 828 U.N.T.S. 221 [hereinafter Berne Convention].
64Paris Convention, supra note 62, Article 1, para. 2.
65 M.J. Trebilcock & R. Howse, The Regulation ofInternational Trade, 2nd ed. (London: Routledge, 1999) at 13
66 Gutterman & An.derson, Intellectual Property in Global Markets: A Guide for Foreign Lawyers and Managers
(London: Kluwer Law International, 1997) at 12.
67 Berne Convention, supra note 63, Article 6Bis.



18

Under the Convention, authors and other copyright holders shall be granted exclusive rights to

reproduce the work, subject to national legislative exceptions which do not prejudice the

legitimate interests of the author. They shall also be granted exclusive right to control translation

of the work; and exclusive rights with respect to public performance and broadcasting, subject to

nationallegislation with respect to how such rights may be exercised. As well, copyright holders

shall be given exclusive rights .over the adaptation of the work, including rights to

cinematographic adaptations. Distribution and rentaI rights are not covered under the Berne

Convention.68

TRADE, INTELLECTUAL PROPERTY & NORTH-SOUTH RELATIaNS

Haw Intel1ectual Praperty Became Partaf the Trade Agenda

The GATT, negotiated in 1947, was intended as a provisional arrangement among the world's

major trading partners as a prelude to the creation of the International Trade Organization.

However, GATT became the permanent institutional basis for the international trading regime.69

Subject to qualification, intellectual property is exempt from the basic trade obligations of the

GATT by virtue of Article XX of the GATT.7û However, In 1994, the Uruguay Round

Negotiations on the GATT led to the creation of the World Trade Organization as the

international body responsible for regulating international trade, and the conclusion of the TRIPS

Agreement. TRIPS is the first multilateral trade-related intellectual property agreement.

Prior to the TRIPS Agreement, international conventions on intellectual property were not

related to trade or international business. However, protection for intellectual property rightshad

been incorporated into a trade agreement before the conclusion of the WTO Agreement and

TRIPS. Chapter 17 of the North American Free Trade Agreement ("NAFTA")71 established

certain minimum levels of protection for intellectual property rights in Canada, the United States,

68 Ibid., Articles 2, 11, llbis, lIter, 12,13,14.
69 Trebi1cock & Howse, supra note 65 at 21.
7°Ibid. at 312.
71 North American Pree Trade Agreement Between the Government ofCanada, the Government ofMexico, and the
Government ofthe United States, 17 December 1992, Can T.S. 1994 No.2 (entered into force 1 January 1994).



19

and Mexico.72 The NAFTA provisions on intellectual property dosely parallel the provisions of

the TRIPS Agreement.73 However, unlike the TRIPS Agreement, NAFTA does not provide any

specialized dispute settlement mechanism for intellectual property matters. TheEuropean

Community, by comparison, protects intel1ectual property rights under Community law through

'd' . 74vanous lrectlVes.

Globalization and Trade Liberalization

The premise berund international trading arrangements like the GATT is that trade liberalization

is economically. advantageous to the internationalcommunity. However, this was not always the

most commonly held view of international trade. This theory ofinternational trade has evolved

overtime.

Early mercantilist theories of trade were replaced over time by economic arguments in support of

free trade. Mercantilism requires close govemment involvement in the regulation of trade aimed

at maintaining a favourablebalance of trade through aggressive export and restrictive import

practices.75 Secondly, the mercantilist govemment role requires the promotion ofmanufacturing

at home rather than the importation of manufactured goods. Importation ofgoods was seen to

present the risk of stifling domestic industry andeliminating domestic employment. During the

latter half of the eighteenth century, the mercantilist theories of trade began to be discredited and

replaced by more economic theories of trade.76

In 1776, Adam Smith in The Wealth ofNations77 advanced the position that it is more logical to

import a commodity from a foreign nation that can produce it and supply it morecheaply than to

72 Attempts were made to include intellectuaLproperty rights into the United States-Canada Free Trade Agreement,
the predecessor to the NAFTA. These attempts, however, were unsuccessful. See N. Fyfe, "Agreements Not
Reached: Intellectua1 Property" in United States/Canada Free Trade Agreement: the Economie and Legal
Implications (Washington: ABA, .1988) 377 at 379-380.
73 At the time the NAFTAwas negotiated, a draftofthe TRIPS Agreement wasavai1ab1e and NAFTA negotiators
made use of the Uruguay Round drafts as precedents. See Jon R. Johnston, International Trade Law, (Concord:
Irwin Law, 1998)at 5 & 31 [hereinafter Trade Law].
74 See the Europa Homepage, on1ine: <http://europa.eu.int/eur-1ex/enilif/reg/enJegister_1nO.html>
75 Trebilcock & Howse, supra note 65 at 2.
76 Ibid.at 2.
77 A. Smith, An Inquiry into the Nature and Causes ofthe Wealth ofNations (New York: Random House, 1937) at
424-439,441-443.
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produce it domesticaIly. This provides the theoretical basis for international trade as it has

developed today. Smith argued that since tropical countries could produce tropical fruit more

cheaply than temperate countries, it made more sense for the countries with temperate c1imates

to purchase these items from the tropical countries. Likewise, since the more industrialized

countries could produce industrial equipment of better quality and at a lower cost than the

countries that were not industrialized, it made more sense for the latter to buy from the former. 78

Unlike the current paradigm of free trade, Smith's theory posited that unilateral trade

liberalization was beneficial, regardless of what other nations did.79 This theory was refined by

subsequent trade theories such as Ricardo's theory of Comparative Advantage and the

requirement for reciprocity. so The theory. of Comparative Advantage postulates that though one

nation may have an absolute advantage· over another in terms of the cost of production of a

certain good, international trade should take into account the comparative advantage of one
. h SInatIOn over anot er.

Though the mercantilist theory of trade may have been replaced as the leading theory of

international trade, it has not become irrelevant. It is often argued that the developing countries

need to develop their domestic industries by minimizing imports. As weIl, citizens of various

nations have recently expressed significant concern over increased trade liberalization, citing

factors such as the loss of domestic employment, or industry. Additionally, citizens have

protested the loss of govemment control and citizen influence over areas such as health and the

environment. The recent protests at various international meetings (i.e., Quebec City, Seattle and

Genoa) reflect a level of discontent withcurrent trade practices which is not insignificant.

Trade has been linked to intellectual property because of the notion that trade and investment are

most lucrative where propertyrights are respected, and that technological development will

78 Ibid.
79 Trebilcock & Howse, supra note 65 at 3.

saD. Ricardo, The Principles ofPolitical Economy and Taxation, with An Introduction by William Fellner
(Homewood: Irwin, 1963) at 69-78.
81 Trebilcock & Howse, supra note 65 at 3-7.
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flourish in countries that reward innovation.82 Advocates of trade liberalization argue that cross

border investment will be inhibited where a nations' domestic laws do not adequately protect the

intellectual property rights of investors from other nations. 83 Since the value of IPRs can be

diminished if they are not adequately enforced, weak protection is seen as underrnining free

trade. 84 Where it is possible to sell cheap imitation goods rather than the product available for

sale from the innovator, the intellectual property right of the innovator loses much of its

economic value. Without sufficient protection for IPRs, the innovator cannot recover the costs

ofR&D and will not benefit financial1y from trading in such an environment.

Furthermore, it is argued that Inadequate intellectual property protection has an adverse effect on

international trade because it inhibits innovation and Interferes with commitment to R&D,

thereby reducing the nuniber of innovative high quality goods available in the market.85

Differing national standards of intel1ectual property protection distort trade and investment since

producers of intellectual goods will be reluctant to trade in thesegoods with nations that do not

provide adequate protection.86 As such, protection of IPRs is seen as beneficial in stimulating

both exports and irnports.87

Stronger international protection for intellectual property rights was pursued because it was seen

by sorne nations as critical for the developrnent of new technologies and continued investrnent in

increasingly expensive R&D. While the cost of R&D increased and the cost of protecting

intellectual property rose, the cost of pirating intellectual goods decreased as access to video

cassette recorders, photocopiers and cornputers reduced the costs of reproduction.88 Stronger

82 A. Posnick, supra note 1 at 1.
83 Jon R. Johnston, The North American Free Trade Agreement: A Comprehensive Guide (Aurora: Canada Law
Book, 1994), at 423-24 [hereinafter Johnston, NAFTA].
84 A. D' Amato & D.E. Long eds., International Intellectual Property Law (London: Kluwer Law International,
1997) at 62.
85 Multilateral Trade Negotiations, The Uruguay Round MTN.GNGINH11/W/47, 25 October 1989, Submission
from Canada.
86 Ibid.
87 R. Rozek, "Protection of Intellectual Property Rights: Researchand Development Decisions and Economie
Growth" in F. W. Rushing & C. G. Brown eds., supra note 1,31 at 35.
88 D' Amato & Long, supra, note 84 at 66.
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global protection was viewed as necessary to enhance international distribution of intellectual

goods.89

Although international agreements on intellectual property existed pnor to TRIPS, these

agreements did not ensure any enforceable minimum international standards. Rather than

establish norms and standards, the pre-existing international treaties on intellectual property

sought to minimize differences between national intellectual property laws and practices.90 The

main principles in these agreements, national treatment and most-favoured nation non­

discrimination principles, can be inadequate in protecting intellectuai property rights because a

nation that treats foreigners in the same way that it treats its own nationals may nonetheless

provide insufficient protection for IPRS.91 TRIPS changes this situation by creating minimum

intellectual property standards for aIl WTO Members which are enforceable through a formaI

dispute resolution process.

The goal in developing TRIPS was to reach an agreement which would supplement existing

intellectual property law. There was substantial disagreement between nation states during the

negotiation of the TRIPS agreement, and in November 1991 many key issues had still not been

agreed upon.92 Advocates of a trade-related international agreement protecting intellectual

property had three major objectives. The first was to establish minimum standards of intellectual

property protection based •on the pre-existing principles of international intel1ectual property

treaties. The second objective was to institute mechanisms for effective enforcement of these

rights, and the third objective was to ensure a formaI dispute settlement mechanism.93 They were

eventuallysuccessful. TRIPS, which was finally concluded in April 1994, has been described as

"one of the most significant achievements of the Uruguay round of the General Agreement· on

89 R. B. Hardy, "Foreward" in Rushing & Brown eds., supra note 1 at 1.
90 T.L. McDorman, "Unilateralism (Section 301) to Multilateralism (GATT): Settlement ofInternational Intellectual
Property Disputes After the Uruguay Round" in International Trade and Intellectual Property: The Search for a
Balanced System (Boulder: Westview Press, 1994) at 121.
91 Ibid.
92 Gutterman & Anderson, supra note 66, at 17.
9', Johnston, NAFTA, supra note 83 at 430; See generally UNCTAD Secretariat, The TRIPS Agreement and
Developing Countries (New York: UNCTAD, 1996).



23

Tariffs and Trade ('GATT')".94 Since the standards adopted in the TRIPS Agreement are

predominantly those that were already in existence in the industrialized world, there is a heavy

onus on less developed nations to adapt their laws over time to provide the increased intellectual

property protection required by TRIPS.95

Intel1ectual property became an important issue in international trade discussions as the United

States and other industrialized nations faced increased competition from the newly industrialized

nations in Latin America and Asia over the past two decades.96 The developed nations had to

increasingly rely on their comparative advantage in the production of intel1ectual property as

manufacturing industries in developing countries grew and began to penetrate distant markets for

traditional industrial products.97 The industrialized nations, particularly the United States,

engaged in significant efforts to strengthen global protection for intellectual property in an

attempt to reduce global infringement of their intellectual goodS. 98 The financial losses to the

United States as result of piracy of intel1ectual products was estimated to exceed several billion

dollars per year. 99 These losses occurred even though the U.S. already had a weIl developed

regime for the protection of intellectual property which provided economic incentives to invest

in R&D and create innovative products. lOO As it sought to maintain its technological superiority,

the U.S. became an advocate for stronger global protection ofIPRs. 101

In an attempt to encourage developing countries to protect intellectual property, the issue of

global IPRs was addressed within the trade context. The leverage of those seeking to improve

international IPRs was that developing countries would likely protect intellectual property where

94 A. Moneayo von Hase, "The Application and Interpretation of the Agreements on Trade-Related Aspects of
Intellectual Property Rights", supra note 6 a(93.
95 Ibid.
96 Trebilcock & Howse, supra note 65 at 307.
97 J.H. Reiehman,"Universal Minimum Standards ofInteUeetual Property Protection under the TRIPS Component
of the WTO Agreement", in C. M. Correa & A. A. Yusuf eds., Intellectual Property and International Trade: The
TRIPS Agreement (London: Kluwer Law International, 1998) 21 at 23.
98 F.W. Rushing & c.G. Brown, "InteUeetual Property Rights in the 1990's: Problems and Solutions" in Rushing and
Brown eds., supra note l, 1 at 3.
99 Trebilcock & Howse, supra note 65 at 307; Sei Tech at 28.
100 E.S. Yambrusic, Trade-Based Approaches to the Protection ofIntellectual Property (New York: Oceana
Publications, 1992) at 3.
101 Ibid.
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they saw a need to do so in order to encourage foreign investment or to gain or maintain access

to markets ofthe industrialized world. 102

Unilateral American Efforts - Special 301

Since access by developing countries to the markets of developed nations could be used to

negotiate for stronger protection for intellectual property in the global market, the United States

opted for a trade-oriented approach to the protection of intellectual property.103 American efforts

have included both bilateral and multilateral negotiations as well as unilateral trade measures; 104

The American efforts resulted in the addition ofIPRs to the GATT agenda. lOS

The main statutory authority under which the U.S. may take retaliatory trade action against other

nations is section 301 of the Us. Trade Act 1974.106 The section 301 investigation may either be

requested by an interested party or initiated by the United States Trade Representative

[hereinafter"the U.S.T.R."]. If the U.S.T.R. determines that the foreign country is engaging in

unjustifiable practices, including the denial of American intellectual property rights, section 301

requires that retaliatory action be taken. Despite the existence of the GATT, the U.S. used

"Special 301" of the US. Trade Act 1974 on a number of occasions prior to the conclusion of

TRIPS. IO
? The "Special 301 "provisions require the U.S.T.R. to conduct a review at least

annually to identify those countries that deny adequate intellectual propertyrights to American

companies.Countries with the most egregious practices are designated as "priority foreign

countries" or placed on a "priority watch list" or a "watch list".108 Special 301 creates a direct

role for the American government in assessing the adequacy of foreign intel1ectual property

protection by requiring the U.S. trade office to monitor foreign intellectual property laws and

102 D' Amato & Long, supra at 43.
103 J.H. Reicbman, supra note X, p.23. See also Gadbaw & Richards eds., infra for an analysis of the advantages to
the United States intaking a trade-based approach to the protection of intellectualproperty.
J04 F.W. Rushing & CG. Brown, supra note 98 at 3.
JOsE. Mansfield, "Intellectual Property, Technology and Economie Growth" in Rushing and Brown eds, supra note
1,17 at29.
106 19 U.S.c. 2411.
107 asamendedby the Omnibus Trade and Competitiveness Act 1988.
108 Office of the United States Trade Representative, Fact Sheet: Monitoring and Enforcing Trade Lawsand
Agreements (May 2000) at 7, online: <http://www.ustr/gov/pdf/fact.pdf> (date accessed: 3 Jlll1e 2001 8:01)
[hereinafter 301 Fact Sheet].
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practices and report on them yearly to the D.S. Congress.109 These countries are then subject to a

section 301 investigation and can be subjected to section 301 retaliatory action. 11
0

Special 301 allows the D.S. to take unilateral action against nations that engage in what the US.

views as unfair trade practices, including the inadequate protection of American intellectual

property rights. Whether action is taken is determined on the basis of whether the offending

nation's intellectual property law and practices meet American standards, even. if the offending

nation is meeting TRIPS standards. 1
Il The "Super 301" provisions refer to an annual process in

which the US.T.R. identifies the foreign country practices which are ofprimary concern to the

D.S. and the elimination of which will significantly increase American exports.112 In addition,

the US. frequently initiates proceedings under section 337 of the Us. TariffAct 1930113 as a

method to protect D.S. IPRs. Section 337 allows the US. International Trade Commission to

ban the import and sale of goods that infringeon the rights ofholders ofUS. IPRS.114

The use of the Special 301 unilateral measure by the US. may undermine the GATT dispute

settlement process by enabling the D.S. to take action before a decision has been rendered and

irrespective of the results. 115 The use of Special 301 led to acomplaint in 1998 by the ED that

the US. is violating the GATT. On March 2, 1999, the Dispute Settlement Bodyestablished a

panel. 116 In 2000, however, the WTO panel held that the D.S. law was not inconsistent with

WTO mIes. The Panel report wasadopted by the dispute settlement body on January 27, 2000.

No appeal is being taken by the EU 117 Effectively, the apparent advantage smaller countries

109 McDorman, supra note 90 at 122.
IlOSection 301 ofthe 1974 TradeAct, online: <http://www.ita.doc.gov/legal/301.html>.
11l 301 FactSheet, supra note 108.
112 Ibid.
113 as am. 19 U.S. C. 1337.
114 Masterson, lT., Intellectuel! Property Rights: A Post Uruguay Round Overview (1998) 1 at 4, online: I.T.c.
Homepage <http://www.ita.doc.gov/legal/ipr.html>.
115 McDorman ,supra note 90 atl23.
116 World Trade Organization, Dispute Settlement Overview, United States - Sections 301-310 of the Trade Act
1974,complaint by the European Communities (WT/DS152/1), online: <http://www.wto.org> (date accessed 20
June 2001).
117 Officeofthe U.S. Trade Representative, Press Release, online: <http://www.ustr.gov> (date accessed 15 June
2001).
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may have had in being part of a multilateral trading regime such as the WTQ, rather than being

subjected to American use of Special 301, no longer exists.

In its 2000 Special 301 Report, the U.S.T.R. identified 59 countries as denying adequate and

effective protection of intellectual property rights to American businesses. l18 Sixteen trading

partners of the U.S. were p1aced on the Priority Watch list. These included Argentina, the

Dominican Republic, the European Union, Greece, Guatemala, India, Israel, Italy, Korea,

Malaysia, Pern, Poland, Russia, Turkey and Ukraine.11
9 Thirty-nine additional countries were

placed on the Watch List, including industria1ized countries such as Canada and Denmark. A

number of developing and newly industrializing countries were also placed on the list, including

Brazil, Chile, Colombia, Ecuador, Indonesia, Jamaica, Lebanon, Pakistan, Singapore, and

Taiwan. 120

The Relevance ofIntellectual Property for Global Markets.

The push for an international agreement to increase global protection of IPRs stemmed from the

reality that the increase of knowledge-based industries has changed the nature of competition and

international business. The cost of R&D of sorne forms of intellectual property has become

disproportionatelyhigher than it was in the past, while the ability to reproduce such intellectual

property without permission or remuneration to the holder of the intellectual property right has

become simpler. Thus, a knowledge-based economy depends on strong intellectual· property

laws and adequate enforcement ofthose laws. l2l

With increased international trade, producers of intellectual goods became more concerned about

obtaining the full economic value for their products. Since every nation has artists and

innovators who may benefiteconomically from the protection ofintellectual property, and since

producers of intellectual goods rnay suffer sorne degree of econornic harm when their creations

118 Office of the Unîted States Trade Representative, 2000 Special 301 Report at 1 (2000), on1ine:
<http://www.ustr.govlhtmllspecial.html> (date accessed: 10 June 2001) [hereinafter Specia1301 Report].
119 Ibid at 11-19.
120 Ibid at 11, 19-31.
121 M.P Ryan, "Markets, Institutions, Intellectua1 Property Rights and Deve10pment in a Know1edge-based Wor1d
Economy" in O. Lippert ed., Competitive Strategies for the Protection ofIntellectual Property (Vancouver: Fraser
Institute, 1999) 7 at 8.
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are used or reproduced without authorization, it is potentially in the interest of every nation to

protect intellectual property. 122 However, the reality is that there is an imbalance among nations

with respect to the amount of exportable intellectual creations they produce. For example, the

American motion picture industry generates global licensing revenues in excess of the world­

wide licensing income of aIl othercountries combined. Therefore, it is more economical for

certain countries, such as China for example, to tolerate the domestic reproduction of American

films without authorization in order to avoid the high cost ofpaying licensing fees. I23

It has been suggested that the countries which do not produce large amounts of exportable

intellectual goods may nonetheless benefit from stronger international IF laws for a number of

reasons. The inequalities may shift over time; that is, the countries that are not currently large

producers of intellectuai goods may increase their level of production over time. Moreover,

weaknesses in one area may be balanced by strengths in another area. For example, a country

that is not a major producer of pharmaceuticals may produce significant quantities of quality

literature or artwork. A further consideration for the "have-not" countries.is that they may suffer

retaliatory trade measures from countries whose intellectual products are being infringed upon. 124

Developing countries may also benefit from strengthened IF laws in terms of increased foreign

investment. Businesses based in industrialized countries tend to be reluctant to invest or to

engage in joint ventures in countries where their intellectuai property rights Can easily be

violated. 125 A 1997 study on the impact of patent protection on technology diffusion concludes

that the strength ofpatent rights affects the economic growth of a nation. The study suggests that

developing countries stand to benefit by implementing systems to protect intellectual property

because the result is an environment where investment, research and innovation can occur.

Where strong patent laws exist, a country is likely to attract both· human capital and financial

investment for R&D. Developing countries could thereby attract increased foreign investment

122 Robert M. Sherwood, "Intellectual Property: A Chïp Withheld in Error, " Competitive Strategies for the
Management oflntellectual Property, ed. Owen Lippert (Vancouver: the Fraser Institute, 1999) 73 at 76; D'Amato
at 12.
123 D' Amato & Long, supra note 84 at 2.
124 Ibid.
125 Ryan, supra note121 at 31.
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which could in tum stimulate a domestic research sector. 126 However, there is no concrete

evidence to suggest that this is an accurate assumption. 127 The involvement of multinational

companies in the developing world has not necessarily led to the creation of domestic industry

nor has it helped in the process of industrialization.128 It is more probable that foreign companies

will seek to maximize profits and to establish and maintain market dominance in developing

country markets.

Though it is argued that stronger patent protection is in the interests of the developing world, it is

also acknowledgedthat sorne countries depend on imitation for their livelihood and that it is

expensive to create an infrastructure for the protection of intellectuai property.129 Developing

countries that have not yet developed a vibrant domestic research sector have little incentive to

create a strong patent regime. 130 The main incentive for developing countries in protecting IPRS

is the theory that stronger IPRs will encourage the industrialized world to share its knowledge

and technology - but of course, this will come at a priee. In this writer's view, it is not rational

for aIl developing countries, particularly those which are not at a stage where their own

industries stand to gain from stronger IPRs, to implement strong intellectuai property laws.

126 W. Park, ~'Impact of the International Patent System on Productivity and Technology Diffusion" in Owen
Lippert, ed. Competitive Strategies for the Protection ofIntellectual Property (Vancouver: The Fraser Institute,
1999) 47-72 at 58.
127 R. M. Sherwood, supra note 122 at 74. Though Sherwood is an advocate of strong international intellectual
property protection, he acknowledges that there is "little ernpirical indication of what robust protection for
intellectual property will producein the economies of developing countries."
128 In sorne cases, the involvement of multinational corporations in the developing world has led to the destruction of
cornmunities and sorne companies have even been implicated in civil war and internaI conflict. For example,
deBeers, the multinational corporation that controls the global diamondindustry, has been irnplicated in the war in
Sierra Leone. See 1. Smillie, L. Gberie & R. Hazleton, The Heart ofthe Matter: Sierra Leone, Diamonds and
Human Seeurity (Ottawa: PartrJership Africa Canada, 2000)online: Partnership Africa Canada Homepage
<http://www.partnershipafricacanada.org/english/esierra.htrnl>. In Nigeria, the involvement ofRoyal Dutch Shell
led to environmental degradation and the death of a number of Ogoni peoples and an unknown number of activitists.
By 1998 nine hundred million barrels of oil worth more than $30 million dollarshad been taken from the land of the
Ogoni. Yet the people received almost none of the financial benefits even as their land was destroyed. See Human
Rights Watch, The Priee ofOil: Corporate Responsibility and Human Rights Violations inNigeria's Oil Producing
Communities (January 1999), online: Human Rights Watch Homepage
<http://www.hrw.org/reports/1999/nigerialindex.htm> accessed 23 March2001; The RaIe ofShell in Ogoni, online:
<http://www.mosopcanada.orgltextlshell.html> (last modified 25 October 1998).
129 W. Park, "Impact of the International Patent System on Productivity and Technology Diffusion in O. Lippert ed.,
Competitive Strategies for the Protection ofIntelleetual Property (Vancouver: Fraser Institute, 1999) 47 at 63.
130 Ibid.
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Nonetheless, many developing countries agreed to TRIPS in order to gain concessions in other

areas, such as agriculture. This will be elaborated upon in the final chapter of this paper.

The Importance of IPRs for Industrialized Nations

As mentioned earlier, the share ofknowledge-based or high technology products in global trade

in goods doubled between 1980 and 1984.. Most of the trade in such goods was among the

industrialized countries. l3l Though there are no accurate statistics on the economicvalue of

inteIlectual property rights in the developing world, it is clear that the holders of IPRs are

primarily concentrated in industrialized countries, particularly in the area ofpatents. Though the

gap between the developed and the developing worlds is less pronounced in the area or

,trademarks and domestic utility models, local residents of developing countries oWll fewer

trademarks and patent rights than do foreigners. 132

Industrialized nations objected to the practice of sorne of the developing countries and the newly

industrialized nations of tolerating the reproduction and sale of private sound recordings and

cinematography without compensation to the holder of the IPR. As weIl, in many of these

countries famous trademarks were being appropriated and attached to cheap imitations of the

originalproduct and sold. This lack of enforcement of inteIlectual property rights in the less

developed nations meant a 10ss of business for the United States and other intellectual property

producing nations. 133 Weaker laws in newly industrializing countries also facilitateddomestic

imitation in these countries and thus the loss offoreign sales by the original Western producers.

Western industrialized countries were concerned that the less developed countries were

providing shorter' periods of patent protection to intellectualproperty rights than the United

States and most industrialized nations inareas such as pharmaceuticals. As well, there was sorne

concern that the process ofgranting patents and the enforcement of patent protection in the

developing world lacked transparency and legal certainty.134

131 World Bank: Discussion Paper No, 412, supra note 2 at 16,
132 Ibid. at 25,
1331bid.
134 Trebi1cock & Howse, supra note 65 at 307.



30

The United States is.the largest exporter of intellectualproducts and therefore the nation that

benefits the most economically from stronger global IPRs. From 1980 to 1982 the United States

received an average of $6.7 billion in royalties and license fees. This figure tripled to reach an

average of $23.2 billion from 1993 to 1995. During this period, royalties and license fees

accounted for 3.3% of U.S. exports of goods and services. 135 The majority of exports of

American IPRs are fromU.S. parentcompanies to foreign affiliates. With respect to unaffiliated

parties, receipts from developing countries accounted for 27% of all receipts for industrial

processes, 22% of aU receipts for books, records and tapes, and 34% of receipts for neighbouring

rightS. 136 Given these figures, it is clear why the U.S. pushed for increased global protection of

IPRs.

THE TRIPS AGREEMENT

Paragraph 4 of Article XVI of the WTO Agreement states that Members must ensure conformity

with the annexed Agreements, one of which is TRIPS. The TRIPS Agreement requires WTO

members to provide nationals of other member states a minimum standard of intellectual

property protection as provided in the agreement.137 This· ensures a uniform minimum level of

intellectual property protection intèmationally. As part of TRIPS ("the Agreement"), Member

states must comply with the basic substantive provisions of the Paris Convention and the Berne

Convention with the exception of the provision on moral rights. .Members must also comp1y

with the Treaty on Intellectual Property in Respect ofIntegrated Circuits (the "IPIC treaty,,).138

TRIPS allowsMember States to .enact domestic legislation that provides more extensive

intellectual property protection than what is required by the Agreement.139

National treatment, which requires that a nation treat foreign nationals as it would treat its own,

is one of the basic principles of TRIPS. 140 Another principle arising from the requirement that

WTO members treat foreign nationals equally is the principle ofmost favoured nation (MFN)

135 World Bank Discussion Paper No. 412, supra note 2 at 18.
136 Ibid. at 18.
137 TRIPS, supra note 4, Article 1(3).
138 Ibid., Articles 2, 9 & 35.
139 Ibid., Article 1.
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treatment. 141 Article 4 of TRIPS states that "any advantage, favor, privilege, or immunity

granted by a Member to the nationals of any other country shall be accorded immediately and

unconditionally to the nationals of aIl otherMembers."

The MFN principle is not absolute but rather is subject to certain exceptions. The MFN principle

does not apply, for example, where the privilege is one deriving from pre-existing international

agreements on judicial assistance or law enforcement which are not particularly Telated to the

protection of intellectuai property rightS. 142 As·· weIl, existing and future free trade areas and

customs unions are exempt from the MFNprinciple under Article XXIV of the GATT. 143 Ifone

extends this to intellectuaiproperty, the advantages granted under regional agreements such as

NAFTA need not be extended to other nations.

Vnder TRIPS, intellectuai property includes copyrights and related rights, trademarks,

geographical. indications, industrial designs, patents, topographies of integrated circuits, and

trade secrets. 144 The MFN and national treatment principles do not apply generally to

neighbouring rights coveredunder the Rome Convention but only to those specified in the TRIPS

agreement. 145

PATENTS

TRIPS requires a mIllimUID standard of patent protection which reflects those of Western

industrialized countries. In particular, the Agreement implementsbasic criteria with respect to

eligibility and the duration of a patent whichthe Paris Convention did not address. 146 It builds

on standards established by the Paris Convention which even Members who do not· adhere to the

Paris Convention are now obliged to Tespect.147 The minimum term of patent duration must be

140 In other words, every nation must accord foreigners at least the same leve1 of treatment that is accorded to
nationalsofthestate. Ibid., Articles 1-8.
141 Reichman, supra note 97at 26.
142 TRIPS, supra note 4, Article 4.
143 Reichman, supra note 97 at 26.
144 TRIPS, supra note 4, Article 1(2).
145 Ibid., Articles 3(1), 4(b).
146 Reichman, supra note 97 at 30.
147 TRIPS, supra note 4, Article 2.1; see also.Reichman, ibidat 31.
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20 years from the filing date. 148 Patents must be available and enjoyable without discrimination

as to the place of invention, the field of technology or as between domestic and imported

products. 149 A number of countries had to amend their laws to make the term of patent

protection TRIPScompliant. Canada recently had to change its patent law to extend the term of

patent protection as a result of a WTO challengebased on this provision of TRIPS. ISO An

analysis of this case and its likely impact will be provided in Chapter III of this paper.

The TRIPS Agreement establishes the patentability of bio-genetically engineered products. lsl

However, Members may exclude from patentability certain inventions where necessary to protect

public order or morality, including the protection of human, animal or plant life, health or the

environment. Inventions must not be precluded from patentability merely because the

commercial exploitation of such an invention is prohibited by the domestic legislation. ls2 This

provision is interesting because it allows a Member to exclude certain inventions from

patentability on the basis ofprotecting public order or morality but not on the basis that patenting

of such inventions violates domestic law. Therefore, if the domestic law prohibiting the

commercial exploitation of the patent does not have any of the purposes listed in this article as a

rationale for exclusion, the Member State cannot rely on the law as grounds forrefusing to patent

the invention. This provision illustrates the manner in which TRIPS diminishes national

sovereigrJty though it allows Members sorne minimal amount of flexibility. Thus, even where

TRIPS appears to provide Members sorne discretion, it dearly prescribes the basis on which it is

permissible to take domestic action to limit the scope of the Agreement.

Members may exclude from patentability inventions involving diagrJostic, therapeutic or surgical

methods .fQr the treatment of humans, animaIs, and plants, or essentially biological processes for

the production of plants and animaIs. However, micro-organisms and non-biological processes

may not be excluded from patentability, and new varieties of plants must be protected either by

148 TRIPS,1bid., Article 33.
149 Ibid., Article 28.
150 See Canada Patent Term case, infra. Canada recently amended the Patent Actto implement the changes required
as a resultofthe WTO Panel decision. See Bill S-17, An Act to Amend the Patent Act 1st Sess., 37th Par!., 2001
(assented to 14 June 2001).
151 Reichman, supra note 97 at 38.
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patents or an effective sui generis system of protection. 153 This distinction is based on the not

entirely logical premise that the patenting of micro-organisms and non-biological processes does

not involve the patenting of life forms. 154 With the development of new technologies and

increased harmonization of intellectual property laws, this section of TRIPS may come under

closer scrutiny. The debate over the patentability of gene sequences, public concem over human

or animal cloning, concem about genetically modified foods, and the possibility of acquiring

intellectual propertY rights over the processes or products relating to sorne of these new

tecl,mologies has led to increased public interest in patents.

Article 30 of TRIPS states thatMembers may "provide limited exceptions to the exclusive rights

conferred by a patent, provided that such exceptions do not unreasonably conflict with a normal

exploitation of the patent and do not unreasonably prejudice the legitimate interests of the patent

owner, taking into account the legitimate interests of third parties." This section forms the

substance for one of the Canadian arguments in defense of the complaint by the European

Communities ("EC") against Canada. 155 Ultimately, the WTO panels may, through their

decisions, reshape global intellectual propertY law. To the extent that the WTO panels determine

what constitutes a limitation that reasonably conflicts with the rights of the patent holder, the

WTO will determine the appropriate standard in what would otherwise be a question of domestic

govemment policy.

Compulsory licensing remains the standard form of remedial licensing as under the Paris

Convention. Compulsory licenses or other such licenses are only permitted after consideration of

the individual situation. Except in the case of a national emergency, any individual requesting

the license shaH make best efforts to obtain a voluntary license on reasonable commercial terms.

The compulsory license shall terminate if the circumstances leading to its grant have terminated

and are not likely to recur. The holder of the compulsory license must pay adequate

compensation for the right to use the invention. Such amount shall be subject to independent

152 TRIPS, supra note 4, Article 27(2).
153 Ibid., Article 27(3).
154 Reichman, supra note 97 at 38.
155 See Canada Pharmaceuticals case, infra.
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revIew. When an official license is granted in order to enable the use of a subsequent patented

invention, the license may only begranted if the subsequent invention is an important technical

d f 'd bl .. 'fi 156a vance 0 conSl era e economlC slgm lCance.

Recently, multinational pharmaceutical companies have come under significant attack over the

question of accessibility of AIDS drugs to the poor, particularly those in certain developing

countries where the problem of AIDS continues to groW. 157 On questions of domestic policy

relating to health, for example, the loss of ultimate decision making power may be critical not

only for the least developed countries, but is significant for .developed countries like Canada as

weIl. The author will elahorate on this point in the third and fourth chapters ofthis paper.

COPYRIGHT AND RELATED RIGHTS

TRlPS requires WTO memhers to adhere to most of the standards set out in the Berne

Convention. However, moral rights protected under Article 6Bis ofthe Berne Convention are not

protected under TRlPS,158 Neither ideas, procedures, methods of operation or mathematical

concepts may be protected by copyright. 159

The minimum term of protection for copyrighted materials is the life of the author plus fi fty

years. The only exception to this is withrespect to photographs and works of applied art. Where

the term ofprotection is not based on the life of the author, it must he no less than 50 years from

the end of the calendar year of authorized publication, or if not puhlished, 50 years from the end

of the calendar year in which the work was made. 160

Computer programs must he protected under national copyright laws as literary works and

compilations of data must alsohe protected as inteIlectual creations ifthey are the result of sorne

intellectual creativity in. the arrangement or selection. The data itself shaH not, however, he

156 TRIPS, supra note 4, Article 31.
157 R. DiManno, "A dire tirne: the International Aids Conference Ends Where the Pandemie Began, no Closer to a
Cure," The Toronto Star (16 July 2000) BOL
158 TRIPS, supra note 4, Article 9(1).
159 Ibid., Article 9(2).
160 Ibid., Article .12.
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protected by copyright. 161 With respect to computer software, it appears that Members have the

liberty to determine the Ievel of patent protection that shouid be given to prograrri-related

inventions within their jurisdiction but not to impose the decision to provide such protection to

computer software on other nations. 162

Members must aiso provide rentaI rights to authors of computer programs and cinematographic

works which allow the authors of the works to prohibit the commercial rentaI of their works.

RentaI rights do not extend to computerprograms where the programis not the essential object

of the rentaI. With respect to cinematographic works, Members must only protect such rights

where the rentaI has Ied to widespread copying of the works such that it is impairing the author's

I · 'gh f d' 163exc USlve rI t 0 repro uchon.

Rights to protect the interests of performers, producers of sound recordings, and broadcasting

organizations, collectively referred to as neighbouring rights, are aiso recognized by TRIPS. The

Agreement provides minimum standards ofprotection to neighbouring rights as derived from the

Rome Convention. 164 It obliges Members to confer upon performing artists the right to prevent

the unauthorized fixation of their unfixed performances and the reproduction of such fixation.

As well, broadcasting organizations maypreventothers from fixing, reproducing fixations, or re­

broadcasting programs to the public without authorization. Performer's rights must endure forat

minimum .of fifty years}65 This.is thirty years more than whatis required under the Rome

Convention. Article 14(6) of TRIPS allows Members to invoke the conditions, limitations,

exceptions and reservations recognized bythe Rome Convention. .The provisions of the Berne

Convention with respect to works in the public domain aiso apply to the rights ofperformers and

producers ofphol1ograms.

161 Ibid., Article 10.
162 Reichrnan, supra note 97at 42.
163 TRIPS, supra note 4, Article Il.
164 Done atRome 26 October, 1961, WIPO Database ofIntellectual Property Legislative Texts, online:
<http://www.wipo.org/treaties/ip/rome/index.html>.
165 TRIPS, supra note 4, Article 14.
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Article 13 of TRIPS, provides that any provision which limits the rights of the copyright owner

(for example, fair use exceptions) must be limited to those situations which do not conflict with

the reasonable exploitation of the work and do not unreasonably prejudice the legitimate interests

ofthe inteHectual property right holder.

TRADEMARKS & GEOGRAPHICAL INDICATIONS

The Madrid Agreemenë66 and the Madrid Protocol167 are the main international agreements on

trademarks, the goal of which was to create a central registration system. The aims of the

agreements have not been achieved largely because many states have not ratified these treaties

for various reasons. 168 As of April 2001, the Madrid Protocol had 68 signatories but neither the

United States nor Canada were among them. Rowever, Japan became a signatory to the Madrid

Protocol in 2000 as did the United Kingdom. 169 TRIPS does not incorporate the standards set

out in either of these treaties.

Another weakness of the international regtme governmg trademarks was the ineffectual

enforcementof trademark rights. TRIPS augments the minimum standards of protection for

trademarks and establishes higher standards for geographic indications of origin. Furthermore, it

mandates enforcement of both the old and new standardsYo The agreement requires aH

Members to comply with the Paris Convention.

A trademark includes any sign, or any combination of signs that distinguish the goods of one

undertaking from those of another. Under TRIPS, actual use of a trademark shaH not be a

prerequisite tofiling an application to register a trademark. Renee, a trademark application may

be filed·on the basis ofproposed use, although the ability to register the trademark may depend

on use. TRIPS prohibits any discrimination based·on the nature of the. goods and services. AH

166 Madrid 14 April 1891, WIPO Database ofIntellectualProperty Legislative Texts, online:
<http://www.wipo.org/treaties/registrationlmadridlindex.htm1>.
167 Madrid 27 June 1989, WIPO Database ofIntellectual Property Legislative Texts, online:
<http://www.wipo.org/treaties/registrationlmadridlindex.htrnl>.
168 A.S. Gutterman & B. Anderson, supra note 66 at 14
169 List of signatories available online at <http://www.wipo.org>.
170 Reichman, supra note 97 at 44.
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trademarks must be published prior to registration, thereby allowing public notification so that

the trademark registration may be opposed. 171

Article 6bis of the Paris Convention is applicable in determining whether a trademark is ''well

known" under TRIPS. 172 Protection of well-known marks is strengthened because it now

expressly applies to services. The protection extends to registered trademarks where the goods

and services are not similar if: (a) use of the registered trademark would indicate a connection

between the goods and services in question and the owner of the registered trademark; and (b)

the interests of the registered trademark owner are likely tobe damaged by such use. 173 AlI

registered trademarks must be protected for a minimum term of7 years renewable indefinitely.174

It is not necessary to use a registered trademark to maintain it, and one can prevent others from

using a similar or confusing trademark. 175 Like the sections relating to patents and copyright, the

section on trademarks has a provision allowing members to limit the rights conferred on a

trademark holder, provided the measures take into account the legitimate interests of the

trademark owner and third parties. 176

Geographical indications of origin are addressed in Articles 22, 23 and 24 of TRIPS. These are

defined in the Agreement as indications which identify a product as originating from the territory

of a Member, ora region or locality where a particular quality, reputation or characteristic of the

good is essentially attributable to its geographical origin. 177 TRIPS offers strongprotection

against the misleading use of geographical indications of origin, compelling Members to

implement the legal means to prevent the misuse of geographical indications. Article 23

provides additional protection for geographical indications for wines and spirits, while Article 24

addresses exceptions togeographical indications and further international negotiations.

171 TRIPS, supra note 4, Article 15.
172 Ibid., Article 16.
173 Ibid., Article 16(3).
174 Ibid., Article 18.
175 Ibid., Article 26.
176 Ibid., Article 17.
177 Ibid., Article 22(1).
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TRADE SECRETS & CONFIDENTIAL INFORMATION

TRIPS is the first international convention to expressly require nations to protect confidential

information. 178 The Agreement gives natural and legal persons the right to prevent confidential

information within their control from being disclosed or acquired without their consent in a

manner contrary to honest commercial practices so long as the information is secret and

reasonable efforts have been made to maintain the confidentiality of the information. Additional

protection is available for the undisclosed data of new phannaceutical and agricultural chemical

products, the "origination of which involves a considerable effort.,,179 The inclusion of trade

secret protection in TRIPS is noteworthy. In Canada, for example, there is no statutory

protection for· trade secrets in the domestic intellectual property regime. The explicit TRIPS

protection for trade secrets and confidential information not only bolsters protection for such

information in countries that already offer common law protection, but also imposes a new

obligation on countries that previously provided little or no protection for trade secrets and

confidential infonnation.

ESCAPE CLAUSES

Article 8 of the Agreement allows Members to limit the exclusive rights of intellectual property

rights holders.when necessary to "protect publichealth and nutrition" and to promote interest in

sectors of vital importance to the socio-economic and technological development of the nation.

Furthermore, tbis. articleallowsMembers to implement measures necessary to prevent the abuse

of intellectual property rights and of practices which unreasonably restrain trade or have an

adverse effect on the international transfer of technology. However, such exceptions to the full

protection of intellectual property are permitted only if such measures are "consistent with the

provisions of this Agreement". This limitation presents an interesting paradox. A nation is

allowed to derogate from the requirements of the TRIPS Agreement as long as such measures are

consistent withthe TRIPS Agreement.

178 Ibid., Article 39.
179 Ibid.
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The objectives of TRIPS, stated in Article 7 of the agreement, include a balancing ofrights and

interests. Article 7 provides:

The protection and enforcement ofintellectual property rights should contribute to
the promotion oftechnological innovation and to the transfer and dissemination of
technology, to the mutual advantage of producers and users of technological
knowledge and in manner conducive to social and economic welfare, and to a
balance of rights and obligations.

Governments may attempt to rely on Article 7 as additional grounds for limiting exclusive

intellectual propertyrights since this section mentions a balancing of interests and the protection

of intellectual property in a manner conducive to the social and economic welfare. of a nation. 180

Thus, this provision was utilized as part of the Canadian defence against the EC complaint in the

Canada Pharmaceutical case, infra.

One writer suggests that Articles 7 and 8 not only preserve pre-existinggrounds for limiting the

exclusive rights of an intellectual property holder under Article 5A of the Paris Convention but

actually expand them. 181 Article 5A of the Paris Convention allows nations to implement

compulsory licensing to prevent the abuse ofpatent rights. Sorne developed nations sought to

completely eliminate grounds for limiting the patentee's exclusive rights. Nonetheless, these

articles were included in the agreement, primarily at the insistence of a group of developing

countries. 182

Deve/oping Country Exceptions

TRIPS includes transitional arrangements to allow developing countriessome additional time

before they have to make their systems TRIPS compliant. AIl Members were given a one year

grace period during which they did not have to apply the provisions of the. Agreement.

Developing country Members and Members with economies in transition from centrally planned

tofree market economies were allowed a. further four year delay.183 These countries must now

ensure that their domestic legislation meets the minimum standards set out in TRIPS. The

Agreement allows a further exception with respect to patents. If there are areas of technology

180 Reichman, supra note 97 at 34.
181 Ibid.
182 Ibid.
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that are patentable under TRIPS but not patentable under a developing country Member's

domestic law, the Member may have an additional five years, for a total of nine years from the

date of entry intoforce to apply the TRIPS patent provisions.184

TRIPS also takes into account the "special needs and requirements of least-developed country

Members, their economic, financial and administrative constraints, and their need for flexibility

to create a viable teclmological base...". The least-developedcountry Members therefore have

10 years from the date the Agreement carne into force to implementthe Agreement

domesticaIly.185 Since the TRIPS carne into force in 1995, the least-developed country Members

have only until 2005 before they have to adhere to TRIPS standards.

DOME5T/C CONTROL

Any country thatparticipates in the.international system is required to make sorne compromises.

Though everynation-state is sovereign, concessions must be made in order to reach inter­

govemmental agreements. The compromise of sovereignty is, therefore, not new in international

law because no nation has complete liberty to take action without contemplating the response of

other nations. The nature of international treaties is such that they "constrain domestic political

sovereignty through the assumptioll. of external obligations.,,186 The alternative, it has been

suggested, is internationalanarchy. Barring this, nations must accept that the benefits of

reciprocal obligations outweigh the costs of any loss of political and economic sovereignty.187

However, the creation of the WTO,with its weIl organized dispute settlement mechanism will

test the extent to which nations .are willing· to compromise their sovereignty in order to .function

in the international system. This is particularly so since the regulation of international trade has

expanded beyond commodities to coyer matters suchas financial services and inteIlectual

property.

183 TRIPS, supra note 4, Article 65 (1), (2), (3).
184 Ibid., Article 65(4).
185 Ibid., Article 66.
186 Trebilcock & Howse, supra note 65 at 14.
187 Ibid.
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Prior to TRIPS, each nation state was at liberty to detennine, taking into account international

treaties to which it was party, what could be protected under its 1aws as intellectual property, the

scope of protection which would be provided, and the extent to which it was willing to enforce

respect for IPRs. Now, under the TRIPS, WTO Member States have obligated themselves to

implement certain minimum standards of intellectual property protection. Any derogation from

the standards set out in TRIPS must be justified under the Agreement. As a result of TRIPS,

many nations had to make extensive changes to their domestic 1aws and regulations. Since the

standards in TRIPS are generally consistent with the prior practices of many industrialized

countries, most of their intel1ectual property laws did not change significantly. Nonetheless,

Canada, a country with a well-developed IP regime, has been faced with repeated complaints

before the WTO with respect to its intellectual property laws. The challenges developing

countries face will be even greater.
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CHAPTER III

Although international conventions on intellectual property existedprior to the Uruguay Round

discussions, TRIPS is unique in that it was executed by most of the world's trading partners and

it is subject to enforcement through the GATT dispute settlement mechanisms. Furthermore, the

scope and breadth of protection provided by the TRIPS Agreement surpasses that of any prior

international agreement on intellectual· property.188 Other international inteUectual property

conventions merely state the inteUectual property rights which signatories must respect while

TRIPS· delineates civil and criminal sanctions that Members should implement to aUow holders

of intellectual property rights to enforce such rightS. 189

TRIPS & THE GA TT FRAMEWORK - DISPUTE SETTLEMENT AND COMPLIANCE

TRIPS sets out special dispute settlement mechanisms for complaints relating to intellectual

property. Article 64 of TRIPS states that Articles XXII and XXIII of the GATT 1994 as

elaborated under the Dispute Settlement Understanding [hereinafter "the DSU"] shall apply to

the settlement of disputes under TRIPS. Pursuant to the DSU, the parties to theWTO

Agreement shaU frrst engage in consultations. If no solution is reached within 60 days, the

parties may request the establishment of a panel. The parties may make written submissions and

have meetings with one another or with third parties. A final report must be released to the

parties within 6 months from the date of the panel composition. Unless the Panel Report is

appealed within 60 days, it must be adopted by the Dispute Settlement Body [hereinafter "the

DSB,,].19Ü

A party may decide to appeal the decision to the Appellate Body.191 Appellate proceedings are

generally not to exceed 60 days and the Appellate Body report must be adopted within 30

days.192 Pursuant to Article 21 of the DSU, the Mernber concernedhas 30 days to inform the

188 Moncayo von Hase, supra note 6 at 93.
189 Ibid.
190 WTO Agreement, supra note 2, Annex 2, Understanding on Rules and Procedures Governing the Settlement of
Disputes, 33 LL.M. 147[hereinafter DSU], Articles 4-6, & 16.
191 Ibid., Articles 16.17.
192 Ibid., Article 17.



43

DSB of its intentions with respect to its implementation of the decision. If the Member cannot

comply with the decision immediately, a "reasonable period of time" will be permitted for

implementation. Such reasonable period should generally not be more than 15 months from the

establishment of a panel. 193

It has been suggested that as a quasi-permanent standing tribunal, the Appellate Body will have

an important impact in the development of WTO jurisprudence and future practice.194 Though

there is some debate about the legal effect of WTO final rulings, it is argued that they are legally

binding insofar as they create international law obligations. 195 According to one legal scholar,

"[t]here is no doubt that a member is bound to implement a decision under internationallaw.,,196

This can and should, another scholar suggests, have an important effect on the domestic

jurisprudence of WTO member states. 197 The WTO system of dispute resolution, which inc1udes

the right to appeal to an appellate body, is equivalent to a judicial system. The Panel and

Appellate Body reports are of a judicial nature and cannot be changed once they have been

adopted by the DSR Therefore, WTO panel decisions should be treated as international judicial

decisions.198

WTO Member States must comply with the established rules for dispute settlement. A nation

may choose not to be part of the WTO if it does not want to operate within the established

system. However, theadvantage of WTO Membership is that Member States participate in an

organized system for trade liberalization which corners certainbenefits such as lower tariffs and

MFN treatment. Smaller nations may gain more from trade liberalization than do large nations

like the U.S. The reason for this is that trade liberalization provides the smaller nation access to

morenew potential trading relationships than in the case ofa larger nation gaining access to the

193 Ibid., Article 2I.
194 D. Steger & S. Hainsworth, "New Directions in International Trade Law: WTO Dispute Settlement" in J.
Cameron & K. Campbell eds., Dispute Resolution in the World Trade Organization (London: Cameron May, 1999)
28 at 32.
195 J. H. Jackson, "The WTO Dispute Settlement Understanding - Misunderstandings on theNature of Legal
Obligation" in Cameron & Campbell eds., supra note 194, 69 at 69-74.
196 Thomas Cottier, "The Impact of the TRIPS Agreement on Private Practice and Lîtigation," in Cameron &
Campbell eds., supra note 194, 111at 126.
197 J.H. Jackson, supra note 195 at 69-74.
198 Cottier, supra note 196 at 26-27.
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markets of a smaller country.199 Consequently, it is probably not economically beneficial for

nations like Canada, nor for small developing countries to refuse to participate in the world

trading order.200 Though China, the most populous country in the world, is not currently a

member of the WTO, China has been making efforts to join the WTO and it now appears that

China will soon be successful in its efforts.2ol

WTOCASES

A rigid application of TRIPS can lead to IPRs being treated as natural rights which can rarely be

hmited. This is contrary to the balancing of interests which necessarily occurred when IPRs

were within domestic control. It is doubtful that IPRs were ever intended tobe absolute ­

whether in the context of TRIPS or otherwise. The effect of TRIPS has been the creation of

protection which is more akin to a natural rights theory of IPprotection. However, this approach

to IP has it limitations. IPrights are inherently anti-competitive and must·therefore be offset by

other interests. Ifthe ability to control the negative effects of IP rights is removed from the state,

there is a risk of IPRs taking precedence over other equally if not more important concems, such

as health and education.

The WTO cases on TRIPS. demonstrate that the limitations a Member state can place on these

rightsare only those which are permissible within the WTO framework, not those which make

the rnost sense for the Member state. This is the natural consequence of according the TRIPS a

strict and narrow interpretation. This author would suggest that moreweight should be given to

the other interests recognized in Articles 7 & 8 of the TRIPS, as weIl as to the spirit of Article

1.1, which allows Members the flexibility to implement the Agreement as they see best. The

WTO panels should not take on a role in which they effectively dictate domestic polices from a

supranational level. It should not be the role of the WTO to act as a world govemment. Each

nation's elected representatives should have sorne degree of latitude ta implement policies

beneficial ta their citizens.

199 Trebilcock & Howse, supra note 65 at 14-15.
zoo Johnston, NAFTA, supra note 83 at 430.
ZOI Office of the United States Trade Representative, "USTR Re1eases Details onU.S.-China Consensus on China's
WTO Accession" (2001), on1ine: <http//:www.ustr.gov/releasesI200l/06/01-38.pdf(date accessed: 26 June 2001).
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While there is no stare decisis in WTO cases, meaning that the panels are not bound to follow

decisions of other panels,. these cases do have precedential value insofar as the panels tend to

refer to decisions of previous panels to support their analysis. Moreover, unless the facts are

clearlydistinguishable, it would be difficult for a WTO panel to reach a conclusion on the

application of TRIPS that is in direct conflict with the decision of anotherpanel. The practical

effect of these cases is that they set a standard which will be followed by other WTO panels in

their interpretation of TRIPS. The impact of these decisions on the Member states will be

significant.

The U.S. has been the most frequent complainant before the WTO.202 The United States has

brought complaints under TRIPS against several countries. including Argentina, Canada, the

European Communities, Ireland, Denmark, and Greece. Cases brought by the United States

against Sweden, Pakistan, Japan and Portugal were settled by mutually agreed solutions to the

disputes.203 In April 2000, the U.S. commenced a dispute with Brazil over Brazil's patent law.

The U.S. recently requested the establishment of a dispute resolution panel to review.a section of

Brazil's patent law that .provided for a local manufacturing requirement. Brazilian law allowed

the government to grant a compulsory license if the holder of a Brazilian patentdid not

manufacture the product in Brazil within three years of the date the patent was issued. The U.S.

contended that the Brazilian measure was contrary to Article 27.1 of the TRIPS, whichprohibits

discrimination with respect to whether the goods are imported or produced locally.204 Like

severalothers, this dispute wassettled by a mutually agreed solution, which providedfor the

protection of Americanintellectualproperty interests while allowing Brazil to attain its objective

ofreceiving the pharmaceutical drugs necessary tocombat HN in Brazi1.20S

202 Steger & Hainsworth, supra note 194 at 34. See also www. wto.org for a list of complaints and cases.
203 "Overview ofthe state of ~playofWTO disptues" online: <http://www.wto.org/tratop_eldispu_e/stplay_e.doc>>
(date accessed: 25 Aug 2000) [hereinafter Overview].
204 Office of the United States Trade Representative, Press Release 25 June 2001: United States and Brazil Agree to
Use Newly Created Consultative Mechanism to Promote Cooperation on HIVIAIDS and address WTO Patent
Dispute,online: <http://www.ustr.gov/releases/200l/06/01-46.htm> (date accessed: 26 June 2001).
205 Ibid.
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The European Communities and other countries have also filed complaints against various

countries, including the U.S. and Canada. Canada has filed complaints against other nations and

has recently been the subject of two intel1ectual property related complaints before the WTO.

Various nations have had to adjust their laws or practices to comply with TRIPS}06 As disputes

are heard and countries are required to alter their domestic legislation, the considerable impact of

TRIPS on international intellectual property law will becorne clearer.

Canada, the United States, and India will be the focus of the discussion in this section since there

are decided WTO decisions respecting their compliance with the TRIPS intellectual property

standards.

India • Patent Protection for Pharmaceutical and Agricultural Chemical Products,
Complaints by the United States207and the Edoa

The complaints against India by the D.S. and the EC led to the first WTO Panel decisions on

TRIPS. The D.S case preceded the EC cornplaint, which was heard and decided just months

after the Appellate Body rendered a decision inthe D.S. case. The D.S. cornplained that India

had not irnplemerited patent protection for agricultural and pharrnaceutical chemicals·inviolation

of Articles, 70.8, 70.9 and 63 ofTRIPS.209 The EC was a third party in the dispute. The WTO

Panel concluded thatIndia had not cornplied with its obligations under Article 70.8(a) of TRIPS.

In the alternative, the Panel concluded that India violated Articles 63.1 and 63.2 of TRIPS in

failing to provide adequate protection for patents during the transitional period. The WTO Panel

recornmended that that India bring its transitional regirne for patent protection in hne with

TRIPS}10

206 Overview, supra note 203.
207 India - Patent Protection for Pharmaceutical and Agricultural Chemical Products (Complaint by the United
States) (1997), WTO Doc. WT/DS50/AB/R (Appellate Body Report), online:
<http://www.wto.org/english/tratop_e/dispu_e/distab_e.htm> [hereinafter U. S. -India case]
208 India ~ Patent Protection ofPharmaceutical and Agricultural Chemical Products (Complaint by the European
Communities and their Member States) (1998)WTO Doc. WT/DS79/R (Panel Report), online:
<http://www.wto.org/english/tratop_e/dispu_e/distab_e.htm> [hereinafter EC~India case]. The two cases shan he
collectively referred to as the "India cases".
209 U..S-India case Appellate Body (hereinafter "AB") Report, supra note 207 at para. 1
210 U..S-India case AB Report at para. 2
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India appealed the Panel decision to the Appellate Body. In the Appeal, the Appellate Body was

asked to consider whether the Panel had given a correct interpretation to the requirement in

Article 70.8(a); whether the Panel had erred in its application of the burden of proof or in its

treatment ofIndian municipallaw; whether Article 70.9 requires the mechanism stated therein to

be put in place as of the date of entry into force of the WTG Agreement; and finally, whether the

Panel erred in rendering a decision on the alternative claim by the US. under Article 63 after

having decided in favour of the US. on its principle claim.211

Article 1.1 of TRIPS provides that Members are free to determine the appropriate method of

implementing TRIPS within their own domestic legal context. India argued. that this was

precisely what it had done. Nonetheless, the Appellate Body agreed with the Panel decision that

India was in violation ofits obligations under Articles 70.8 and 70.9 ofTRIPS.212 However, the

Panel erred in making conclusions on the alternative claim by the V.S. under Article 63 of

TRIPS.213 Since the US. andBC cases against India mirror one another, the details of the

arguments in the Appellate Body case will be incorporated into the discussion of the BC case.

As both the US. and the BC did in US-India case, the BC complained in the EC-India case that

India had not implemented Articles 70.8 and 70.9 of TRIPS. Since this complaint by the BC was

identical to that of the US. in theprevious case, the BC relied heavily on the decisions of the

Panel and the Appellate Body in the US-India case. Despite having third party status in the

US-India case, the BC requested consultations With India in April, 1997 regarding the absence

of protection in India forpharmaceutical and agricultural chemical products or formaI systems to

permit the filing of such patent applications and to provide for the grant of exclusive marketing

rightS.214 The Panel in the US-Indiacase issued its report in September 1997. India appealed

the decision in the US-India case. However, the Panel's decision was upheld by the Appellate

Body. The Dispute Settlement Body [hereinafter "theDSB"] adopted the Panel and Appellate

Body reports from the US-India case in January 1998.

211 Ibid at para. 28
212 Ibid at 97, 98
213 Ibid at para. 96
214 EC-India case, supra note 208 at para. 1.1
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The Panel in the EC- India case heard the parties to the dispute in March and April 1998, just

months after the same Panel members from the U.S.-India dispute (with the exception of the

Chairman since he was no longer available) decided in favor of the D.S. on identical issues.215

As the D.S. explained in its third party submissions in this case, the same mattershad been the

subject of a WTO dispute which had been concluded not long before. Thus, India and the D.S.

had not reached an agreement on a time frame for implementation·of the changes and India had

not yet, therefore, made any changes to its laws.216 The Panel in the EC-India case issued its

report in favor ofthe EC on August 24, 1998.

In India's legal system, though international agreements do not automatically become part of

India's domestic law, there is a presumption that Parliament does not intend to act in breach of its

international obligations.217 Prior to the entry into the force of the TRIPS Agreement, India

began the process of changing its patent law to bring it into conformity with TRIPS.2I8 Due to

timing issues and the nature of the domestic process, the law was not changed before the

dissolution of the Lower Rouse of the Indian Parliament. In order to· rectify the situation,

administrative arrangements were made under theauthority of the Indian Constitution for the

separate storage ofpharmaceutical and agricultural chemical patent applications.219

Like the D.S., in the earlier case, the EC submitted that India had not complied with its

obligations under Article 70.8(a) of TRIPS to establish a means by which applications for such

inventions could be filed that adequately preserved the novelty and priority of these applications

(referred to as "mailbox applications"), and that Indian lawwas inconsistent with Article 70.9 of

TRIPS. 220 Articles 70.8 states:

215 Ibid. atparas. 1.2-1.3
216 Ibid. at para. 5.2
217 Ibid. at para. 2.1
218 At the tîme of the US. and EC complaînts there was no protection under Indîan patent law for agrîcultural and
phannaceutical product patents.
219 EC-India case, supra note20S at paras. 2.3-2.7
220 In the report, the Panel used the term "maîlboxsystem" as shorthand for a system whîch allows the filîng of
patent applîcatîons forpharmaceutical and agricultural chemical products în accordance wîth Artîcle 70.S ofTRIPS.



49

Where a Member does not make available as of the date of entry into force of the
WTO Agreement patent protection for phannaceutical and agricultural chemical
products commensurate with its obligations under Article 27, that Member shaH:

(a) notwithstanding the provisions of Part VI,provide as from the date of entry into
force of the WTO Agreement a means by wmch applications for patents for such
inventions can be filed;

(b) apply to these applications, as of the date of application of tms Agreement, the
criteria. for patentability as laid down in tms Agreement as if those criteria were
being applied on the date offiling in that Memberor, where priority isavailable and
clairned, the priority date ofthe application; and

(c) provide patent protection in accordance.with tms Agreement as from the grant of
the patent and for the remainder of the patent tenn, countedfrom the filing date in
accordance with Article 33 of this Agreement, for those of these applications that
meet the criteria for protection referred toin subparagraph (b).

Article 70.9 provides:

Where aproduct is thesubject of a patent application in a Member in accordance
with paragraph 8(a), exclusive marketing rights shaH be granted, notwithstanding
the provisions of Part VI, for a period of five years after obtaining marketing
approval in that Member or untila product patent is granted or rejected in that
Member, whichever period. is shorter, provided that, ·subsequent to the entry into
force of the WTO Agreement, a patent application has been filedand a patent
granted for that product in another Member and marketing approval obtained in
such other Member.

At the time tms case was heard, India was obligated to implement subparagraph (a) of Article

70.8butnot the other two subparagraphs ofthat Article?21

India first tried to establish that the BC should have made its complaint with the V.S. rather than

bringing a separate complaint. India submitted that the actions of the EC in bringing the separate

complaint were inconsistent with Articles 9.1 and 10.4 of the DSU,which requires parties to

submit multiple complaints to a single panel "whenever feasible" or "whenever possible".222 The

Panel rejected this argument, concluding that it was not mandatory for the EC to submit ifs

221 Part VlofTRIPS governs the Transitional Arrangements. As a developing country, India had an additioml1lO
years after the after entry into force of the WTO Agreement to provide patent protection for pharmaceutical and
agriculturalchemical products pursuant to Article 65 of TRIPS.
222 EC-India case, supra note2DS at para.3.2
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complaint together with the U.S. and that Article 9.1 of the DSU should not limit the substantive

or procedural rights of the Member states.223 Moreover, the Panel concluded that it had not been

feasible for the EC to submit its case to a panel together with the U.S. because at the time the

V.S. requested the establishment of a panel in 1996, the EC had not even requested consultations

with India and was therefore not entitled to request the establishment of panel. It would appear,

therefore, that a Member state could be subjected to repeated complaints by different parties on

the same issue. Hopefully this will not result in sorne states using the WTO panels to intimidate

and harass other Members, aswas arguably the situation in the India cases.

Since the Ee asked the Panel to extend its findings in the US-India case to the present case, the

Panel referred to the WTO case United States-Restrictions on Imports of Tuna224for the

proposition that though there is no stare decisis in the GATT, the panels strive for coherence in

their decisions.225 The Panel concluded that itcould,.therefore, take the decisions of the previous

panels or the Appellate Body into consideration. The Panel also noted the importance of

avoidinginconsistency in the decisions.226

On the issue of burden of proof, the Panel concluded that India had the onus of demonstrating

that its law was not inconsistent with TRIPS?27 The Panel took this approach despite India's

assertions that the onus in the first case was incorrectly allocated and that the Panel and the

Appellate Body in the US-India case had violated established principles goveming the burden

of proof, and that thefirst case was incorrectly decided.228 India had argued in the US-India

case that the Panel violated established principles on burden of proof by incorrectly interpreting

TRIPS as requiring a Member to eliminate any reasonable doubts that it has met the

requirementsof the Agreement. The Appellate Body in the US-India case concluded that the

Panel had .erred on this point and that Article 70.8(a) doesnot require a Member state to establish

a means to eliminate any reasonable doubts regarding whether mailboxapplications could be

223 Ibid. at paras. 7.14-7.15
224 (Complaints by the EEC and the Netherlands), (l994) WTODoc. DS29/R
225 EC-India case, supra note 208 at para. 7.27
226 Ibid. at para. 7.30
227 Ibid. at para 4.12
228 Ibid.
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rejected on the basis that the matter for which protection was sought was not patentable at the

relevant time under the laws of that state.229 According to the Appellate Body, however, the

Panel wascorrect in deciding that 70.8(a) requires Member states to allow mailbox applications

to be filed and must allocate filing and priority dates to those applications.23o

Since the Panel in the US.-India dispute found that India's system of administrative instructions

did not provide a sound legal basis for preserving the novelty and priority of the inventions, the

Panel in the EC-India case decided that the Ee had established a prima facte case of

inconsistency on the basis of its reference to the US.-India case.231 India submitted that it was

not the role of the Panel to decide whether the mailbox system was consistent with Indian law

but whether India was complying with its TRIPS obligations.232

India pointedout that in the US.-India case, Indiaand the D.S. had presented conflicting views

on what was possible under Indian law, but the Panel had agreed with the American

interpretation of Indian law. 233 India argued that the Panel in the US.-India case had not

assessed Indian law as a fact to be established by the D.S. but rather as lawto be interpreted by

thePane1.234 India submitted that the Panel and the Appellate Bodyhad incorrectlybased their

conclusions in the earlier case on their own interpretations of Indian law.235 India further

submitted that Member states should be given the benefit of the doubt when it cornes to their

interpretations of their municipal law. The US. acknowledged that it was proper to seek

guidance from Members regarding their domestic law and to give Members the benefit of the

doubt when it cornes to the interpretation of their domestic laws. However, the D.S. argued,

WTO Panels donot haveto give total deference to national authorities}36

229 US-India case AB Report, supra note 207 at para. 58.
230 Ibid.atpara. 57.
231 EC-India case, supra note 208 at paras.7.42-7.43.
232 Ibid. at para. 4.11.
233 Ibid. at para. 4.12.
234 US-India case AB Report, supra note 207 at para. 9.
235 EC-India case, supra note 208 atpara.4.14.
236 US-India case AB Report, supra note 207 atpara. 17.
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Although the Appellate Body acknowledged that Article 1.1 allows Members the freedom to

detennine the appropriate method of implementing TRIPS, the Appellate Body held that it was

appropriate for the Panel to engage in a detailed examination of the domestic law in question in

order to assess whether the domestic law was consistent with the TRIPS Agreement.237 Article

XVI.4 of the. WTO Agreement requires each member to "ensure the conformity of its laws,

regulations, and administrative procedures with its obligations as provided in theannexed

Agreements". Like the Panel in the US.-India case, therefore, the Appellate Body in the US.­

India case engaged in an examination of Indian law. Though the Appellate Body stated that it

was not interpreting Indian law per se but rather examining the law to see whether it was

consistent with TRIPS, the Appellate body appeared to provide its own interpretation of the

Indian law and how Indian authorities should interpret and apply Indianlaw.238 At paragraph 69

ofthe Appellate Body Report, the tribunal stated:

We note also that, in issuingthese 'administrative instructions', the Government of
India did not avail itself of the provisions of section 159 of the Patents Act, which
allows the Central Government 'to make mIes for carrying out the provisions of
[the] Act' or section 160 of the Patents Act, which requires that mIes be laid
befdre each Rouse of the Indian Parliament. We are told by India that such
mlemaking was not required for the 'administrative instructions' at issue here. But
this, too, seems to be inconsistent with the mandatory provisions of the Patents
Act.

The Appellate Body was notpersuaded by India's explanation of "these seemmg

contradictions".139

India noted that interpretation of TRIPS given by the Panels and the Appellate Body in these

cases would result in the consequence that the transitional arrangements which were intended to

allow developingcountries to postpone certain legislative changes would not allow such action

in the areas of technology that are most sensitive for developing countries - product patents for

pharmaceutical and agricultural chemical products. This, India argued, would be an absurd

result.24o Rowever, the Panel viewed this as a "critical part of the deal" that was struck in

237 Ibid. at paras. 66-69.
238 Ibid. at paras. 66-69.
239 Ibid. at para. 70.
240 EC-India case, supra note 207 at para. 7.71.
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allowing the developing" countries to delay the introduction of product patent protection into their

nationallaws.241 The Panel's view, though it may be an absurd result as India suggested, does

appear to be a reasonable interpretation ofwhat the text of TRIPS requires. Unfortunately, sorne

of the developing countries may not have been fully cognizant of the nature of the changes they

were agreeing to make to their nationallaws or they may have expected that TRIPS wouldbe

interpreted to allow more flexibility for Member states.

Like the Panel and the Appellate Body in the US.-India case, the Panel in the EC case examined

India's laws, rejected the Indian interpretation of Indian law and decided the case in the favor of

the EC. The Panel in the EC-India case recommended that the DSB request that India bring its

transitional regime intoconformity with its obligations under TRIPS.

One legal commentator questioned whether the Panels and Appellate Body in the India cases

should have interpreted Indian law as though they were interpreting a WTO Agreement even

though the decision may have been valid given the detailed requirements imposed by TRIPS.z42

Both tribunals have been criticized for failing to provide any real analysis, and for not

considering any expert views on the Indian legal system with respect to patent protection.243

These early TRIPS decisions were an indication that the WTO framework could substantially

reduce domestic control over intellectual property regimes.

In the U.S.-India case, the parties agreed that India could have 15 months from the date of the

adoption of the reports to implement the necessary changes. This deadline expired on April 16,

1999. " At the DSB meeting on April 28, 1999, India presented its final status report on

implementation, in which it disclosed the enactment of legislation to implement the

recommendations and rulings ofthe DSB. India presented ajoint statement with the EC in which

it agreed to implement the changes within the time frame agreed to in the U.S. dispute on this

matter.244

241 Ibid. at para. 7.40.
242 Trebilcock & Howse, supra note 65 at 331.
243 Ibid.
244 Overview, supra note 203 (dateaccessed: 15 July 2001)



54

Canada - Term of Patent Protection- Comp/aint bythe United States245

This case was about the term of protection for Canadian patents granted before 1989. AUeging

that Canada was not complying with· TRIPS, the United States requested consultations with

Canada on May 6, 1999.246 Since the consultationswhich were held in June 1999 did not resolve

the dispute, the D.S. requested the establishment of a dispute settlement panel, which was

established on September 22, 1999. 247 Thedispute was heard in Geneva on December 20, 1999

and January 25, 2000.248 Canada defended its positionby arguing that Canadian law effective1y

complied with TRIPS.149

UnderArticle 65, aU Members, with •the exception of developing countries, •.are obligated to

implement the Agreement within one year of entry into force of the Agreement. Since TRIPS

came into force January 1, 1995, aIl developed country Members had to ensure that their IP laws

were compliant by January 1, 1996.150 The Canadian Patent Act distinguishes between patent

applications filed or issued before October 1, 1989 ("Old Act") and those filed or issued after that

date ("New Act"). 251 Before October 1, 1989 the tenu of protection for patents was 17 years

from the date of issue rather than 20 years from the date of filing.252 For patents filed on or after

October 1, 1989, theterm of protection is 20 years from the date offiling.253

In thiscase, which the Alnericans described as "an exceedinglysimple one,,,254 the U.S. argued

that TRIPS obligates members to grantaterm of patent protection of at least 20 years from the

date ofjiling, andrequires aIl Members to extend this minimum term of protection to aIl patents

inexistence at the time TRIPS became applicable to the Members.255 Relying on Article 31 of

the Viel1na Convention as authority for the principle that anysubsequent practice in the

245 Canada _Tenn ofPatent Protection (Cornplaintby the United States) (2000), WTO Doc. WTIDS 170/R (Panel
Report), onIme: <http://www.wto.org/english/tratop_e/dispu_e/distab_e.htm> [hereinafter Patent Terrn case]
246 1bid., Attachment 1.1 First Submissionof the United States.
247 Ibid.
248Ibid.at paras. 2.1.6, 1.7.
2491bid., Attachment 2.1, First Submission of Canada.
250 TRIPS, supra note 4, Article 65.
251 Patent Act, R.S.c. 1985, c. P-4, SS. 44, 45.
252 Ibid. s. 45.
253 Ibid., s.44.
254 Patent Terrn case, supra note 245, Attachment 1.1, First Submission of the United States at para. 1.
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application of an agreement can establish the agreement of the parties regarding its

interpretation, the D.S. referred to changes that were made by the U.S. and various other nations,

including Australia, Germany, Greece, New Zealand and Portugal, to make their legislation

TRIPS compliant.256

The D.S. anegedthat Canada was not complying with TRIPS since section 45 of the Canadian

Patent Act provided a term of protection of 17 years .from the date of issue of the patent for

patents filed before October 1, 1989, rather than 20 years from date offiling.257 TRIPS, the D.S.

argued, outlines the minimum term of protection Member states must provide in their domestic

legislation, not a maximum term.258 In support of this argument, the D.S. referred to part of

Article 1.1 of TRIPS which states:

Members shan give effect to the provisions of this Agreement. Members may,
but shall not be obliged to implement in their law more extensive protection than
is required by this Agreement, provided such protection does not contravene the
provisions of this Agreement.

Clearly, the U.S. argued, Members are free to provide more protection for IP rights than what is

set out in the Agreement but not less. 259

In addition, the D.S. relied on Article 70 of TRIPS which govems the protection of existing

subject matter. TRIPS does not give rise to any obligations with respect to acts which occurred

prior to the application of the agreement but il doesgive rise to· obligations with· respect to all

subject matter existing at that date.260 Articles 70.1 and 70.2 of TRIPS state:

1. This· Agreement does not giverise to obligations in respect of acts which
occurred before the date of application of the Agreement for the Member in
question.

2. Except as otherwise provided for in this Agreement, this Agreement gives rise to
obligations in respect of an subject matter existing at the date of application of this
Agreement for the Member in question, and which is protected in that Member on

255 Ibid. atparas. 3, 9, 10, Il.
256 Ibid. at paras.16, 17.
257 Patent Terrn case, supra note 231, Attachment 1.1 at para 3.
258 Ibid. at paras. 10-12. .
259 Ibid.
260 TRIPS, supra note 4, Article 70; Ibid at paras. 1 & 2.



56

the said date, or which meets or cornes subsequently to meet the criteria for
protection under the.terms ofthis Agreement.

According to the U.S .. submission, Article 70.2 means that the TRIPS applied to patents already

existing at the time TRIPS came into force. 261 The Canadian position was that, by virtue of

Article 70.1 of TRIPS, patents granted prior to the. application of TRIPS should be exempt from

TRIPS.262 Canada submitted that.since Article 70.2 uses the phrase "except as otherwise provided

for in this Agreement," it is subject to the provisions of Article 70.1.263 Since Article 70.1 provides

that the Agreement does not apply to acts which occurred before it came into force, TRIPS should

notretroactively apply to pre-existing patents.264 The American response to this argument was that

Canada's interpretation of this Article would render TRIPS meaningless for aIl IP rights existing

before TRIPS came into force. 265 •This, it was suggested, would have devastating consequences for

inteIlectualproperty rights holders and would dramatically undermine the TRIPS agreement?66

If the Canadian position on this issue had been accepted by the Panel, the result would havebeen

to give aIl countries more time before they would have to comply with their TRIPS obligations

with respect to existing patents. This is critical because much of the developing country resistance

to TRIPS stems from a negative reaction topatent protection, particularly in the area of

pharmaceuticals. If Member states could avoid applying TRIPS to pre-existing patents, the

developing countries would .have more time toeffectively "catch up" before TRIPS would have a

substantiveeffect on their domestic inteIlectual property regimes. However, in this writer's view,

this interpretation of TRIPS appears to be contrary to the language and the spirit of the TRIPS

Agreement.

According to the Canadian records, more than 60% of the Old Act patents (pre-1989 filings)

would not expire until or after twenty years from the filing date.267 Of the 40% of Old Act

patents that would expire before the end of twenty years from the date of filing, more than three

261 Patent Terrn case, supra note 245, Attachment 1.1 at para. Il.
262 Ibid., Attachment 2.1 at para. 10.
263 Ibid. at para 13.
264 Ibid., Attachment 2.1 at paras 13, 14, 113-126.
265 Ibid., Attacbment 1.2, Oral Statement of the United States at the First Meeting with the Panel at para. 17.
266 Ibid.
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quarters of them would expire in the mneteenth year?68 Of those that would expire in the

mneteenth year from the date of filing, the majority of them wouldexpire in the last half of the

nineteenth year. 269 While the changes to the Patent Act reduced incentives to delay prosecution

of the patent application, the legislation still allowed the applicant to retain control of the

prosecution process.270 The average time between the date of filing and. grant or issue for

applications filed under after 1989 in Canada is five years for the majority of applications?71

However, the applicant had the discretion to either accelerateor retard the prosecution

process.272

Canada argued that section 45 of the Canadian Patent Act was not directly comparable to Article

330fTRIPS?73 While section 45 ofthe Canadian Patent Act expressed a term ofprotection with

reference to the date of grant, there was no reference to the date of filing. 274 • Hence, Canada

argued, section 45 of the Canadian Patent Act did not require a term of protection that ended

before 20 •years from the date of filing. Since section 45 made no reference to the filing date,

there could be no TRIPS violation.275 One would need to consider, therefore, whether the

protection provided under section 45 of the Patent Act was effectively equivalent. to the

protection required hy Article 33 of TRIPS.276 The Canadian govemmentargued that since it

took an average of three years from date of filing for a Canadian. patent to be issued, a term of

protection of 20 yearsfrom the date of filing was equivalent to 17 years from the date of

issuance, more or less, depending onhow long it took for the patent to be issued?77 If it took 5

years for the patent to he issued, the patentee would have 15 years ·left on the patent after

issuancebasedon TRIPSrequirements, totaling 20 years from the date of filing. On the other

hand, if it took 2 years to process the patentapplication, the patentee would have 18 years of

267 Ibid., Attachment 1.1 at paras. 42-45.
268 Ibid. at paras. 42-45.
269 Ibid.
270 Ibid. at para. 49.
271 Ibid. atparas. 52-54.
272 Ibid. at para. 49.
273 Ibid. atparas. 59-64.
274 Patent Act,S'upra note 251, s.45; Ibid., Attachment 2.1 atpara. 85.
275 Patent Term case, supra note 245, Attachment 2.1 at paras. 85-86.
276 Ibid., Attachment Uat paras. 59-64.
277 Ibid., Attachment 2.1at para. 64.
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protection after the date of issue, based on a term of protection of 20 years from the date of

filing.

The section 45 tenu ofprotection, it was argued, was equivalent or superior to the 20 year TRIPS

requirement.278 Moreover, section 45 did not require that the term of protection end before 20

years from date of filing.279 In fact, Canada submitted, it was within the strategic control of the

applicant to extend the length of the term of protection.280 The applicant had various options

available to retard the prosecution of a patent. Theseincluded asking the examiner to postpone

the examination, waiting until the end of aIl prescribed periods before responding to the

examiner's reports, allowing the application to become abandoned, or not paying the final fees. 28l

In the case of applications that were abandoned, the applicant could have the application

reinstated within twelve months from the date of abandonment.282 In addition, applicants who

wanted to prolong their period of protection under the Canadian Patent Act were able to do so

without any prejudice to the security of their invention becauseunder the oid Patent Act,

applications were only opened topublic inspection after the patent was granted.283

Canada also submitted that Article 62 of TRIPS further addresses the scope of the obligation set

out in Article 33 ofthe Agreement.284 Article 62 states:

1. Members may require, as a condition of the acquisition or maintenance of the
intellectuai property rights provided for under Sections 2 through· 6 of part n,
compliance with reasonable procedures and formalities. Such procedures and
formalities shaH be consistent with the Provisions of the Agreement.

2. Where the acquisition of an intellectuai property right is subject to the right
beinggranted or registered, members shall ensure that the procedures for grant. or
registration, subject to compliance with the substantive conditions for acquisition
of the .right, permit the granting or registration of the right within a reasonable
period of time so as to avoid unwarranted curtailment of the period ofprotection.

278 Ibid., Attachment 2.1, at para. 5.
279 Ibid.
280 Ibid. at paras. 5,93-95.
28I/bid., Attachment 1.1 atparas. 36,37.
282 Ibid. at para. 37.
2831bid. at paras. 38, 39.
284 Ibid., Attachment 2.1 at para. 7.
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The Canadian government took the position that the phrase "unwarranted curtailtnent" in Article

62.2 were an indication that Article 33 could not be understood to require a minimum term of

protection of a full 20 years of exclusivity.285 Therefore, it was argued, Article 33 i8 properly

characterized as a substantive rather than a technical rule.286 Canada encouraged the Panel to

consider the substance of the domestic legislation; that is, look at the "effectiveness" and

"adequacy" of the law in implementing the TRIPS obligation.287 It was argued that the practical

effect of the Canadian legislation was toprovide a term of patent protection that was equivalent

to that required by the TRIPS Agreement.288

In support of the position that its term of protection was essentially equivalent to that required by

TRIPS, the Canadiangovernment referred to Article 1709 of the North A11Jerican Free Trade

Agreement, which requires a termof protection of 20 years from the date of filing, or 1Tyears

from the date .of grant.289 It was argued that the fact thatthe D.S., the complaining party, agreed

to Article 1709 suggested that the U.S. viewed the terms as equivalent. Moreover, Canada

attempted to establish that in providing a 17 year from grant term of protection it was acting

within "the scopeof freedom afforded Members under paragraph 1 of Article 1" to determine the

appropriate method ofimplementing TRIPS.29ü Rad the Canadian government been successful

on tms point, it would have been foreseeable that TRIPS would allow Member states to retain a

fair level of domestic control over their intellectual property regimes. If the "equivalency"

argument hadbeen successful, if also would have facilitated arguments supporting the ability of

various nations to implement the Agreement in a flexible manner suitable to theirparticular

conditions. However,the WTO had already rejected such flexible Interpretation on TRIPS in the

lndia case, supra.

The Panel concluded that section 45 of the Canadiari Patent Act violated Article 33 of the. TRIPS

Agreement, holdingthateffective substantialcompliance with TRIPS is not sufficient. The

285 Ibid., Attachmentl.1. at para. 68.
286 Ibid. at para. 69.
287 Ibid. at para. 70.
288Ibid.atparas 71-79.
289 Ibid., Attachment 2.1 at paras 80-81.
290 Ibid. at para 82.
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Panel was of the view that Member states must implement domestic law according to the specifie

standards prescribed by the Agreement. Hence, the Panel requested that the Canadian

government bring its measures into conformity with TRIPS.291

On the question of the burden of proot; the Panel agreed with the Canadian assertion that the D.S

had the burden to e~tablish a prima facie case of inconsistency with the TRIPS.292 The Panel

referred to prior WTO jurisprudence which held that the party who asserts the affirmative of a

particular claim or defence, whether complaining or defending, has the burden of proof,z93 Once

that party has raised a sufficient presumption in favour of its position, the burden shifts to the other

party to refute the presumption.294 Thus, once the D.S.established a prima facie case of

inconsistency, Canada had the burden ofrebutting the presumption.295

As required by Article 31 of the Yienna Convention, the Panel interpreted the Agreement in

accordance with the ordinary meaning to be given to the terms in the context andin light of the

object and purpose ofthe Agreement.296 The Panel agreed with the D.S. Submission that "subject

matter" which was protected at the time TRIPS came into force on January 1, 1996 included

inventions that had patent protection in Canada on that date.297 Sinee patented inventions were

protected subject matter pursuant to Article 70.2 of TRIPS, the Panel deelined to decide whether

the administrative act of granting a patent was excluded from TRIPS application by virtue of

Article 70.1.298

The Panel also rejected the Canadian submission that Article 70.2 did not apply because of the

words "except as otherwise provided in this Agreement" in Article 70.1. The Panel rejected this

submission on the basis that Article 70.1 refers to "acts" while Article 70.2 Tefers to "subject

291 Canada Patent Term case, Panel Report, supra note 245.
292 Ibid. at para 6.10.
293 Ibid. at,para. 6.9.
294Ibid.at paras. 6.9, 6.1 O.
295 Ibid. at para 6.10.
296 Ibid. at para 6.13.
297 Ibid. at para 6.37.
298 Ibid. at para. 6.41.
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matter", which the Panel considered tobe two different concepts.299 Therefore, the acts

mentioned in Article 70.1 did not faH within the exception in Article 70.2.300 The Panel adopted

this interpretation in order to avoid any conflict between. the first two paragraphs of Article 70,

consistent with the presumption in intemationallaw against conflict.301

The Panelpointed out that if Canada's. argument that patents granted before January l, 1996 are

not subject to Article 70.6 of TRIPS (which states that Members do not need to apply the

provisions regarding compulsory licensing "before the date this Agreement became known")

were accepted, theeffect would be to render Article 70.6 redundant or useless.302 In other words,

there would be no need to include this· provision in the Agreement if patents granted before the

Agreement came into effect were not subject to TRIPS. The Panel concluded that the Canadian

interpretation of the Agreement was contrary to the principle of effective interpretation - that is,

the interpreter is not to interpret the treaty in such a manner that the interpretation renders entire

paragraphs or clauses of a treaty meaningless.303 If the Panel had interpreted Article 70 of TRIPS

as nothaving retroactive effect, that iS,not applying to pre-existingintellectualproperty, the

object and purpose ofTRIPS would have been, at least for the next several years, defeated.

The Panel found, therefore, that the U.S. had established a prima facie case that Article 70.2

applied to patents granted prior to the tÎine TRIPS came into force for developedcountry

Members.304 According to the Panel, Canada was obligated to grant theterm ofpatent protection

set out in Article 33 to inventions protecfedby "ûld Act" patents that were still in force at the

time TRIPS came into effect.305

In the view of the Panel, the language of Article 33, which requires a term of protection that

"shaH not end before" twenty years from the filing date, establishes the minimum term of

299 Ibid. at para. 6.44.
300 Ibid. at para. 6.44.
30l Ibid. atpara. 6.45.
302 Ibid. atpara. 6.48.
303 Ibid. atparas; 6:48, 6.49.
304 Ibid. at para. 6.56.
305 Ibid. at para. 6.56.
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protection that must be afforded to Members.306 Section 45 of the Patent Act was therefore found

to be inconsistent with TRIPS because it did not meet the minimum term set out in Article 33 in

aH cases.307 With respect to the equivalencyargument put forward by the Canadian government,

the Panel concluded that the Canadian interpretation would require one to read into the TRIPS

Agreement language that is not in the Agreement. Citing an earlier WTO decision, the Panel

pointed out that interpretation of the treaty must be based on the text above aH else.308

The Panel also rejected theCanadian argument that since it was free to determine the appropriate

method of implementing TRIPS, it could retain the term of protection of 17 years from grant.

This Canadian position was based on a combined reading of Articles 33, 62.2 and 1.1. The Panel

held that while Members are, according to Article 1.1, free to determine the appropriate method

of implementing TRIPS, they cannot ignore the requirements of either Article 33 or Article

62.2.309 Though Canada did not argue that the overaH average term of protection under section

45 for üld Act patents was consistent with TRIPS, the Panel took it upon itself to eliminate any

such potential arguments, stating clearly that averages cannot be used to maintain an equivalency

argument.310

Likewise, the Canadian position that there was no TRIPS violation since theapplicant could

control the approval process through varions statutory delays and thereby effectively extend the

term of protection was rejectedby the Pane1.31l Moreover, suchdelays were found to be

unreasonable contrary to Article 62.312 Article 62.1 of TRIPS aUows Member states to require

reasonable procedures and formalities in order to acquire and maintain inteHectual property

rights. However, as with aU provisions which provide sorne flexibility within TRIPS, there is a

requirement that such procedures and formalities be consistent with TRIPS. In the view of the

Panel, the procedural delays described by Canada were not reasonable procedures since they

306 Ibid.atpara 6.85-6.87.
307 Ibid. atpara 6.88c6.89.
308 Ibid. at para 6.92. The panel referred ta the WTO decision in Japan -Alcoholic Beverages (1997) WTO Doc.
WTIDeelAB/R.
309 Patent Term case, ibid. at para 6.94.
310Ibid. at para 6.97-6.100.
3lJ Ibid.atparas. 6.103-6.11l.
312 Ibid. atparas. 6.112-6.115.
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were not related to valid requirements for a proper examination. Therefore, requiring applicants

to resort to such delays would be inconsistent with Article 62.1 ofTRIPS.313

At the DSB meeting of 23 October 2000, Canada stated that it intended to implement the DSB's

recommendations and mlings but that it would require a reasonable period of time for

implementation. The matter was submitted to an Arbitrator, who decided thatlO months would

be a reasonable period oftime for implementation. Therefore, Canada had until August 12, 2001

to amend its laws.314

This case is useful for the present analysis because it demonstrates that no flexibility will be

accorded to Members when implementing a provision which appears to be clear. Twenty years

from filing means exactly that. Though Canada argued that seventeen years from grant is more

or less the same as twenty years from filing, this is apparently not acceptable under WTO mIes.

If TRIPS were to be interpreted in a manner that allowed more discretion on the part of Member

states as Canada argued, the Panel could have found that there was substantial compliance with

the Agreement in this case. Though this writer does not disagree with the outcome of this case, it

demonstrates an inclination to give TRIPS a strict interpretation. The message is that it is not

acceptable to effectively comply with the Agreement, nor with the spirit of the Agreement. If

Members do not conform to the precise requirements of TRIPS, they may be in violation. The

TRIPS Agreement does not accord Members the flexibility to modify their laws so that they are

in compliance with TRIPS in a general sense. It may be that this was the only approach for the

WTO Panel to take in order to avoid applying different standards in each case, especially in a

case suchas this where the requirement is clearly stated to be a term of protection of twenty

years from the date of filing.

313 Ibid. at paras. 6.114-6.115.
314 Overview, supra note 203 (date accessed 16 August 2001)



64

Canada- Patent Protection ofPharmaceutical Products, Comp/aint by Ec;315

This case, brought by the EC against Canada, presents a more interesting problem than the

Patent Term case. This case raised important questions regarding thelegal Interpretation of the

language.ofthe TRIPS Agreement and the balancing of the intereststhat has to be considered, or

that should be considered, when interpreting TRIPS. Unfortunately, the Panel chose to decide

the matter without addressing sorne of these critical issues.

On December 19, 1997, the EC filed acomplaint against Canada, alleging that there was

inadequate protection for pharmaceutical inventions under the Canadian Patent Act. The EC

alleged that Canada's legislation violated Canada's obligations under TRIPS because itdidnot

provide complete. protection for patentedpharmaceutical products for the full duration of the

term of protection required by Articles 27.1, 28 and 33 of TRIPS. The EC requested a panel on

November 11, 1998 and the DSB established a panel on February 1, 1999. The EC requested

that the Panel find subsections 55.2(1) of the Patent Act, the "regulatory review exception" and

55.2(2) of the Patent Act, the "stockpiling exception," to be inconsistent with Canada's

obligations under Articles 27.1, 28.1 and 33 ofTRIPS.316 Since this case raises interesting issues

that are particularlyrelevantto.this paper, the case will be discussed in sorne detai1.

Article 27.1 of the TRIPS requires that patent rights be available without discrimination as to the

place of the invention, the field of technology and whether products are. imported or produced

locally. Article 28 of TRIPSprovides that a patent shaH confer on the patent holder the right to

prevent third parties from making, using, selling or offering for sale or importing the invention

withoutconsent. Where the patent apphes to a process, in addition to the aforementioned rights,

the patent holder may also prevent anyonefrom using the process. Article 33 of TRIPS sets a

minimum tenn of patent protection of20 years from the date of filing.

315 Canada - Patent Protection ofPharmaceutical Products, Complaint by the European Communitiesand their
Member States (2000), WTO Doc. WTIDSl14/R (Panel R~port) online:
<www.wto.org/english/tratop_e/dispu_e/distab_e.htm> [hereinafter Canada Pharmaceuticals case].
3161bid. atparas. 1.1 & 7.11.
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Under the Canadian Patent Act, it is not an infringement to make, use, or sell a patented

invention without consent of the patent owner solely for uses related to the development and

submission of information as required under Canadian law with respect to the regulation of the

manufacture, sale and use of any product ("regulatory review exception,,).317 Nor is it an

infringement to make, use, construct or sell the invention for manufacture and storage during the

6 months before the expiration of the patent for sale on the date that the patent expires

("stockpiling exception,,).318

Section 55.2 of the Patent Act allows companies that produce generic drugs to conduct the

necessary trials and generate the informationnecessary for submission to Canadian authorities in

order to obtain approval to sell the drug .as soon as the patent expires. It also enabled the generic

drug industry to have a stockpile of drugs ready for sale as soon the patent expired, provided they

had obtained the necessary approva1.319 The underlying policy rationale of the exception was to

provide Canadians access to reasonably priced drugs: generic pharmaceutical drugs are less

expensive than brand name pharmaceutical drugs.

In response to the EC complaint, Canada argued that these two measures were limited exceptions

within the meaning ofArticle 30 of TRIPS which states:

Members may provide limited exceptions to the exclusive rights conferred by a
patent,provided that such exceptions do not unreasonably conflict with a normal
exploitation of the patent and do not unreasonably prejudice the legitimate interests
of the patent owner, taking account ofthe legitimate interests ofthird parties.

Canada took the position that the provisions of section 55.2 the Patent Act "allow the patent

owners complete freedom to exploit their rights throughout the full term of patent protection,

leaving the monopoly of commercial exploitation and the exclusivity of economic benefits

unimpaired for the life of the patent.,,320 Canada also submitted that these measures would not

317 Patent Act, supra note 251, s.55.2(1).
318 Ibid., s.55.2(2), (3); Manufacturing andStorage ofPatented Medicines Regulations, s.2.
319 This section was amended as a result ofthis case by Bill S-17, supra note 130.
320 "Panel Cases to which Canada isa Party" onIine: <http://www.dfait.maeci.gc.ca/tna-nac/menu-e.asp> (date
accessed: 10 Nov 1999).
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conflict with the normal exploitation of the patent or prejudice the rights of the patent owner

since the Patent Act provided for the sale ofthe invention only after the patent had expired.321

Furthermore, it was submitted that these exceptions took into account the legitimate interests of

third parties by allowing competitors to compete afterthe patent expired. It was argued that this

was consistent with the underlying policy of open competition in Article 29 of TRIPS, which

requires an applicant for a patent to disclose the invention in a sufficiently clear manner so that

the invention may be reproduced by a person skilled in the art. Public disclosure of the invention

is required in return for the grant of a patent so that once the patent expires others may produce

the invention. It was submitted that this was also consistent with Article 33 of TRIPS which

specifies a limited term of patent protection (a minimum of 20 years), and Article 40 of TRIPS

which allows Members to implementnational measures to prevent an abuse of intellectual

property rights which are having an adverse effect on competition.322

Canada referred to Article 7 of TRIPS tosupport its position that the objective of TRIPS is to

protect intellectual propertyrights in a manne! that takes into consideration other legitimate

interests. Article 7 ofTRIPS states as the objectives of TRIPS the following:

The protection and enforcement of intellectual property rights should contribute to
the promotion of technological innovation and to the transfer anddissemination of
technology, to the mutual advantage of producers and users of technological
knowledge and in a mannerconducîve to social and economic welfare, and to a
balance ofrightsand obligations.

Thus, Canada argued, the Dispute Settlement Body (nSB) should take into account Canada's

national interest in measures which areconducive to the social welfare of the nation and in

achieving a balance of rights and obligations. Canada submitted that, as stated in Article 7 of

TRIPS, the Agreement provides flexibility for Members to adopt measures that balance the

interests of theintellectual property right holder with the other legitimate interests.323

321 Canada Pharmaceuticals case, supranote315 at paras. 4.10-4.14.
322 Ibid.atpara-A.14.
323 Ibid.at paras. 4.12-4.14.
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In addition, Canada relied upon Article 8.1 of the TRIPS, which allows Members to adopt

measures based on other considerations, such as health and public policy. Article 8.1 sets out the

fonowing as the principles ofTRIPS:

Members may, in formulating or amending their laws and regulations, adopt
measures necessary to protect public health and nutrition, and to promote the
public interest in sectors of vital importance to their socio-economic and
technological development, provided that such measures are consistent with the
provisions of this Agreement.

Canada argued that the exceptions in section 55 of the Patent Act sought to protect public health

by promoting access to low cost generic medicines after the expiry of the patent. As required

underArticle 30 of TRIPS, this regime took into account the legitimate interests of third parties

such as individuals, private insurers and public sector bodies that finance health care by

maintaining access to affordable medicines. TRIPS, Canada submitted, had as one of its key

goals, a balance between intellectual property rights and these other socio-economic

·d . f 324cons! eratlOns 0 govemments.

In addition, Canada submitted that Article 30 of TRIPS authorizes measures that limit exclusive

rights provided that no unauthorized commercial exploitation of the patent occurs during the

patent term. This part of the submission was based on the word "unreasonably" in Article 30 of

TRIPS, which allows uses that do not unreasonably conflict with the normal exploitation of the

patent or the legitimate interests of the patent holder. It was submitted that any other

interpretation would ignore the existence of the word ''unreasonably'' and disregard the public

policy principles underlying Articles 29 and 33, which encourage open competition. Canada

argued that this would promote the practice of enforcing patent rights during the patent term so

as to effectively extend the monopoly of the patent owner beyond the duration ofthe patent. The

reason this would create an extension of the patent term is because it would only be after the

expiry of the patent term that the generic companies could begin testing the drug and taking the

necessary steps to obtain approval to sen the drugs, which cantake several months.325

324 Ibid. at para. 7.24.
325 Ibid. at paras. 4.11-4.14.
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Canada furtherargued that it was not within the contemplation of TRIPS that important societal

interests such as the promotion of full competition after the expiry of the patent and the cost

saving benefits of such competition be overridden by the alleged right of patentees to exploit

time consuming regulatory review systems so as to extend the term of patent.protection. These

regulatory systems were neither designed nor intended for such use. In its submission, Canada

pointed out that the policy of extending the patent monopoly beyondthe duration of the 20 year

period was something which the EC unsuccessfuHy sought to have included in TRIPS. Canada

aHeged that the EC was attempting to secure. through litigation, protection which it could not

b . br gh .. 326o. tamt ounegotlatlOn.

Despite the fact that the parties, and manythird parties raised other critical issues relating to the

balance that TRIPS attempts to strike, the Panel chose to decide the case based on an

interpretation of the language contained in Article 30 of TRIPS.

In this case, the Panel concluded that the burden ofproof was on the EC to establish a prima

facie case that Canada had violated Articles 27.1, 28.1 and 33 of TRIPS. Canada would then

have to establish evidence to rebut the EC case. The Panel was of the view that by arguing that

Article 30 created an exception to Article 28, Canada hadeffectively conceded that there was a

violation of Article 28. Therefore Canada bore the burden of proving that subsections 55.2(1)

and (2) of the Canadian Patent Act met the criteria set out in Article 30.327

This approach by the Panel assumed that Canada wascorrect in its. interpretation of Article 30 of

TRIPS and that theEC was correct in its interpretation of Article 28. It also assumed that

activity which does not faH within parameters of one section (Article 30) of the TRIPS

Agreementconstitutes a violation of another section of the Agreement (Article 28). This

approach also failed to take into consideration the reliance of the Canadiangovemment on other

sections of TRIPS, such as Articles 7 and 8, indefense of its position. Thus, if a Member argues

that its laws faH within an exception to the rights conferred by the TRIPS, the Member will bear

326 ibid. at para. 4.11.
327 ibid. at para. 7.16.
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the burden .of proving that its laws meet the criteria set out in the exception. The complaining

party wou1d have to do very little to make its case.

As in other WIO cases, the Panel was guided in its Interpretation of the treaty by Article 31 of

the Vienna Convention on the Law ofTreaties which requires that a treatybe interpreted ingood

faithand accordance with the ordinary meaning of theterms of the treaty in the light of its object

and purpose. The Panel aIse referred to Article 31(3)(b) which allows one to take into account

"subsequent practice in the application of the treaty which establishes .the agreement of the

parties regarding its interpretation." Since the Panel referred to the Berne Convention to support

its Interpretation of TRIPS,.it also cited Article 32 of the Vienna .Convention for the authority to

take intocensideration the travaux preparatoire ofthe treatyand the circumstances leading to its

conclusion. •The Panel conclmied that in its interpretation of TRIPS it could consider not only

the negotiating history of TRIPS itself, but also that of the international agreements that were

incorporated into the TRIPS Agreement. 328

The EC alleged that Canada's legislation infringed Articles 27.1, 28.1 and 33 of TRIPS. Article

27.1 requires Members to makepatent protection available for product and process inventions

without discrimination as to the place of the. invention, the field of technology or whether the

products are imported or locally produced. Article 33 requires a term of twenty years from the

filing date. Article 28.1 gives the patent holder the exclusive rights to prevent third parties from

making, using,offering for sale, selling, or importing for thesepurpose ofmaking, using, or selling

the patented product without the consent of the patent holder. The same rightsextend to the holder

of a process patent, including. the right to prevent third parties from importing products obtained

directlyby the patented process without the consent ofthe patent holder.

The partiesdid not dispute the. meaning of the protection described under Article 28.1. They

disagreed, however,on the meanîng of the exception contained within Article 30 of TRIPS.

While theyagreed .that Article 30 establishes three conditions that must be met, there was

disagreement over the meaning ofthese criteria. Article 30 allows for: 1) limited exceptions to

328Ibid. atparas 7.13-7.14.
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the rights conferred by patent; 2) provided that the exceptions do not unreasonably conflict with

the normal exploitation of the patent; and 3) do not unreasonably prejudice the legitimate

interests of the patent owner, taking into consideration the legitimate interests ofthird parties.329

The Panel concluded that the three conditions must each have different meanings in order to

avoid redundancy.330 With respect to the interaction between Articles 30, 28, 7 and 8 the Panel

stated at paragraph 7.26 ofits report:

...Article 30's very existence amounts to a recognition that the definition of patent
rights contained in Article 28 would need certain adjustments. On the other hand,
the threelimiting conditionsattached to Article 30 testify strongly that the
negotiators of the Agreementdid not intend Article 30 tobring about what would
beequivalent to a renegotiation of the basic· balance of the Agreement.
Obviously, the exact scopeof Article 30's authority will depend on the specifie
meaning given to its limiting conditions. The words of those conditions must be
examined with particular care on this point. Both the goals and the limitations
stated in Articles 7 and 8.1 must obviouslybebome in mind when doing so as
weIl as those of other provisions· of the TRIPS Agreement which indicate its
object and purposes.

Unfortunately, despite the submissions by Canada and sorne of the third parties onthe balancing

of interests in TRIPS, the Panel did not engage in any meaningful discussion of non-intellectual

propertyconsiderations that are acknowledged in the TRIPS Agreement. This could be because

the Panel did not consider these discussions relevant to the disposition of the matter or because

the Panelwanted to avoid a potentially controversial discussion.

The Panel analyzed eachof the criteria set out in Article 30 of TRIPS. On the question of the

meaning of "limited exceptions," the Panel preferred the interpretation put forward by the EC to

that of Canada. TheCanadian interpretation of limited as meaning "confined withindefinite

limits", "restricted in scope, extent, amount" was broader than the interpretation offered by the

EC which was that of a narrow exception that couldbe described as "naITow, small, minor,

insignificant or restricted. ,,331

329 Ibid. at paras. 7.18-7.20.
330 Ibid. at para. 7.21.
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In deciding which wasultimately the correct interpretation, the Panel referred to Article 9(2) of

the Berne Convention, upon which the text of Article 30 of TRIPS was modeled.332 Article 9(2)

of the Berne Convention states:

It shall be a matter for legislation in the countries of the Union to permit the
reproduction of such works in certain special. cases, provided that such
reproduction does not. conflict with a normal exploitation of the work and does
not unreasonably prejudice the legitimate interests of the author.

The Panel could not ascertain from the negotiating history of TRIPS the reason why the term

"limited exceptions" was used in Article 30 of TRIPS rather than the phrase "in certain special

cases" which was used in the Berne Convention. However, the Panel was able to determine that

the term "limited exception" was used early in the drafting process and well before the decision

was made to adopt a text.based on Article 9(2) of the Berne Convention, and concluded that the

term "limited" must narrow the scope of the word "exception" which already implies sorne

limitation itself.333 Thus, a "limited exception" would mean a narrow or restricted exception.

Whether a particular action constitutes a limited exception will require an assessment of the

extent to which the rights of the intellectual property owner have been curtailed.334

The Panel also clarified that there can be no hierarchy of patent rights within the context of the

TRIPS Agreement. As a result, the fact that one is not selling apatented product though one is

making and using it does not result in a lesser infringement. The Panel's conclusion is

interesting, particularly since TRIPS does not contain any provision that explicitly prohibits

Members from creating a hierarchy of rights with respect to patent protection. Since the Panel

could not find support for the hierarchy of rights that was, in its view, implicit in the Canadian

argument (theright to exclude others from selling being the primary right and the right to

exclude othersfrom making or using being secondary rights)such hierarchy was unacceptable

within thecontext of TRIPS. Of course, since TRIPS is the standard that determines what a

nation can do domestically, the practical effectof this pronouncement is that a hierarchy of

331 Ibid. atparas. 7.27-7.28.
3321bid. atpara. 7.29.
333 Ibid.
334 Ibid. atparas. 7.31-7.33.
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patent rights cannot be created by a Member state in its domestic regime, regardlessof whether

this was or would have been acceptable under the law of sorne countries.335

The stockpiling exception under the Canadian Patent Act was disposed of on the basis that it did

not create a limited exception to the rights conferred by patent. The Panel held that since the

stockpiling exception permitted the using and making of a patented product six months prior to

the expiryofthe patent term without any restriction on the amounts produced and with no regard

to the subsequent consequences it might have, it failed to meet the first condition of Article 30 of

TRIPS?36 It seems that the Panel did not contemplate the possibility that it was only after giving

due regard to the consequences of the stockpiling exception that the Canadian government

implemented that provision. The aim of the provision was to encourage a faster entry of less

expensive drugs onto the market. Thus, it could only be with regard to the consequences of such

an exception,taking into account financial and health considerations, that this exemption was

created.

The Panel was of the view that the stockpiling exception in section 55.2(2) of the Canadian

Patent Act was not sufficiently limited in its scope. Though the Panel accepted that the

exception could only be used by persons who had made use of the regulatory review exception in

section 55.2(1), the Panel decided that "this was not a real limitation since only persons who

satisfy regulatory requirements would be entitled to market the product. ,,337 The Panel did not

provide a convincing explanation, however, ofwhy this makes the limitation less "real".

The sîx month time period was not a sufficient limitation in the Paners opinion because "six

months was a commercially significant period of time, especially $ince there were no limits on

the volume of production allowed, or the market destination of suchvolume"?38 It would not

have been as surprising that the Panel concluded that six months was a commercially significant

period oftime on a twenty year patent term had the Panel not also decided that the "short period

335 Whether a hierarchy of patent rights would otherwise be acceptable· in sorne countries is an interesting question
which requires a discussion that goes beyond the scope of this paper.
336 Canada Pharmaceuticals case, supra note 315 at paras. 7.34-7.38.
337 Ibid. at para. 7.37.
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of extended market exclusivity after the patent expires"339was not only acceptable but was

necessarily incidental to the patent right.340

The Panel's analysis illustrates how a strict Interpretation of TRIPS could leave national

governments very little freedom to hmit IPRs after taking other relevant considerations into

account. The Panel expressed the view that in both theory and practice, the market advantage

gained by the patent owner in the months after the patent had expired could be considered the

purpose of the patent owner's right to exclude others from making and using the patented item

during the term ofprotection. Since the rights of the patent owner are generally characterized as

the right to prevent others from engaging in competitive commercial activity, the Panel reasoned

that manufacturing for commercial purposes as allowed by the stockpiling exception in the

Patent Act was a competitive commercial activitythat the patent owner should be able to

prevent.341 Of course, this analysis is only valid if one focuses on the commercial purpose of

patent protection, the ultimate objective being sale.342 Given such strong protection for patents, it

is difficult to imagine many instances where a national government could limit patent rights

based on a balancing of competing interests and public pohcy considerations.

Since the Panel was able to dispose of the tirst issue on this basis, it did not consider the

consistency ofsection 55.2(2) with other sections of TRIPS, nor did it consider any of the other

arguments that were advanced on this issue. The Panel proceeded to consider the question of the

regulatory review exemption, which itconcluded was consistent with TRIPS.

In determining whether the regulatory review exception under section 55.2(1) of the Canadian

Patent Act was consistent with TRIPS, the Panel considered three Canadian arguments. As the

PaneLhad already rejected the Canadian argument that the exception in section 55.2 (1) of the

Patent Act was limited because it did not stop the patent holder from preventing commercial

338 Ibid. at para 7.36-7.
339 Ibid. .at para. 7.35.
340 Ibid.
341 Ibid. atpara. 7.35.
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sales of the patented product duringthe tenn of the patent, it rejected this argument in its analysis

of section 55.2(2) as weIl.343 The additional arguments considered by the Panel on the issue of

the regulatory review exception were with respect to the subsequent practices of other Member

States and the negotiating history of Article 30 in light of the American "bolar exemption".344

The Panel stated that it accorded no weight to either of these arguments because there was no

documented evidence to support the argument that TRIPS was negotiated with the understanding

that the bolar exemption could be retained under TRIPS. Nor did the subsequent practice of the

Member states fall within the meaning of practice in. the application of the treaty in the Vienna

Convention. 345

However, the position that the Canadian regulatory review exception was a limited exception

within the meaning of Article 30 of TRIPS was acceptable to the Panel. As long as the conduct

was confined to those acts needed to obtain regulatory approval, the extent of the acts

unauthorized by the patent holder could be considered narrowly bounded and therefore limited.

Though the Panel acknowledged that large amounts of a patented item may have to be produced

in order to demonstrate reliable manufacturing, it concluded that these production mns would not

be inconsistent with TRIPS "as long as they are solely for regulatory purposes and no

commercial use is made of resulting final products. ,,346

Yet again, the Panel related the limitation to commercialpurposes. The exception was not

problematicin the Panel's view as long as the product was not produced for the purpose of sale.

Despite its own commercial analysis, the Panel rejected the Canadian suggestion that the section

55.2 exceptions were limited because they would not affect the commercial rights of the patent

holder. It appears that this conclusion was reached because the Panel detennined that the patent

342 Yet the panel earlier criticized the Canadian government for making an argument which, in the view of the panel,
implicitly focused on the commercial aspect ofpatent protection -the right to exclude others from selling the
patented product.See para 7.33 of the Report of the Panel.
343 Canada fharmaceuticals case, supra note 315 .at para. 7.44.
344 Ibid. at paras. 7.41-50. The provision referred to as the American "bolar exemption" isthe American equivalent
of the Canadian regulatory review exemption.• Canada submitted that it was well knownduring the TRIPS
negotiations that thîs exemptionexisted in D.S. law and that the American negotiators had expressed the view that
they had ensured that the TRIPS Agreement would allow the D.S to maintain the bolar exemption.
345 Ibid. at para. 7.47.
346 Ibid. at para. 7.45.
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term is twenty years plus an additional incidental period of market exclusivity after the expiry of

the patent. By this logic, it follows that the regulatory review exception would not necessarily

conflict with TRIPS because it does not appear to have a direct impact on the post-term period of

market exclusivity (as long as the products made for testing are not ultimately for sale) whereas

the stockpiling provision eliminates this additional term completely. Nonetheless, the aim of the

pre-expiry regulatory approval process is to accelerate the entry of generic products into the

market. The regulatory review exception has the same practical effect as stockpiling insofar as it

effectively reduces the post-expiry period of market exclusivity by several years.347 By

. comparison, the stockpiling exception reduces the period of post-term market exclusivity by

several days or months, depending on how long it takes to manufacture sufficient product for

commercial sale.

As one would expect, the Panel acknowledged that without the regulatory review exception, the

patentholder would have a de facto term extension of several years. The Panel decided that is

was therefore necessary to determine whether a measure which had such a significant economic

impact on the patent holder could be considered a limited exception to the rights conferred by

patent.348 Rather than .analyzing this question under the condition of "limited· exception", the

Paneldecided that the issue should be addressed by theother two .conditions of Article 30 since

the latter twoconditions were the ones designed to directly address economic impact.349

The second condition contained in Article 30 of TRIPS is that the exception should not

"unreasonably conflict with a normal exploitation. of the patent". The Panel concluded that the

Canadian view that there was no conflict with the normal exploitation of the patent because

section 55.2 did not interfere with the patent owner's exclusive marketing rights was implicit in

the Canadian argument. As weIl, Canada hadargued that the de facto period of market

exclusivity after the expiry of the patent term was never part of the bargain between patent

347 On average, the overalltime for obtainîng regulatory approval for pharmaeeutieal produets in Canada is 8- 12
years for innovators and 3- 6 112 years for generies. See Report of the Panel, para 2.5. Since the patent term is
twenty years, innovators lose an average of 8 - 12 years on their termofmarket exclusivity. Vnder the regulatory
review exception, generie drug manufaeturers eould have approval to produee and sell the drug by the tirne the
patent expires.
348 Canada Pharamcueticalsease, supra note 315 at para. 7.48.
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holders and society.350 Once agam, the Panel rejected this argument when considering the

"limited exception" condition, and in its discussion on the normal exploitation of a patent, it

reiterated its position on this point. However, the Panel was of the view that Canada's argument

on this point was stronger with respect tothe regulatory review exception than with respectto.the

k '1' . 351stoc •pl mg exceptlOn.

The Panel found that the normal exploitation of a patent referred to the right of the patent owner

to obtain the economic value of the patent through ordinary commercial activity. This would

include theright to exclude others from engaging in competitive activity wmch would have a

negative impact on the expected commercial gains fromthe patent.352 However, the Panel found

it unacceptable for the patent holder to make use of the regulatory review period to create a de

facto extension of the patent term by several years and that this result was "an unintended

consequence of the conjunction of the patent law with product regulatory laws. ,,353 Hence, the

regulatory review exception did not confiict with the normal exploitation of the patent.354 Of

course, one could equallyargue, that since the market entry of the patent owner was aiso delayed

by the process of obtaining regulatory approval, this was a normal part of the process involved in

bringing productsof this nature to the market. The distinctionbetween this exception and the

stockpiling exception is that this de facto extension of the term of protection was characterized

as not being purely a function of the patent right.

The next condition under Article 30 was that the exception should not unreasonably prejudice the

legitimate interests of the patent owner. The Panel rejected the EC argument wmch equated

legitimate interest with legal interests?55 The Panel acceptedan Interpretation similar to the

Canadian position, which indicated a reference to interests beyond the legal rights themselves. 356

This would include interests. that canbe justified msofar as they are sllPported by "relevant

349 Ibid. atpara. 7.49.
350 Ibid. at para. 7.52.
351 Ibid. atparas. 7.56-7.57.
352 Ibid. atparas. 7.54-7.55.
353 Ibid. at para. 7.57.
354 Ibid. at para. 7.59.
355 Ibid. atpara. 7.62.
356 Ibid. atpara. 7.66-7.73.
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public bodies or other social norms".357 In order to find support for its interpretation of Article

30 of the TRIPS, the Panel referred to Article 9(2) of the Berne Convention, upon which Article

30 of TRIPS was obviously based, according to the Panel. It 31so relied upon the drafting

committee report for a better explanation of Article 9(2) of Berne.358 The Panel chose this

approach despite the fact that Article 9(2) of Bernerefers to the legitimate interestsof the author

of a copyrighted work, while Article 30 of TRIPS address the legitimate interests of the patent

owner (not the inventor, which is more akin to the author)359 and the legitimate interests of third

parties.

The Panel acknowledged the difficulties with itsapproach and stated that it did not place too

much weight on the meaning of the clause in the Berne Convention. However, it is questionable

whether it is appropriate to refer to the negotiating history of international intellectual property

agreements incorporated into the TRIPS for an interpretation of TRIPS provisions which do not

refer to those agreements. Unlike the prior agreements, TRIPS does not address intellectual

property in isolation, but rather addresses intel1ectual property in a trade context. Moreover, the

interests of the parties to the TRIPS are unique insofar as they can be required to comply with the

provisions or the TRIPS Agreement through the use of the WTO dispute settlement mechanism.

It cannot be forgotten that there are sanctions fornon-compliance within the WTO framework.

Thus, the international IP agreements, such as Berne, were first negotiated over a century ago

when the context was completely different. The language of the Berne Convention, for example,

could have no effect on a nation's domestic health policy. There was nothing comparable to the

force of the WTO which lies behind TRIPS and gives it the potential for immense impact. Prior

to TRIPS, there was nothing to force a nation to comply with anyprovision of the Berne

Convention or other international treaty on intellectual property. The negotiating history,

therefore, may not be an appropriate consideration when interpreting the language of TRIPS,

even where the TRIPS language appears to be based on that of an intel1ectual propertytreaty

such as the Berne. Furthermore, if cannot go unnoticed - as the Panel ifself commented - that the

357 Ibid. atpara. 7.69.
358 Ibid. atpara.7.71-7.72.
359 An inventor is not necessarily, and often is not, the owner of a patent just as the author is not necessarily the
holder of copyright.
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language of the Berne Convention, which deals with copyright, was used in this context to

interpret a section which addresses patent rights.

The BC argued that since it takes innovators eight to twelve years to complete the process of

obtaining regulatory approval, patent owners who suffer a reduction in the period of market

exclusivity should benefit from similar delays that competitors have to face before they can enter

the market.36o It was acknowledged by the Panel that a number of states had chosen to enact

extensions of the patent term to compensate innovators for this lost period of market

exclusivity.361 On the other hand, the Panel noted, a number of countries with provisions similar

to the regulatory review exemption in the Canadian Patent Act or that were in the process of

enacting similar provisions did not create legislation or plan to create legislation to compensate

for the removal of the de facto· extension of the tenn of market exclusivity. However, since

several countries had not .enacted such legislation, the Panel concluded that the interest claimed

onbehalf of patent O\vners whose effective tenn of market exclusivity had been reduced by the

regulatory review process was neither compelling enough nor so widely recognized that it could

be considered a legitimate interest within the meaning ofArticle 30 ofTRIPS.362

The Panel recognized that the decision to remove. the de facto extension of market exclusivity

could have represented a conclusion on the part of those governments that there were other

legitimate interests that outweighed those of the patent owner.363 Yet it would seern that one

couldmake the same argument about the stockpiling exception as weIl. Presumably, the same

public policy concems that would justify a governmenttaking measures to eliminate the de facto

term of market exclusivity that would result from the regulatory approval process could justi:fy

the relatedstockpiling exception. However, the question of the legitimate interest of the patent

owner in the loss of de facto extension of the period ofmarket exclusivity relating to the process

360 Canada Pharmaceuticals case, supra note 315 at para.•7.74.
361 Ibid. atpara. 7.76.
362 Jbid. atpara.7.78-7.82.
363 Ibid. atpara.7.79.
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of regulatory approval was characterized by the Panel as an ongoing policy debate among

Member states which the Panel did not view as an issue to be decided through adjudication.364

The Panel found no conflict with Article 27.1 of TRIPS which prohibits discriminatory

protection based on the fIeld of technology since it was not proved that the adverse effects of

section 55.2 of the Patent Act were limited to the pharmaceutical industry.365 The Panel did not

engage in an analysis of section 55.2 of the Patent Act in relation to other sections ofTRIPS.

The Panel recommended that the DSB require Canada to bring its legislation into conformity

with TRIPS. On April 25, 2000, Canada informed the DSB that it would require a reasonable

period of time in order to implenient the changes. Since the parties failed to agree ona

reasonable period oftime for the implementationofthe recommendations of the DSB, the matter

went to arbitration. The Arbitrator gave Canada until October 7, 2000 to implement the

recommendations of the DSB. At the DSB meeting of 23 October 2000, Canada informed

Members that it had implemented the changes as of that date.366

TRIPS has been criticized as not allowing states to adopt national intellectual property systems

appropriate to their particular economic, cultural and social conditions. Rather, Members must

adhere to amultilaterally determinednorm.367 While there havebeen attempts to construe TRIPS

as allowing Members sorne amount of flexibility, the decision of the Panel in this case reinforces

the earlier panel decisions on TRIPS which give the .Agreement a strict and narrow

interpretation.

In the context of patents, and phannaceutical patents in particular, the public policy

considerations may be of more significance in limiting the patent right than with other forms of

intellectual property protection. This is so not only because of concems over matters such as

health care but becausean underlying theory of patent protection is based on the notion of a

364 Ibid. atpara. 7.82.
365 Ibid. at para. 7.105.
3660verview, supra note 203 (date accessed: 16 August 2001)
367 T.L. McDorman," supra note 90 at 120.
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contract between the state and the inventor. In exchange for the disclosure of the invention for

the benefit of society, the state gives the inventor a limited term monopoly. Because there has

been a bargain made, the state candetermine the scope of the protection granted, taking into

account other public policy considerations that may affect the nature ofthe bargain.

As this case demonstrates, in the WTO context the state may no longer have the liberty to take

these public policy concems into consideration. It is primarily the text of the TRIPS Agreement

that matters. The grant of letters patent becomes less of a bargain between the state and the

inventor and more of aright which can be limited only by the terms of TRlPS. The underlying

justifications for patent protection may need to be re-examined in light of the new context. The

various justifications for patent protection tend to refer to the benefits to society that come about

with .patent protection: innovation, and the disclosure of the patent which promotes the

dissemination of information.

Yet one must question the .benefit to the citizens of a nation if the govemment of that nation is

not at liberty to determine the length of the term and the scope of patent protection based on the

needs of that particular society at a given point in time. Is there any reason why the elected

representatives of Canada, India or South Africa should not be able to implement polices that

will give their citizens faster access to cheaper drugs, especially if such access does not have any

negative economic impact on the patent holder during the patent term? Though patents in

particular tend to be justified by instrumentalist theories of protection, there is little utility in

preventing a govemment from allowing competitors to enter the market immediately after the

patent term expires. The relevant standard for national govemments now is not that of the best

bargain that can bestruck between the inventor and the state, but rather the standards of the

TRlPS Agreement.
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U.S. - Section 110(5) of the US Copyright Act) Comp/sint by the Ec;368

In this case, section 110(5) of the U.S. Copyright Act was at issue. The EC requested

consultations with the D.S. on this matter on January 26, 1999 pursuanttoArticle 4 of the DSD.

Since the parties failed to reach a mutually acceptable solution, the EC requested the

establishment of a panel. The DSB established a panel in May 1999 and the case was heard in

November of that same year.369 The ECcontended that the D.S. Copyright Act was inconsistent

with TRIPS and with the Berne Convention because it allowed one to play music on the radio

and television in public places such as bars, shops and restaurants (provided they were within a

certain size range) without the payment of a royalty.

Section 110(5) of the D.S. Copyright Act, which entered into force on January 261999, placed

certain limitations on the rights conferred by section 106 of the Act.37o Section 1060fthe D.S.

Copyright Act confers on copyright holders the exclusive right to publicly perform a literary,

musical, dramatic or choreographic work or to authorize another to publicly perform such work.

The provision extends the same rights with respect to the public display of a copyrighted work.

The relevant part of section 110(5) of the Copyright Act read as follows:

Notwithstanding the provisions of section 106, the following are not infringements of
copyright:

(5)(A) except as provided in subparagraph (B), communication ofa transmission
embodying a performance or display of a work by the public reception of the
transmission on a single receiving apparatus of a kind commonly used in private homes,
unless -

(A) a direct charge is made to see or hear the transmission; or

(B) the transmission thus received is further transmitted to the public;

(5)(B) communication by an establishment ofa transmission or retransmission
embodying a performance or display of a nondramatic musical work intended to be

368 United States - Section 110(5) ofthe US Copyright Act (Complaint by the European Communities andtheir
memberstates) (2000), WTO Doc. WT/DS 160/R(Panel Report) [hereinafter Us. Copyright case, online:
<http://www.wto.org/english/tratop_e/dispu_e/distab.htm> (date accessed: 13 March 2001).
369 Ibid. at paras.1.1-1.7.
370 Ibid.at para. 2.2.
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received by the general public, originated by a radio or television broadcast station
licensed assuch by the Federal Communications Commission, or, if an audiovisual
transmission, bya cable system or satellite carrier, if-

Ci) in the case of an establishment other than a food service or drinking
establishment, either the establishment in which the comnmnication occurs has
less than 2,000 .gross square feet of space ... , or the establishment ... has 2,000 or
more grosssquare feet of space ...and-

(ii) inthe case of a food service or drinking establishment, either
the establishment in which the communicationoccurs has less than 3,750
gross square feet ofspace ... , orthe establishment ... has 3,750 gross
square feet of space or more ...

(iii) no direct charge is made to see orhear the transmission or retransmission;

(iv) the transmission or retransmission is not further transmitted beyond the
establishment where it is received; and

(v) the transmission or retransmission is licensed by the copyright owner of the
work so publidy performed or displayed; and ....371[emphasis added].

The purpose of this section of the legislation was to exempt fromeopyright liability anyone who

turned on a radio or television to play music in a public place. However, the exemption would

only apply if the radio or television were of the kind that is normally sold for private use in a

home. Thus, if one were to turn on a sound system there would be no exemption from

liability.372 Subparagraph 110(5) was referred to as the "homestyle exemption" while

subparagraph IlO(5)(b) was known as the "business exemption".

TheBC alleged that these exceptions in section 110(5) ofthe U.S. Copyright Act violated Article

9.1 of the TRIPS Agreement together with Articles Il and Il bis of the Berne Convention. The

V.S., on the other hand, argued that the TRIPS Agreement, which incorporated the substantive

provisions of the Berne Convention, allows Members to place limitations on copyright protection

371 United States Copyright Act 19 October 1976, Pub. L. 94-553, 90 Stat. 2541 (as am) The Copyright Actwas
amended by the Faimess in Music Licensing Act of 27 October 1998, Pub. L. 105-298, 112 Stat. 2830, 105th Cong.,
2nd Session (1998).
372 Us. Copyright case, supra note 368 at para.2.5
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provided such limitations are consistentwith Article 13 of TRIPS. Section 110(5) of the

Copyright Act, the VS. submitted, fell within the standard set out in Article 13 ofTRIPS.373

An interesting aspect of this case was that the Panel received a copy of a letter from a law firm

that represented one of the copyright management organizations in the V.S. The letter was sent

from the law firm to the U.S. Trade Representative and a copy was forwarded to the Panel. The

Arnerican govemment distanced itself from the positions expressed in the letter andsuggested

that the letter was of limited probative value since it did not provide any factual information that

the parties had not provided, but supported the right ofprivate parties to make their views known

to WTO panels.374 The EC agreed that the letter had little probative value. In addition, the EC

emphasized that panels only had the authority to consider factual information and· technical

advice from foreign bodies and inrnviduals and thus could not properly take into consideration

any legal arguments or legal interpretations contained therein. The Panel, however, decided not

to reject outright the information contained in the letter because, as the Appellate Body has

recognized in previous decisions, panels have the authority to accept information that was not

requested. However, the Panel agreedwith the parties that the letter did not add much by way of

new information and stated that it did not rely on the letter for its reasoning or its findings?75

This suggests that it may bepossible for private parties to successfully have their views

considered by WTO dispute settlement panels, even where the information, including the views

and opinions of those individuals, has not been requested.

Like the other panels, following the principles set out in the United States -Shirts and Blouses,

the Panel concluded that theburden of proof rests with whichever party asserts the affirmative of

a particular claim or defence. Once that party has brought sufficient evidence to establishits

case, the burden shifts to the other party to adduce sufficient evidence to rebut the other party's

case?76

373 Ibid. atparas. 3.1-3.4.
3741bid. atparas 2.17, 6.3-6.5.
375 Ibid. at paras. 6.6-6.8.
376 Ibid. at para. 6.12.
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Article 9(1) of TRIPS requires Member states to comply with Articles 1-21 of the Berne

Convention (1971) with the exception of the provision on moral rights under Article 6bis of

Berne. Since the EC alleged that section 110(5) of the D.S. Copyright Act was inconsistent with

Article llbis(1)(iii) and Article 11(1)(ii) of Berne, the Panel had to decide how to apply the

relevant TRIPS provisions, taking into consideration the fact that TRIPS incorporates the

substantive provisions of the Berne Convention. Article llbis(1)(iii) of the Berne Convention

grants authors of literary andartistic works the exclusive right to authorize "the public

communication by loudspeaker or any other analogous instrument transmitting, by signs, sounds

or images, the broadcastofthe work." Likewise, Article 11(1) ofBerne give authors of dramatic

and musical worksthe exclusive right to authorize the public performance oftheir works and any

communication to the public of the perfonnance oftheir works.

In order to determine whether these provisions of the Berne Convention would include implied

exceptions suchas the "minor reservations" or "minor exceptions" doctrine, the Panel considered

the negotiating history of the Berne Convention as it related to such exceptions.377 The Panel

concluded that the negotiating history revealed an intention to allow parties to the Berne

Convention to retain minor exceptions in their nationallaw?78 The state practice as reflected in

the national copyright laws confinned for the Panel the correctness of their interpretation?79

Since •these provisions of the Convention were explicitly incorporated into TRIPS, a

consideration of the negotiating history of Berne was appropriate in this case. This 1S

distinguishable from the Canada-Pharmaceutical case in which the Panel referred to the

negotiating history ofBerne to interpret the language of a TRIPS provision.

The Panel concluded that the minor exceptions doctrine fonned part of the context of the Berne

Convention and, in the absence of any express exclusion, was incorporated into TRIPS by virtue

of the incorporation of Articles Il and Ilbis of the Berne Convention. The Panel confirmed,

after a review ofthe TRIPS negotiating history, that this interpretation was correct and that there

377 Ibid. at paras. 6.48-6.51.
378 Ibid. atpara. 6.53.
379 Ibid. at para. 6.55. The panel cornmented that it was not expressing any view on whether the state practice feH
within the meaning 0 f the term "subsequent practice" under Article 31(3)(b) of the Vienna Convention.
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was no intention to exclude application of the minor exceptions doctrine from TRIPS.38o The

Panel also rejected the assertion by the Ee that Article 13 of TRIPS, which defines the

circumstances in whichMembers may create exceptions to copyright, is limited to the exclusive

rights newly introduced under TRIPS.381 It concluded that an exception to the exclusive rights

under Article llbis(1) of the Berne Convention as incorporated into the TRIPS would be

permissible under TRIPS provided it met the three requirements ofArticle 13 ofTRIPS.382

Article 13 of TRIPS requires Member states to "confine limitations or exceptions toexclusive

rights to certain special cases which do not conflict with the normal exploitation of the work and

do not unreasonably prejudice the legitimate interests of the rights holder." Thus, the Panel

assessed paragraphs llO(5)(a) and (b) and the V.S. Copyright Act according to this standard.

The three conditions which had to be met were that the exception 1) be confined to certain

special cases, 2) Hot conflict with a normal exploitation of the work, and 3) not unreasonably

prejudice the legitimate interests of the right holder.383

In the Vlew of the Panel, the evidence presented indicated that the exception created by

paragraph 110(5)(b) of the V.S. Copyright Act was not limited to certain special cases as

required by the first condition of Article13 of TRIPS?84 To meet this condition, the exception

would have to be "clearly defined and narrow in scope and reach,,385 or pursue a special

purpose.386 However,the scope of the exemption inparagraph 110(5)(b) was such that it would

coyer a substantial majority of restaurants and retail establishments in the V.S. The exception

could not, therefore, qualify as being limited to a certain special case?87Paragraph llO(5)(a),

however, was able to meet aIl three criteria established in Article 13 of TRIPS. The Panel

considered the V.S. court practice regarding the exception and its legislative history in

380 Ibid. at paras. 6.62-6.66.
381 Ibid. at para. 6.80.
382 Ibid. at para. 6.88.
383Ibid. at para. 6.97.
3841bid. at para. 6.133.
385 Ibid. atpara. 6.112.
386 Ibid.
387 Ibid. atparas. 6.132-133.
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concluding that it had a narrow application and weU defined limits.388 On the issue of Internet

transmissions, raised by the EC, the Panel declined to declare paragraph 110(5)(a) invalid based

on possible future uses of this technology, particularly in the. absence of any evidence on the

application of the exemption to Internet transmissions. As a result, paragraph 110(5)(a) met the

first condition ofArticle 13 ofTRIPS while paragraph IlO(5)(b} did not.

Despite the fact that the Panel foundparagraph Il O(5)(b) inconsistent with the first condition of

Article 13, it went on to examine this subparagraph in light of the other two conditions. The

second condition was that the limitation not interfere with the normal exploitation of the work.

Since Article 13 would be meaningless if the normal exploitation of the work meant the full use

ofaU exclusive rights, the Panel held that it must mean something less than the full use of an

exclusive right?89 The limitation mustbe judged in light of each.exclusive right individuaUy.390

In this context, the Panel stated that the exception would conflict with the normal exploitation of

a work "if uses, that in principle are covered by that right but exempted under the exception or

limitation, enter into economic competition with the ways that right holders normaUy extract

economic value from that right to the work. .. and thereby deprive them of significant or tangible

commercial gains."391 Paragraph Il 0(5(b) also failed to meet this condition since rights holders

would normaUy expect to authorize the use .of radio and television broadcasts and, where

appropriate, receive compensation for their works in the situations covered by this exception?92

However, paragraph (a) was not an exception that wouldhave any considerable impact on the

economic interests of rights holders ofmusical works}93

This analysis appears to be similar to the approach taken by the Canadian government in the

Canada Pharmaceuticals case insofar as it creates .a distinction between uses that have a

negative impact on commercial activity and those which do not. However, the Panel in the

Canada Pharmaceuticals case rejected the Canadian position, stating that there could be no

388 Ibid. at para. 6.159.
389 Ibid. at para. 6.167.
390 Ibid. atpara. 6.173.
391 Ibid. at para. 6.183.
392 Ibid. atpara. 6.210.
393 Ibid. atpara. 6.218.
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hierarchy of patent rights. Though the issues in this case are different from those in the Canada

Pharmaceuticals case, the underlying rationale of the Panel in this case, and of Canada in the

Canada Pharmaceuticals case, distinguishes between harmful and acceptable activity based on

the significance of the economic impact on the holder of the IPR.

The final condition of Article 13 of TRIPS required anassessment of whether the exception

could cause sorne damage or injury to the standard or normal interests of the rights holder. The

degree ofprejudice to these interests would also have to be assessed. 394 Again, subparagraph (b)

did not meet this condition while subparagraph (a) would not cause any unreasonable prejudice

to the legitimate interests of the rights holder.395 The Panel concluded that subparagraph

1l0(5)(a) of the Copyright Act was consistent with TRIPS whîle subparagraph 1l0(5)(b) was

not,396 The Panel recommended that the DSB recommend the U.S.amend its legislation to bring

it into conforrnity with the TRIP Agreement. The DSB adopted the Panel Report at its meeting

on July 27,2000.397

The significance of this case is that it was not possible, prior to the TRIPS, for a nation to

enforce the provisions of international intellectual property treaties such as the Berne

Convention, or any of the other treaties that have been incorporated into the TRIPS. 398 The Panel

in this case darified that, to the extent that provisions of such treaties have been· incorporated

into TRIPS, theycan be enforced through the WTO dispute resolution mechanism. The Panel

also had to examine the interaction between the requirement establîshed in TRIPS and the

standards set out in Berne Convention. The EC did not base îts case on explîcit requirements set

out in the TRIPS Agreement withrespect to copyright protection but rather on Article 9(1) of

TRIPSwhîch simply incorporates certain sections of the Berne Convention. As a result, the U.S.

was also able to have· the Panel consider an exception which was notexplîcît in the TRIPS

Agreement, butwhich was an implied exception consistent wîth the Berne Convention.

394 Ibid. at paras. 6.224-6.229.
395 Ibid. at paras 6.237-6.272.
396 Ibid. at para. 7.1.
397 0verview, supra note 230, (date accessed: 16 August 2001).
398 For example, TRIPS mentions provisions of the Paris Convention, the Rome Convention, and the Treaty on
Intellectual Property in Respect ofIntegrated Circuits.
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United States - Section 211 Omnibus Appropriations Act 1998, Comp/aint by the

Ec;399

The EC requested consultations with the U.S. in July 1999. In consultations held on September

13 and December 13, 1999 the parties failed to reach a mutually agreeable solution. In June

2000, the EC requested the establishment of a Panel, which heard the case in the early months of

2001 and issued a Panel Report in August 2001.400 The Panel assessed whether section 211 of

the U.S. Omnibus Appropriations Act was inconsistent with TRIPS in a number of respects.

However, this discussion will focus primarily on the issue of the TRIPS exception for trademark

protection raised.in this case.401 It will be useful to consider this part of the decision since the

manner in whichexceptions are treated by WTO Panels is a good indicator of the extent to which

TRIPS allows Member states to retain domestic control.

The EC alleged that section 211(a)(1) of the D.S. legislation disallowed transactions related to

the registration or renewal of trademarks in which either Cuba or Cuban nationals had an

interest. Since, according the EC, the American law prevented the trademark owner from paying

the fees requiredto register or renew a trademark in the D.S., the EC claimed that the D.S. was in

violation of Article 15.1 of TRIPS.402 Furthermore, the EC was of the view that registration

under section 15.2 could only be refused in exceptional cases as provided for under the TRIPS

Agreement and the Paris Convention.403

399 United States- Section 2001 Omnibus Appropriations Act (Complaint by the European Communities and their
member states) (2001), WTODoc. WTIDS176/R (Panel Report) [hereinafter u.s. Section 211 case], online:
<http://www.wto.org/englîsh/tratop_e/dispu_e/distab.htrn> (date accessed: Il August 2001).
400 Ibid. atparas.l.l-1.9
401 Unfortunately, dut;: to the lîmited tille between the release ofthis decision and the submission ofthis paper, the
author of this work was unable to provide a more detailed analysis of this Panel Report.
402 u.s. Section 211 case, supra note 399 at para. 8.42.
403 Ibid. atpara. 8.43.
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Articles 15.1 and 15.2 of TRIPS state:

1. Any sign, or any combination of signs, capable of distinguishing the goods or
services of one undertaking from those of other undertakings, shall be capable of
constituting a trademark. Such signs, in particular words including personal names,
letters, numerals, figurative elementsand combinations of colours as weIl as any
combination of such signs, shall be eligible for registration as trademarks. Where
signs are not inherently capable of distinguishing the relevant goods or services,
Members may make registrability depend on distinctiveness acquired through use.
Members may require, as a condition of registration, that· signs be visually
perceptible.

2. Paragraph 1 shaH not be understood to prevent a Member from denying
registration of a trademark on other grounds, provided that they do not derogate
from the provisions ofthe Paris Convention (1967).

In light of the language in Article 15.2 which refers to Article 15.1, the Panel concluded that

Article 15.1 must be read in conjunction with Article 15.2. The Panel concluded that the

language of Article 15.2 allows Members to deny trademark registration on grounds other than

those listed in the TRIPS Agreement, provided those grounds do not detract from or impair the

provisions of the Paris Convention (1967) as incorporated into the Agreement.404 The D.S.

provision denying trademark registration to an applicant who was not the proper owner of a

trademark that was the same or substantially similar to a trademark used in connection with a

business or assets that were confiscated by the Cuban government was within the purview of

these "othergrounds". Since Article 6(1) of the Paris Convention (1967) provided that the

conditions for the filing and registration of trademarks was to be determined by each country, the

Panel was of the view that "other grounds" for denying trademark registration could include

denial on the basis that the applicant was not the owner of the trademark under V.S. law.4os

Recognizing that this level of flexibility accorded to Memb~r states could result in abuse, the

Panel referred to Article 7·ofTRIPS which, in the opinion of the Panel, embodied an expression

of the. "good faith principle,,.406 Article 7 of TRIPS provides that the protection of intellectual

404 Ibid. at paras.8.50-8.55.
405 Ibid. at para. 8.56.
406 Ibid. at para. 8.57.



90

property rights.should contribute to the achievement of a number of goals including a balance of

rights and obligations. The Panel heldthat this expression ofthe good faith principlemeans that

Member states must not abuse their rights. Thus, whenever astate asserts a right that impinges

on a treaty obligation, the state must exercise this right reasonably so as to avoid breaching the

treaty rights of the other Members and violating its own treaty obligations. The Panel concluded,

"Members must therefore implement the provisions of the TRIPS Agreement in a manner

consistent with the good faith principle enshrined in Article 7 of the TRIPS Agreement. ,,407

Though section 211(a)(I) had the practical effect of denying trademark renewal or registration,

the Panel was of the view that it was not inconsistent with Article 15.1 of TRIPS. The

requirement of the domestic legislation that the applicant either be the owner or assignee of the

trademark or have the consent of the owner or assignee of the trademark feH within the scope of

the "other grounds" in Article 15.2.408 The Panel also rejected the argument by the EC that

section 211 captured trademarks which did not exist in the D.S. at the time of confiscation but

which were subsequently acquired and which therefore had no legal or factual relationship with

Cuban businesses. The Panel noted that trademark ownership in the D.S. is determined by use

and that the use of a trademark outside the US.can establish ownership in the US. The

procedure under section 211 did not deny registration to marks considered trademarks under US.

law but only denied registration to those individuals orentities not considered the proper owner

of the trademark under American law.409 The Panelalso dismissed Ee arguments with respect to

section 211 applying to classes of products other than trademarks used in connection with

confiscated assets, and dismissed the EC argument made regarding abandoned trademarks.410 The

Panel concluded, therefore, that section 211 was not inconsistent with Articles 15.1 and 15.2 of

TRIPS.411

4071bid. at para.S.57.
408 Ibid. at para. 8.60.
409 Ibid. at paras. S.61-S.65.
410 Ibid. at paras.S.66-S.70.
4l1Ibid. at para. 8.70.
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The EC also claimed that the U.S.law was inconsistent with Articles 2.1, 3.1, 4,16.1, and 42 of the

TRlPS Agreement.412 The EC was unsuccessful with aU but one of its arguments. The Panel

concluded that sections 211(a) and (b) were not inconsistent, or had not been proved to be

inconsistent, with aU of these sections of TRIPS with the exception of section 42. The EC

contended that section 211(a)(2) prevented a U.s. courtfrom enforcing a trademark at the request

of certain holders ofUS. trademark rightS.413 Section 211(a)(2) was found to be inconsistent with

TRlPSbecause it limited the trademark owner's effective access to and thus the availability of civil

judicialprocedures as required by section 42 ofTRlPS.414

Other Intellectual Properly - Related Disputes
Indonesia - Certain Measures Affecting the Automobile Industry, complaints by Japan, the EC and
the United States 415

In Octoberand November 1996, Japan, the ECand the U.S., each requested consultations with

Indonesia on certain measures relating to the Indonesian automobile industry. On April 17, 1997,

Japan requested the establishment of a panel. The EC and the US. didthe same on May 12, 1997

and June 12, 1997 respectively. The three complainants aUeged that Indonesia was violating the

GATT, the Agreement on Trade-Related Investment Measures (TRIMS)and the Agreement on

Subsidies and Countervailing Measures (the "SCM Agreement"). In addition, the US. aUeged a

violation of Articles 3, 20, 64 and 65 of the TRlPS Agreement. The DSB agreed to establish a

panel to hear the complaints ofthe EC, Japan, and the US. together.416

The following measures related to the automobile industry in Indonesiawere at issue: (1) "the

1993 Incentive System", (the ."1993 programme"), (2) "the National Car Programme", and (3) a

$US690 million loan to PT Timor Putra Nasional AU three complainants took issue with

National Car Programme, and the EC and the D.S. also aUeged trade violations with respect to

412 Ibid. at paras. 8.71-9.3.
4131bid. atparas. 4.7& 8.90.
414 Ibid. at paras. 8.92-8.102.
415 Indonesia _ Certain Measutes Affecting the Automobile Industry (Complaints by Japan, the United States, and
the European Communites and theirmember states) (1998), WTO Doc. WTfD854l{, WTfD855R, WTfD859R &
WTfD864R (Panel Report), on1ine: <http://www.wto.org/tratop_e/dispu_e/distab_e.htm> (date accessed: 10 Ju1y
2001).
416 Ibid. atparas. 1.1-1.14.
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the 1993 Programme. The V.S. was the only party that raised issues regarding $VS690 million

loan to PT Timor.417

The 1993 incentive system provided exemptions or reductions on import duties on imports of

automotive parts, subparts and accessories, based on the percentage of local content of the

finished motor vehicle in which the parts or accessories were used, and the type of vehicle in

which the parts were used. It also provided an exemption or reduction on luxury sales tax on

goods for certain categories of automobiles.418 Vnder the National Car Programme, Indonesian

car companies that met certain conditions regarding ownership of facilities, use of trademarks, and

technology could obtain "pioneer" or National Car Company status. In order to maintain this

pioneer status, the National Cars would have to meet increasing local content requirements over a

three year period. As weIl, National Cars manufactured in a foreign country by Indonesian

nationals and which met the local content requirements prescribed by the Minister of Industry and

Trade would be treated the same as National Cars manufactured in Indonesia. This pioneer status

allowed one to obtain an exemption fromluxury tax on sales of National Cars and from import

duties on parts and components.419

The trade mark issue arose due to two of the 1996 Presidential Instructions thatcreated the

National Programme. One of the Presidential Instructions directed the responsible government

ministers to collectively implement"measures...to realize as fast as possible the development of

the national car industry, which meets the following criteria: (a) the use of a brand name of its

own; (b) domestically produced; (c) the use of components which are domestically produced.'.420

A second PresidentialInstruction directed the Minister of Industry and Trade "to foster, guide and

grant facilities, in accordance with the use of provisions of laws in effect such that the national car

industry: (a) usesabrand name of its own; (b) uses components produced domestically as much

as possible; (c) is able to export its productS.',421

417 Ibid. atpara. 2.3.
418 Ibid. at paras. 2.4-2.14.
419 Ibid. atparas. 2.16-2.17.
420 Ibid. at para. 2.21.
421 Ibid. at para. 2.22.
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The U.S. claimed that Indonesia's National Car Programme discriminated against nationals of

other WTO Members with respect to the acquisition and maintenance of trademarks, as weH as

the use oftrademarks. Thus, the U.S. argued, this program was inconsistent with Articles 3 and

20 of the TRIPS Agreement. In addition, the U.S.alleged that Indonesia was in violation of its

obligations under Article 65.5 ofthe TRIPS Agreement because the National Car Programme put

special requirements on nationals of other WTO Members in respect of the use of their

trademarks, contrary to the requirements of Article 20 of the TRIPS Agreement.422

Article 3 of TRIPS, the provision on national treatment,·requires Members to accordnationals of

other states "treatment no less favourable than it accords to its own nationals with regard to the

protection of intellectual property" subject to the exception already provided for in the

international intellectual property agreements that TRIPS incorporates.

Article 20 of TRIPS states:

The use of a trademark in the course of trade shaH not be unjustifiably encumbered
by special requirements, such as use with another trademark, use in a special form
or use in a manner detrimental to its capability to distinguish the goods or services
of one undertaking from those of other undertakings. This will not preclude a
requirement prescribing the use of the trademark identifying the undertaking
producing the goods or services along with, but without linking it to, the trademark
distinguishing the specifie goods or services in question ofthat undertaking.

Article 65 of the TRIPS Agreement provided a one year moratorium on the Implementation of

TRIPS, aUowing Members until January l, 1996 to make their laws TRIPS compliant. Developing

country Members and Members with economies in transitionwere entitled to an additional four

years before they had to implement. the Agreement. However, aU Members, including the

developing countries and countries with economies in transition. were required to respect the

provisions relating to national treatment and most favoured.nation treatment as of January 1996.

According to the United States, any trademark that could apply to a "national motor vehicle" had

to be acquired by an Indonesian company, regardless of whether the company wasparty to a

422Ibid. at para. 14.263.
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joint venture or was a wholly-owned Indonesian company. Thus, the program discriminated

against foreign nationals with respect to the acquisition oftrade marks.423

The Panel concluded that the U.S. did not produce any evidence to support the daim that under

Indonesian law, the treatment offoreign nationals with re$pect to the acquisition of trademarks

was any less favourablethan that accorded to Indonesian nationals. The applicable law for

acquiring trademark rights was the same for companies of WTO Members and companies

operating under the National Car Programme. The Panel acknowledged that the cars marketed

under the National Car Programme would have to use a domestic trademark belonging to an

Indonesian-owned company and that American and other foreign companies would not be able

to use their owntrademarks for this purpose. However, the Panel did not see this as

discrimination with respect to the acquisition of trademarks but rather as .a measure that affected

the scopeofthe use of American owned trademarks on cars underthe National Car Programme.

The Panel stated, "[t]he fact that only certain signs can be usedas trademarks for meeting the

relevant qualifications under the National Car Programme, and many others not, does not mean

that trademark rights, as stipulated in Indonesian trademark law, cannot be acquired for these

other signs in a non-discriminatory manuer. ,,424

The U.S. claimed that if American companies were able to become partners in the National Car

Programme, they would probably not use the mark that they would normally use on the vehicle

marketed as a "national motor vehicle" in Indonesia. To do so might create confusion because of

the use of different marks on the same car.. Therefore, the Indonesian system would likely result

in cancellation of the American trademark for non-use in Indonesia.425 The Panel rejected this

argument because"no evidence hasbeen put forward to refute the Indonesian statement that the

system, in requiring a new, albeit·Indonesian-owned, trademark tobe created, applies equally to

pre-existing trademarks owned by Indonesian nationals and foreign nationals." Also, it was the

view of the Panel that if a foreign companyentered into an arrangement with a Pioneer company,

423 Ibid. atpara. 14.267.
424 Ibid. at para. 14.268.
425 Ibid. at para. 14.270.
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it would be aware of the implications for its ability to maintain pre-existing trademark rights and

the decision to enter into such arrangement would be voluntary.426

The D.S. also alleged that foreigners suffered discrimination with respect to the maintenance of

trademark rights in Indonesia because, as compared to the Indonesian rights holder who was part

of the National Car Programme, they were at a de facto disadvantage in meeting use

requirements. This was because the financial and other benefits granted to the Indonesian

company would give.it competitive advantage in the marketing oftrademarked vehic1es,427 The

Panel pointed out that any customs tariff, subsidy or other govemmental measure of support

could have a "de facto" effect ofgiving such an advantage to the beneficiaries ofthis support. In

addition, the Panel commented that "considerable caution needs to be used in respect of 'de facto'

based arguments ofthis sort, because of the danger ofreading into a provision obligations which

go far beyond the letter of that provision and the objectives of the Agreement." The Panel did

not consider it reasonable to interpret the TRIPS national treatment obligation as preventing the

grant of tariff, subsidy or other measures of support to national companies on the grounds that

this would make it relatively more difficult for foreign companies wishing to export to that

k "d k 428mar et to mamtam a tra emar .

Thus, the Panel concluded that Indonesia was not in violation of Article 3 of TRIPS with respect

to the acquisition ofand maintenance of trademark rights. 429 The alleged violations of Articles

20 and 65 of TRIPS were dismissed based on similar reasoning.430 Though the Panel concluded

that the Indonesian measures violated the GATT, the SeM Agreement, and the TRIMs

Agreement, they found thatthere was no violation ofthe TRIPS Agreement,431

It is difficult to reconcile the treatment of trademarkrights in this case with the treatment of

intellectual property rights in the other cases discussed above. In this case, trademarks were not

treated as absolute rights. By contrast, the Panel in the Canada Pharmaceuticals case appears to

426 Ibid. atpara.14.271.
427 Ibid.at para. 14.272.
428 Ibid. atpara. 14.273.
4291bid. at paras. 14.269- 14.274.
430 Ibid. atparas. 14.275-14.282.
431 Ibid. at para. 15.1.



96

have treated the patent right almost as a natural right which could be limited only inexceptional

circumstances. Perhaps the treatment of intel1ectual property rights in this case was different

since the Panel had to consider not only trademark rights, but various al1eged trade violations,

and therefore considered trademarks in the context of its relation to trade rather than considering

the right to trademark protection in the absolute sense. It could be that since intel1ectual property

rights. were not the primary consideration in this case, the Panel took a more global approach to

the case and a less stringent approach to TRIPS.

European Communities· - Enforeement of Intellectual Property Rights for Moti()n Pictures and
Television Programs, complaint by the United States;432 and Greeee - Enforeement ofIntellectual
Property Rights for Motion Pictures and Television Programs, complaint by the United States433

On April 30, 1998 the US. requestedconsultations with the EC and with Greece regarding the lack

of enforcement of intellectual propertyrights in Greece. The D.S. contended that a number of

television stations in Greece were regularlybroadcasting copyrighted motion pictures and

television programs without the authorization of copyright owners. Moreover, the D.S. alleged

that effective remedies against copyright infringement did not appear to be available, nor was

copyright protection enforced in Greece with respect to thesebroadcasts. Thus, the D.S. claimed

that there was non-compliance with Articles 41 and 61 of TRIPS. On March 20, 2001, the parties

to the dispute notified a mutually satisfactorysolution on the m.atter to the DSB

Sweden - Measures Affecting the Enforeement of Intellectual Property Rights, complaint by the
United States434

The US. alleged that Sweden failed to make provisional measures available in civil proceedings

involving intellectual propertyrights in violation ofits obligations under Articles 50, 63 and 65 of

the TRIPS Agreement. Consultations were requested by the US. on May 28, 1997 and on

December 2, 1998, the two parties gave notification that they had reached mutually agreeable

solution to the dispute.

432 Overview, supra note 203, WTO Doc. WT/DS124/,1 online: :<http://www.wto.org/tratop_e/dispu_e/stplay_e.doc>.
4330verview, Ibid., WTO Doc. WT/DS125/1.
434 Overview, Ibid., WTO Doc. WT/DS86/1, online:<http://www.wto.org/tratop_e/dispu_e/stplay_e.doc>
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Japan - Measures Concerning Sound Recordings, complaint by the United States,435 and Japan ­
Measures Concerning Sound Recordings, complaint by the European Communitiei36

The United States alleged that Japan's copyright regime for the protection of intellectual property

in sound recordings was not consistent with Article 14 of the TRIPS Agreement. The U.S.

requested consultations on February 9, 1996 and on January24 1997, the parties.informed the DSB

that they had reached a mutually acceptable solution to the dispute. This was the first WTO

dispute settlement case involving the TRIPS Agreement. On May 24, 1996, the BC requested

consultations on the same matter, complaining that Japan was in violation ofArticles 14.6 and 70.2

of the TRIPS Agreement. On November 7, 1997, Japan and the BC notified the DSB that they had

reached mutually satisfactory solution.

At the time the TRIPS Agreement was concluded, it was apparent that the Agreement could have

a substantial effect on the laws of WTO Member states. There havebeen a number of TRIPS­

related complaints since the Agreement came.into force in 1996, most ofwhich were settled. In

the cases which developed .into formaI disputes, theWTOPanels required Member states to

ensure that their laws complied precisely with the language of TRIPS, and they narrowly

interpreted the scope of the exceptions available under TRIPS. Overall, these cases demonstrate

that TRIPS is making a significant impact on Member states' domestic control of their

intellectual property regimes.

435 Overview, Ibid., WTO Doc. WT/DS28/1.
436 "Overviewofthe state of -play ofWTO disptues" WTO Doc. WT/DS42,
online:<http://www.wto.org/tratop_e/dispu_e/stplay_e.doc>
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CHAPTER IV

Under TRIPS, aIl WTO Member states are obligated to provide certain minimum standards of

protection for IPRs. As mentioned earlier, the standards that exist in the TRIPS are generally

consistent with the CUITent standards of the industrialized world. As was shown by the cases

discussed earlier, there is still dispute overappropriate levels of protection, even among

industrialized countries.437 Although the levels of IP protection required by the TRIPS

Agreement may be appropriate for industrialized countries and for sorne newly industrializing

countries, it is doubtful that such strong protection for IPRs is appr6priate for developing

countries. During their developmental stage, most countries provided weak protection for IPRs.

This allowed them inexpensive access to new technologies, and enabled them to imitate and

build upon what others had done so that they could develop their own industries. Developments

in North America and certain Latin American and Asian countries will be discussed in the

following paragraphs.438

The North American Experience

Though the transfer of technology from Britain to settlements in America occurred as early as

1607, the U.S. was eager to obtain British industrial technology after the British industrial

revolution. The transfer of people andequipment from Europe helped the U.S. to develop its

technological skills.439 Intellectual property rights were not always well protected in the United

States. During the 1970s the United States did not, in practice, provide strong patent protection

and the courts did not hesitate to invalidate patents. This, it is suggested, was in part due to the

preferenceat the time for antitrust rather than intellectual property rights.44o

437 See, for example, the Patent Term case, the Canada-Pharmaceutieal case, and the US-Copyright case. Although
these disputes could be viewed asbased on differences of interpetation of TRIPS, they also refiect discordance
between these states in their approach towards the protection of intellectuaLproperty.
438 The introduction of IPRs in Africancountries such as Ghana and Nigeria is a result of the colonial history. See
G. Sipa-AdjahYankey, International Patents and Teehnology Transfer to Less DevelopedCountries(Brookfield:
Gower, 1987) at 98. However, many African countries yet to develop an industrial base.
439S. K. Sell, Power & Ideas: North-South Polities ofIntelleetual Property and Anti-trust (New York: SUNY Press,
1998) at 47.
440 M. J. Adelman, "Patent Law in India" in Re. Hansen ed., International Intelleetual Property Law and Poliey
vol. 1 (Sweet & Maxwell, 1996) Blat 131-132.
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In the area of copyright, the United States denied foreigners protection until 1952. This was, it

has been suggested, consistent with the actions of a developing country, which the United States

was during the 19th and early 20th centuries. In seeking to protect its infant industries, it was in

the national self interest for the U.S to deny copyright protection to foreigners. This denial of

copyright protection was an important factor in the transfer of technology from Western Europe

to the U.S. during the late 19th and early 20th centuries.44
! Another strategy employed was the use

of local working requirements to ensure the development of domestic industries. In Canada, for

example, before the commencement of the Uruguay Round negotiations one could obtain a

compulsory license on a patented invention if the invention was not sufficiently worked in

Canada.442

The Asian Experience

In recent decades, copyright infringement has been common in Asia.443 The practice.in countries

such as South Korea and Taiwan was to imitate innovations until they developed a sufficient

knowledge base to rely on their own innovations.444

Japan

Japan accounted for 2% of gross domestic product [hereinafter "GDP"] in the industrialized

countries in the 1950s but by 1985 the country accounted for 16% of the GDP of industrialized

countries.445 Japan began to industrialize during the Meiji Restoration in the late 19th century.

The Japanese made effortsto develop their technological capabilities by relying heavily on

borrowed technologies. Japan made use of foreign intellectual property, including American

materials, in the course of developing its technological base.446 As part of this process, Japanese

441 M.D. Pendleton, supra note 30 at 4l.
442 The compulsory licensing provisions wereamended to eliminate the availability oflicenses of non-working of a
patent in Canada. See An Act to Implement theNorth American Pree Trade Agreement, S.C. 1993,c.44, s.196.
443 RH. Smith, "Key Copyright Issues in Asia: A Countryby Country Analysis," in H. C. Hansen ed, International
Intellectual Property Law & Policy voL 1 (London: Sweet & Maxwell, 1996) 79 at 79
444 M.P. Ryan, supra note 121 at 26
445 M.G. Smith, "Global Rivalry and Intellectual Property: Implications for Canadian Economic Policies" in M.G.
Smith ed., Global Riv'a1ry and Intellectual Property: Developing Canadian Strategies (Toronto: Institute for
Research and Public Policy, 1991) 145 at 148-9.
446 A Wineburg "Intellectual Property Regimes of East Asia-An Overview" in A Wineburg ed., Intellectual
Property Protection in Asia (New Hampshire: Butterworths Legal Publishers, 1991) 2-1 at 2-2.



100

students were sent abroad to leam new skills and techniques.447 Japan accessed foreign

technology at a low cost and sheltered domestic markets from foreign competîtion.448 Rather

than developing as a liberal market economy, Japan developed through heavy state in economic

affairs.449 As one of the leaders in the industrialized world, Japan's intellectual property regime is

comparatively strong.

In contrast to other East Asian countries, Japan's intellectual property reglme IS uniquely

Japanese. Though Japan's intellectual property laws are based on German law, the Japanese

system has been adapted to suit Japanese culture and needs. This is unlike the laws of many

other East Asian countries which reflect the colonial influence and economic dominance of

Western countries and Japan.45Ü In the area of patent, Japan modeled its laws after those of

developed countries. This established the foundation for the modem patent system in 1899.451

The first Japanese patent law was enactedin 1871. Prior to this time, however, inventions were

prohibited. Under the revised the law of 1888, food, drinks and pharmaceutical processes were

not patentable and foreigners did not have the right to obtain patents in Japan.452 The exclusion

of patents for aliens provoked debate. Those opposed to patent protection for foreigners were

concemed that foreigners would obtain most of the patents and interfere with the development of

local industry.453 However, patent rights were extended to foreigners under the Patent Law of

1899 under specifie conditions.454

When the patent law was revised in June 1975, food, drinks, medicines, processes for

manufacturing medicines, and chemical processes wereno longer excluded from patentability.

This change came about because the Japanese Industrial PropertyCouncil was of the view that

this was a necessary change for Japan to compete with the d.eveloped countries. The weak

447 S. K. Se1l, supra, note 439 at 48.
448 H. Baum, "Emulating Japan?" in H. Baum ed., Japan: Economie Success and Legal System (New York: Walter
de Gruyter, 1997) 1 at 8.
449 S. K. SeU, supra note 439 at 48. Russia developed in a similar manner, relying heavily on imported capital and
technology.
450 A. Wineburg, supra note 446 at 2-2
451 T. Doi, The IntellectualProperty Law ofJapan (The Netherlands: Sijthoff & NoordhoffIntemational, 1980) at 5
452 Ibid.
453 Ibid.
454 For example, the patentee had to appointa Japanese resident as ms or her agent. See Doi, ibid at 6.
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position of Japanese companies in the food, phannaceutical and chemical industries was no

longer a concem because Japanese industry had advanced enough to be competitive.455 Though

plant and animal varieties were patentable under Japanese law, the practice of the Patent Office

was to deny patents to any purely biological process for creating a new variety of plant or

anima1.456 Japan also had a system of compulsory licensing on the grounds of non-working of

the patent by the patentee or in the public interest.457 Japan now has a well developed regime for

the protection of patents, trademarks, copyright, industrial designs and integrated circuit

topographies.458

Singapore

Patent protection ln Singapore was provided under the laws of the United Kingdom. For

example, a patent could be granted in Singapore as long as the patent application contained

evidence that a patent had been approved in the United Kingdom. However, Singapore had

domestic regimes for the protection of copyright and trademarks. Nonetheless, enforcement of

intellectual property rights in Singapore was not consistent. Although the U.S. pressured

Singapore to improve its intellectual property regime, the Singaporean government was already

predisposed to taking such action. The government of Singapore viewed stronger intellectual

property laws as essential to enable Singapore, a newly industrializing country, to continue its

level of economic development.459 Singapore is a. good example of a country which recently

reached a level of economic development such that a stronger regime for the protection of

intel1ectual property made economic sense for the country.

China

Copyright and patents arrived in China in the late 19th century. However, when thePeople's

Republic of China was founded in 1949, the copyright 1aws of 1928 and 1944 were revoked.460

455 Ibid. at 10.
456 Ibid. at Il.
457 Ibid. at 41.
458 See generally D.S. Guttmanand L.S. Eccleston "Intellectual Property Regime ofJapan" Ïl1 Arthur Wineburg ed.,
Intellectual Property Protection in Asia (New Hampshire: Butterworth Legal Publishers, 1991) 5-1.
459 T. Richards, "Singapore" in M. Gadbaw & T. Richards eds., Intellectual Property Rights: Global Consensus,
Global Conflict? (Boulder: Westview Press, 1998) 311 at 324-338
460 M.D. Pendleton, supra note 30 at 39
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Copyright piracy in China was common by the 1970s and it was only in 1979 that China began

to rebuild a formallegal system.461

For a number of reasons, IPRs have not been effectively enforced in China. Enforcement of

legal obligations requires significant investment in official and private legal specialists as weIl as

public education on intellectual property.462 Like Taiwan, the development of intellectual

propertyprotection in the People's Republic of China was also largely due to American

pressure.463 Given the cultural differences therefore, one impediment to the development of

intellectual property rights in China was that the Chinese society had not adopted a belief in

individual rights that could or should he asserted against everyone, including those in

authority.464

Part of the difficulty for China (and a difficulty for many developing countries) was that an

effective copyright law would result in a net outflow of capital in the payment of royalties to

foreign copyright holders.465 Since copyright extends.to coyer items such as industrial drawings,

technical literature, and computer programs, upon which China is dependent for upgrading its

technology, it is understandable that the Chinese government would be reluctant toensure

effective enforcement of copyright.466 However, since China has the largest population in the

world and is emerging as the largest market for many industries, it is viewed by the West as

presentinga significant IP problem. China's desire to attract foreigninvestment and technology

transfer has made it amenable to altering its IP practices.467 Efforts are being made to train

461 P. Feng, Intellectual Property Law in China (Hong Kong: Sweet & Maxwell Asia, 1997) at preface & 3.
462 JA Cohen, "Enforcement of Intellectua1 Property Rights in Asia: The Case of China" in Hugh C. Hansen ed.,
International Intellectual Property Law & PoUcy Vol. 1 (London: Sweet & Maxwell, 1996) 63 at 63.
463 Alford, supra note 32 at 112.
464 Frost, R.B., "Intellectual Property Rights Disputes in the 1990s Between the People's Republicof China and the
United States" 4 Tul. J. Int'l & Comp. L. at 119 at 122; Alford, supra note 32 at 117.
465 M.D. Pendlton, supra note 30 at40.
466 Ibid.
467 J. Cohen, supra note 462 at 64-65. In addition, the u.S.threatened to block China's accession to the WTO. As a
bargaining tool, the u.S.pressured China to sign agreements to improve ifs protection and enforcement of
intellectua1 property. See Prohaska, F., "The 1995 Agreement Regarding Intellectua1 Property Rights Between
China and the United States: Promises for International Law or Continuing Prob1ems with Chinese Piracy?" (1996)
4 Tulsa J. Comp. & Int'l L. 169
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judicial officiaIs in the vanous intellectual property areas and new IP courts have been

established.468 However, Piracy remains a problem in China.

Taiwan

Like mainland China, intellectual property protection in Taiwan was minimal. By the mid

twentieth century, American publishers began to pay a significant amount of attention to the

pirating of intellectual property in Taiwan because of the illegal copying of CUITent editions of

major works,such as the Encyclopedia Britannica, Webster's Dictionary, and Gray/s Anatomy

and the export of these works to Western nations and elsewhere.469 In response to pressure from

the American government, Taiwan justified the copying on the basis that students could not

afford to purchase the most update foreign information, particularly the science materials.

However, in 1959 the government agreed to amend the copyright laws to include, among other

things a reduction of the registration fee, and a provision granting foreigners the same period of

protection as Chinese copyright holders.47o

Several measures taken in response to U.S. pressure were not effective at reducing piracy in

Taiwan. This was due in part to the difficulty in proving infringement or obtaining effective

sanctions should one prove infringement. The situation in the area of patents and trademarks

was similar to that of copyright.471 By the early 1980's, Taiwan was referred to as the

"counterfeiting capital of the world". Though Taiwanese laws were amended during this time in

response to American pressure to improve the enforcement of intellectual propertyrights, piracy

continued to be common. Sorne observers alleged that the Taiwanese government was aware of

what was going on and in sorne cases, was complicit in the piracy. 472

468 J. Cohen, supra note 462 at 64-65; N. Zhang, supra note 60 at 14-17
469 A1ford, supra note 32 at 96.
470 Ibid. at 97.
471 Ibid.at 97-98.
472 Ibid. at 98-101. At this time, the American government increased the level ofpressure on Taiwan to protect
intellectual property using trade related sanctions.472 The US. Trade and TarifJAct of1984 made adequate
enforcement ofintellectual property rights a condition for favourable treatment under the Generalized System of
Preferences (GSP). The GSP was a system intended to help developing countries by eliminating tariffs on certain
items.



104

Despite American efforts, Taiwan remained one of the largest producers of counterfeit software,

and a center for copyright piracy and trademark infringement in the 1990s.473 In 1992, the USTR

commenced a formaI investigation of Chinese and Taiwanese activities pursuant to Special 301

of the U.S. Trade Act 1974. Both govemments subsequently approved amendments to their

intellectual property laws.474 Further amendments were made to Chinese laws in 1995.475 Thus,

it was due to American pressure that Taiwan and China agreed to improve the enforcement of

intellectual property rights in their territories. Naturally, the American interference was

denounced by both Chinese and Taiwanese commentators.476

It is worth noting that Taiwan resisted implementing changes for several years even though it

was highly dependent on both American military and economic support at the time. Taiwan

began to take intellectual property protection more seriously only after the nation had developed

economically. The country alsodeveloped an increasing commitment to formallegal processes,

and it recognized the need for the development of indigenous technologies which would allow

Taiwan to compete intemationally with developed and newly industrialized countries. In

essence, protection of intellectual property came to be viewed as a necessary element for

Taiwan's further industrial development. Consequently there was greater support from

burgeoning local industries.477

South Korea

South Korea's intellectual property law is primarily the result of foreign influence, mainly

Japanese, German and American.478 The initial response of the South Korean govemment when

the U.S. complained of the lack of intellectual property protection during the 1980s was topoint

473 Ibid. at 106.
474 Tahllan Intellectual Property (31o_89), on1ine: <http://www.ustr.gov/html/act301.htm> (date accessed: 3 June
2001). The Taiwanese govennnent also agreed to compile statistics that would facilitate a periodic review by the
United States of intellectual property protection in Taiwan. SeeFrost, supra note 464 at 126-135.
475 Frost, Ibid.
476 Alford, supra note 32 at 102-103, 106-107.
477 Ibid. at 108-9.
478Japanese laws on intel1ectual property, which were based on German law, were implemented after Japan annexed
Korea in 1910. See J. Leibowitz & S. Lee, "Intellectual Property Regime ofKQrea" in A. Wineberg, ed.,
Intellectual Property Protection in Asia (New Hampshire: Butterworth Legal Publishers, 1991)6-1 at 6-4. The
AmeIican occupation ofKoreain the late 1940'sand the subsequent Americanpressure on Korea (successfully
using the threat oftrade sanctions) to revise its intellectual property laws have a1so resulted in intel1ectua1 property
laws which are comparable to American laws in many respects.• See A. Wineberg, supra note 446 at 2-2.
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out that the U.S. had aHowed Japan to develop its technology by using American inteHectual

property without compensation.479 However, the U.S. was insistent and during the 1980s South

Korea ("Korea") implemented various reforms in response to American pressure, revising the

law to include product protection forpharmaceutical and agriculturalchemicals and to extend the

patent term from 12 years to 15 years from the date of publication.48o Korean copyright and

trademark laws were also revised as a result of American pressure to improve the level of

protection.481 By way of contrast, patent protection is not available in North Korea for chemical

or pharmaceutical products, food items or biotechnological methods forcreating plant varieties

or animal breeds.482

Though Korean law, after a number of reforms, was satisfactory to the U.S., there was still a

problem of enforcement.483 At the time the Uruguay Round negotiations began, a significant

level of economic activity in Korea was generated by copyright piracy. Korea had a thriving

industry based on the piracy of books,films, videotapes, software and musical recordings.484

Sorne Americans aHeged that the practice of the Korean courts had the effect ofpermitting patent

infringement. In. addition, the counterfeiting of trademarks was commonplace.485 This lack of

enforcement of inteHectual property law can be attributed to the fact that the revision of Korean

intel1ectual property laws was largelydue to external pressure as opposed to pressure frOID

domestic industries. Koreansdid not support the revisions and many govemment officiaIs

viewed the reforms as based on political considerations rather than the nation'seconomic

interests.486 It isunderstandable that Korea was reluctant to improve its intel1ectualproperty

regime. In a cOuntry where piracy creates a great deal of economic activity,both domestical1y

and for export, it would not make sense to strengthen the intel1ectual propertylaws. However,

unauthorized reproduction ofinteHectual goods dropped significantly in Korea by the 1990s.487

479 A. Wineberg, Ibid.at2-2.
4801. Leibowitz & S.Lee, supra note 478; Gadbaw at 292.
481 M. Gadbaw, "Korea" in Gadbaw & Richards eds., supra note 459, 272 at 299-305.
482 E. Hanellin,ed. Patents Throughout the World 4th ed. (New York: West Group, 2001) at K-13
483 United States TradeRepresentative, Korea Intellectual Property Rights (301_52), on1ine:
<hrtp://www.ustr.gov/html/fact301.htm> (date accessed: 3 June 2001).
484 Gadbaw, supra note 431 at 302.
485 Ibid. at 298 & 307.
486 Ibid. at 309-310.
487 E. H. Smith, supra note 443 at 79.



106

Indonesia

Intellectual property law in Indonesia was not developed domestically, but instead imported from

Westem culture. The intellectual property laws in place at the time Indonesia gained its

independencefrom the Netherlands were those createdby the Dutch. Forseveral decades after

Independence, the Indonesian govemment was not interested in intellectual property law. Since

there was little or no pressure from the local industries for the govemment to make any changes

in the law, these laws were not revised until the 1980s when the D.S. identified Indonesia as a

major violator of intellectual property rights.488 Indonesia's copyright, patent and trademarks

statutes were revised during the 1980s and 1990s. Despite the reforms, patents are not available

for food or drink products or processes, plant and animal varieties, methods of treatment or

inventions contrary to public morality under Indonesian law.489

After Indonesia ratified the TRlPS Agreement in 1994, it continued revisions to its copyright

law.49o The 1997 revision of the Indonesian copyright revealed strong Anglo-American

influences which had begun to develop in the 1980s.491Indonesia's copyright law contains

cultural influencesfrom both the continental European and the Anglo-American traditions. It

has been argued that this left Indonesia with an Inadequate intellectual property regime. For

example, there is confusion in the law on both originality and neighboring rights. The result, it

suggested, is a consequence of legislation hastily implemented under pressure. This

demonstrates that the importation of principles which create legal certainty in countries with

strong intellectual property systems does not necessarily work in developing countries where the

administration ofintellectual property laws need to be improved.492

The Latin AmericanExperience

The Latin American approach to intellectual property has changed significantly in the last

decade. Latin American countries historically viewed intellectual property, particularly when

488 C. Antons, "Indonesian Copyright Law after TRIPS: Between Dutch Tradition and Anglo-American
Influcences" in LJ.C. Kabel & G.J.H. Mann eds., Intellectual Property and Information Law (The Hague: Kluwer
Law International, 1998) 79 at 79.
489 E. Hanellin, ed., Patents Throughout the World 4th Ed. (New York: West Group, 2001) I-13to 1-15.
490 Antons, supra note 488 at 79-80.
491 Ibid. at 80.
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owned by foreign interests, with suspicion. Many Latin American nations were concemed about

the possibility that their domestic industries would be stifled and that they wou1d suffer

economic domination from foreign multinationals.493 Latin American drug companies

vigorously opposed changes to patent laws in Latin America, arguing that paying licensing fees

to foreign multinational pharmaceutical companies would raise the cost of medicines beyond that

which the average citizen could afford. At the Uruguay Round meetings, developing country

efforts to avoid the consideration of intellectual propertyrights within the GATT context were

led by Brazil, Argentina and India.494

Until recently, patent laws in many Latin American countries excluded agricultural and

pharmaceutical products from patentability. Even after TRIPS came into force, Argentina and

Brazil did not have patent protection for. pharmaceutical inventions although Argentina had

provisions for "black bOX,,495 filings. However, due in part to the GATT, Latin American

countries have altered their laws substantial1y to bring them into conformity with American

standards of intel1ectual property protection.496 The fol1owing discussion will focuson Mexico,

Brazil and Argentina as the examples from Latin America.

At the time the Uruguay Round negotiationsbegan in 1986, most Latin American countries had

intellectual property laws in the three main areas: patent, trademark, and copyright. However,

Latin American countries excluded a number of items from patentability, including food and

drinks, pharmaceutical products and processes, chemicals, and biological products or

processes.497 The govemment authority responsible for granting patents in Mexico also had the

role of reviewing al1 contracts for the licensing of technology from abroad and approved only

those that were determined to be in the national interest.498 The patent laws of sorne countries

492 Ibid. at 84-85.
493 A.S. Pilson, "Overview ofIntellectual Property Developments in Latin America" in H. C. Hansen ed.,
International Intellectual Property Law & Policy vol. 2 (London: Sweet & Maxwell, 1998) 27-1 at 27-1.
494 T. Richards, "Brazil" in Gadbaw & Richards eds., supra note 459, 149 at 184.
495 The term "black box" filings refers to a system which pennits the filing of applications for the grant of patents on
such applications at a future time.
496 Pilson, supra note 493 at 27-1,27-2.
497 T. Richards, "Argentina" in Gadbaw & Richards eds., supra note 459, 109 at 125-128; T. Richards, "Brazil",
supra note 494 at 168-9; R.E. Gynn, "Mexico" in Gadbaw & Richards, supra note 459, 234 at 253-254.
498 Gwynn, supra note 497 at 168.
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also had local working requirements which, if not met, could result in the issuance of a

compulsory license or the lapse of the patent.499 Under Argentine law, contracts for the licensing

of foreign technology had to be approvedby and registered with the National Institute of

Industrial Technology.500 In addition, the enforcement of patents in Latin America was POOf.

Rather than attempting to strengthen its patent laws, Argentina, for example, was preparing to

make changes which would encourage the use of generic drugs at the time the Uruguay Round

"b 501negotIatIons egan.·

In the areas ofpatent and trademark law, the US. pressed for, and achieved, improved protection

in Mexico. Since the Mexican government did not have an interest in increasing the level of

protection in these areas, the laws would have been far weaker than they were at the time the

Uruguay Round commenced had the American government not become involved. By using

trade-related measures, the U.S. was able to pressure the Mexican govemment to revise its laws.

Though there was resistance to the American driven changes, there were sorne Mexican

businesses that supported increased patent protection, in part because they viewed it as. a method

of attracting foreign investment and as a means of encouraging domestic research and

development.502

The Brazilian government was not engaged in efforts to revise its intellectual property laws and,

absent outside interference, would not likely have strengthened its intellectual property regime.

US. attempts to create change in the Brazilian law were largely ineffective. This was due in part

to the fact that most people in the Brazilian government did not consider it beneficial to

strengthen intellectual property protection in areas in which Brazilian nationals were not engaged

in innovative activity. Also, the US. alone was not significant enough a market to Brazil.

499 Gwynn, supra note 497 at 168-169; Richards, "Brazil", supra note 494 at 155. Both Braziland Argentina had
local working requirements.
500 Richards, "Argentina", supra note 497 at 125-128.
501 Ibid. at 131.
502 R.E. Gwynn, supra note 497 at 269-270.
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Therefore, the U.S. could not successfully use the trade based approaches to intellectual property

rights that it had used in Korea, Singapore and Taiwan in Brazil.S03

In contrast to the other fonns of intellectualproperty protection, copyright laws in Brazil,

Mexico and Argentina were more in line with the standards ofmost industrialized countries.S04

These govemments were interested in maintaining and improving theircopyright laws, even

without external interference.sos Apparently, the domestic interests of these countries were best

served by having relatively strong copyright laws but weak patentprotection. This was probably

a reflectionofthe national strength ofthese countries in producing artistic and literary works.

THE RELEVANCE OFSTRONGER INTERNATIONAL IPRS FOR THE DEVELOPING

WORLD

There is no conclusive economic evidence to support the theory that intellectual property rights

promote economic growth and. developrnent.s06 The econornic· value of· intellectual property

protection for a particular nation depends on its unique set of circumstances.S07 Historically,

intellectual property rights were territorial in nature, rneaning that right only subsisted within the

territory in which it was granted.süs Therefore, each nation had dornestic control over its

intellectual property regirne and detennined the extent to which it would protectintellectual

property rights. Though IPRs rernain territorial in nature,WTO Mernber states have agreed

through TRIPS to relinquish sorne of their control over the provision and enforcement IPRs

within their territory.

503 Richards, "Brazil", supra note 494 at 181-183. These authors recommended that the V.S. attempttocombine its
market power with that ofJapan and the EC because together they wou1d account for over 70% ofBrazil's exports
and could use that as leverage in negotiating for strong IP protection in Brazil.
504 Richards, "Brazil", Ibid.at 172;·Gywnn, supra note 497at 268; Richards, "Argentina", supra note 497 at133­
140.
505 Gwynn, supra note 497 at 268.
506 World Bank Discussion Paper No. 412, supra note 2 at 27,28; See Josh Lemer, 150 Years ofPatent Protection
(Working Paper), ontine: Harvard Business School Faculty Publications <http://www.people.hbs.edu.jlemer> (date
accessed: 5 August 2001).
507 World Bank Discussion Paper No.. 412, supra note 2at 27-28
508 D'Amato & Long, supra note 84 at 48
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The importance placed on intellectual property rights varies from country to country and is

influenced bythe amount ofresources devoted to the creation ofnew intellectuai productS.509 In

the area of patents, and other intellectuai property rights, it tends to be companies rather than

individuals whobenefit from the intellectuai property system.510 This is consistent with the goal

of rewarding the entrepreneurial entity that takes the risk of investing in the intellectual

property.511 ID industrialized courttries, it is taken for granted that a weIl developed corporate

economy exists in which the patent system can function to provide an incentive for corporate

enterprises to invest in the development of new technologies. Indeed, one writer describes the

patent system as:

an inherent componertt of a free enterprise economy, of private property, of a part
of westemcommercial morality and an indispensable spur to economic and
technological progress. The bottom line justification for the patent system is
since one doesnot know whether the system as a whole is good or bad,
industrialized countries feel it is safer to stay with it ....512

The other factor that is of importance with respect to intellectual property protection is the extent

to which the economy isa knowledge and information based economy. IPRs impact economic

activity through the use of intellectual goods in both production and consumption. However, it is

difficult to evaluate the significance of IPRs for developing countries, in part because IPRs

influence economic behavior indirectly and because data on business activities relating· to

intellectual propertyis not easily accessible for interpretation.513

ID lower income countries, a greaterportion of GDP cornes fromagricultural output, whereas

high income countries produce significantly higher GDP from the service sector. However, it is

not clear to what extent proprietary information contributes to the development of a given sector

in a given country.514 However,developing countries spend far less money on R&D than do

industrialized nations. The private sector is an increasingly important source of R&D funding,

particularly in the developed world. The developing countries that spend the greatestamount of

509 World BankDiscussion PaperNo. 412, supra note 2 at 12.
510 Umesh Kumar, An Introductionto the African Industrial Property System (Lesotho: Umesh Kumar, 1993) at 319.
511 M.D. Pendleton, supra note 30at 40.
512 U. Kumar, supra note 310 at 319.
513 World Bank Discussion Paper No. 412, supra note 2 at 12-14.
514 Ibid. at 14.
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money on R&D are China, Brazil, India, and the Asian newly industrialized countries. The

United States devotes greater resources to R&D than any other country, spending more than the

entire developing world. In 1992, the United States spent approximately $167 billion or 2.8% of

its GDP on R&D. Europe and Japan were second and third in terms of financial investment in

R&D.515

In the agricultural sector, IPRs have historically been less important because in both developed

and developing countries most agricultural research has been conducted by public sector

institutions. Thus, the most significant impact on agriculture arises from the dissemination of

farming technologies and seeds that fall within the publicdomain. Moreover, prior to TRIPS,

many nationsdid not permit the patenting of agricultural inventions.516 However, in the last two

decades private funding of agricultural research has risen and nearly half of agricultural R&D in

the developed world is funded by private institutions. This has resulted in an increased reliance

on IPRs in the agricultural sector.

With respect to the manufacturing sector, little systematic research has been done in developing

countries. This sector in the developing world is not m:cessarily comparable to that of the

industrialized world because it may be more labour intensive and less reliant on proprietary

information. Thus, it is difficult to reach any conclusion about the importance of IPRs for this

sector.517

In light of the lack of any conclusive evidence to demonstrate that better protection for IPRs is

advantageous for developing countries, it is not surprising that the developing and developed

countries take different attitudes towards the protection of intellectuai property. Since new

technologies are primarily controlled by the industrialized nations, they are the primary

advocates for better international protection for intellectuai property.518 On the other hand,

developing countries which are not major producers of intellectuai goods do not have much

515 Ibid. at 12-14.
516 Ibid. at 14.
517 Ibid.
518 D' Amata & Long, supra note 84 at 43.
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incentive to vigorously protect intellectual property.519 Countries with few inventions to sell and

that do little or no trade in industrial goods have little to gain from the patent system.520

Regardless of the debate about the protection of intellectual goods, it is clear that intellectual

creations and innovations are a factor in industrialization. Developing countriesare of the view

that access to technology has a direct impact on their ability to develop economically.521 As a

result, stringent standards are seen by developing countries as debilitating. Therefore, many

developing countries had ineffective mechanisms for the enforcement of IPRs. Others refused to

recognize certain forros of intellectual property.522 Many developing countries take the position

thatinnovations should he consideredthe "common heritage ofmankind". This model promotes

access to innovations andfree transfer of technology among nations. Technology is to be used

as an instrument ofpublic policy and atool for economic and social development for the benefit

of aIl peoples.523

Another concem is that of foreign interests in the less developed countries. The transnational

corporations would be the beneficiaries of stronger IPRs, at least until domestic industry

developed. There was widespread perception during the Uruguay Round negotiations that the

U.S. was trying to convert its domestic intellectual property law intothe international

standard?24 Stronger IPRs mean that the producers of the goods ensure an economic retum from

developing countries when their intellectual products are imported or otherwise used. This

increases the costs of acquiring technology because it requlres one to pay the innovator for the

use of the product through the use of licensing fees or royalties. Since importers of technology

seek to obtain the technology at the lowest possible priee, developing countries have opted for

transfer oftechnologyeither gratuitously or for reasonable consideration. The developing world

519 Ibid. at 62.
520 Kllmar, supra note 310 at 320; E. Pemose, supra note 28 at .116.
521 D' Amato & Long, supra note 84 at 43.
522 Ibid. at 62.
523 Ibid. at 61.
524 Ibid. at 48.
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views this as a necessary measure in order to narrow the technological gap between themselves

and the industrialized world.525

Furthermore, the industrialized world's increased interest in IPRs has been characterized as an

attempt to control the diffusion of new technologies in the struggle.between those nations that

have industrialized and those that have not. Developing countries resisted increased IPRs on the

ideological level, rejecting the model as a new form of colonialism. The perception was that

stronger protection of intellectual property would Interfere with the diffusion of knowledge and

technology from the industrialized world to the developing world. 526

Proponents of stronger IPRs argued that developing countries would benefit because there is a

high social rate of retum from investment in R&D and that insufficient protection of intellectual

property has a negative impact on investment. Nonetheless, the developing world resisted

stronger IPRs on the basis that increased protection would not necessarily lead to increased

research and development at the local leve1, and that the growth impact of any additional R&D

would not be significant. The argument that the protection of intellectual property is a

significant factor in technology transfer has been rejected by sorne commentators who argued

that technology will flow even where it is not protected. 527 In any event, modem technology is

controlled by large transnational corporations and it is they who stand to benefit from increased

protection.528 Sorne critics point out that the protection of intellectual property, rather than

having a neutral or beneficial impact, has an adverse effect on the commercial, political,

economic, and technological development of many developing countries.529 The majority of

patents granted by developing African countries are foreign patents and have the effect of

eliminating competition and implementing restrictive measures that discourage incentive

525 Yambmsic, supra note 100 at 9; See generally UNCTAD Secretariat, supra note 93:
526 Primo Braga, supra note 7 ; E. Pemose, supra note 22 at 173.
527 D'Amato & Long, supra note 84 at 51; U. Kurnar, supra note 310 at 339.
528 D'Amato & Long, ibid at 51; U. Kumar, Ibid. at 321
529 Kumar, ibid at 320.
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activities. Furthemlore, if the patents are not worked locally, it is submitted, no transfer of

technology occurS.530

Though advocates of strong international IPRs suggest that developing countries will benefit

from increased foreign investment, a 1993 study found that there was no correlation between

increased protection for IPRs and foreign direct investment. Sorne deve10ping countries, suchas

Nigeria, which providedhigh levels of protection for IPRs did not attract higher levels of foreign

direct investment than did other countries with similar economic characteristics and investment

incentives. The developing countries that received the highest levels of foreign direct investment

were .the same countries that wereon the USTR's priority watch 1Ïst for violation of IPRS.531

Rather, foreign direct investment in developing countries is concentrated among a few countries.

In 1994 and 1995, China, Mexico, Malaysia, and Brazil accountedfor more than half of all

foreign direct investment in the developing world.532

It has also been pointed out that the Netherlands and Switzerland were successful indeveloping

their chemical and electrical industries without the benefit of a patent system. As well, most of

the industria1Ïzed European countries had low levels of intellectual property protection during the

early stages oftheirindustrial development, and there was strong anti-patent sentiment in Europe

during the mid to late 19th century.533 Manydeveloping countries are at a stage of development

comparable to the level of development the technologically advanced countries were at during

the early stages of industrialization. Arguably, it is unfair to require them to comply with high

standards of intellectual property protection. This argument is strengthened by the fact that the

530 U. Kumar, ibid at 320. As discussed earlier, various countries, includiug Canada until the early 1990s, had local
working requirements. However, Article 27.1.of TRIPS requires patents to be available without discrimination.
based on whether the products were imported or locally produced. Canadian local working requirements were
eliminated to make Canadian lawNAFTA and TRIPS consistent. See An Act to Implement the NAFTA, supra note
442.
531 These were Argentina, Brazil, Korea, China, and Thailand, among others. F. M. Abbott, "WTO TRIPS
Agreement and Global Economie Development", in F. M. Abbot & D.· 1. Gerber eds., Public PoUcy and Global
Technological Integration (London: Kluwer Law International, 1997) 3 at 7-10. Similar results have been born out
by other studies. See B. Sodipo, Piracy and Countelfeiting: GATT, TRIPS and Developing Countries (London:
Kluwer Law International, 1997) at 62.
532 World Bank Discussion Paper No. 412, supra note 2 at 18.
533 E.. Penrose, supra note22 at 12-17. Theconflict over the monopolistic tendeucies of the patent system led some
to caU for its abolishment.
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industrialized countries had the economlC advantage of industrializing and obtaining new

technologies at a time when intellectual property rights were relatively weak both domestically

and intemationally.534

At present, it may be more beneficial for developing countries not to enforce respect for IPRs

than to adhere to stringent standards.535 Developing countries place a high value on the benefitof

getting new technologies at the lowest possible price. Making additional royalty payments to

industrialized countries would cause problems for many developing countries, especially given

thatmost of them face foreign exchange constraints.536 This is particularly important because

foreign exchange is critical for most of these countries in order to further service their heavy

foreign debt loads.

Govemments in developing countries generally lack financial resources and are therefore

reluctant to allocate scarce resources to the protection ofIPRs.537 Moreover, imitators or

"pirates" of intel1ectual property have almost no production costs since they save the expense of

researching. and developing. a product .and because they only copy successful products, thereby

avoiding the risk of market failure and the accompanying financial loss. These cost saving

factors and the avoidance of royalties enable imitators to provide the product at a lower cost and

satisfy local demand better than the foreign innovator who created the product.538

Despite these concerns, developing countries may increasingly see the utility of intellecmal

property, or similar property rights, in protecting their own interests. Copyright may be used to

protect literary and musical works of traditional peoples in developing countries. Utility models

mayalso be useful in protecting sorne valuableknowledgefrom thesecommunities.539 The

534 U. Kumar, supra note 310 at 320-323; "The Right to (Jood Ideas," The Economist, 359:8227 (23 June 2001) 1
535 D' Amato & Long at 62; Penrose suggested that developing countries should be left out of the international
patent systemall together because they have nothing ta gain from granting patents ta foreigners, supra note 22 at
233.
536 D'Amata & Long, supra note 84 at 51.
537 Ibid. at62.
538 Ibid.
539 D. A. Possey & G. Duttfield, Beyond lntellectual Property: Toward Traditi()nal Resource Rightsfor lndigenous
Peoples and Local Communities (Ottawa: IDRC, 1996) at81-84.
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market value of traditional knowledge from developing countries may increase as advances in

biotechnology expand the range of life forms that have commercial value. The market value of

plant-based medicines sold in industrialized countries was estimated to be over $40 billion in

1985. Though. most of thesemedicines were first used by traditional healers, the source

communities for tms knowledge rarely receive anycompensation.540 Kl10wledge of traditional

communities is also important for agricultural advances in areas such as plant-based pesticides

and the creation of new crop varieties. In the health care and cosmetic industries there is also a

move towards "natural"products, and the knowledge about many ofthese products is derived

from traditional or indigenous comm.unities.541 The majority of the seven thousand natural

compounds used in modem medicine have been used by traditionalhealers for centuries. As

well, it is estimated that on.e quarter of prescription drugs sold in the United States contain active

ingredients derived from indigenous knowledge ofplants. 542

Information originating witmn traditional communities may inadvertently be passed on to

foreigners and be used for academic or scientific research. Since industry researchers often use

academic literature, valuable ·traditional knowledge can and has been used in the R&D of

commercial enterprises.543 Companies involved in biotechnological R&D are

not noted for their ethics and concem for, or experience with, indigenous peoples
or local communities. They are noted for capitalizing onopportunity. Therefore,
there are good reasons why indigenous and traditional peoplesshould be worried
about the commoditization of their cultural, intellectual, and scientific property ­
not to mention their plants, animaIs, seeds, andeven their own genetic materia1.544

540 D. A. Possey & G. Duttfield, supra note 539 at 34.
541 Ibid. Of course, everyone is "indigenous" to spmewhere since everyone has a place of origin. Though there is
no precise defmition of indigenous, since colonization the tenn has been commonly used to refer either to the
peoples indigenous to the Americas or to the traditional ethnic groups originating from variousnon-European
countries. See M. Battiste &J.Y. Henderson, Protecting Indigenous Knowledge and Heritage.: A GlobalChallenge
(Saskatoon: Purich, 2001) at 61,. Since the tenn "indigenous" could referto the majority of the developing world,
the protectionof the traditipnal knowledge ofindigenous communities is a relevant issue for aIl developing
countries.
542M. Battiste & IY. Henderson, Protecting Indigenous Knowledge and Heritage: A Global Challenge, (Saskatoon:
Purich, 2001) at 125
543 Possey & Duttfield, supra note 539 at 35
544 Ibid, at 52. For anÎn depth discussion of the issues surrounding indigenous peoples and IPRs, see generaIly
Possey & Duttfield, supra note 539.
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Southern countries have expressed concern over the fact that, in their Vlew, traditional

knowledge is used and genetic resources are accessed without compensation.545 The ease with

which these reSOUfces have been accessed is probably due in part to the Southem concept of

communal property, induding communalknowledge. Arguably, this has been used to the

detriment of the developing world and to the benefit of many companies based in the developed

world, particularly in areas such as pharmaceutical and agricultural research. Because

intellectual property theories protect only "new" knowledge, it does.not protect the knowledge.of

traditional healers. Thus, biotechnology companies have been able to obtain patents for

synthesized versions ofnaturally occurring molecules in commonly used plants. 546 Taking these

factors into consideration, Can one reasonably expect developing countries to troly accept and

fully implement strong protection for intellectual property? Tt could be that lUany countries may

not yet have reached a stage of economic development where they would seriously consider

strong intellectual property protection or be able to rationalize strong intellectual property

regimes as suitable to their needs. Many European nations, for example, had relatively weak

patent protection during the early stages of their industrial development. 547

Though cultural, medicinal and agricultural knowledge is valuable for innovation in the area of

biotechnology, little economic value has been attached to it. Whereas the finding of a university,

corporation, or affiliated research group may the subject of a patent, the cultural knowledge of

indigenousgroups from developing countries may not. This holds true even where the

information is known only to the secret healers of the group. The knowledge is considered

public information which belongs to the common.548 This presents an interesting dilemma for

developing nations. If one takes a traditional Western approach toward intellectual property

545 World Bank Discussion Paper No. 412, supra note 2 at 39. Since traditional knowledge has been receiving
increasing attention in a variety of areas, from agriculture to trade and econornic development, WIPO began in 1998
to consider the intellectual property aspects ofprotection for traditional knowledge. See WIPO, onhne:
<http://www.wipo.org/traditionalknowledge/introduction> (accessed 11 :29 a.m. 10/06/01). The 1997 grant ofa
U.S. patent on Basmati rice derived from basmati rice germplasm fromPakistan caused agreat deal of controversy.
See J.Watal, "Perspectivesfrom Developing Countries: India" in LeIe, Lesser & Horstkotte-Wesseler, supra note X,
52 at 59
546 M. Battiste & J.Y. Henderson, supra note 342 at 128. American companies have been able ta obtain patents on
synthetic derivatives of an active substancefrom the seeds of neem trees. This substance has been used by people in
rural India as a pesticide for generations.
547 U. Kumar, supra note 310 at 321-322.
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rather than the developing world stance that know-how is the common heritage of humankind,

developing nations should be compensated for such knowledge. In order to obtain remuneration

from the pharmaceutical industry from the use of traditional knowledge, developing nations

would need to argue. for their IPRs in the knowledge· of their indigenous peoples and in their

rainforests and other natural resources.

However, IPRs may not be the appropriate method of protection for a number of reasons. Where

traditional knowledge is commonly held it faIls into the public domain and cannot be protected

by the inteIlectual property system as it iscurrently constructed. Even if the infonnation is not

widely held, it may be infonnation belonging to the community which cannot be used by one

individual for commercial gain. Nonetheless, when multinational companies make use of

indigenous knowledge in the development of agricultural or chemical phannaceuticals, these

communities may want to make. a case for just compensation.549 Recently, developing countries

have been negotiating to ensure that they receive compensation from companies that make use

genetic resources located in their territories to create products that are subsequently protected by

IPRs and commercialized. The tendencyof sorne companies may be to resist such

developments. However,as Professor Ziff notes, "ownership usuaIly entails duties as weIl as

rights".550 .Methods for protecting the rights of "indigenous" communities, many of whom are

10cated in developing countries, though beyond the scope of this paper, is worthy of further
.. . . 551mvestIgatlOn.

548D, Amato & Long, supra note 84 at 63.
549 Seefor example, the Convention on Biological Diversity or theproposed International Undertaking on Plant
Genetic Resources.
550 Ziff, supra note 9at 3.
55JThough there is no precise definition of indigenous, since colonization the terrn has been commonly used to refer
either to the peoples indigenous to the Americas or to the traditional ethnic groups originating from various non­
European countries. See Battiste & Henderson, supra note 342 at 61. Since the term "indigenous" could refer to the
majority of the developing world, the protection of the traditional knowledge of indigenous communities is a
relevant issue for aH developing countries.
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REGULATION OF IPRS WITHIN THE TRADE CONTEXT - IMPACT ON
DEVELOPING NATIONS

It is debatable whether the GATT framework is beneficial for developing countries. On the one

hand, developing nations have the advantage ofworking within a formaI organized system rather

than attempting to negotiate individually with powerful nations such as the United States.

Though TRIPS reduces domesticcontrol over national intellectual property regimes, it offers the

advantage of formaI dispute settlement rather than a unilateral retaliatory trade action by the

U.S.552

On the other hand, the GATT framework forces deve10ping countries to proteet intellectual

property even though they may not see stronger IPRs as being in their interest. Within the

GATT framework, developing nations are obligated to comply with the TRIPS Agreement, and

they ean be taken before WTO panels if they refuse to do so. Within the trade eontext, it

beeomes more attractive for developing eountries to strengthen IPRs in order to avoid trade

losses in other areas. The nations that soughtstronger international IPRs were aware ofthis, and

this was part of the reason the GATT framework was.. chosen. Access to the markets of

industrialized world was used as leverage to pressure the developing world to agree to protect

intellectual property.553 However, many of the trade benefits developing eountries anticipated

have yet to materialize.554

However, as mentionedearlier, there are new areas where intellectual property issues are arising

for the developing world. For example, the heightened interest in the economic potential of the

rainforest in sorne developing countries raises issues of the intellectual property rights of the

552It has been suggested that since TRIPS is the result ofa V.S. led movement for stronger intellectual property
protection, it will be difficult for the U.S. to complain about the inadequacy of intellectual property protection in any
nation which is complying with TRIPS. It should therefore be more difficult for .the V.s. to threaten other states Or
take retaliatory trade action through the use of Special 301. See McDorman, supra note 90 at.124-125 for further
discussion.
553 SeeC.L.N. Amorim, "The WTO From the Perspective of a Developing Country" (2000)24 Fordham Int'l LJ.
95. It has beenpointed out that developing countries are not only being required to meet industrialized world
standards for intellectual property but are also being pressured to ensure that their Iaws are as effective as the laws of
the industrialized countries. See A. Endeshaw, "A Critical Assessment ofthe U.S.-China Conflict on Intellectual
Propelty" (1996) Alb. L.J. Sci & Tech. 295 at 305.
554 Ibid. at 96; "The Right to Good Ideas", supra note 534.
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countries where the rainforest is 10cated. The pharmaceutical industry has been the predominant

source of increased interest in developing country rainforest and medicinal plant and crop variety

research. 555 Traditional knowledge of native healers and non-European ethnic groups has been an

integral aspect of drug development. Approximately three-quarters of the chemical compounds

that are derived from plants and which are currently in use were discovered through research on

medicinal plant uses by traditional or indigenous peoples. Likewise, the international seed

industry depends on genetic materials that originate from crop varieties which are selected and

improved bydeveloping country farmers. 556 Perhaps through the use of the WTOframework,

developing countries will be better able to ensure thattheir social and economic interests in these

areasare secured.

Importance of Domestic Control

Under TRIPS, developing countries will be required to implement levels of protection for

inteIlectual property that existed in the industrializing countries at the time they were

industrializing.557 Protecting intellectual property at the time of industrialization may have been

both appropriate and effective for thesecountries. However, the least developed countries have

not yet began to industrialize significantly, if at aIl, and it is questionable whether strong

inteIlectual prbpertyrights will help their economic development at this stage. Tt is questionable

particularly since innovation occurs incrementaIly through improvements on pre-existing

creations.558 A country needs to be able to access existing technologies so that it can imitate and

then improve upon them. Tt is counterproductive for a nation to protect IPRs if such rights render

thecost of accessing these technologies prohibitive. In thearea of agriculture IPRs have a

significant impact on developing countries. Many households are dependent on agriculture for

555 D'Amato & Long, supra note.84 at63
556 Ibid.
557 M.P. Ryan, supra note121 at 8.
558 Ibid. at 9. For detailed analysis see G.Grossman & E. He1pman, Innovation and Growth in the Global Economy
(Cambridge: MIT Press, 1991); Zvi Griliches ed. R&D, Patents, and Productivity (Chicago: University of Chicago
Press, 1984)
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their income. Access to new technologies is essential in order for them to be competitive and to

. . h '1' l'h d 559mamtam t eu Ive I 00 S.

A strong technological base is essential for industrial development.56o Industrial development is

linked to the economic development and prosperity of the people in a particular country. Hence,

one could argue that technology is a critical element of economic development. Developing

countries have an interest in strengthening their technological bases in order to create economic

stability and encourage industrialization.561 Since the 1979 United Nations Conference on

Science and Technology for Development, there has been agreement that science and technology

shou1daimat improving the weIl being of mankind, The benefits, it is argued, should be shared

equitably. The view of the developing world has been that has been they should have access to

the achievements of modem science and technology, and that the transfer of technology should

be promoted so that developing countries can create indigenous technologies. In contrast to the

position taken by some developing countries that aIl nations should be entitled to access the new

technology as the universal heritage ofmankind, the developed world has taken the position that

technologyshould be respected as private property.562

Deve10ping countries have the option of developing new technologies indigenously or acquiring

foreign technologies through various mechanisms. Often, when developing countries develop

technologylocaIly, the technology is simple and conventiona1.563 This is largely due to the fact

that they lack the resources to invest in R&D and the scientific expertise,564particularly since

many educateddevelopingcountry nationals live and work in multinational companies based in

the developed world. It is often seen as. more beneficial for many developing countries to

acquire new technology rather than to invest in developing alternative technologies.565

559 W. Lesser et aI., "IntellectualProperty Rights, Agricultureand the World Bank" in U. LeIe, W. Lesser & G.
Horstkotte-Wesseler eds., Intellectual Property Rights in Agriculture: The World Bank's Role in A1>'sistingBorrower
and Member Countries (Washington: The World Bank, 2000) 1 at 1
560 D. Subhapholsiri, "Intel1ectual Property in Economie Development" in P.S. Sangal and K. Ponnuswami eds.,
Intellectual Property Law, (Dehli: UDH Publishers and Distributors, 1994) 61 at 61
561 Ibid.
562 Ibid
563 Ibid. at 62
564 Ibid.
565 Ibid.
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However, when technology is tnmsferred to developingcountries, it may or may not create

scientific and economic development. The technology must be appropriate to local needs and

conditions.566 For example, there should be a scientific and technological base in the recipient

country that is capable of working with the new technology. If the recipient country does not

have the capacity to absorb the technology, it will be completely dependent on the supplier ofthe

technology for technical assistance and operations. Thus, the recipient country will be unlikely

to develop expertise with respect to that particular technology. Consequently, the recipient

country is unlikely to· develop the ability to modify the technology to suit local conditions or

otherwise improve upon it.567 For these reasons, among others, intellectual property policies that

are appropriate for industrialized countries may not be suitable in the developing country

context.

CAN TRIPS WORK FOR BOTH TECHNOLOGICALLy ADVANCED COUNTRIES

AND DEVELOPING COUNTRIES?

The TRIPS Agreement recognizes the need to balance intellectual property rights with other

legitimate interests. It also acknowledges that developing countries face challenges distinct from

those faced by industrialized countries. As a result, the TRIPS Agreement contains special

provisions relating to developing and least developed country Members. The aspects of TRIPS

and of the WTO·Agreement that provide some latitude for developing countries will be the focus

of this section ofthe paper.

Provisions on Technology Transfer

With respect to the transfer of technology, Articles 66(2) and Article 67 of TRIPS encourage

North-South cooperation on technology transfer. Articles 7 and 8 of TRIPS also refer to

technological deve10pment and technology transfer. Technology transfer requires the

participation of private enterprises that have the expertise in much of the relevant technology and

may have intellectual property rights in that technology. TRIPS applies to Member states but

does not impose obligations on private enterprises with respect to technology transfer. This

566 Ibid.
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limitation may be addressed to sorne extent by Article 66.2 of TRIPS which requires Member

states to promoteand enCOUTage the transfer of technology to least developed country Members

by providing incentives to private enterprises and to institutions in their territories.

Article 67 requires Members states to provide technical cooperation on mutually agreed terms

and conditions to developing and least developed country Members. Such cooperation must

include assistance in developing legal regimes for the protection of intel1ectual property rights,

including the creation or improvement of the necessary domestic offices and agencies and the

training of personnel. 568 Though TRIPS provides that the industrialized countries should

cooperate with the developing countries on these matters, it remains to be seen how seriously tbis

obligation will be taken. Though a number oflaudable goals have been incorporatedinto clauses

of international agreements in past years and numerous United Nations declarations have been

made regarding development, little progress appears to have been made.

Articles 7 and 8 of TRIPS also encourage the transfer of technology. The objectives of TRIPS,

set out in Article 7 of theAgreement provide:

The protection and enforcement of intellectual property rights should contribute to
the promotion of technological innovation and to the transfer and dissemination of
teehnology, to the mutualadvantage of producers and users of technological
knowledge and in a manner conducive to social and economic welfare, and to a
balance ofrights and obligations.

While Article 7 includes technology transfer as one of the objective ofTRIPS, ArticleS, wbich sets

out the principles of the Agreement, allows Member states to take measures to prevent practices

which adversely affect the international transfer oftechnology. Article 8.2 states:

Appropriate measures, provided that they are. consistent with the provisions of tbis
Agreement, may be needed to prevent the abuse of intellecttial property rights by
right holders or the resort to practices wbich unreasonably restrain tradeor
adversely affect the international transfer oftechnology.

567 Ibid.
568 TRIPS, supra note 4, Article 67.
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Of course, any measures taken pursuant to Article 8.2 must be "consistent with the provisions" of

the Agreement. This language could be interpreted in a manner that would severely limit the

options available under this section.

Provisions Relating to a Balancing ofInterests

Article 1.1 of the Agreement states that Members are free to determine the appropriate method of

implementing the TRIPS provisions within their own legal system. As weIl, the principles of

TRIPS established in Article 8 recognize the need to balance the interests of the holders of

intellectual property rights with other equally legitimate societal interests. Article 8.1 provides:

Members may, in formulating or amending their laws and regulations, adopt
measures neCeSsary to protect public health and nutrition, and to promote the
public interest in sectors of vital importance to their socio-economic and
technological deve1opment, provided that such measures are consistent with the
provisions of this Agreement.

Article 8 appears to allow Member the. possibility to factor in other relevant considerations as

they amend their laws to create TRIPS consistentIP regimes. However, the success of Article 8

in the EU-Canada Pharmaceuticals case was negligible. The tension between the protection of

IPRs and the important public policy goal of providing low cost medicines to Canadians was a

critical aspect of this case. Though Canada raised Articles 7 and 8.1 in defence of itsposition,

the Panel did not even address Canadian arguments with respect to these provisions of the

Agreement. Moreover, the language of Article 8.1 contains the same limitation found in other

exempting provisions of TRIPS, which requires that the measures taken be consistent with the

provisions of the Agreement. This leaves it unclear as to whether an exception really exists and

the extent to whichMember states can deviate from the precise requirements of the Agreement.

The WTOcases thus far wouldseem tosuggest that there is little room for deviation from the

WTO standards.

The WTO·Agreement provides authority for the least deve10ped countries to .implement TRIPS

only to the extent that it is suitable in light oftheir needs. Article XI.2·of the WTO Agreement

states:

The least-developed countries, recognized as such by the United Nations will only
be required to undertake commitmentsand concessions to the extent consistent
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with their individual development, financial and trade needs or their
administrative and institutional capabilities.

The countries c1assified as least developed can therefore argue, even after the end of the

transitional period, and to the extent that they continue to be classified as least developed

countries by the United Nations, for an application of TRIPS that allows them to take into

consideration other legitimate interests. However, the other developing countries will not be

able to make use ofthis provision.

The Delayed Implementation Period

"In view of the special needs and requirements of least-developed country Members, their

economic, financial and administrative constraints, and their need to create a viable technological

base", Article 66 of TRIPS exempts the least developed country Members from their obligations

under TRIPS with exception ofArticles 3, 4, and 5 (obligations regarding national treatment and

most favoured nation treatment) for a period of 10 years from the date of entry into force of the

Agreement. Since TRIPS entered into force on January 1, 1995, the least developed countries

have until 2005 ta implement the Agreement.

Given the state of affairs in sorne developing countries, particularly those in the African region,

many of which are politically and economically unstable, the time delay currently provided

under TRIPS is not sufficient. Assuming obligations of this nature and theability to create

intellectual property regimes as required by TRIPS presupposes political stability, economic

stability and the capability to implement and enforce the legal regimes necessary. Not only do

many ofthese countries lack the institutional infrastructure, including.the expertise necessary ta

implement their TRIPS. obligations, they are also struggling to provide aIl their citizens with

basic health (including access to clean drinking water and basic medicines) and education while

servicing heavy foreign debt.569 Politically, many nations are either still in the process of

democratization, areunder military governments that do not have legitimacy in the country or

are engaged in protracted civil wars. Naturally, the focus in many of thesecountries is on

569 Approximately$200 billion dollars is owed by 41 countries, mostly in Africa, to the International MonetaryFund
and other Western fmancial institutions. These countries have a total of 600 million people, half of whom live on
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meeting sorne of their basic needs before they canbegin to consider the protection and

enforcement of intellectual property rightS.570

Extensions of time for these .countries to implement TRIPS shall be accorded by the Council for

TRIPS "upon duly motivated request by a least developed country Member.,,571 Ifthe exceptions

to the TRIPS obligations are interpreted in a narrow manner that accords Member states little

room todeviate from the TRIPS standards, it is important, in this writer's view, to give all the

least developed country Members sufficient time to stabilize before they have to illlplement

TRIPS. This is preferable to requiring .countries to individually request extensions of time.

Detailed academic studies would· need to be undertaken to determine theamount of time that

would be adequate in thecircumstances. However, it can safe1y be said that taking into

consideration the state of many of these countries today (2001) they will not be in a position to

create TRIPS standard intellectual property regimes in the next 4 years. In order to allow these

countries to focus their limited resources on matters of critical importance to their development

(i.e. political stability) rather than focusing on whether they can make their legal systems TRIPS

compliant by 2005, this reality should be acknowledged and accounted for now. Though these

countries may be able to rely on Article XL3 of the WTO Agreement to make a case for more

flexibility, the position is debatable and therefore does not provide these countries with sufficient

certainty on the question ofthe application ofTRIPS.

Waiver ofObligations and Possibilities for Amendment

Article IX oftheWTO Agreement, to which TRIPS is an annex, sets out how decisions are to be

made within the WTO framework. Article IX.3 could allow developing and least developed

country Members to obtain a waiver of an obligation "in exceptional circumstances." This can

only occur by consensus of the Members cast at the Ministerial Conference if it is an exception

with respect to an obligation which cannot be met at the end of a grace period provided in

less than $1 per day. See the International Monetary Fund Web site, online: <http:/
www.imf.org/externallnp/exr/ib2000/092300.htm> (date accessed: 15 August 2001)
570 "The Right to Good Ideas", supra note 534.
571 TRIPS, supra note 4, Article 66.1.
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TRIPS.572 Otherwise, a decision of three-quarters of the Members in favour of the waiver will

suffice.573 Awaiver granted for a period ofmore thanone year shaH be reviewed annually.574

Another available alternative is to amend the TRIPS Agreement to aHow more flexibility for

Member states. Article X of the WTO Agreement allows for amendments to the WTO

Agreement and the annexes, including TRIPS. Vnder Article X.3 amendments to TRIPS that

would "alter the rights and obligations of the Members, shall take effect for Members that have

accepted themupon acceptance by two thirds of the Members and thereafter for each other

Member upon acceptance by it". It is also possible to make amendments which would

effectively be bindingon all Member states by a vote of three quarters of the Members at the

Ministerial Conference unless an exception is granted to a particular state by the Ministerial

Conference.575

Is TRIPS Truly Beneficiai for Global Markets? - Implications for the South.

Leaders in Canadian business in the 1990's advocated a balance between the development of

minimum international standards and the right of sovereign nations to detennine their own

national standards.576 This is as critical for the developing world as it is for industrialized nations

like Canada, ifnot more so.

Approximately 100 of the WTO's more than 130 members are developing countries. These

countries are expected to play an increasingly important role in the WTO because of their

572 The Ministerial Conference, which mustmeet.at least once every two years, is composed ofrepresentatives from
an Member states. See Articles IV.l of the WTO Agreement.
573 See Articles IX.I-IX.5 (including footnote 4) of the WTO Agreement, supra note 5. The request for a waiver must
frrst be submitted to the Council for TRIPS for consideration. The Council will then make a recommendation to the
Ministerial Conference.
574 WTO Agreement, supra note 5, Article IXA.
575 The second part ofArticle X.3 states "The Ministerial Conference may decide by a three-fourths majority than
anyamendment made effective under this paragraph is of sucha nature that any Member which has not accepted it
within a period specified by the Ministerial Conference in each case shaH be free to withdraw from the WTO or to
remain a Member with the consent of the Ministerial Conference."
576 R A. Ferchat, "Global Rivalry in Innovation and High Technology" in Murray G. Smith ed., Global Rivalry and
lntellectual Property: Developing Canadian Strategies. (Toronto: The Institute for Research on Public Policy, ·1991)
21 at 23-27.



128

numbers and because they are becoming more important in the global economy. As a result, the

various WTO agreements attempt to take the interests of these countries into aecount in a

number of ways.577 This is reflected in sorne of the provisions of the TRIPS Agreement.

However, it remains to be seen how the WTO panels will interpret and apply TRIPS in disputes

involving developing eountries once the transitional periods are over. If the India eases578are

any indication, developing eountries may not be accorded the kind of flexibility they may have

anticipated when they signed the TRIPS Agreement.

Advoeates for stronger international IPRs correctly argue that no nation has a monopoly on

creativity. Ithas been pointed out that developing countries have the option to create their own

indigenous R&D Tather than taking the "short eut" approach to obtaining teehnology and other

intelleetual goods from· the industrialized world. Instead of acquiring teehnology from

elsewhere, developing countriescould focus on the domestic production of intellectual property.

This"short eut" method is criticized as tying the future competitiveness of developingcountries

to their ability to acquire new innovations rather than generating them.579

Whilethis critique may have sorne validity,it ignores the historical treatment of IPRs in many

other countries. One need only consider the experiences of sorne of the newly industrialized

Asian countries that focused on obtaining technology from the more industrialized nations,

mastering the art of imitation and finally becoming innovators. The American and Japanese

experiences demonstrate that relying on technology transfer can form an important part of a

development strategy. Theirexperiences also illustrate that a recipient country need not be

indefinitely dependent on the transferor for its technological innovation.

Preventing New Industry

An analysis of international intellectual property policy issues from a "power-weighting"

perspective examines how increased technological and economic integration tend to increase the

economic power of certain holders of IPRs. Technological networks have expanded and there is

577 World Trade Organization, online: <http://www.wto.orgienglishlthewto_e/whatis_e/tiLe/devO_e.htm> (date
accessed: 17 March 2001>
578 Supra note 208.
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increased global technological interdependence. Thesechanges increase the economic power of

those who control access to teehnological networks, The interaction of economic integration,

technological integration and globalharmonization of intel1ectual property laws could make it

easier for economically powerful companies to interfere with the ability of other companies to

compete. Though these processes interacting together tendto reinforce one another, it does not

necessarily result in decreased competition.580 However, if is apparent that there is potential for

exclusion of newcomers or latecomers to the market. Existing industries in developed country

markets which are economicallyand technologieally strong, and thereforepowerful, may prevent

infant industries in developing countries from becoming true competitors.

The issue of technology sharing is not simply a North-South problem. There is potential for the

industries in developed countries to· become highly stratified wherein only the enterprises that

can affordlarge scale R&D and global advertisingexpenses will survive. Such companies will

have significant advantages not only over small Mexican companies, for example, but also over

small enterprises throughout the industrialized world.581 .When patents are overly protective, it

can become difficult for researchers to improve upon the technology without infringing the rights

of the patent owner. Many patents over biotechnological innovations are very broad. This

means that theowners of these patents, primarily companies based in the industrial world, own

the rights over importantgenes, plant varieties, andessential research techniques such that others

may not find if possible to enter this industry.582

"Bio"'Piracy"

As mentioned previously, some developing countries havebecome cognizant of their bio..

diversity as a potential source of wealth. However, as industrialized countries insist that the

developing world should protect their intellectual property rights, they simultaneouslysupport

virtuallyfree access to the biologieal resources of these developing countries for multinational

579 Yarnbrusic, supra note 100at 9-10.
580 D. Gerber, "Intellectua:I Property Rights, Economic Power and Global Technological Integration", in F. M.
Abbott & D. J. Gerbereds.,Public Policy and Global Technological Integration eds. (London: Kluwer Law
International, 1997) 127 at 130-131.
581 F. M. Abbott, supra note 531 at 49.
582 See World BankDiscussionPaper No. 412, supra note 2.



130

corporations [hereinafter "MNCs"]. Once they have accessed these resources, these MNCs use

the knowledge and physical resources derived from the South to develop and patent agricultural

and chemical products which they then seU throughout the world for profit.583 This.includes

selling the product to the country from which· the source information or product originated and

insisting that aU IPRs be enforced. The irony of this process may lead one to conclude that the

protection of IPRs as the system is currently deviseddeserves further evaluation and critique.

Social Issues

Increased protection of IPRs raises public health and safety concerns for both the developingand

developed countries. Since many scientific medical and agricultural innovations fall within the

defmition of intellectual property, developing countries in particular have a public health and

safety interest in ensuring unlimited access to intellectual goods.584 As the Canada

Pharmaceuticals585case reveals, Member states may find these policy considerations

inadequately protected in the GATT context. Since the average citizen of a developing nation

may earn only a few dollars per day, many developing countries have an interest in providing

low cost pharmaceutical drugs to their citizens. Of course, the question .of access to medicines is

relevant not only for those in developing countries ravaged by diseases such as malaria or RN,

but also for the poor in industrialized countries and the average Canadian citizen who worries

about the increasing cost ofdrugs such as anti-depressants or even new cancer treatments. 586

At the July 2000 XIII International Conference on AIDS, the discussionfocused on issues such

as poverty and the prohibitive cost of acquiring medications that control the EIV virus. The high

cost of such medications is linked to the IPRs held by the pharmaceutical companies that

produce the drugS.587 Rowever, IPRs are not the only problem in countries where poverty is

prevalent. Those that suffer from AIDS need clean water and sufficient· food before they can

583 Possey & Duttfield, supra note 539 at 94
584 D' Amato& Long, supra note 84 at61
585 Canada Pharrnacl.ë)uticals case, Report of the Panel, supra note 315.
586 The cost ofpharrnaceutical drugs is ofconcernfor Canadians as weIl as citizens of developing countries. See A.
Duffy, "Drug Delays Waste Millions: Study Condemns Slow Approval of Generic Drugs, " The Ottawa Citizen (1
May 2001) Al
587 DiManno, supra note 157 atB 01.
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worry about obtaining drugs.588 Africa and Asia, excluding Japan, accounted for less than 5% of

global pharmaceutical sales in 2000.589 If the average income in developing countries were to

increase, the market for the pharmaceutica1 products would expand. It is therefore more

advantageous for MNCs, whether pharmaceutical, computer or other companies, to support

policies which will enable the developing world to industrialize.

It wasalso mentioned at the conference that pharmaceutical companies based in industria1ized

countries had focused their research efforts on vaccines for the strains of HIV that are prevalent

in North America and Europe, the two 1argest markets for pharmaceutical drugS. 590 This is

indicative of the need for Southem countries to create domestic industries and conduct research

relevant to their own circumstances.

Aiming to reduce or control the levels of potentially fatal diseases such as malaria, tuberculosis

and AIDS, the South African govemmentdrafted laws in 1997 that wou1d enable it toeither

develop its own pharmaceutical drugs cheap1y or to import from foreign sources thatprovided

the drug more cheaply than the patent holder. Sorne of the measures for achieving tnese goals

included granting compulsory licenses or allowing parallel imports.591 The difference in the

price between apatented brand name drug and a generic version of thedrug can be significant.

For example, a generic version of Fluconazole can cost as little as 30 cents per day while the

brand name Diflucan could cost as muchas $17 per day.592 In response to the actions of the

govemment of South Africa, 39 pharmaceuticalmanufacturers launched a 1awsuit against the

South African govemment, claiming that the govemment's actions violated South Africa's

cOl1stitutional protection of their patent rightS.593 D~e to political pressure, the drug companies

droppedtheit lawsuitin June 2001.594

588"AWarover Drugs and Patents," The Economist, 358: 8212 (10 March 2001) 43 at43. Though South African
President Thabo Mbeki was heavi1y criticized for rnentioning causes of AIDS in Africa other than the HIV virus, it
has been recognized by sorne writers that poverty and malnutrition do factor into the AlDScrisis. See Di Manno,
supra note 157 atB 01.
589 "A war over drugsandpatents", ibid at 43.
590 DiManno, supra note 157 at BOl
591 "Awar over drugsandpatents," supra note 588 at 43.
592 J. Brown "Putting ProfitsBefore Pity", The Hamilton Spectator (14 July 2000) C 03.
593 "A waroverdrugsand patents," supra note 588 at 43
594S. Ward, The Financial Times, London Ed.(Il June 2001) at13



132

South Africa is not the only country to take measures to provide cheaper drugs to its citizens.

Compulsory licensing is an option that can be used by developing countries that face a health

care cnSlS. Prior to TRIPS, the country with the most experience in compulsory licensing was

Canada.595 Some of the developing countries may find this an appealing alternative in light of

the financial and health crises many ofthem face.Compulsory licensing can result in lower drug

costs because it enables generic drug makers. to apply for and obtain licenses to make the

patented drug. The global resistance to high priced patented drugs is evidenced by a number of

events. For example, Brazil recently threatened to grant licenses to local manufacturers for

AIDS drugs patented by Merck and Hoffinan-La Roche. In response, Merck agreed to reduce

the price of two AIDS drugs in Brazil. In Thailand, AIDS patients and activists have begun

planing a legal challenge to the validity of a patent on an AIDS drug by Bristol Myers Squibb.596

Market Strategies

Protection of IPRs in pharmaceutical products provides a good example of the challenge posed

by requiring developing countries to comply with TRIPS intellectual property standards. If

citizens of a nation cannot, on average, afford to buy the pharmaceutical drugs that the IPR

holder is selling, they simply will not buy them. Likewise, if thoseindividuals cannot afford to

pay royalties for the use of films, books, computer programs or any other such item, they will

either find ways to obtain cheaper copies or they will have to do without. Hence, it may be more

reasonable to allow developing countries, like India for example, to make and provide cheaper

generic drugs in these markets. The large multinationalcompanies may not be supplying the

markets inthese countries. Thus, abstaining from the enforcement of their intellectual property

rightsin these circumstances should not pose aserious problem for the MNCs in the short term.

Preventing India from providing cheaper generic drugs does not create a good market for MNCs,

it simply prevents India from developing its own industry.

595 A. Pollack, The New York Times (On the Web) (20 April 2001), online:
<http://www.nytimes.com/200l/04/20/world> (date accessed: 19 June 2001)
596 Ibid.



133

Moreover, it may be preferable to abstain from enforcing IPRs than to adopt measures such as

differential pricing for pharmaceutical drugs in poor countries. Companies may wish to avoid

substantial differences in drug pricing because such differential treatment is often not weIl

received by those who have to pay the higher price. The idea is simply not palatable. If TRIPS

is enforced strictly and sorne MNCs find themselves in the position of providing HN drugs to

South Africans for pennies per day while Canadians, including the poor, have to pay several

dollars for the same drugs, it becomesdifficult for the company to justify tbis to the Canadian

consumer. As a marketing strategy, it maybe more attractive to allow developing countries to

make their own generic version of the drug (unless the MNC wants to license the technology to

the developingcountry at minimal cost). It is less likely that Canadian consumerswill take issue

with India selling an "imitation" or generic version of a patented drug to South Africans for a

low price than to know that they, as Canadians, pay ten times more in.Canada for the same name

brand product than they would in South Africa. The same argument is also applicable to other

areas of technology.

As weIl, as the standard of living is raised in developing countries consumers will be able to

purchase more products at higher prices. This means that there is a potential market of hundreds

of millions of people who could become future consumers. Since access to technology is a

critical aspect of technological and economic deve1opment, developing countries will have a

better chance of developing if they have free or low cost access to new technologies. A number

of industrialized and industrializing nations, including the United States, had weak protection for

intellectual property rights at the time they were developing. They often borrowed technology

from other nations at little or no cost untü they were able to sustain domestic industries and

create their own intellectual goods. Al10wing developing countries to do the same. should be

viewed not as a favour to developing countries or simply a matter of faimess but as an

investment in the creation of future consumer markets.

Monitoring and Enforeement

Despite their initial reluctance to treat intel1ectual creations as commodities, developing

countrieseventually signed the TRIPS Agreement. It has been suggested that this can be taken

as an indication that theyhave accepted the characterization of intellectual products as
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commodities.597 However, a closer analysis of the situation reveals that thedeveloping world

has probably not changed its attitude toward intellectual property. Rather, developing countries

have altered their formaI position in response to pressure from the world's most. powerful

nations.598 Southem countries agreed to the TRIPS Agreement not because they concluded that

protection of IPRs was beneficial for them at this stage of their development but because they

feared trade sanctions and other negative repercussions. They were able to obtain concessions in

other areas, such as agriculture, and they capitulated in part because of the pressure arising from

American actions against Thailand, Taiwan, India, Braziland other developing countries.599

Developing countries may choose to resist TRIPS by continuing past practices, making slow

changes to the intellectual property laws, and enforcing protection for foreign enterprises

reluctantly and inefficiently.6oo It is difficult to ascertain the extent to which such practices are

currently occurring.

Developing Countries Not an Economie Threat

At this point in time, many developing countries are not sufficiently industrialized to pose a

significant economic threat to the technologically advanced countries. Nor are their domestic

industries significant competition for companies based in the industrialized world. Developing

countries do not account for any substantial portion of world trade and their economic positions

are such that they are effectively excluded frOID participating in the international economic arena

in a meaningful way. Thus, in this writer's view, is not essential to require thesecountries,

particularly the.least developed countries, to participate in the international move towards the

standardizationofintellectual property. It.will be more advantageous to allow them to reach a

level of industrialization where IP protection matters for them. At that stage, global protection

for IPRs will alsobe more relevant for the industrialized world because their industries will have

legitimate concems aboutcompeting (or perhaps working together) with competitors that have

achieved similar levelsof technological development. When the developing countries achieve

this level ofcompetitiveness, it will be appropriate to require them to .·operate at the same

597 D' Amato, supra note 84 at 47.
598 For further discussion see S.K. SeU, supra note 439.
599 F. M. Abbott & D. J. Gerber"Connnents and Discussion on Chapters 1-4" inE M. Abbot & D.l. Gerber, Public
Policy and Global Technological Integration eds. (London: Kluwer Law International, 1997) 1
600 F. M. Abbott, supra note 531 at 52
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standard as the rest the industrialized and industrializing world because it would be unfair for

equally capable competitors to have the advantage ofweak IP laws.

Exceptions to Intellectual Property Rights

As weIl, one must not forget that intel1ectual property rights are not absolute. Even within the

context of the legal regimes of industrialized countries, there are exceptions to the protection of

IPRs. For example, in Canada, there are various user exemptions for copyright. In patent law

there are research exemptions and circumstances in which licenses for the use of a patented

invention may be granted without the consent of the patent holder. Likewise, TRIPS contains

certain exceptions to the protection of IPRs.Exceptions to IPRs are necessary to account for

other interests, suchas those of the user of the product or of the public. There are various

legitimate interests that are important enough to warrant exceptions to IPRs. Thus, the balance

thatis implicit in IP protection should not be removed from the WTO TRIPScontext.

Democracy and the WTO

The interests of society at large must be served,along with those of the holder of the IPR. An

unyielding •approach to intellectual property protection under TRIPS may have the tendency to

undermine democracy. Citizens may resist such developments by protesting, as has already been

doneat recent WTO meetings. Altematively, they may choose other more subtle methods of

pressuring their governments, or they may choose to ignore IPRs altogether(i.e., they could

ignore copyright in musical or literary works on the Internet). Recent events suggest that

ultimately, if the concems of the citizens of WTO Member states are not taken into

consideration, TRIPS,and the WTO itselfmay he undennined.601

60
1 If the TRIPS requirements are not seen as 1egitimate, compliance willbe 10w..See generally P. M. Gerhart,

"Reflections: Beyoud Compliance Theory--TRIPS as a Substantive Issue" (2000) 32 Case W. Res. J. Int'l L. 357.
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CONCLUSION

The TRIPS Agreement requires all WTO Member states to provide certain minimum levels of

protection for intellectual property rights. Chapters 1 and II of this paper provided the context

within which the TRIPS arose. Chapter one presented the views both for and against stronger

intellectual property rights. These ranged from arguments in favour of IPRs, which posit that

IPRs promote innovation, to the views of critics who point out that IPRs are inherently anti­

competitive and therefore potentially dangerous if over-protected. As well, the difference in

cultural attitudes towards the protection of intellectual creations was discussed.

The second chapter of the paper explained how intellectual property became part of the

international trade agenda. The paper briefly discussed how trade theory evolved from

mercantilism to the promotion of free trade. It also explained the link between trade

liberalization and stronger global protection of IPRs. The particular importance of stronger IPRs

for the U.S. was noted, as was the American use of trade-based measures topressure various

countries to strengthen their intellectual property regimes. This chapter also set out the main

provisions of the TRIPS Agreement.

It is evident from the discussion of the cases in the third chapter of this paper that the TRIPS

Agreementhas had a significant impact on Member states. There have been a number of

complaints initiated as a result of TRIPS, many of which were settled once the defending party

agreed to modify its laws. .In the cases which proceeded to become formaI disputes, most of the

Panels interpreted the TRIPS obligations broadly while giving the exceptions under TRIPS a

strict and narrowinterpretation. In the India cases, the Panelengaged în a detailed examination

of Indian law and preferred its own interpretation of Indian law to India's interpretation of its

own law. .In the Patent Term case, the Panel held. that effective substantial compliance with

TRIPS was not enough and in the Canada Pharmaceuticals case, the Panel failed to

meaningfullyconsider abalancing ofinterests ul1derthe TRIPS regime. YetTRIPS requires that

the protection ofIPRs be conducive to other legitimate interests, such as the promotion ofsocial

and economic welfare under Article 7 of the Agreement.
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Inthe final chapter of this paper, the author argued that different levels of protection for IPRs are

appropriate at different stages of development. Developing world views on intellectual property

were considered, as was the relevance of strong protection of IPRs for developing countries.

This paper argued that it is neither necessary nor beneficial for developing countries to

implement industrialized country standards of intellectual property protection. Unfortunately,

the WTO decisions reviewed in this paper suggest that WTO panels are inclined to apply TRIPS

in a rigid manner. However, the author attempted to illustrate that TRIPS allows sorne flexibility

in the application ofTRIPS to developing countries.

While attending a meeting of the Group of 8 in Genoa, Haly, Canadian Prime Minister Jean

Chretien commented that he does not view debt relief for poor countries as charity but rather as

an investment. As the Prime Minister pointed out, once these countries and their citizens

increase their wealth, they. will increase their consumption and become markets for Canadian

productS.602 Obviously, it would be beneficial for Canada, and for other industrialized countries,

to have additional markets to which they could export their goods. This argument can be made

with respect to intellectual property and global economic development as well. Just as reduction

of debt is not merely charity but an investment in future consumers, allowing nations a standard

of intellectual propertyprotection appropriate to their level of economic development and

domestic needs is not charity but an investment in the creation of stableeconomies and strong

consumer markets.

In conclusion, the obligations under TRIPS should not be interpreted broadly while the

exceptions aregivena strict and narrow interpretation. The WTO cases reveal that TRIPS has

removed a significant level of domestic control from Member states. While this may be a

difficult adjustment for many states, TRIPS could create additional difficulties for developing

countries. It is true that participation in the international arena requires all states to compromise

and thereby to relinquish sorne of their independence. However, ifdeveloping countries have to

apply TRIPS standardsnow, or even in the next decade, it will be difficult, if n()timpossible for

them to acquire the new technologies that are. essential to their industrial development. Without

602 "Global News", Global Television Ottawa, 21 June 2001,6:05 p.li.
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an adequate level of domestic control over their intellectual property regimes, developing

countries cannot create intellectual property laws suitable to their social and economic needs.

Therefore, with respect to the protection of intellectual property rights, it is this writer's position

that it is not necessary at this point in time for the entire world to operate from a single paradigm.

As this authorhas demonstrated in this paper, the protection of IPRs appears to be appropriate

for different nations at different stages oftheir economic and technological development. There

is a lack of empirical evidence to demonstrate that the protection of IPRs will stimulate creativity

or economic growth in developîngcountries. 603 As a result, this author suggests that the TRIPS

Agreementbe revîsed to allow the least developed countries more time before they are required

to implementthe Agreement. Sorne developing countrieshave already had to împlement TRIPS.

However, in lîght of Articles 7 and 8 of the TRIPS Agreement and the need to balance

competing interests, the TRIPS Agreement should not be applied to these countries in a rigid

manner. This balanced approach is a reasonable one, regardless ofwhether the states in question

are developing or technologically advanced countries.

603 There is .a weak correlation between increased patent protection and innovative activity in developing countries.
See J.Lerner, supra note 306 at 31. In fact, domestic patenting may actually fall whenprotection enhancing
changes are made. J. Lemer, "The Patent Protection Dilemma" (IC Distinguished Speakers in Economies Program)
Industry Canada, 6 April 2001 [unpublished].
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