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INTRODUCTION

These training materials on the WTO Agreement on Trade Related Intellectual
Property Rights are part of the training modules prepared by the UNCTAD Commercial
Diplomacy Programme. They follow the same basic guidelines, ie. to provide tools that will
help the trainers of developing countries in the dissemination of the WTO rules as seen
from the point of view of their development implications.

This module — like those prepared on agriculture and service negotiations— contains
sections that address different audiences: government officials, parliamentarians,
researchers and experts, and journaists. The annexes include the negotiating mandates
adopted at the WTO 4" Ministerial Conference (Doha, November 2001) regarding TRIPS.
Several boxes inserted in the text contain "policy issues’ that deserve more research and
that could stimulate discussions among trainees. These materials do not pretend to exhaust
the topics implied by the implementation and the negotiations on TRIPS.,

The Commercial Diplomacy Programme thanks Professor Carlos Correa from the
University of Buenos Aires for the preparation of these training materials.
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GENERAL FEATURESOF INTELLECTUAL PROPERTY RIGHTS

The availability and the enforcement of intellectua property rights (IPRs) have
become since the 1980s a maor issue in international economic negotiations and, in many

cases, the subject of trade disputes between nations.

Intellectua property makes it possible to control the commercia exploitation of the
results of scientific, technological and cultura creation. The ability to develop and use such
results is a key factor of economic growth. They have crucia importance for international
competition, especialy for the production and trade of technology-intensive goods and
services: “Knowledge is critical for development, because everything we do depends on
knowledge. For countries in the vanguard of the world economy, the balance between
knowledge and resources has shifted so far toward the former that knowledge has become
perhaps the most important factor determining the standard of living - more than land, than
tools, than labor. Today’s most technologically advanced economies are truly knowledge-
based” (World Bank, 1998, p. 17).

Technology has been recognized as an essential element in any developmental
strategy (UNCTAD, 1993). Although different technological packages are needed at
different levels of development, it seems clear that even for mature sectors access to
appropriate technical knowledge is crucial not just to succeeding in the market place, but
also to surviving in the context of trade and investment liberalization.

Science and technology development capabilities are, however, very asymmetricaly
distributed. Research and Development (R&D) spending have showed a steady increase in
industrialized countries since the 1970s, with growing participation by the private sector in
total R&D. In many of those countries, haf and more of R&D spending is by private firms,

Developing countries, on the other hand, account for only about 4 per cent of global
R&D expenditures. The asymmetry in the distribution of development capabilities is aso
illustrated by science and technology patent registrationstatistics. Industrialized countries hold
97 per cent of dl patents worldwide (UNDP, 1999, p.67-68). It should be borne in mind,
however, that within the category of “developing countries’ there are countries with marked
differences in their technological capabilities. Some of them invest heavily in R&D and have
been able to enter sophisticated technical fields, such as the production of semiconductors.

The expangion of trade in the framework of the globalization of the economy created
during the 1980s strong demands by developed countries firms for the expansion and
universalization of 1PRs protection. They actively sought to ensuring certain levels of IPRs
protection worldwide in order to capture the rents generated by the intangible components of
traded products and services. The strengthening of IPRs was dso seen as an important
condition for foreign direct investment and technology transfer.
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The Agreement on Trade-Related Aspects of Intellectual Property Rights (the TRIPs
Agreement) adopted as an outcome of the Uruguay Round of the General Agreement on
Tariffs and Trade (GATT), has obliged all Members of the World Trade Organisation (WTO)
to establish minimum standards® for most categories of IPRs. Those standards mirror to a great
extent those in force in the industrialized countries a the time of the negotiation of the
Agreement. Under the Agreement’s rules, most developing countries have been required to
amend their legidation in order to introduce higher standards of protection or extend it to new
areas such as software, biotechnology and integrated circuits.

The adoption of the TRIPS Agreement was a major step towards the harmonization
of certain aspects of the protection of IPRs. However, as discussed below, WTO Members
have been left room for manoeuvre to adopt, in certain cases, different approaches and legal
solutions (Correa, 2000a). The explicit aim of the Agreement is to ensure that the protection
and enforcement of intellectual property rights contribute “to the promotion of
technological innovation and to the transfer and dissemination of technology, to the mutual
advantage of producers and users of technological knowledge and in a manner conductive
to socia and economic welfare, and to the balance of rights and obligations' (Article 7).

The idea of balancing the benefits for title-holders with those for the public should
be a key concept in the design and implementation of IPRs legislation. However, while
obligations and enforcement mechanisms were stipulated in considerable detail, the main
concerns and positions of developing countries, i.e. technology transfer and cooperation,
capacity-building and the limitations on exclusive rights, were set out approximately and
sometimes ambiguously, and in a norn-binding manner.

The new international framework for IPRs established by the TRIPS Agreement is
likely to affect the conditions for access to and use of technology and, therefore, the patterns of
industrial and technological development in developing countries. Reverse engineering and
other methods of imitative innovation will be restricted, thereby making technological
catching-up more difficult than before. Strengthened IPRs are also likely to increase the
negotiating position of right-holders in determining the roydties to be pad for the
technologies that are neededin the event that the right-holders agree to part with them

1. What is intellectual property??

Intellectual property is a category of property in intangibles, which may be claimed by
individuas, enterprises or other entities. The peculiar feature of this kind of property is that it
relates to pieces of information that can be incorporated into tangible objects. Protection is

! This means that Members cannot provide a level of protection lower than that provided for by those standards.
At the same time, they cannot be obliged to provide a higher level of protection (Article 1 of the TRIPs
Agreement).

2 This section is partly based on South Centre (1997).
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conferred on ideas, technical solutions or other information that have been expressed in a
legally admissible form and, in some cases, subject to registration procedures.

Although the content of intellectual property is the information as such, intellectual
property rights are exercised - generally as exclusive rights - with respect to the products that
carry the protected information. Thus, the owner of a patent can prevent the manufacture, use
or sae of the protected product in the countries where the patent has been registered. Those
who cresate certain intangibles may, via the enforcement of such rights, regulate the use of the
creations and the commercialization of the goods that contain them. Contrd over an intangible
therefore trandates into control over markets.

Intellectual property rights include the following categories:

» Copyright and related rights. Copyright protection is provided to authors of origina
works of authorship, including literary, artistic and scientific works. Copyright has also
been extended to protect software and databases. The owner of copyright can generally
prevent unauthorized reproduction, distribution (including rentd), sale and adaptation of
original work. Protection generally lasts for the life of the author plus at least 50 years, or
for a least 50 years in the case of works belonging to juridical persons. Neighbouring (or
related) rights are accorded to phonogram producers, performers and broadtasting
organizations. In some countries, expressions of folklore are aso subject to copyright
protection.

» Trademarks. Trademarks are signs or symbols (including logos and names) registered by
amanufacturer or merchant to identify goods and services.* A valid trademark allows the
owner to exclude imitations where this would midead the public about the origin of a

product. Protection is usualy granted for 10 years, and is renewable as long as the
trademark is actudly used.

» Geographical indications. These are signs or expressions used to indicate that a product
or service originates in a country, region or specific place. There are different types of
geographical indications. They are called "appellations of origin” when the characteristics
of the products can be attributed exclusively or essentially to natural and human factors of
the place in which the products originate.

> Industrial designs. Anindustrial design protects the ornamental or aesthetic aspect of an

indudtrial article. In some countries there is specific protection for industrial designs,
while in others it coexists with or can be cumulative copyright or trademark protection.
The term of protection is generally between 5 and 15 years (including renewa).

3 Copyright protects the expression of an idea, not the idea itself. This means that, in principle, protection is
extended only to the form in which an idea is expressed (e.g. the particular writing of instructions in a computer
program), and not to the concepts, methods and ideas expressed.

* The “domain names” used in cyberspace do not constitute trademarks per se, but may be used as signs for
commercializing or promoting goods and services. See on this subject the work done by WIPO at
WWW.Wipo.int.
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Patents. Patents confer the exclusive right to make, use or sell an invention generaly for
aperiod of 20 years (counted from the filing date).® In order to be patentable, an invention
usualy needs to meet the requirements of novelty, inventive step (or non-obviousness)
and industria applicability (or usefulness). Patents may be granted for processes and
products. Patent-like protection is conferred for functiona models and other "minor"
innovations under the heading of utility models (see definition below).

Layout designs of integrated circuits. The protection of the layout (or topography) of
integrated circuits is a sui generis form of protection that alows the owner of the design
to prevent the unauthorized reproduction and digtribution of such designs. Reverse
engineering® is generdly alowed. The duration of protection is shorter than under
copyright (typically 10 years).

Undisclosed information. Trade secrets protection covers confidential information of
commercial value, including business information and know-how. Trade secrets are
generally protected under the discipline of unfair competition.” No exclusive rights are
granted. Trade secrets are protected as long as the information has commercia vaue and
is kept secret. This category adso includes data submitted for registration of
pharmaceutical and agrochemical products. They must be protected (under to the
TRIPS Agreement) against disclosure and unfair commercial use. In some countries, the
data cannot be relied on by national authorities with regard to approving subsequent
requests for market authorization for certain periods (5 to 10 years).

Breeders rights. Thisisasui generis form of protection conferred on plant varieties that
are new, stable, uniform and distinguishable. Exclusive rights, in principle, include the
sale and distribution of the propagating materials. Breeders’ rights generally permit use by
other breeders of a protected variety as a basis for the development of a new variety (the
"breeder’s exception") and the re-use by farmers of seeds obtained from their own
harvests (the "farmer's privilege").

Utility models. This category protects the functional aspect® of models and designs,
generaly in the mechanica field. Although novelty and inventiveness are generdly
required, the criteria for conferring protection are less grict than for patents. The term of
protection aso is shorter (typically up to 10 years).

> In the United States and Europe, for example, the term of protection may be extended for an additional
period in order to compensate the title-holder for the period required for the marketing approval of certain
E)roducts (e.g. pharmaceuticals).

"Reverse engineering” is a method of evaluating a product in order to understand its functiona aspects and
underlyingideas. Thistechnique may be used to develop asimilar product.
" See definition below.
8 This feature distinguishes utility models, which are concerned with the way in which a particular configuration
of an article works, from industrial designs, which are concerned only with the aesthetic nature of an article.

10
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» Databases. Although databases are protected under general copyright rules, same
countries have adopted a sui generis regime to protect them (even if they are not
origind), including the right to prevent extraction of data

» Unfair competition. The discipline of unfair competition, which has generally been
regarded as coming under industrial property, provides a remedy against acts of
competition contrary to honest business practices, such as confusing or miseading the
customer and discrediting the competitor. An act of “unfair competition” may be
defined as “any act that a competitor or another market participant undertakes with the
intention of directly exploiting another person’s industrial or commercia achievement
for his own business purposes without substantially departing from the original
achievement” (WIPO, 1994, p. 55). In some cases, the discipline of unfair competition
supplements the protection of trademarks® and patents.

» Community rights to traditional knowledge. Some countries have developed or are in
the course of developing sui generis regimes for the protection d traditional knowledge
on the basis of collective rights, including, for instance, the rights to participate in the
benefits arising from the commercia exploitation of their knowledge.

The TRIPS Agreement contains minimum standards for all the categories described
above, except for expressions of folklore, utility models, breeders rights™® and community
rights. The area of unfair competition is dealt with only in relation to undisclosed information.

° In common-law countries, the doctrine of “passing off” (i.e. misrepresenting one's business goods or

services as another’s, to the latter’s injury, generally by using the same trade mark without permission) may
also be applied.

9 However, under the TRIPS Agreement, Members are obliged to protect plant varieties by means of patents
or an effective sui generis regime, or acombination of both (Article 27.3 b).

11
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IMPORTANT I SSUES FOR GOVERNMENT OFFICIALS FOR THE
PREPARATION OF NEGOTIATING STRATEGIES

In preparing negotiations for accession to the WTO, and for future reviews of the

TRIPS Agreement, government officials should be able to assess the importance of IPRs to
different sectors of the national economy and consumers. To undertake such an assessment
the following questions, among others, may be addressed:

1. What is the relevance of 1PRs for the national economy and external
trade?

| mplications by sector

IPRs apply to a broad range of activities. The importance of various types of IPRs
varies considerably according to the types of industries involved, their R&D intensity and
the rate and nature of their innovative activities. Table 1 summarizes the subject matter of
various categories of IPRs and indicates the main sectors and activities that are affected by
their availability and enforcement.

Table 1. Subject matter and main fields of application of IPRs

Type of IPRs

Subject matter

Main fields

Patents New, non-obvious, Chemicals, drugs, plastics, engines,
indigenous applicable turbines, electronics,
inventions Industrial, control and scientific
equipment
Trademarks Signsor symbolsto All industries
identify goods and services
Copyright and related rights Original works of Printing, entertainment (audio, video

authorship; artistic
performances, broadcasting
and phonograms
production

motion pictures) software, broadcasting

Integrated circuits

Original layout designs

Microelectronics industry

Breeder’ s rights New, stable, homogeneous, Agriculture and food industry
distinguishable varieties
Trade secrets Secret business information All industries

Industria designs

Ornamental designs

Clothing, automobiles, electronics, etc.

Geographicd indications

Utility models

Geographical origin of
goods and services
Functional modelg/designs

Wines, spirits, cheese and other food
products

Mechanica industry

13
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Table 1suggests that, in terms of industrial and technologica policies, the relevance of
IPRs for a particular country is dependent on the type of goods and services that it produces
and trades, and on the characteristics of its national innovation system In assessing the
economic impact of different forms of IPRs consideration should be given to the benefits that
producers and traders may derive from them, as well as to their impact on competition and
consumer welfare. National policies should strike a balance between the benefits that accrue to
right-holders and the costs associated with protection, notably when IPRs are mostly in the
hands of companies that do not praduce locally.

Important issues for consideration by government officials include the likely impact
of an expanded and strengthened regime of 1PRs on:

Investment;

local innovation;

transfer of technology;

conservation and use of biodiversity;
foreign trade;

public health.

VVVYVYVYVY

Investment

The impact of IPRs on investment, particularly foreign direct investment (FDI), has
been extensively addressed by the literature (Correa, 1995; Maskus, 2000), but no
conclusive evidence is available. While some have argued that stronger IPRs will foster
FDI, it seems clear that the impact of changes in IPRs on investment flows will be
dependent on a number of factors (such as market size, growth prospects, resource
endowment and political conditions) which, in many cases, have a magor impact on
investment decisions.

Moreover, to the extent that all WTO Member countries are bound by the TRIPS
Agreement, the differences among various nationa IPRs systems will be considerably
reduced and the existence of IPRs protection is not likely to congtitute a country-specific
advantage. Consequently, the possible impact of IPRs on the flow of investments should be

assessed in the light of local economic and political conditions, with particular regard to
industrial structure and the areas where the availability or reinforcement of 1PRs may have
a positive or negative effect. The adoption of higher standards of IPRs may not create

incentives for investment if other factors are not present. In some situations, the expansion
or reinforcement of IPRs may lead to de-investment or reduced prospects of investment in

industrial capabilities.

Stronger protection may allow title-holders to safely supply local markets through
imports, without the need to undertale local production. Under secure IPRs technology
owners may prefer to promote the diffusion of their innovations through trade rather than

through the transfer of technology or the establishment of subsidiariesin aforeign country. In

14
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fact, it was the expanson of trade that ultimately explained the reform of the intellectua
property system sought by developed countries through the TRIPS Agreement.**

Changes in investment flows may aso alter in some casesthe industria structure in the
country, for instance by increasing the levels of concentration. This may in turn lead to a
reduction in competition.

Investment: Policy issues

Will the introduction/strengthening of 1PRs stimulate new FDI? If so, in which sectors?

What kind of investment can be expected? (acquisition of existing firms/establishment of
new industrial plants/development of distribution systems).

Will expected FDI generate new industria capacity? If so, what will be the impact on
imports/exports and royalty and profit remittances?

Will strengthened IPRs encourage new local investment?

How will IPRs affect the industrial structure of the country (changes in the relative
importance of different sectors)?

Will 1PRs increase or reduce competition within particular sectors?

L ocal innovation

The extent to which higher standards of IPRs will promote local innovation will be
dependent, inter alia, on the characteristics of each country's “nationa innovation
Wgerr]”.lz

IPRs systems have been very weakly linked to the innovative process taking place in
developing countries, characterized by the adaptation of existing technologies and their
improvement through “minor” innovations. Thus, as reflected by world patent statistcs,
developing countries originate only a minor part of al patent applications. The patent system
is related, by definition, to technological developments which are novel and result from an
"Inventive activity". The disciplines relating to "undisclosed information” and utility models
may, in contrast, be of grester relevance for the protection of innovations developed on the
shop floor and in engineering departments.

15ee the United States' position in GATT, in Patent & Licensing, Vol. 17, No. 6, December. 1987, p. 11.
12 On the concept of “national innovation system” see Lundvall (1992).

15
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The mismatch between the type of incrementa innovations and the main modalities of
the IPRs system may be addressed through the adoption of other forms of protection. For
instance, innovations developed by local/indigenous communities may be subject to sui
generis regimes. The TRIPS Agreement would not be applicable in this case, since it only
contains obligations in relation to the categories of IPRs specifically addressed therein (see
below).

In the area of agriculture, an important policy issue is the extent to which the
protection of plant varieties (as required by the TRIPS Agreement) may hinder or foster loca
innovation. While some countries have opted to follow the model of the International Union
for the Protection of New Varieties of Plants (UPOV), new approaches may also be developed
in the form of sui generissystems.

Although some evidence exists about R& D conducted by foreign firms in developing
countries, this phenomenon is very limited and explained by very specific reasons. It is
unlikely that an increase in the levels of IPRs protection in conformity with the TRIPS
standards will encourage foreign firmsto expand their R& D activities in devel oping countries,
unless other conditions (availability of highly qualified personnel, good and inexpensive
research infrastructure, etc.) are met. Moreover, as noted above, axce most countries have
adopted the TRIPS standards, 1PRs will play a less significant role as a differential factor in
relation to investment decisions by foreign firms.

L ocal innovation: policy issues

Will changes in IPRs encourage the expansion or establishment of new loca R&D
capabilities?

What forms of IPRs protection would be the best suited to foster domestic innovation?
Should new forms of protection be introduced?

Will changes in IPRs stimulate the localization of R&D activities by foreign companies in
the country?

Transfer of technology

Technology transfer has been, and will continue to be, one of the main mechanisms

through which developing countries may advance in their industrialization processes. The
evidence about the implications of the levels of IPRs for transfer of technology is as limited
and eusve asin the case of FDI.

It isarguable that adequate |PRs protection is a pre condition for innovators to license
their technology. It is unclear, however, whether the introduction of such protection would

16
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increase the flows of technology under contractua arrangements, since IPRs holders may
prefer the direct exploitation of the intangibles through exports or foreign subsidiaries.

Arguments about the relevance of adequate intellectual property protection in
connection with transfer of technology are particularly strong where high, easily imitated
technology is a stake, as in the case of biotechnology and computer software. It is aso
possible to argue that in cases where "tacit”, non-codified, knowledge is essentia for putting a
technology into operation, the transfer is more likely to take place if it is bundled with the
authorization to use patents and other IPRs. If protection of such rights and of trade secretsin
the potential importing country isweak, innovative firms are unlikely to enter into transfer of
technology contracts.

Changes in intellectual property legidation may also affect the bargaining position of
potential contracting parties and can make access to technology more problematic. Stronger
IPRs may, in particular, imply higher costs in terms of royalties and other payments, which
may in turn reduce the resources available for loca R&D and make it more difficult for
recipient firms to compete in the international market.

Often, licensing agreements include a number of restrictive conditions, such as grant-
back provisions and tying clauses. The adoption (or reinforcement) of appropriate measures to
control abusive practices in licensng agreements in line with Part 11, Section 8, of the TRIPs
Agreement ("Control of anti-competitive practices in contractual licences') is another
importart policy issue for consideration.

Transfer of technoloqgy: Policy issues

Will the strengthening of IPRs encourage the transfer of foreign technology?

To what extent will stronger IPRs affect the bargaining position of IPRsholders and
potential technology recipients? How will they influence the level of royalty payments?

How can possible abuses by IPRsholders in licensing agreements be controlled?

Conservation and use of biodiversity

Developing countries are rich in genetic resources. they possess most of the
biodiversity available in the world and are the source of materials of great value for agriculture
and industry (e.g. medicina plants). Traditional farmers, for instance, have improved plant
varietiesand preserved biodiversity for centuries. They have provided gene pools crucia for
major food crops and other plants. Traditional medicine serves the health needs of a vast
majority of people in developing countries, where access to “modern” heath-care services
and medicine is limited by economic and cultural factors. It also plays an important role in

17
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developed countries. According to one estimate, the world market for herbal medicines has
reached USS$ 43 billion, with annual growth rates of between 5 and 15 per cent (WHO,
2000, p. vi).

An important policy issue is the extent to which patents should be recognized for
inventions consisting of or based on biological materials. As mentioned below, the TRIPS
Agreement obliges Member countries to protect micro-organisms but alows for certain
exceptions in this field, particularly for plants and animas (Article 27.3.b). Some
developing countries may worry that excluding substances found in nature from
patentability could hinder investment in some local activities, including activities that
might lead to patents on products derived from traditional knowledge or specific local skills
or know-how. The extent of any such disincentives, however, would depend on local
industrial capabilities and on the existence of laws providing dternative forms of
protection, including utility-model laws or sui generis protection for traditional knowledge.

Countries with few local research capabilities and countries prioritizing medicine
affordability and access may prefer, however, to seek limitations to the patentability of
substances existing in nature that may be used as medicines. Countries which deem
patentability of such substances to be as contrary to basic cultural and ethical values™ may
similarly seek to limit biological materials patentability.

A major concern in many devel oping countries has been how to ensure the sharing of
the benefits obtained from the commercia exploitation of biological materias and associated
knowledge, as provided for by the Convention on Biological Diversity (Article 15).

The misappropriation by foreign companies and researchers, notably under patents, of
genetic resources found in developing countries (as illustrated by the cases of patents granted
on ayahuasca, the neem tree, kava, barbasco, endod, quinoa and turmeric, among others)
rases another important policy issue. Some Governments and NonGovernmental
Organizations have counteracted this form of “bio-piracy” by chalenging (in some cases
successfully) the validity of such patents or by promoting the publication of traditional
knowledge in order to pre-empt its patentability. The compulsory disclosure of the origin of
biologica materialsin any IPRs application has aso been proposed.

The development of a possible sui generis regime for the protection of traditional
knowledge, including farmers varieties, is an important policy issue in many countries.
However, despite numerous proposals, little progress has been made so far in this matter at the
nationa and international levels.

Finally, consideration should be given to the possible impact of the adoption of patents
and plant breeders rights on biodiversity. Severa studies have suggested that such regimes

13 See, for example, the proposal for review of Article 27.3 b of the TRIPS Agreement submitted by Kenyaon
behdf of the African countries (WT/GC/W/302, 6 August, 1999).

18
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may reduce biodiversity, particularly through the replacement of farmers varieties by
commercial, uniform varieties.

Conservation and use of biodiversity: Policy issues

In view of the availability of biological resources and the local infrastructure for R&D,
what kind of protection should be granted to biotechnological inventions? Should patent
laws provide for a broad or a narrow protection of biotechnological inventions?

What measures should be adopted in order to ensure disclosure of the origin of materials
and benefit-sharing in the case of commercial exploitation?

How can the misappropriation of local genetic resources/biological materials be prevented?
Is there a need to develop a regime of protection for traditional knowledge?
What may be the impact of IPRs on biodiversity? In particular, will the adoption of 1PRs

regarding plants promote the replacement of farmers varieties by commercia, uniform
varieties, thus leading to areduction in plant biodiversity?

Foreign trade

It is not easy to determine the impact of different types of IPRs on trade flows.
However, available evidence indicates that strengthened patent rights in foreign markets
have had a significant market expansion effect for firms in countries for members of the
Organisation Economic Co-operation and Development (OECD), leading to an increase in
their exports to countries where the levels of protection were enhanced. Strengthened patent
laws in particular have led to a considerable increase in imports in developing countries,
especialy in the areas of equipment, machinery and food products (in the case of large
developing countries) (Maskus, 2000, p. 116).

More generally, the availability and enforceability of IPRs in many cases facilitate
the supply of markets by foreign title-holders through exports, thus leading to a
deterioration of the balance of trade in the country of importation. This is notably the case
when market liberalization and tariff reduction have taken place. The impact of enhanced
levels of IPRs on trade should therefore be carefully examined, taking into acount the

possible effects on local producers and consumers.

Since IPRs are essentially territorial in nature, increasing the domestic levels of
protection does not necessarily improve export opportunities for local firms, except in cases
where the latter require the importation of inputs (e.g. seeds) for which IPRs protection is a

relevant consideration.
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Foreign trade: Policy issues

Will the strengthening of 1PRs lead to an increase in imports? If so, what will be the impact
on loca producers and consumers?

Will the strengthening of 1PRs promote exports? If so, in which sectors?

Public health™*

Although patents are not the sole factor determining the extent of access to
medicines”® they are an important eement in any public hedlth policy,'® particularly in
relation to the poor's access to medicines. Patent protection, by its very nature, is likely to
lead to prices for drugs higher than those that would have prevailed if generic competition
had been allowed.

While recognizing patent protection for pharmaceuticals, countries may adopt
measures to enhance or accelerate competition, such as the “Bolar” exception (which
allows generic producers to initiate procedures for the approval of a pharmaceutical product
before the expiration of the relevant patent) and compulsory licences based on, inter alia,
public hedlth interests or health emergencies.

Another important policy area is the determination of the standards for patentability
of pharmaceutical products and processes. Often patents on minor modifications or new
versions of existing products'® are granted, thus extending the term of protection beyond
the origina patent term. Attention should aso be paid to the patentability of “new uses’ of
known medicines, accepted in some jurisdictions under afiction of novelty.

Finaly, it is generally recognized that the extension of patent protection for
pharmaceuticals does not automatically lead to greater investment by major pharmaceutical
firms in drugs needed to address the diseases of the poor, such as tuberculosis and malaria
The effects of extending patent protection should aso be evaluated.

14 See Annex 2, The Ministerial Declaration on TRIPS and Public Health adopted at the 4th WTO Ministerial
Conference at Doha, and Annex 8 for atraining presentation on TRIPS and health issues.
> The lack or the weakness of health care infrastructure to conduct testing, store and distribute medications,
as well as to monitor patient compliance with treatments, is among the factors that may influence access to
and use of medicines, particularly in the case of HIV/AIDS medication. See 1P, (2000, p. 51).
16 See Correa (2000b).
171t should be noted that the majority of the WHO-listed “essential drugs’ are off patent, since expensive
drugs are not included in the list. However, many drugs needed to fight diseases prevalent in developing
countries (such as HIV/AIDS infection) are patented.

For example, polymorphs, isomers, combinations and formulations.
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Public health: Policy issues

What is the likely impact of the introduction/strengthening of patents on the pricing of
drugs and access to them? How will this affect the implementation of public heath
policies?

How will the introduction/strengthening of patents affect the local pharmaceutical industry?

What measures can be adopted in order to promote generic competition?

Will newer essential drugs be more expensive than they would have been if not under
patent? Is the introduction of generic drugs being Sowed down?

Are more drugs for neglected diseases being developed?'®

2. What share of GDP isinvolved?

Given the pervasiveness of IPRs, it is difficult to determine their impact in terms of
Gross Domestic Product (GDP). Several methodologies have been developed in order to
estimate the "economic value" of different types of IPRs for individual companies, as well
as to estimate the importance of IPRs in terms of GDP. These methodologies have been
mainly used for copyrights and neighbouring rights. The value added by the production and
commercialization of copyright is easier to calculate than in the case of other IPRs, since
the author's work constitutes the basis of some industries, without which they would not
exist. Also, some studies have been carried out on the contribution of patents and
trademarks to Gross National Product (GNP).%°

A study of the contribution of copyright to GNP was first undertaken in the United
States at the end of the 1950s. According to this study, the industries based on copyright
accounted for a 2 per cent share of GNP. About 20 years later a new study indicated a 2.8
per cent share. In quantitative terms, the industries involved, taken together, were second
only to medical and health services, but ahead of agriculture, the automobile industry and
the electrical equipment industry. In another study, in 1982, the percentage of GNP
attributable to the copyright-based industries amounted to 4.6 per cent. The value added of
the industries involved in the use of copyright represented 6.6 per cent of GNP in Sweden
in 1982. In the same year the figure was 2.4% in the Netherlands, greater than that
attributable to the chemical industry, the hotel industry or marine transport and the steel
industry combined. Those same industries accounted for 2.6 per cent of GNP in the United

19 See WHO (2001, p. 5).
20 5ee Raymond (1996), Silberston (1987) and Higgins and James (1996).
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Kingdom, greater than the share of the automobile industry and the food industry, and they
employed 500,000 workers. In 1985, in Finland, the figure was 3.98 per cent, representing
3.36 per cent of the working population (Cohen Jehoram, 1989).

The assessment of the current impact of IPRs in terms of GNP may be an important
indicator for public action on the matter, including the design of IPRs legidation and
participation in international negotiations. Such studies, however, provide only a static
picture, and do not capture the dynamic effects of changes in IPRs protection in various
sectors.

3. Whait is the existing domestic framework on | PRS?

As mentioned, the TRIPS Agreement, contains minimum standards for different
areas of IPRs. Existing national legidation must be examined against such standards in
order to determine the need for legisative reform. It should be stressed, however, that the
Agreement constitutes neither a uniform law nor an exhaustive codification of 1PRs law. It
has not addressed all possible issues to be dealt with under intellectua property laws, but
only a number of issues on which it was possible to reach consensus. This means that the
Agreement left a wide number of issues without any international standard. In addition to
these deliberate "gaps', there are many ambiguities in the text that were the result of
difficult compromises made during the negotiations.

Assessments of national 1PRs laws should be undertaken in order to consider their
consistency with the standards of the TRIPS Agreement. Unlike earlier conventions on
intellectual property rights, the TRIPS Agreement is concerned with both the availability of
rights and their effective enforcement via administrative and judicial mechanisms. Such
assessments should include the following items:

SUBSTANTIVE STANDARDS

Copyright and neighbouring rights;
Patents,
Trademarks;
Industrial designs;
Utility models;
Geographical indications;
Semiconductors product designs (chip topography);
Plant breeders’ rights,
Confidential information:
- Trade secrets;
- Data submitted for approval of pharmaceuticals and agrochemicals.
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ACQUISITION OF RIGHTS

Responsible administrative bodies;
Proceduresfor registration;
Procedures for assignment of rights and compulsory licences.

ENFORCEMENT

Civil and criminal remedies,

Access to the procedures and payment of fees;
Length and cost of proceedings before courts;
Border enforcement.

RELATIONSHIP WITH OTHER LAWS
Competition policy;

Certification of seeds;
Registration of pharmaceutical and agrochemica products.

4. Arethereregional or bilateral commitments on | PRs?

A large number of international conventions on IPRs were adopted before the
adoption of the TRIPS Agreement, and two additional conventions have been signed since
its adoption.”* Notwithstanding the number and coverage of international conventions on
IPRs, a growing number of bilateral and regional agreements on trade and investment
contain specific provisions on IPRs. In some cases, they contain "TRIPSplus" provisions,
that is higher standards of protection than those required under the TRIPS Agreement. For
example, several bilatera agreements impose “TRIPSplus’ standards on developing
countries, particularly in the field of plant-related inventions (see table 2).

21 The WIPO Copyright Treaty and the WIPO Performances and Phonograms Treaty (1996).
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Table 2
Selected Bilateral and Regional Agreements
by Which Developed Countries Have Secured “ TRIPS-Plus’ Standards.

Typeof Trade Development IPR
agreement cooper ation,
partnership or
association
* United States- Jordan * EU-Bangladesh * Switzerland
(2000)22 (2001)%8 Viet Nam
* United States-Viet Nam * EU-Morocco (2000)%° | (1999)%
Bilateral (1999)% * EU-Tunisia (1998)* * United States-
» United States-South Africa | * EU-Palestinian Nicaragua
(1999)%* Authority (1997)3 (1998)*
* United States-Cambodia * United States-
(1996)%° Trinidad and
* United States-Mongolia Tobago (1994)>*
(1991)%° * United States-
* United States-China Sri Lanka
(1979)% (1991)*®
* FTAA (under negotiation)*®
* EU-ACP (Cotonou
Agreement, 2000)*’

22 Jordan must implement Articles 1 to 22 of UPOV (1991 Act).

% Viet Nam must implement the provisions of UPOV and “promptly make every effort to accede” (1991
Act). Further, it must provide patent protection for all forms of plants (and animals) that do not fit the UPOV
definition of “variety”, aswell as“plant or animal inventions that could encompass more than one variety”.

24 south Africa shall “ensure adequate and effective protection of intellectual property rights in conformity
with the highest international standards’. Under this agreement, such rights include patents on “biotechnical
inventions’. South Africa must “undertake to improve, where appropriate, the protection provided for under
TRIPS".

%> Cambodia must join UPOV.

26 No exclusion from patentability for plants and animals.

27 China committed itself to providing a level of patent protection to Uited States nationals in China
equivalent to that whichthey would receivein the United States.

28 Bangladesh must endeavour to join UPOV (1991 Act).

29 Morocco must join UPOV (1991 Act) by 2004.

30 Tunisia must join UPOV (1991 Act) by 2002. In addition, it “shall provide suitable and effective protection
of intellectual, industrial and commercial property rights, in line with the highest international standards’.

31 The Palestinian Authority agreed to “grant and ensure adequate and effective protection of intellectual,
industrial and commercial property rights in accordance with the highest international standards’ but the
agreement does not stipulate what those standards are.

32 \iet Nam must join UPOV (1991 Act).

33 Nicaragua was obliged to implement and join UPOV (1978 or 1991 Act).

34 Trinidad and Tobago was obliged to implement and join UPOV (1978 or 1991 Act).

5 No exclusions from patentability for plants and animals.

%8 The United States negotiating position as of 2001 isthat countries may not exclude plants and animals from
their patent laws.
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* United States- Caribbean
Regional countries (Caribbean Basin
& sub- Trade Partnership, 2000) 38
regional * United States- Sub-Saharan
Africa (African Growth and
Opportunity Act, 2000)*

* United States -Mexico
(NAFTA, 1994)%°

* United States-Andean
countries (Andean Trade
Preference Act, 1991) *

Source: GRAIN, "TRIPS-plus' through the back door,Girona, Grain, July 2001.

The implications of the adoption of "TRIPS plus' standards in regional or bilateral
agreements should be carefully assessed. In the area of patents and health, the World Health
Organization (WHO) has recommended that:

“Since the public hedth impacts of TRIPS requirements have yet to be
fully assessed, WHO recommends that developing countries be cautious
about enacting legidation that is more stringent than the TRIPS
requirements’ (WHO, 2001, p. 4).

It should be noted, as discussed below, that by virtue of the most-favored-nation
clause only internationa agreements on IPRs concluded before the entry into force of the
WTO Agreement, and notified to the Council for TRIPS, may provide for differentia
treatment for the members of a bilateral or regional agreement, to the extent that they “do not
congtitute an arbitrary or unjustifiable discrimination against nationals of other Members’
(Article 4.d). Any concession granted in new bilaterd or regiona agreements on IPRs should
be automatically and unconditionally extended to the other Members of the WTO.

37 Without prejudice to their negotiating position in multilateral forums, the 77 African, Caribbean and Pacific
(ACP) countries must provide patent protection for biotechnological inventions.

8 The United States gauges trade benefits to African States on the basis of “the extent to which the country
provides protection of intellectual property rights consistent with or greater than the protection afforded under
the Agreement on Trade-Related Aspects of Intellectual Property Rights’.

39 The US gauges trade benefits to African States on the basis of “the extent to which the country provides
protection of intellectual property rights consistent with or greater than the protection afforded under the
Agreement on Trade-Related A spects of Intellectual Property Rights”.

40" Mexico was obliged to join UPOV (1978 Act).

4! The US gauges trade benefits to Andean countries on the basis of “the extent to which such country
provides under its law adequate and effective means for foreign nationals to secure, exercise, and enforce
exclusive rights in intellectual property, including patent, trademark, and copyright rights” without defining
“adequate” or “effective’.
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5. Building up consensus for | PRs reform

Even though the government officials have to play a pivotal role in negotiating and
drafting domestic laws, building consensus is one of the most important challenges the
government of developing countries face. Without adequate consideration and full attention
to this essentia political process in advance, serious difficulties in carrying out
international negotiation and implementing its results may arise. Policy makers should
consider how best to involve civil society in the assessment of the IPRs reform needed in
the country, and to explore how to address he relevant issues in the WTO/TRIPS
negotiations.

Aninitial step to be taken is to establish a mechanism for soliciting public comment
and then to organize a mechanism by which all the expertise of academia, industry, the
various parties affected by the issues, non-government organizations can be channelled into
policy-making in a effective and transparent manner.

Finally, ways (including use of media) of increasing public awareness of the results
of negotiation and the subsequent legislation should be considered. Improved openness and
accountability will be of great importance to the smooth implementation of new national
and international standards on IPRs.
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IMPORTANT ISSUESFOR THE PRIVATE SECTOR

1. Implications of |PRs for the private sector

The new emerging framework on IPRs is likely to affect the conditions for access to
and use of technology, and therefore the patterns of industrial and technological devel opment
in developing countries. Reverse engineering and other legitimate methods of imitative
innovation will be restricted, thereby making technologica catching-up more difficult than
before. Strengthened IPRs will most probably increase royaty payments required by
technology-holders, if they agree to transfer their technology at all.

Local firms should pay appropriate attention to the IPRs situation of the processes that
they employ as well as of the products that they manufacture, import or distribute. Companies
that operate in areas where IPRs are of particular importance (such as pharmaceuticals,
clothing and audio-visual works) should obtain expert advice to avoid being exposed to
possible legd action. The infringement of 1PRs may lead to lengthy and codtly litigation.

The introduction or strengthening of IPRs resulting from the implementation of the
TRIPS Agreement may have important and varied impacts on different industries. As
mentioned before, there is a sectoral dimension to IPRs: each type (with the exception of
trademarks) affects different sectors of the economy to varying degrees.

» Patents are most relevant to sectors where innovative capabilities exist or can be
established. In countries with low investment in R&D, the patent system generaly allows
for the protection of foreignmade inventions, while few applications originate
domestically. The use of the patent syssem may be promoted by means of awareness
programmes addressed to local researchers and firms, including the dissemination of
patent documents.

» Trademarks have a magor impact across industries (except for producers of
commodities). The acquisition and development of trademarks is extremely important in
certain sectors for vaue creation in both domestic and in international markets. As a result
of the increased levels of protection for trademarks required by the TRIPS Agreement
(arising from the enhanced protection of well-known trademarks and more effective
enforcement measures, including at the border), the barriers to the manufacture and sale
of counterfeit products are greater than they were before the adoption of the Agreement.

» Copyright protection makes it possible to extract economic value from the commercia
exploitation of artistic and literary (including scientific) creations. The economic
importance of "copyright industries’ varies considerably among developing countries. For
example, the film and software industries are particularly strong in India, while Caribbean
countries may benefit from the worldwide acceptance of their musical creations. In many
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developing countries, however, the main value generated by copyrighted works is likely
to be associated with the distribution rather than the creation of such works.

Geographical indications usually apply to wines, spirits and food products, but they may
also identify handicrafts and other industrial articles. Some developing countries have
advocated enhanced protection for such indications in the Council for TRIPS. Many of
those countries fed that their economies may benefit from an expansion of the special
protection conferred on wines and spirits under the TRIPS Agreement (Vivas Eugui,
2000).

Industrial designs are particularly relevant for some consumer-oriented industries, such
as clothing and automobiles. They may be animportant means for increasing the value of
products for domestic consumption and exports.

Utility models are not subject to the rules of the TRIPS Agreement. They can be of
particular importance for developing countries, since they protect "minor" innovations
that predominate in the innovative process of such countries. Few developing countries
have, however, adopted this type of protection.

Undisclosed information/trade secrets may be of importance in many industries,
particularly those where process innovation prevails, such as the chemica industry.

Integrated circuits protection is particularly relevant for the countries that design and
produce integrated circuits. Such protection may, however, affect the importation of a
wide range of industrial articles that incorporate semiconductors.

Plant breeders rights are relevant to the commercia development of seeds. However, in
many countries the production and distribution of commercial seeds play a marginal
role, while the informal seed system (based on the production and exchange of farmers
varieties) is the main channel for the diffusion of improved varieties. More than 80 per
cent of gzrops cultivated in such countries are planted with seeds from the informal seed
system.

2. The economic value of intellectual property for firms*

The use of IPRs generates value to their possessor. The various intangible assets

embodied in intellectual property are of different value according to the sector of activity in
guestion. Moreover, the economic importance of 1PRs varies when it is examined from an

42 |n the case of Ethiopia, for instance, only 2per cent of seed used by small farmers is commercially
supplied; overall accounts for commercial seed 5 per cent of total seeds used. Newly established commercial
systems are seldom expected in developing countries to supply more than 15 per cent of total seed
requirements for specific crops (Srivastava and Jaffee, 1993, p. 7to 8).

3 This section is substantially based on Correa (2000c).
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intrasectoral angle, depending on such factors as: (a) the type of product or service on offer;
(b) the technological level and rate of innovation of the enterprise; (c) marketing strategies,
and (d) the conditions of demand. Within one and the same sector, then, there will be firms
for which certain intangible assets would have a greater (or lesser) value than for other
enterprises in the same sector.

There are many possible ways of evaluating the economic value of intellectual
property for an enterprise. Insofar as it represents an asset, which may even be entered into
the accounts as such, evaluating it is of particular importance, especially in order to assess
the net worth of anenterprise or to carry out certain transactions (for example assignments,
licences, mergers and acquisitions) involving the rights in question.

Price of the final product

A series of studies on the economic vaue of intellectual property has sought to
guantify its importance on the basis of the fina value of the protected products or services,
that is to say the price that the consumer pays in the market place for the product or service.
This provides an estimate, abeit rather rough, of the value of the intangible asset linked to
the product or service in question.

In fact, prices depend on the costs of production, distribution and marketing,
including advertising, and aso on the firm's profit margin. The greater the firm's market
power (depending on the number of other suppliers, product differentiation and the
promotion and advertising undertaken) the greater the cost/benefit ratio is likely to be,
although this does not necessarily reflect a greater value of the intellectual property.
Conversely, an efficient producer who competes on the basis of price may charge a final
price lower than that of his competitors, but this does not necessarily mean a smaller
intellectual property content. In other words, the final price of the product that incorporates
an intellectua property component is a poor indicator of the value of the intellectua
property itself.

If this methodology is used in the case of commercially available products or
services, it will also be necessary to introduce indicators that reflect the differences in the
levels of per capitaincome and in the prices in different countries.

Themarket value approach

This approach is based on an examination of the price at which an intellectua
property right is exchanged within a context where the parties have freedom to contract
(that is, where there is no canpulsion to do so) and have reasonably full information, and
where the price fixed is fair to both parties (that is, the terms obtained do not give one
party an advantage over the other) (Smith and Parr, 1994, pp. 144-5).
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For this method to be applied there should ideally be an "active" market with a
certain number of transactions that can be taken as a basis of reference; information on the
terms of such transactions must be accessible; and the values must be adjusted over a

period of time with, in particular, adjustments made to alow for a lack of comparability
between intellectual property transactions.

In the examination of comparability, the following factors need to be taken into
account:

The sector in question, especialy if the cases used far comparison cover various
sectors;

Different expectations of profitability that can be attributed to the intellectual
property rights, even within one and the same sector;

Market share;

Research and development that may yield a product providing an alternative to
competitors products,

Barriersto entry (e.g. distribution chains);

Expected growth of sales;

The strength and cover of legal protection (e.g. in response to applications for
nullity by third parties);

The expected remaining term of the right that is being evaluated (Smith and Parr,
1994, pp. 171-3).

The cost-based approach

This approach is based on the caculation of what it would cost to construct a
"replica’ of the asset in question. The replacement or reproduction cost is frequently used
in the insurance sector for the purpose of providing indemnification for damage or loss
incurred.

The cost of an intellectual property asset may be calculated on the basis of an
examination of the values corresponding to: (a) the original cost of acquisition; (b) the book
value of the asset (if it has been recorded); and (c) an estimate of the investment that would
be needed in order to obtain a "replica’ of the right in question (in terms of generating net
profits).

The cost of "re-creating” the value of an intellectual property asset may he estimated
by calculating the costs that would need to be incurred under the various appropriate
headings, such as researchers salaries, overheads and advertising. With regard to works
protected by copyright, in genera it will be impossible to "recreate" a particular asset,
given the unique nature of the works protected. In some cases (e.g. computer programs and
architectural plans), however, it might be possible to produce substitutes that are
functionally equivalent to existing assets.
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The cost-based approach may be based on an estimate of the historical cost, in other
words what has been invested in developing an intellectual property asset. In the case of a
computer program or a design, for example, especidly if a forma R&D project existed, it
should be possible to calculate the costs corresponding to staff, inputs, construction of
prototypes, external services, administrative overheads, etc, Such costs must be calculated
at constant prices, taking into account the retail price index in the relevant years or a similar
index.

It has to be borne in mind that in a costbased approach cost is not equivalent to
"value". In fact, the cost tells us little about the profits that may actualy be obtained from
an asset. The cost of developing a new brand (to replace an existing one) may be higher or
lower, depending on many different factors, than the profits it may generate.

That cost, when the enterprise is not just targeting the domestic market, may include
legal investigations, testing with potential consumers and research on language, style and
colour, not to mention the costs of launching and advertising the product.

The cost-based method, although relatively smple to apply, does not take into
account such limitations as possible future trends in the market and profitability, the
possible useful life of the asset to be replaced and the risk involved in the activity in
guestion (Smith and Parr, 1994, p. 204).

Contribution to profits

Another approach to assessing the economic value of intellectual property is based
on the calculation of the contribution made by various forms of intellectual property to a

firm's profits (Smith and Parr, 1994).

Intellectual property rights may be divided into "active" and "passive" rights. The
former are those that generate a price differential (‘premium price’) for the firm, and those
that make it possible to reduce production costs (e.g. inventions of processes) and increase
profits over and above normal profit levels in the industry in question. "Passive" intellectual
property rights are those that do not make a direct contribution to the increase in profits.

One of the generd methods proposed as a means of measuring the contribution that
intellectual property makes to the profits of a firm consists in breaking down its assets into
four elements. first, monetary assets (net working capital); second, tangible assets
(buildings, machinery etc.); third, intangible assets (skills and qualifications of the
workforce, distribution networks, customers, contractual relations etc.); and, fourth,
intellectual property (patents, copyright, trademarks etc.). The method is based on the
calculation of the weighted average cost of capital, defined as the minimum weighted rate
of return that should be generated for each element so as to satisfy the expectations of
investors. The application of this method depends on access to the firm's economic and
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financial data. The economic benefits are assessed free of interest payments, so as to reflect
exclusively the profits gained from the firm's commercial operations.

For the purposes of calculating the economic contribution of each element, in
particular the contribution of intellectual property, arate of return is assigned to each of the
assets mentioned above. That means allocating a value to each kind of asset, taking as a
basis the book (accountancy) value and calculating the "excess' profits defined as the
residual capital flow value obtained over and above that attributable to the normal returnsin
the type of business in question.

Obvioudy, various difficulties arise in the application of this method. Firstly, in
most cases firms market a wide range of products and services that are affected in various
ways by intellectual property rights. Secondly, it is not easy to determine what the profit is
and, therefore, the rate of "normal™ return in any particular industry. Thirdly, it is not easy
to estimate the asset value of the intangible assets and the intellectual property as a basis for
calculating the rate of return.
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IMPORTANT I SSUES FOR PARLIAM ENTARIANS

1. Interpretation of the TRIPS Agreement

Parliaments are facing in many developing and economies in transition countries the
need to introduce massive reforms of existingIPRs laws in order to develop alega framework
in conformity with the TRIPS Agreement. Since very little jurisprudence exists so far in the
WTO on the interpretation of the Agreement, an important first step would be to define the
scope and extent of existing obligations by means of the standard methods of treaty
interpretation.

In interpreting the TRIPS Agreement in the cases brought so far to dispute
settlement in the WTO, the panels and the Appellate Body have extensively relied on
previous GATT and WTO jurisprudence, and applied the customary rules of interpretation
as contained in articles 31 and 32 of the Vienna Convention on the Law of Tregties.

Under Article 31 (1) of that Convention, "a treaty is to be interpreted in good faith
in accordance with the ordinary meaning to be given to the terms of the treaty in their
context and in the light of its object and purpose". The Convention also admits as an
element for interpretation the “subsequent practice” by the parties to a treaty,** as well as
certain "supplementary means of interpretation”. Article 32 provides that "recourse may be
had to supplementary means of interpretation, including the preparatory work of the treaty
and the circumstances of its conclusion, in order to confirm the meaning resulting from the
application of Article 31, or to determine the meaning when the interpretation according to
Article 31: (a) leaves the meaning ambiguous or obscure; or (b) leads to a result which is
manifestly absurd or unreasonable’.*°

A corollary of these rules of interpretation, addressed in several GATT/WTO cases,
4% js the concept of “effective interpretation” (“I”effet utile”), which requires that a treaty be
interpreted to give meaning and effect to al of its terms. Accordingly, whenever more than
one interpretation is possible, preference should be given to the interpretation that will give
full meaning and effects to other provisions of the treaty.

Five cases have been settled so far under the WTO settlement of disputes
mechanism.

4 The Appellate Body ruled in Japan — Alcoholic Beverages that “the essence of subsequent practice in
interpreting a treaty has been recognized as a “concordant, common and consistent” sequence of acts...which
is sufficient to establish a discernible pattern implying the agreement of the parties regarding its
interpretation”.

> The negotiating history may include the history of the Conventions that are specifically referred to by the
TRIPS Agreement, such as the Paris Convention and the Berne Convention, and not only the negotiating
history of the TRIPS Agreement as such.

46 See, for example, WT/DS121/AB/R, para. 88. See also Mengozzi (1999, p. 26).
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In the United States - India and European Union - India cases*’ the complaining
parties argued that India had failed to provide a mechanism for implementing the "mail
box" to be established in accordance with Article 70.8 of the TRIPS Agreement. India was
found to have failed to comply with its obligations under that article, since there was no lega
basis — procedurally or substantively - for the grant of exclusive marketing rights when a
product which was the subject of a patent application under article 70.8 became éligible for
protection under Article 70.9 of the TRIPS Agreement. 48

In the United States - Canada case®®, the United States challenged Section 45 of
Canada’s Patents Act. It claimed that the patent protection term of 17 years (counted from
the date of grant) accorded to patent applications filed before 1 October 1989 often ended
before 20 years from the date of filing. The United States argued that pursuant to Articles
33 and 70.2 of the TRIPS Agreement, Canada was obligated to make available a term of
protection that did not end before 20 years from the date of filing to all inventions which
enjoyed patent protection on 1 January 1996, including those protected by the old Patents
Act. Inventions enjoying protection under that Act were covered by article 70.2 of the
TRIPS Agreement (protection of “subject netter” existing on the date of application of the
TRIPS Agreement). The United States prevailed; the Canadian law having been found
inconsistent with the Agreement.

The European Union - Canada case® addressed the TRIPS consistency of Section
55(2)(1) and (2) of the Canadian Patents Act, as revised in 1993, regarding the "early
working", "regulatory review" or "Bolar" exception. This exception permits the use of a
patented invention, without the consent of the patent-holder, for testing required for the
submission of data to obtain marketing approval for pharmaceutical products. The request
for a panel was submitted in November 1998 by the EU and its member States. In March
2000, the panel concluded that Canada was not in violation of the TRIPS Agreement.
However, Canada was found to be acting inconsistently with that Agreement in terms of its
practice of manufacturing and stockpiling pharmaceutical products during the six months
immediately prior to he expiry of the 20year patent term. The panel report was not
appealed.

*" See WT/DS50 and WT/DST9/R.

8 In order to comply with Article 70.9 of the Agreement, the President of India, on 31 December 1994,
promulgated an Ordinance (the Patents (Amendment) Ordinance 1994) so as to provide a means for the filing
and handling of patent applications for pharmaceutical and agricultural chemical products, and for the
granting of the exclusive marketing rights. The Ordinance was issued on the basis of the President of India's
constitutional powers to legislate when the Parliament is not sitting, but lacking the latter's confirmation, it
lapsed on 26 March 1995. The “exclusive marketing rights’ were later implemented by the Patents
(Amendment) Act, 1999.

49 See WT/DSL70/R.

% See WT/DS114/R.
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Lastly, upon a complaint by the European Union, a panel found that section 110(5)(b)
of United States copyright law - relating to the enjoyment of certain works by customers in
business premises, was inconsistent with article 13 of the TRIPS Agreement.>?

2. Obligations for Member States contained in the TRIPS Agreement to be
consdered in the national legidation

Coverage

The TRIPS Agreement is, by its coverage, the most comprehensive internationa
instrument on IPRs, dealing with all types of IPRs: copyright and related rights, trademarks,
geographical indications, industrial designs, patents, integrated circuits and undisclosed
information. The only areas not covered are "breeders rights' (only incidentally referred to)
and utility models (or "petty patents’).>?

Minimum standards

The Agreement provides for minimum standards of protection of IPRs. WTO
Members cannat, in the specific areas and issues covered by the Agreement, confer a lower
protection level of than that established therein. At the same time, Members are protected
againg demands by other Members to confer a higher level of protection: no Member can be
obliged to provide "more extensive" protection than established in the Agreement (article 1.1).

The Agreement sets forth substantive standards relating to the availability of rights, as
well as procedurd rules relating to the enfor cement of such rights. This means that the TRIPS
Agreement not only stipulates, for instance, the (minimum) exclusive rights that a patent or
trademark owner must enjoy, but also specifies the administrative and judicial procedures that
should be available to him/her in order to effectively use the conferred rights vis-a-vis third

parties.

The incorporation of enforcement rules is a mgjor difference with respect to previous
conventions, which only or mainly dealt with substantive standards.

Relationship with other 1PRs conventions

Severd international conventions on various categories of intellectual property rights
had been negotiated and adopted before the TRIPS Agreement. The negotiation of the TRIPS
Agreement took into consideration and supplemented, with additional obligations, some of
those conventions, namely the Paris Convention for the Protection of Industria Property
(1967), the Berne Convention for the Protection of Literary and Artistic Works (1971), the

>1 See WT/DS160/R.
%2 |n addition, the Agreement does not cover the protection of encrypted programcarrying satellite signals,
which is explicitly dealt with in Article 1707 of the North American Free Trade Agreement (NAFTA).
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International Convention for the Protection of Performers, Producers of Phonograms and
Broadcasting Organizations (the Rome Convention) (1961) and the Washington Treaty on
Intellectual Property in respect of Integrated Circuits (1989).

The obligations set forth in those four conventions become binding (with some
exceptions) for al Members, even those that have not ratified them, except in the case of the
Rome Convention, which only continues to be binding on States that have joined it. Moreover,
Members are bound by the provisons of the Washington Treaty, as amended by the
Agreement, although that treaty never entered into force.

As a result, the TRIPS Agreement is not to be viewed as a completely new and
separate convention, but rather as an integrative instrument which provides "convention-plus’
protection to IPRs.>®

| mplementation

The "method of implementing” the TRIPS Agreement's provisons can be fredy
determined by its Members within its "own legal system and practice” (Article 1.1). There are
considerable differences between nationa lega systems, particularly between those based on
Anglo-American law and those that follow the approach of continental European law. These
differences are noticegble, for instance, in the field of copyright and neighbouring rights,
trademarks and trade secrets protection.

The Agreement does not congtitute a uniform law. It leaves considerable freedom in
many areas to legidate a the nationa level. Although the Agreement will contribute to
harmonizing, to a considerable extent, the substantive rules (and some procedura ones) on
IPRs in accordance with standards essentially comparable to those prevailing in the most
advanced countries, these varying degrees of legidative freedom remain at the nationa level
to adapt IPRs laws to nationa conditions and objectives, as discussed below.

Objectives and principles

The man sated god of the Agreement is "to reduce distortions and impediments to
international trade, taking into account the need to promote effective and adequate protection
of intellectual property rights, and to ensure that measures and procedures to enforce
intellectual property rights do not themselves become a barrier to legitimate trade" (Preamble).

Although it is recognized that intellectua property rights are "private rights', the
underlying public policy objectives of national systems for the protection of intellectua
property, including "developmental and technologica objectives’, are aso recognized
(Preamble). More specificaly, Articles 7 and 8 provide a framework for the interpretation and
implementation of the Agreement.

%3 There are some cases, however, where "convention-minus’ protection is granted by the Agreement, such in the
case of moral rights provided for by the Berne Convention (Correa, 1994).
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Article 7 dates that "the protection and enforcement of intellectual property rights
should contribute to the promotion of technological innovation and to the transfer and
dissemination of technology, to the mutua advantage of producers and users of technologica
knowledge and in a manner conductive to socia and economic welfare, and to the balance of
rights and obligations’.

The concepts of "mutual advantage”, "socia and economic welfare” and "balance of
rights and obligations’ mean that the recognition and enforcement of ntellectua property
rights are subject to higher socia values and, in particular, that a balance needs to be found
between the exclusive rights conferred on innovators and the interest of society in the
diffusion of and further innovation in existing technology.

Article 8 is an important provision for framing nationa legidation that responds to
particular public interests and for preventing or remedy abuses of intellectual property rights.

Article 8.1 states that "members may, in formulating or amending their national 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"”.

In addition, "appropriate measures’, provided that they are consistent with the
provisons of the Agreement, may be applied "to prevent the abuse of intellectua property
rights by right holders or the resort to practices which unreasonably restrain trade or adversaly
affect the internationd transfer of technology” (Article 8.2).

Industrialized countries have extensively applied antitrust laws in order to balance the
public and private interests involved in the use of IPRs. The implementation of the TRIPS
Agreement in devel oping countries may require the adoption or revision of competition law so
as to ensure the control of anti-competitive practices relating to the use of IPRs.

National treatment

Each Member is required to accord to the nationals of other Members treatment no less
favourable than that which it accords to its own nationals, subject to the exceptions already
provided in the international conventions referred to above (the Paris, Berne and Rome

Conventions and the Washington Tregty).

M ost favour ed nation

If the protection conferred on the nationals of a Member is more favourable than that
granted to the nationals of other Members, such protection has to be immediately and
unconditionally extended to the nationals of the latter Members by virtue of the "most-
favoured-nation” (MFN) clause (Article 4).
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One of the permitted exceptions to the MFN clause relates to international agreements
concluded before the entry into force of the WTO Agreement, and notified to the Council for
TRIPS, provided that they “do not congtitute an arbitrary or unjustifiable discrimination
againgt nationals of other Members’ (Article 4.d). Any new regional or subregional agreement
on IPRswould be subject to the MFN clause.

Exhaustion of rights

Article 6 of the Agreement permits any Member to admit paralel imports®*
irrespective of the type of applicable IPRs. The concept behind this article is that the title-
holder “exhausts’ hisher rights after the sale of a protected product® whereby he/she
obtained remuneration for the IPRs content of the sold product.

The application of this principle may make it possible to acquire legitimate goods in a
foreign country at prices lower than those charged domestically for the same goods, thus
benefiting users and consumers.

Equality of treatment

Unlike other components of the Uruguay Round Final Act, the TRIPS Agreement does
not provide for specia and differentia treatment in favour of developing and least developed
countries. The specia needs of the latter group of countries have been taken into account only
in relation to measures to promote the transfer of technology (Article 66.2), technica
assistance and trangitional periods (Article 65).

Transfer of technology and technical assistance

Under Article 66.2, developed Member countries are obliged to provide incentives
under their legidation to enterprises and ingtitutions in their territories for the purpose of
promoting and encouraging the transfer of technology to LDCs “in order to enable them to
create a sound and viable technologica base”.

At its meeting in September 1998, the Council for TRIPS agreed to put on the agenda

the question of the review of the implementation of Article 66.2 and to circulate a question on
the matter in an informa document of the Council.

Provision of technical and financial cooperation for developing and |east-devel oped
countries is mentioned in Article 67 of the Agreement, but no specific obligations or operative

>4 "Parallel imports" occur when a protected product is imported into a country without the authorization of the
title-holder or his licensees, provided that the product was put on the market in other country in a legitimate
manner.

> On the application to this principle in cases of copyrightable works (such as computer programs and
cinematographic works) subject to rental rights (Article 11 of the TRIPS Agreement), see Abbott (1998, p.
626).
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mechanisms are provided for. It will be provided on request and on “mutually agreed terms
and conditions’.

This cooperation would include assistance in the preparation of laws and regulations
on the protection of IPRs as well as on the prevention of their abuse, and the establishment or
reinforcement of domestic offices, including the training of personnel. The Council for TRIPS
has on many occasions reviewed information on assistance provided to developing and least
developed countries, including that provided by intergovernmental organizations.

Transitional arrangements

All WTO Members were alowed one year after the date of entry into force of the
WTO Agreement (1 January 1995) to implement the obligations relating to intellectual
property protection (Article 65.1). Developing countries and countries in transition were
allowed an additional period of four years, except for obligations concerning nationa and
MFN treatment, which will become applicable after the expiry of the one-year period (Article
65.2).

The least developed countries are permitted, in view of their specia needs and
requirements, and of "their economic, financial and administrative constraints, and their need
for flexibility to create a viable technological base" (Article 66.1), up to 10 years from the
genera date of gpplication (i.e. 1 January 1996). This term may be extended by the Council
for TRIPS *upon duly motivated request”.

In addition to the genera transitiond period referred to above, a further period of five
yearsis contemplated for developing countries which are required to introduce product patent
protection in areas of technology not so protected in their territory on the general date of
application of the Agreement for that country (Article 65.4). This provision is of particular
importance in the area of pharmaceutical products, which was excluded from patent protection
in more than 50 countries at the beginning of the Uruguay Round.

The application of these trangitiona periods does not require any specific declaration
or reservation by the country concerned: they are automatically applicable. It would be
extremely important for acceding countries to take these transitional periods into account
during negotiations on accession, in order to receive treatment equivalent to that accorded to
other developing countries. It should be noted, however, that some developing countries that

acceded to the WTO after the conclusion of the Uruguay Round (such as Ecuador and Jordan)
were under strong pressure from developed countries Members, and were finaly unable, to

secure trangitional periods for the implementation of their obligations under the Agreement.
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Dispute settlement

Unlike under previous international conventions on IPRS, under the TRIPS Agreement

non-compliance with the obligations stipulated in the Agreement may lead to action, including
trade sanctions, by other Member States (but not by affected private parties).

However, if a WTO Member does not observe certain minimum standards, no other
Member can unilateraly apply trade sanctions against it. Any complaint should be brought to
and settled according to the multilateral procedures established by the Dispute Settlement
Understanding (DSU).

At the same time, the adoption of the TRIPS Agreemetn means that any dispute
relating to compliance with the Agreement's minimum standards should be solved under those
multilateral procedures. The adoption by another Member of unilateral trade sanctions would
be incompatible with the multilateral rules.

M onitoring and review

In addition, the implementation of the TRIPS Agreement is subject to supervision
within the WTO system. A specific body, the Council for TRIPS, is in charge of monitoring
Members compliance with the Agreement’s obligations. The Council aso offers Membersthe
opportunity of consulting on matters related to TRIPs and assists, upon request, in dispute
Settlement.

Under the Article 71.1 the Council for TRIPS is required to review the
implementation of the Agreement after the expiration of the transitional period referred to
in paragraph 2 of Article 65. The Council will, having regard to the experience gained in its
implementation, review it two years after that date, and at identical intervals thereafter. The
Council may also undertake reviews in the light of any relevant new developments which
might warrant modification or amendment of this Agreement.

Additionally, amendments merely serving the purpose of adjusting to higher levels
of protection of IPRs achieved, and in force, in other multilateral agreements and accepted
under those agreements by al Members of the WTO may be referred to the Ministerial
Conference for action in accordance with paragraph 6 of Article X of the WTO Agreement
on the basis of a consensus proposa from the Council for TRIPS (Article 71.2).

Copyright and related rights

In the area of copyright and related rights, the TRIPS Agreement explicitly stipulates
the protection of software as a literary creation and provides - for the first time in an
international agreement- rental rights for phonograms, films and computer programs. It also
obliges Members to protect data compilations under copyright. The Agreement provides for a
minimum term of protection for works (other than works of applied art or photographic
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works) not belonging to natura persons. 50 years from the late publication or from creation (if
publication was not made within 50 years from the making of the work).

Box 1
Main provisons of TRIPS on copyright and related rights

Protection of works covered by the Bern Convention, excluding mora rights, with respect
to the expression and not the ideas, procedures, methods of operation or mathematical
concepts as such;

Protection of computer programs as literary works and of compilations of data;

Recognition of renta rights, at least for phonograms, computer programs and
cinematographic works (except if rental has not led to widespread copying that impairs

the reproduction right);

Exceptions to exclusive rights to be limited to special cases which do nat conflict with a
normal exploitation of the work and do not unreasonably prejudice the legitimate interests
of the right holder;

Recognition of 50 years minimum term for works (other than photographic works or
works of applied art) owned by juridica persons, and for performers and phonogram
producers,

Recognition of rights of performers, producers of phonograms and broadcasting
organizations (Article 14).

In the area of "related rights™® the Agreement did not include significant new
standards, except for the extension of the term of protection for performers and for producers
of phonograms to 50 years (20 years were granted under the Rome Convention).

Enforcement rules are aso to be considerably strengthened in the copyright field,
particularly because of the obligation to establish criminal procedures and penalties against
copyright piracy on acommercia scale (Article 61).

Trademarks

The protection of trademarks has been reinforced by a comprehensive definition of
signsthat can congtitute trademarks, and by the specification of a minimum permissible period

®® This expression corresponds to "neighbouring rights", as defined under European law.
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of nonuse, which can be justified by "valid reasons based on the existence of obstacles'
(Article 19). Goods and services trademarks are put on the same footing.

The TRIPS Agreement supplements the Paris Convention with regard to "well-known"
trademarks, which must be given protection even if they became known on the basis of
publicity and not of effective usein acountry. The Agreement permits the retention of existing
differences between the Anglo-American and continental legal systems with regard to the use
of atrademark as ameans of acquisition of rights, as admitted by the Anglo-American system.

Box 2
Main provisions of TRIPS on trademarks

Definition of protectable signs, which should be capable of distinguishing the goods or
services of one undertaking from those of other undertakings.>” Service marks shall receive
a protection equivaent to marks for goods,

Registrability, but not filing of an application, can be dependent on use;

Definition of exclusive rights conferred with respect to identical or smilar goods and
services,

Protection of well-known trademarks for goods and services, including if knowledge
thereof is acquired through their promotion;

Exceptions to exclusive rights must be limited and take into account the legitimate interest
of the trademark owner and of third parties;

The minimum term of protection is seven years, renewable without limitation;

Requirements of use are to be limited in terms of both the minimum period of non-use and
the admissibility of reasons for non-use;

Special requirements for use are limited, as well as conditions on licensing and assignment
of trademarks. A trademark can be assigned without the transfer of the business to which it
belongs;

Measures to combat trade in counterfeit products should be available at the border.

> Members may require that signs be visually perceptible. Hence, they are not obliged to protect audible and
olfactory signs.
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Trademark owners may aso significantly benefit from new measures against
counterfeiting, particularly those that should be taken at the border (Article 51).

Geogr aphical indications®

Geographical indications that meet certain conditions are considered by the Agreement
as a particular kind of IPRs. The Agreement obliges Member countries to protect those
indications that identify a good as originating in a certain territory, "where a given quality,
reputation or other characteristic of the good is essentidly attributable to its geographical
origin” (Article 22.1).%°

Box 3
Main provisons of TRIPS on geogr aphical indications to consider
for the national legidation

- Geographical indications are indications which identify a good as originating in the territory of
a member, or a region or locdlity in that territory, where a given qudity, reputation or other
characterigtic of the goods is essentiadly attributable to its geographica origin.

- Lega means shall be provided to prevent use of an indication in a manner that misleads the
public or when it constitutes unfair competition, and to invalidate a trademark if the public is
mided as to the true place of origin;

- Additiona protection is conferred on geographica indications for wines and spirits, including
ways of protecting homonymous indications;

- Exceptions to the required protection may be based on prior and continuous use of an
indication, prior application or registration in good faith of atrademark, or customary use of the
indication;

- Obligations only relate to geographical indications that are protected in their country of origin.

A specia, higher protection is recognized for geographical indications related to wines
and spirits. This means that, in respect of wines and spirits, protection must be provided even
where there is no risk of the public being mided as to the true origin of the product or where
the use does not congtitute act of unfair competition. However, indications which have become

°8 See al'so page 48, and Annex 8, atraining presentation on geographical indications, and in Annex 3, the
negotiating mandates agreed at the 4th WTO Ministerial Conference at Doha regarding TRIPS and the
geographical indications.

9 With this definition, the TRIPS Agreement only requires protection of "qualified” geographical indications,
such as "appellations of origin" where, as stated, arel ationship between certain characteristics of the products and
the place of their origin can be established.
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a term "customary in common language" (Article 24.6) in the territory of a Member can be
excluded from protection. Members can aso permit the use of geographical indication of
another Memtler if it was continuoudy used for at least 10 years preceding 15 April 1994 or in

good faith preceding that date.

Industrial designs

Industria designs which are independently created are to be protected for at least 10
years under the TRIPS Agreement, whenever they are "new or origind" (Article 25).
Although this is one of the IPRs areas where differences among nationa laws is greatest, the

Agreement includes very few elements of harmonization.

Box 4
Main provisions on industrial designs

Protection should be conferred on designs which are new or origind;

Requirements for the protection of textile designs should not impair the opportunity to seek
and obtain such protection;

Exclusive rights can be exercised against acts for commercia purposes, including
importation;

Ten years is the minimum term of protection.

Designs essentialy dictated by technical or functional considerations need not to be
protected under the Agreement. Member countries may, at their discretion, develop legidation
on functiona designs such as "utility models’'.

Patents

An important chapter of the Agreement relates to patents. It includes standards
relating to patentability and its exceptions, compulsory licences and the duration of protection

(at least 20 years).

Patents are to be granted and the conferred rights to be exercised without
discrimination as to the place of invention, the field of technology and whether the protected
product is locally produced or imported.° For biotechnological inventions and as a reflection

€0 This provision has been interpreted as prohibiting the establishment of “working obligations’ upon the
patentee, including compulsory licences for lack of or insufficient working.
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of the complexity of the issue and the still unresolved differences®® Article 27.3.b (which was
due to be reviewed in 1999) alows for a possible exception to the patentabilty of plants and
animals, but plant varieties must be protected by patents or by an “effective sui generis
regime’ or by a combination of both.

Box 5
Main provisions on patents

Patents shall be granted for any inventions, whether products and processes, provided that they are
new, involve an inventive step and are capable of industrial gpplication;

Patents shall be granted in al fields of technology. No discrimination is alowed with respect to the
place of the invention, or whether the products are locdly produced or imported;

Member countries can exclude from patentability diagnostic, therapeutic and surgical methods for
the treatment of humans or animals, as well as plants and animas and essentialy biologica
processes for the production thereof;

Exclusive rights conferred in the case of product and process patents are defined, subject in the case
of importsto the principle of exhaustion (Article 6);

An invention shal be disclosed in a manner which is sufficiently clear and complete for a person
skilled in the art to carry it out. Indication of the best mode for carrying out the invention, as well as
information concerning corresponding patent gpplications and grants, may be required;
Limited exceptions to the exclusive rights can be defined by nationa laws (Article 30);

Conditions for granting other uses without the authorization of the patent-holder (compulsory
licences) are set forth. Member countries can determine the grounds for allowing such uses,

Revocation/forfeiture is subject to judicia review;
The term of protection shal be a least 20 years from the date of gpplication;

Reversa of the burden of proof in civil proceedings reating to infringement of process patentsisto
be established in certain cases.

The TRIPS Agreement specifies the contents of the exclusive rights to be conferred
under a patent, including the protection of a product directly made with a patented process,
and to produce, sell and import the protected product. As mentioned above, article 6 allows
Member countries to legidate on the international exhaustion of rights and, therefore, to admit
parald imports.

61 Unlikein the United States and Japan, in Europe and many developing countries patents for plant varieties and
animal races are not admissible.
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The reversal of the burden of proof is stipulated for civil procedures relating to process
patents in order to strengthen a patentee's position in cases of infringement, each Member
having the option to apply this principle to al existing products or only with respect to "new"
products.

Additionally, a detailed provison (Article 31) recognizes Members right to permit
"other use without authorization of the right holder”, i.e. to grant compulsory licences on
specific conditions. Compulsory licences would be non-exclusive and terminate when the
circumstances that originated their granting cease to exist.

No indication is provided as to the grounds on which such licences can be granted,
although particular reference is made to cases of national emergency or extreme urgency,
dependency of patents®, licences for governmental noncommercia use and licences to
remedy anti-competitive practices. Nationa laws can, however, provide for the granting of
such licences for other reasons, such as public health or the public interests as a whole. The
text of the Agreement is also open with respect to the rights that can be exercised by the

licensee, including production or importation.

Integrated circuits

The layout designs (topographies) of integrated circuits are to be protected under the
provisons of the Washington Treaty of 1989. The TRIPS Agreement, however, excludes
some of the provisions of the Treaty (notably with respect to compulsory licences), and
supplements it with respect to bona fide acts involving the infringement of integrated circuits
or industrid articles containing them. The minimum term of protection is 10 years.

Box 6
L ayout designs of integrated cir cuits

The layout designs (topographies) of integrated circuits shall be protected according to the

provisions of the Washington Treaty of 1989, except those specifically excluded by the
Agreement (e.g. provisions on compulsory licences);

Protection shall extend to layout designs as such and to the industrial articles that
incorporate them;

Bona fide purchasers of products involving the infringement of layout designs shall be
ligble to pay compensation to the right-holder after notification;

The term of protection shall be a minimum of 10 years.

62 Dependency of patents occurs when an invention cannot be used without using another invention.
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Undisclosed infor mation

The TRIPS Agreement is the firs multilatera agreement on "trade secrets'.
Negotiationsin this area reflected substantia differences between the Anglo-American and the
continental European lega traditions. The Agreement followed the Etter's approach: trade
secrets are deemed protectable under the discipline of unfair competition, as established in
Article 10 bis of the Paris Convention. No exclusive rights are conferred on the possessor.

Box 7
Main provisons of TRIPS on undisclosed infor mation

Undisclosed information is to be protected against unfair commercia practices if it is
secret, has commercia value and is subject to steps to keep it secret;

Secret data submitted for the approval of new chemica entities as pharmaceutica or

agrochemical products which utilize should be protected against unfair commercia use and
disclosure by Governments.

In addition, obligations are provided for in the Agreement in relation to test results and
other data submitted to Governments in order to obtain approva of pharmaceutical or
agrochemical products. Protection of these data applies when they are the result of a
sgnificant effort, and only against unfair commercia use by third parties, and against
disclosure, except where necessary to protect the public, or unless steps are taken to ensure
that the data are protected against unfair commercia use.

Restrictive business practicesin contractual licences

Section 8 (Part 11) establishes certain conditions for the control by Member States of
anti-competitive practices in contractua licences relating to IPRs. Practices that may be
prevented are those that "congtitute an abuse of intellectua property rights having an adverse
effect on competition in the relevant market" (Article 40.2). Practices are to be assessed case
by case.

The application of these conditions will imply that restrictive business practices in
such arrangements can only be condemned under a *competition test”, thereby excluding other
criteria such as the "developmert test" proposed during the unsuccessful negotiation of a Code
of Conduct on Transfer of Technology in the 1980s (Roffe, 1985).
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Enfor cement

The TRIPS Agreement includes detailed provisons in its Part 111 on judicia and
administrative procedures and other measures related to the enforcement of IPRs. These
evidence, injunctions, damages, provisona measures, and crimina pendties, and aso include
specific rules to combat counterfeit trademarks or pirated copyright goods at the border.
Detailed obligations relating to procedures aimed at suspension by customs authorities of the
circulation of infringing goods are set out.

3. Issues regarding the implementation and review of the TRIPS agreement
of interest to Parliamentarians

Several developing countries have questioned certain aspects relating to the
implementation of the Agreement, namely the continuous use of unilateral pressures and
the lack of actual implementation of Article 66.2 (incentives for the transfer of technology
to least developed countries) and Article 67 (technical assistance to developing countries).

Many developing countries have stressed the difficulties they have experienced in
putting into practice the massive legidative changes required by the TRIPS Agreement, and
the lack of support from developed countries. In this context, the implementation of Article
66.2 to the benefit of least developed countries has been raised by Egypt (WT/GC/W/109),
India (WT/GC/W/147) and the African Group, which noted that there have been no
concrete steps by developed countries with regard to the fulfilment of their obligations®
under that article (WT/GC/W/302).%* Egypt aso pointed out the need to review the
implementation of Article 67 (WT/GC/W/136).

For some developing countries (Cuba, Dominican Republic, Egypt and Honduras)
the transitional period in Article 65.2 has been insufficient for undertaking the difficult and
costly tasks related to the modernization of the administrative infrastructure (intellectual
property offices and institutions, the judicia and customs systems), for drafting new laws
with substantive and procedural provisions for the protection of IPRs, and for strengthening
institutions and creating a culture for the protection of those rights. They have therefore
requested an extenson of the transition period for the developing countries
(WT/GC/WI/209).

83 The African Group has pointed out that Article 66.2 is couched in "best endeavour” terms (WT/GC/W/302).
However, the provision states that "developed country members shall provide incentives®, thereby indicating
that it isnot amerely hortatory clause.

64 Venezuela has proposed that the obligation under Article 66.2 be extended to developing countries
(WT/GC/W/282).
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The TRIPS Agreement, as adopted, includes a “built-in agenda’ relating to
geographical indications, “nonviolation” cases and the protection of biotechnological
inventions. Little progress has been made so far on these issues.®®

I mplementation issues of geogr aphical indications®

Article 23.4 of the TRIPS Agreement requires Members to undertake negotiations on
the establishment of a multilateral system of notification and registration of geographical
indications for wines. Different proposals have been made on the subject. The European
Communities proposed an international registration of geographical indications under
which registered indications would be automatically protected in the participating Member
countries, subject to a procedure for dealing with opposition from any Member which
considers that a geographical indication is not eligible for protection in its territory. On the
other hand, the United States and Japan envisage the development of an international
database of geographical indications to which Members would be expected to refer in the
operation of their national systems. Both approaches have support from other Members
(Otten, 1999, p. 7). In addition, ®vera countries have proposed (in the framework of the
preparations for the WTO Ministeria Conference and of the built-in agenda for the TRIPS
Agreement) that the enhanced protection now available for wines and spirits be extended to
other products, such as agr icultura products and handicrafts.

Egypt proposed in the WTO that the additional protection conferred on
geographical indications for wines and spirits (Article 23.1 of the TRIPS Agreement) be
extended to other products, particularly those of interest to developing countries
(WT/GC/WI/136). The Indian delegation argued that:

"It is an anomaly that the higher level of protection is available only for
wines and spirits. It is proposed that such higher level of protection should
be available for goods other than wines and spirits also. This would be
helpful for products of export interest like basmati rice, Darjeeling tea,
alphonso mangoes, Kohlapuri dippers in the case of India. It is Indias
belief that there are other Members of the WTO who would be interested
in higher level of protection to products of export interest to them like
Bulgarian yoghurt, Czech Pilsen beer, many agricultura products of the
European Union, Hungarian Szatmar plums and so on. There is a need to
expedite work aready initiated in the TRIPS Council in this regard, under
Article 24, so that benefits arising out of the TRIPS Agreement in this area
are spread out wider" (WT/GC/W/147).

Proposals relating to an increase in the number of products covered by additiona
protection have been supported by developing countries such as Cuba, the Dominican

65 As of September 2001.
68 See al'so page 43.
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Republic, Honduras, Indonesia, Nicaragua and Pakistan (WT/GC/W/208), by the African
Group (WT/GC/W/302) and by Venezuela (WT/GC/W/282).%7

Non-violation

Article 64. 1 of the TRIPS Agreement provides for a non-violation nullification or
impairment (nonviolation) remedy under the Agreement. Article 64.2 stipulates that the
non-violation remedy "shall not apply to the settlement of disputes under this Agreement
for a period of five years from the date of entry into force of the WTO Agreement”. The
purpose of this moratorium was to enable the Council for TRIPS to examine the scope and
modalities for non-violation complaints in the context of TRIPS and make
recommendations to the Ministerial Conference (Article 64.3). A decision was to be taken --
by consensus -- by the end of 1999 on whether to extend this period or to determine the
disciplines to be applied.

Some countries have indicated the need for an extension of this transitional period. In
the opinion of Venezuela, for instance, the moratorium should be extended since the
Council for TRIPS has not yet been able to define either the scope of or the modalities for
nortviolation complaints, as required by Article 64.3. Moreover,

"The history of the GATT and the WTO has produced very few precedents
relating to proceedings of this type which would enable them to be
conducted safely in terms of law. At the same time, we consider that there
is a total lack of experience concerning how inter-State non-violation
complaints could be applied to intellectual property rights, which are
essentidly private in nature” (WT/GC/W/282).

The African Group has suggested an "indefinite” moratorium for the application of
Article 64 (WT/GC/W/302). Canada has proposec?® that the moratorium be extended until the
work by the Council for TRIPS, as mandated under Article 64.3, has been completed. It has
argued that:

"There has been no substantive discussion on scope and modalities by the
Council for TRIPS as required under paragraph 3 of Article 64. The non
violation remedy was developed in a context wholly different from TRIPS
as ameans of ensuring market access. In Canada’s view, transplanting this
remedy into the TRIPS environment is not suitable in the context of 1P and
will introduce uncertainty into the Agreement, constraining Members

67 See also the Communication from Turkey to the WTO General Council WT/GC/W/249 (Agreement on
TRIPS, Extension of the Additional Protection for Geographical Indications to Other Products), 13 July,
1999; and the Communication from Bulgaria, the Czech Republic, Egypt, Iceland, India, Kenya,
Liechtenstein, Pakistan, Slovenia, Sri Lanka, Switzerland and Turkey to the Council of TRIPS
(IP/C/W/201/Rev.1, 2 October 2000).

®8 See also the submission by the countries of the Central European Free Trade Area (CEFTA) and Latvia
(WT/GCIW/275).
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abilities to introduce new and perhaps vital measures such as those related
to social, economic development, health and environmental objectives’
(WT/GC/W/256).

Biological inventions

Article 27.3 b isthe only provision in the TRIPS Agreement subject to an early review
(in 1999). So far, there has been no agreement in the Council for TRIPS on the meaning of
"review". Developed countries have held that it is a "review of implementation” which is
called for, while for developing countries a "review" should open the possibility of revising
the provision itself.

The am of some developed countries, if a revision takes place, would be to
eliminate the exception for plants and animals, and to establish that plant varieties should
be protected in accordance with the UPOV Convention as revised in 1991. For some
developing countries, in contrast, it would be important to maintain the exception for plants
and animals, as well & the flexibility to develop sui generis regimes on plant varieties
which are suited to the seed supply systems of the countries concerned. Thus, Egypt has
stated that:

"Patentable subject matter was one of the most difficult issues in the
negotiations of intellectual property rights issues during the Uruguay
Round negotiations. One of the main difficulties was that intellectual
property protection in this area of living matter is till in its early years of
development. The TRIPs Agreement calls for areview of this matter four
years after the date of entry into force of the WTO Agreement (Article
27.3b). We believe that this matter remains a sensitive and controversia
issue. While it may be useful to consider the new developments in this
area, the stat us quo should not be altered at this stage.”

The African Group has made an elaborate proposa on this matter. It considers that
the "review" mandated by Article 27.3 b relates to the substance, and not merely the
"implementation”, of the provision. Also, it holds that the implementation deadline should
be extended to until five years after the completion of the substantive review of Article 27.3
b, in order to allow developing countries to set up the necessary infrastructure required by
the implementation. The African Group held that:

"There is lack of clarity on the criteriag/rationale used to decide what can
and cannot be excluded from patentability in Article 27.3(b). This relates
to the artificia distinction made between plants and animals (which may
be excluded) and micro-organisms (which may not be excluded); and also
between "essentialy biologica" processes for making plants and animals
(which may be excluded) and microbiological processes. By stipulating
compulsory patenting of micro-organisms (which are natural living things)
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and microbiological processes (which are natural processes), the
provisions of Article 27.3 contravene the basic tenets on which patent laws
are based: that substances and processes that exist in nature are a discovery
and not an invention and thus are not patentable. Moreover, by giving
Members the option whether or not to exclude the patentability of plants
and animas, Article 27.3(b) dlows for life forms to be patented”
(WT/GC/W/302).

On the basis of these and other considerations the African Group proposed that the
review process make clear that plants and animals as well as microorganisms and all other
living organisms and their parts cannot be patented, and that natural processes that produce
plants, animals and other living organisms should also not be patentable. Also, suggested the
insertion, after the sentence on plant variety protection in Article 27.3 b, of afootnote stating
that any sui generis law for plant variety protection can provide for:

"(i) the protection of the innovations of indigenous and local farming communities
in developing countries, consistent with the Convention on Biological Diversity and
the International Undertaking on Plant Genetic Resources,

(i) the continuation of the traditioral farming practices including the right to save,
exchange and save seeds, and sdll their harvest;

(ili)  preventing anti-competitive rights or practices which will threaten food
sovereignty of people in developing countries, as is permitted by Article 31 of the
TRIPS Agreement” (WT/GC/W/302).

As indicated by the African Group and by the submissions of other developing
countries, a possible review of Article 27.3. b is regarded as linked to the harmonization of
the TRIPS Agreement with the Convention on Biological Diversity and the International
Undertaking on Plant Genetic Resources.

4. Submissions to the TRIPS Council:

As indicated above, several countries have made submissions to the Council for
TRIPS or other WTO bodies in relation to TRIPS issues. Different kinds of submissions

may be considered, but all of them require careful preparation and wording in order to
avoid misinterpreting national laws or providing interpretations of the Agreement’s

provisions that may be eventually used (in an hypothetical dispute) against the originating
country.

Such submissions may include documents providing information, discussion on
position papers, or proposals for review.
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I nfor mation

In many instances, submissions are made to the Council for TRIPS as part of the
process of review of national legidation. Any WTO Member may request clarifications
from other Members with regard to certain aspects of IPRs protection, those which
Members should provide accordingly.®® Also, the WTO secretariat has circulated
guestionnaires, request of the Council, in order to obtain data about implementation issues
relating to the Agreement.”® In some cases, Members voluntarily provide information on
developments or experiences at the national level. "

Discussion or_position papers

In some cases, Members submit papers for the discussion of specific issues, in
which they state their interpretation or position with regard to the TRIPS Agreement or
other legal instruments.”

Proposals for review

Severa submissions have been made regarding the review of implementation of the
Agreement in general”® or in respect of particular provisions.”* A number of proposals for
amendment of the Agreement have also been made, particularly in relation to geographical

indications. ®

69 Seg, for example, the submission by Bolivia (IP/N/6/BOL/1) relating to national enforcement measures.
70 Seg, for example, a compilation of the replies to the questionnaire circulated by the WTO secretariat in
IP/C/W/122 and 126.
1 See the submission by Peru to the Committee on Trade and the Environment on a proposal for the
Protection Regime for the Collective Knowledge of Indigenous Peoples (WT/CTE/W/176). See also India's
submission on the “Protection of biodiversity and traditional knowledge: The Indian experience’
(IP/IC/W/198).
2 See, for example, the submissions by the EU and its Member States on “The relationship between the
provisions of the TRIPS Agreement and access to medicines” (IP/C/W/280), and the paper submitted on the
same issue by the African Group and a number of other devel oping countries (IP/C/W/296).
3 See, for example, the communication from Australia on the review of the implementation of the Agreement
under Article 71.1 (1P/C/W/210).
" See, for example, the United States communication to the Council of TRIPS in relation to the review of
article 27.3 (b) (IP/C/W/209).
7> See, for example, the following submissions:
- IP/C/W/247, Proposal from Bulgaria, Cuba, the Czech Republic, Egypt, Iceland, India, Liechtenstein,
Mauritius, Nigeria, Sri Lanka, Switzerland, Turkey and Venezuela, 29 March.
IP/C/W/166, Proposal on Protection of the Intellectual Property Rights of the Traditional Knowledge of
Local and Indigenous Communities, 5 November, 1999, Communication from Cuba, Honduras, Paraguay
and Venezuela
IP/C/W/165, Proposal on Protection of the Intellectual Property Rights Relating to the Traditional
Knowledge of Local and Indigenous Communities, 3 November, 1999, Communication from Bolivia,
Colombia, Ecuador, Nicaraguaand Peru.
IP/C/W/133, Proposal for a Multilateral System for Notification and Registration of Geographical
Indications for Wines and Spirits Based on Article 23.4 of the TRIPS Agreement, 11 March, 1999,
Communication from Japan and the United States.
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IP/IC/W/141, Non-Violation Nullification or Impairment under the Agreement on Trade-Related Aspects
of Intellectual Property Rights (TRIPS), 29 April, 1999, Proposal from Cuba, the Dominican Republic,
Egypt, Indonesia, Malaysia and Pakistan.

IP/C/W/163, Review of the Provisions of Article 27.3(b), 29 April, 1999, Communication from Kenyaon
behalf of the African Group.

WT/GC/W/302, Preparations for the 1999 Ministerial Conference, The TRIPS Agreement, 6 August,

1999, Communication from Kenya on behalf of the African Group.

WT/GCIW/282, Preparations for the 1999 Ministerial Conference, Proposals regarding the TRIPS
Agreement (paragraph 9(a)(ii) of the Geneva Ministerial Declaration), 6 August, 1999, Communication
from Venezuela

WT/GC/W/249, Agreement on TRIPS, Extension of the Additional Protection for Geographical
Indications to Other Products, 13 July, 1999, Communication from Turkey.

WT/GCIW/242, Proposa on Trade-Related Aspects of Intellectua Property, 6 July, 1999,
Communication from Japan.

WT/GC/W/225, Proposals regarding the TRIPS Agreement in terms of paragraph 9(a)(i) of the Geneva
Ministerial Declaration, 2 July, 1999, Communication from India.
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IMPORTANT | SSUES FOR NATIONAL RESEARCHERS

Experts can make an important contribution to the development of a national IPRs
system that is consistent with international obligations and is as appropriate as possible to
local conditions and needs. Studies may be undertaken to support Parliament, negotiators
and the private sector in assessing and implementing new |PRs standards.

Such studies may include the issues listed below.

1. Impact of |PRs on foreign direct investment:

Foreign direct investment inflowsin different sectors

Origin and composition;

Modes of investment (new plants, acquisition of existing facilities, etc.);
Purpose of the investment;

Impact on the supply structure and local market;

Effects on trade baance.

Changes in the behaviour of foreign subsidiaries
De-investment;
Product lines;

Pricing policy;
R&D.

2. Impact of | PRs on innovation and access to technology:

Licensing of foreign technology

Sources of technology;
Products/processes involved;
Supply of active ingredients;
Capacity-building;

Royalty payments,

Impact on exports.

Research and devel opment

Main areas of R&D;
Participation of local and foreign firms;
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Relationship with local R&D institutes;
Patenting activity.

3. Effects of | PRs on competition: Abuses and anti-competitive practices

4. Developing | PRs suited to local conditions:

Characteristics of the national innovation system;
Application of utility models to protect minor innovations;
Developing sui generis options for plant varieties

Modes of protection for traditiona knowledge;
Identification and protection of geographical indications.
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IMPORTANT ISSUES FOR THE M EDIA

The TRIPS Agreement, adopted in 1994, requires all WTO Member countries to
adopt in their laws minimum standards of protection for patents, trademarks, copyrights and
other intellectual property rights. It has substantially limited the freedom that countries
previousdly enjoyed to design and implement their own intellectual property systems.

The Agreement established a common set of standards for all countries, without
differentiating on the basis of socioeconomic and technological development. Developing
countries, however, were alowed a transtion period in which they could delay
implementation of the new standards for specified amounts of time. Countries that accede
to the WTO must also comply with the adopted standards of protection.

The obligations that the Agreement set forth to protect inventions include
recognizing patents for pharmaceuticals without distinction between imported and locally
produced products; granting patent protection for at least 20 years from the date of
application; limiting the scope of exemptions from patent rights; and effectively enforcing
patent rights through administrative and judicia mechanisms. In the area of copyright, the
protection of computer programs became mandatory. The Agreement also required WTO
Members to protect secret know-how, trademarks, geographical indications, industria
designs and integrated circuits.

Complying with the TRIPS Agreement in these respects has posed a specid
challenge for developing countries and raised considerable concerns from different
perspectives, notably with regard to access to technologies needed for development and
access to drugs. National laws should, in implementing the Agreement, aim at balancing the
rights and obligations of the users and producers of technology.

IPRs-holders can exclude direct competition, and charge higher prices for their
protected technologies and products. Hence, States need to enact or adequately enforce
competition policies.

Since most developing countries may be excluded from the benefits of protection
for inventions because they lack the scientific infrastructure and the capital needed for
R&D, they need to devise IPRs systems appropriate to their local conditions, to the extent
allowed by their international obligations. This may be done by adopting protection for
incremental innovations and by sui generis regimes for traditional knowledge, including plant
varieties developed by farmers in the fields.

These considerations do not mean that patents cannot help to stimulate local R&D.
They do suggest, however, that strengthened 1PRs will affect developing countries differently
from technologicaly advanced ones. In the latter IPRs may lead to more innovation, whereas

in the former they may lead in many cases only to higher prices.
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The Agreement does not impose uniform lega requirements upon the WTO
member countries. Countries have to meet the minimum standards it calls for, but are left
with considerable leeway within which to develop their own patent laws according to the
characteristics of their legal systems, public hedlth situations and development needs. In
implementing the TRIPS provisions, they can adopt measures aimed at promoting social
and economic welfare (Article 7) and preventing the abuse of intellectual property rights
(Articles 8.1 and 8.2).

Developing countries can also adopt measures that mitigate the impact of exclusive
rights and promote competition. This is the case, for instance, with the principle of
"internationa exhaustion”, under which "parallel imports’ can be allowed. These may apply,
for example, to the import of products from the countries in which they are cheapest. Thisis
not a means of denying the patentee's right to remuneration (which is received with the first
sale of the product), but rather of ensuring that patents work to the mutual advantage of the
producers and the users of technological knowledge.

Another important measure to promote competition may be the "Bolar" exception.
This makes it possible to use an invention to conduct tests on a drug and obtain marketing
approval for it before the expiration date of the patent, so that a generic version of the drug
can be marketed as soon as the patent expires. Argentina, Australia, Canada, Isragl, the
United States and other countries have legalized this exception.

In addition, Article 31 of the TRIPS Agreement alows Governments to issue
compulsory licences to address emergencies, counteract anti-competitive practices, for
governmental use, and for other cases determined by national law, subject to the conditions
(particularly with regard to compensation of the patent- holder) set out in the Agreement.

The Uruguay Round left open a number of issues (protection of biotechnological
inventions, protection of geographical indications, disputes in cases of “nonviolation”) on
which further negotiations were caled for as part of the “built-in agenda’ of the WTO. Little
progress has been made on these issues, despite the interest of developing countries in
clarifying, in particular, the relationship between the TRIPS Agreement and the Convention
on Biologica Diversity. Severa proposas have been tabled to enhance protection of
geographical indications of agricultura products, with the support of some (but not al)
devel oped and developing countries.

In sum, the ways in which the Agreement is implemented in national laws can have
a sgnificant impact on development and the attainment of public policy objectives,
including in the area of health and food. Developing countries have some flexibility under
the Agreement which they can use to design national laws that respond to public policy
objectives. Other WTO Members must respect this flexibility, and not use unilateral threats
in order to obtain “TRIPS-plus’ levels of protection.
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ANNEX 1
LIST OF PROPOSALS SUBMITTED BY WTO MEMBERS
FOR REVIEW OF THE TRIPSAGREEMENT

AND RELATED | SSUES
(1999-2001)

WT/COMTD/17 Work Programme on Electronic Commerce 12/02/1999

WT/GC/16 Submission by the United States

G/C/2

S/CI7

IP/C/16

liPIcIwr167 Council for Trade-Related Aspects of Intellectual |03/11/1999
Property Rights- Review of the Provisions of Article
27.3.(b) Communication from Norway

|IP/IC/W/164 Council for Trade-Related Aspects of Intellectual 29/10/1999
Property Rights- Review of the Provisions of Article
27.3.(b) Communication from Brazil

IPICIW/142 Council for Trade-Related Aspects of Intellectual 27/05/1999
Property Rights Communication from the Delegation
of Cuba

|IP/C/W/204/Rev.1 Council for Trade-Related Aspects of Intellectual |02/10/2000
Property Rights  Communication from Bulgaria, the
Czech Republic, Egypt, Iceland, India, Kenya,
Liechtenstein, Pakistan, Slovenia, Sri Lanka,
Switzerland and Turkey - Revision

[IPICIWI205 HCounciI for Trade-Related Aspects of Intellectual 18/09/2000
Property Rights Communication from New Zealand

|IP/C/W/198 Committee on Trade and Environment - Council for 14/07/2000

WT/CTE/W/156 Trade-Related Aspects of Intellectual Property Rights-
Protection of Biodiversity and Traditional Knowledge-
The Indian Experience Submission by India

[IP/IC/WI195 HCounciI for Trade-Related Aspects of Intellectual 12/07/2000
Property Rights Communication from India

[IP/C/WI196 HCounciI for Trade-Related Aspects of Intellectual 12/07/2000
Property Rights Communication from India

\IP/C/W/189 Council for Trade-Related Aspects of Intellectual 22/06/2000
Property Rights- New Zealand's System of Protection
for Geographical Indications and the Multilateral
Notification and Registration System for Geographical
Communication from New Zealand

[iPrCIwi284 HCounciI for Trade-Related Aspects of Intellectual 15/06/2001
Property Rights Communication from Switzerland

IP/IC/W/254 Council for Trade-Related Aspects of Intellectual 13/06/2001
Prooertv Riahts - Review of the Provisions of Article

"8 Thislist contains the proposals submitted by WTO Members and distributed by WTO Secretariat as
documents | P/C/W/.
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27.3(b) of the TRIPS Agreement Communication
from the European Communities and their Member
States

|IP/C/W/280

Council for Trade-Related Aspects of Intellectual
Property Rights Communication from the European
Communities and their Member States

12/06/2001

|IPIC/W/259

Council for Trade-Related Aspects of Intellectual
Property Rights Communication from the European
Communities and their Member States

31/05/2001

|IP/IC/W/260

Council for Trade-Related Aspects of Intellectual
Property Rights Communication from the European
Communities and their Member States

30/05/2001

[IP/C/WI203/Add.4/Suppl .2

Property Rights- Technical Cooperation Activities:
Information from Developed Country Members-

HCounci | for Trade-Related Aspects of Intellectual

Portugal - Supplement

21/05/2001

IPIC/W/247/Rev.1

Property Rights- Proposal from Bulgaria, Cuba, the
Czech Republic, Egypt, Iceland, India, Jamaica, Kenya,
Liechtenstein, Mauritius, Nigeria, Pakistan, Slovakia,
Turkey and Venezuela - Revision

17/05/2001

|IP/IC/W/255

Council for Trade-Related Aspects of Intellectual

Council for Trade-Related Aspects of Intellectual

Property Rights- Communication from Hungary

|03/05/2001

|PICIW/247

Property Rights- Proposal from Bulgaria, Cuba, the
Czech Republic, Egypt, Iceland, India, Liechtenstein,
Mauritius, Nigeria, Sri Lanka, Switzerland, Turkey and
Venezuela

Council for Trade-Related Aspects of Intellectud

29/03/2001

|IPIC/W/249

Council for Trade-Related Aspects of Intellectual
Property Rights - Further Consideration of Non-
Violation Nullification or Impairment under the
greement on Trade-Related Aspects of Intellectual
Property Rights Communication from Canada

29/03/2001

IP/CIW/246

Council for Trade-Related Aspects of Intellectual
Property Rights- Communication from Peru

14/03/2001

IP/C/W/312
WT/GC/W/450

Council for TradeRelated Aspects of Intellectual
Property Rights- General Council - Proposal by the

frican Group, Bangladesh, Barbados, Bolivia, Brazil,
Cuba, Dominican Republic, Ecuador, Haiti, Honduras,
Sri Lanka, Thailand and Venezuela

|04/10/2001

IP/C/W/313

Council for Trade Related Aspects of Intellectual
Property Rights- Preambular Language for Ministerial
Declaration - Contribution from Australia, Canada,
Japan, Switzerland and the United States

104/10/2001

|P/C/W/308/Rev.1

Council for Trade-Related Aspects of Intellectual
Property Rights- Communication from Bangladesh,
Bulgaria, Cuba, the Czech Republic, Georgia,
Hungary, Iceland, India, Jamaica, Kenya, the Kyrgyz
Republic, Switzerland and Turkey — Revision

102/10/2001
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IP/C/W/299

Council for Trade-Related Aspects of Intellectual
Property Rights Communication from Cuba

los/07/2001

IP/C/W/298

Council for Trade-Related Aspects of Intellectual
Property Rights Communication from Zambia

|02/07/2001

IP/C/W/289

Property Rights Communication from Argentina,
Australia, Canada, Chile, Guatemala, New Zealand,

HCounciI for Trade Related Aspects of Intellectual
Paraguay and the United States

29/06/2001

IP/C/W/293

Council for Trade-Related Aspects of Intellectual
Property Rights- Communication from Norway

29/06/2001

IP/IC/W/296

Property Rights Submission by the African Group,
Barbados, Bolivia, Brazil, Cuba, Dominican Republic,
Ecuador, Honduras, India, Indonesia, Jamaica,
Pakistan, Sri Lanka, Thailand and Venezuela

29/06/2001

IP/C/W/286

Council for Trade Related Aspects of Intellectual
Property Rights- Work Programme on Electronic

Council for Trade Related Aspects of Intellectual
HCommerce Communication from Switzerland

22/06/2001
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ANNEX 2

WORLD TRADE

WT/MIN(01)/DEC/W/2
14 November 2001

ORGANIZATION

(01-5770)

MINISTERIAL CONFERENCE
Fourth Session
Doha, 9 - 14 November 2001

DECLARATION ON THE TRIPSAGREEMENT AND PUBLIC HEALTH

1 We recognize the gravity of the public health problems afflicting many developing and
least-developed countries, especially those resulting from HIV/AIDS, tuberculosis, malaria and
other epidemics.

2. We dtress the need for the WTO Agreement on Trade-Related Aspects of Intellectual

Property Rights (TRIPS Agreement) to be part of the wider national and international action to
address these problems.

3. We recognize that intellectual property protection is important for the development of new
medicines. We also recognize the concerns about its effects on prices.

4. We agree that the TRIPS Agreement does not and should not prevent Members from taking
measures to protect public health. Accordingly, while reiterating our commitment to the TRIPS
Agreement, we affirm that the Agreement can and should be interpreted and implemented in a
manner supportive of WTO Members' right to protect public health and, in particular, to promote
access to medicines for al.

In this connection, we reaffirm the right of WTO Members to usg, to the full, the provisions
in the TRIPS Agreement, which provide flexibility for this purpose.

5. Accordingly and in the light of paragraph 4 above, while maintaining our commitments in
the TRIPS Agreement, we recognize that these flexibilities include:

a Inapplying the customary rules of interpretation of public international law, each provision
of the TRIPS Agreement shall be read in the light of the object and purpose of the
Agreement as expressed, in particular, in its objectives and principles.

b. Each Member has the right to grant compulsory licences and the freedom to determine the
grounds upon which such licences are granted.
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c. Each Member has the right to determine what constitutes a national emergency or other
circumstances of extreme urgency, it being understood that public health crises, including
those relating to HIV/AIDS, tuberculosis, maaria and other epidemics, can represent a
national emergency or other circumstances of extreme urgency.

d The effect of the provisions in the TRIPS Agreement that are relevant to the exhaustion of
intellectual property rights is to leave each Member free to establish its own regime for
such exhaustion without challenge, subject to the MFN and national treatment provisions of
Articles 3 and 4.

6. We recognize that WTO Members with insufficient or no manufacturing capacities in the
pharmaceutical sector could face difficulties in making effective use of compulsory licensing under
the TRIPS Agreement. We instruct the Council for TRIPS to find an expeditious solution to this
problem and to report to the General Council before the end of 2002.

7. We reaffirm the commitment of devel oped-country Members to provide incentives to their
enterprises and ingtitutions to promote and encourage technology transfer to least-developed
country Members pursuant to Article 66.2. We also agree that the least-developed country
Members will not be obliged, with respect to pharmaceutical products, to implement or apply
Sections 5 and 7 of Part 1l of the TRIPS Agreement or to enforce rights provided for under these
Sections until 1 January 2016, without prejudice to the right of least-developed country Members to
seek other extensions of the transition periods as provided for in Article 66.1 of the TRIPS
Agreement. We instruct the Council for TRIPS to take the necessary action to give effect to this
pursuant to Article 66.1 of the TRIPS Agreement.
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ANNEX 3
WORK PROGRAMME RELATED TO TRIPS
AGREED UPON AT THE FOURTH MINISTERIAL CONFERENCE
OF THEWTOIN NOVEMBER 2C01 77,

Trade-Related Aspects of Intellectual Property Rights

“17.  We stress the importance we attach to implementation and interpretation of the Agreement
on Trade-Related Aspects of Intellectual Property Rights (TRIPS Agreement) in a manner
supportive of public hedth, by promoting both access to existing medicines and research and
development into new medicines and, in this connection, are adopting a separate Declaration.

18. With a view to completing the work started in the Council for Trade-Related Aspects of
Intellectual Property Rights (Council for TRIPS) on the implementation of Article 23.4, we agree to
negotiate the establishment of a multilateral system of notification and registration of geographical
indications for wines and spirits by the Fifth Session of the Ministerial Conference. We note that
issues related to the extension of the protection of geographica indications provided for in
Article 23 to products other than wines and spirits will be addressed in the Council for TRIPS
pursuant to paragraph 12 of this Declaration.

19. We instruct the Council for TRIPS, in pursuing its work programme including under the
review of Article 27.3(b), the review of the implementation of the TRIPS Agreement under
Article 71.1 and the work foreseen pursuant to paragraph 12 of this Declaration, to examine, inter
aia, the relationship between the TRIPS Agreement and the Convention on Biological Diversity,
the protection of traditional knowledge and folklore, and other relevant new devel opments raised by
Members pursuant to Article 71.1. In undertaking this work, the TRIPS Council shall be guided by
the objectives and principles set out in Articles 7 and 8 of the TRIPS Agreement and shall take fully
into account the development dimension.”

Trade and Environment

“32.  Weinstruct the Committee on Trade and Environment, in pursuing work on al items on its
agenda within its current terms of reference, to give particular attention to:

@) the effect of environmental measures on market access, especialy in relation to
developing countries, in particular the least-developed among them, and those
situations in which the elimination or reduction of trade restrictions and distortions
would benefit trade, the environment and development;

(i the relevant provisions of the Agreement on Trade-Related Aspects of
Intellectual Property Rights; and

(i) labelling requirements for environmental purposes.

Work on these issues should include the identification of any need to clarify relevant WTO rules.
The Committee shall report to the Fifth Session of the Ministeria Conference, and make
recommendations, where appropriate, with respect to future action, including the desirability of

" Extractsfrom WTO, Ministerial Conference, Ministerial Declaration, WT/MIN(01)/DEC/W/1, Fourth
Session, Doha, 14 November 2001.
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negotiations. The outcome of this work as well as the negotiations carried out under paragraph
31(i) and (ii) shal be compatible with the open and non-discriminatory nature of the multilateral
trading system, shall not add to or diminish the rights and obligations of Members under existing
WTO agreements, in particular the Agreement on the Application of Sanitary and Phytosanitary
Measures, nor ater the balance of these rights and obligations, and will take into account the needs
of developing and least-devel oped countries’.
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ANNEX 4
DECISION ON IMPLEM ENTATION-RELATED ISSUESAND
CONCERNSADOPTED AT THE FOURTH MINISTERIAL
CONFERENCE OF THEWTO, NOVEMBER 20017%:
ISSUES CONCERNING TRIPS

“11.  Agreement on Trade-Reated Aspects of Intellectua Property Rights (TRIPS)

11.1 The TRIPS Council is directed to continue its examination of the scope and
modalities for complaints of the types provided for under subparagraphs 1(b) and 1(c) of
Article XXIIl of GATT 1994 and make recommendations to the Fifth Session of the
Minigterial Conference. It is agreed that, in the meantime, Members will not initiate such
complaints under the TRIPS Agreement.

11.2 Redffirming that the provisons of Article 66.2 of the TRIPS Agreement are
mandatory, it is agreed that the TRIPS Council shdl put in place a mechanism for ensuring the
monitoring and full implementation of the obligations in question. To this end, developed
country Members shall submit prior to the end of 2002 detailed reports on the functioning in
prectice of the incentives provided to their enterprises for the transfer of technology in
pursuance of their commitments under Article 66.2. These submissions shall be subject to a
review in the TRIPS Council and information shall be updated by Members annualy”.

78 Extracts from WTO, Ministerial Conference, Decision, |mplementation- Related |ssues And Concerns,
WT/MIN(01)/DEC/W/10, Fourth Session, Doha, 14 November 2001.
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ANNEX 5

COMPILATION OF OUTSTANDING IMPLEM ENTATION | SSUES

RAISED BY M EMBERS ™

JOB(01)/152/Rev.1 27 October 2001

"This compilation is being circulated by the Secretariat with a view to assisting delegations

in their consideration of the outstanding implementation issues. It should be read together with the
draft Decision on ImplementationRelated Issues and Concerns (Job(01)/139/Rev.1). It lists
outstanding implementation issues raised in the draft Ministeria Text of 19 October 1999
(Job(99)/5868/Rev.1) and those subsequently raised by Members during consultations. For ease of
reference, the text retains the numbering of the tirets used by the G7 countries in their paper on
implementation.

(...)
10.

Agreement on Trade-Re ated Aspects of Intdlectual Property Rights

- Tiret 87
In the light of provisions contained in Articles 23 and 2 of the TRIPS Agreement,
additional protection for geographical indications shall be extended for products other

than wines and spirits.

- Tiret 88
A clear understanding in the interim that patents inconsistent with Article 15 of the CBD
shall not be granted.

- Tiret 91
The period given for implementation of the provisions of Article 27.3(b) shdl be five years
from the date the review is completed.

- Tiret 93

The trangitional period for developing countries provided for in Article 65.2 shall be
extended.

Proposal by Least-Developed Countries, 22 October 2001

- The General Council agrees that the transition period for LDCs shall be extended so long
as they retain the status of an LDC.

® Extracts from WTO, Compilation of Outstanding | mplementation | ssues Raised by Members.
JOB(01)/152/Rev.1, 27 October 2001.
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- Tiret 94
Articles 7 and 8 of the TRIPS Agreement to be operationalized by providing for transfer
of technology on fair and mutually advantageous terms.

- Tiret 95

[Article 27.3(b) to be amended in light of the provisions of the Convention on Biological
Diversity and the International Undertaking. Also, clarify artificial distinctions between
biological and microbiological organisms and process,; ensure the continuation of the
traditional farming practices including the right to save, exchange and save seeds, and sell
their harvest; and prevent anti-competitive practices which will threaten food sovereignty
of people in developing countries, as permitted by Article 31 of the TRIPS Agreement.]

[Article 27.3(b) should be amended to take into account the Convention on Biological

Diversity and the International Undertaking on Plant Genetic Resources. The
amendments should clarify and satisfactorily resolve the analytical distinctions between

biological and microbiological organisms and processed; that all living organisms and
their parts cannot be patented; and those natural processes that produce living organisms
should not be patentable. The amendments should ensure the protection of innovations of
indigenous and local farming communities; the continuation of traditional farming
processes including the right to use, exchange and save seeds, and promote food security.]

Proposal by Least-Developed Countries, 22 October 2001
- The General Council agrees that the review process should clarify that al living
organisms, including plants, animals and parts of plants and animals, including gene

sequences, and biological and other natural processes for the production of plants, animals
and their parts, shall not be granted patents.”
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ANNEX 6
United Nations Distr. GENERAL
Conference TD/B/COM.L/EM.13/2
on Trade and 22 August 2000
Development Original: ENGLI SH

TRADE AND DEVELOPMENT BOARD

Commission on Trade in Goods and Services, and Commodities
Expert Meeting on Systems and National Experiences for Protecting
Traditional Knowledge, Innovations and Practices

Geneva, 30 October — 1 November 2000

Item 3 of the provisional agenda

SYSTEMS AND NATIONAL EXPERIENCES FOR PROTECTING
TRADITIONAL KNOWLEDGE, INNOVATIONSAND PRACTICES

BACKGROUND NOTE BY THE UNCTAD SECRETARIAT

EXECUTIVE SUMMARY

The importance of protecting the knowledge, innovations and practices of indigenous and locd
communities (TK) is increasingly recognized in international forums. Developing countries seek to
ensure that the benefits of cumulative innovation associated with TK accrue to its holders while
enhancing their socio-economic development. They also aim at preventing the improper appropriation
of TK, with little or no compensation for the custodians of TK and without their prior informed
consent.

Building on work carried out in other intergovernmenta organizations, this note briefly describes
possible instruments for the protection of TK, including traditiona/customary law, modern intellectua
property rights instruments, sui generis systems, and documentation of TK and instruments directly
linked to benefit-sharing. In addition to national systems, the protection of TK and equitable sharing
of the benefits derived from the use of biodiversity resources and associated TK may aso require
measures by user countries or cooperation at the multilateral levd.

Protection of TK is a necessary but not sufficient requirement for its preservation and further
development. To harness TK for development and trade, developing countries need assistance to build
national capacities in terms of raisng awareness on the importance and potential of TK for
development and trade; developing ingtitutional and consultative mechanisms on TK protection and
TK-based innovation; and facilitating the identification and marketing of TK-based products and
sarvices. There is also a need to promote an exchange of experience among developing countries on
national srategies for TK development, sui generis systems for the protection of TK and the
commercidization of TK-based products and services. Specia attention should be given to building
such capacitiesin LDCs.

This note provides some analysis and background information to aid experts in their work. The final
chapter contains alist of questions proposed for discussion.
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Systems for the protection of traditional knowledge
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B. Strengthening customary law
C. Exiding intellectua property rights instruments
D. Sui generislegidation
1. Possible elements of sui generis systems
2. Examples of sui generis sysems
E. Access and benefit -sharing mechanisms
F. Documentation of traditional knowledge

Harnessing traditiona knowledge for development and trade
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B. Capacity-building

Possible issues for discussion by experts

A. Systemsfor the protection of TK and benefit sharing

B. Harnessing traditional knowledge for development and trade
C. Capacity-building needs

Notes
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ANNEX 7

BACKGROUND PAPER FOR TRAINING PURPQOSES:
THE TRIPSAGREEM ENT AND THE BUILT-IN AGENDA

Background

The TRIPs Agreement has its own built-in agenda in the form of reviews of specific
provisions. Discussions inside and outside the WTO Council for TRIPs are focusing on the
provisions under negotiations. Additionally, the debate is tackling further topics, such as Intellectua
Property Rights (IPRs) and public health, and transfer of technology. Despite the fact that LDCs
are still enjoying the transitional period (until 31 December 2005), they are actively participating in
the debate and it is in their interest to make sure that the TRIPs Agreement is implemented and
interpreted in such a way as to fulfil the objectives spelled out in Article 7: “...the promotion of
technological innovation and the transfer and dissemination of technology to the mutua advantage
of producers and users of technological knowledge and in a manner conducive to socia and
economic welfare, and to abaance of rights and obligations’.

The discussion on patentable subject matter (Article 27) is particularly tense. Among the
most sensitive topics under discussion are the economic, social, environmental and ethical issues
related to the patentability of life forms®®. Life patenting raises concerns about biodiversity
conservation, environmental protection, sustainability of agriculture, indigenous rights, and,
ultimately, the economic development of many developing countries. Severd developing countries
are proposing to include in Article 27.3(b) the concepts of access to genetic resources on mutually
agreed terms, as well as the requirements for prior informed consent and benefit sharing. These
objectives could be achieved by clarifying Article 29 (Conditions on Ritent Applicants) of the
TRIPS Agreement and requiring a clear mention of the biological source material and associated
traditional knowledge and the country of origin of these by patent applicants. An additiona option
is to develop a multilateral system for disclosing and sharing information about the geographical
origin of biologica material relied on in patent applications. Such a system could be developed
outside the WTO and subsequently included in the TRIPS Agreement.

Developing countries want to preserve the flexibility alowed by Article 27.3(b) and retain
the option to exclude plants and animals from the patent system and protect plant varieties through
sui generis systems, being the UPOV system just one of the existing sui generis systems. They dso
want the recognition of the fact that a variety of international instruments exists (e.g. the CBD
Convention, the FAO International Undertaking on Plant Genetic Resources, the OAU model law
on the protection of rights of local communities and access to biologica resources) which may be

used complimentarily to pursue the goals of development, and conservation and sustainable use of
genetic resources.

80 According to the Agreement, micro-organisms, microbiological processes and non-biological processes
should be patented. Countries may exclude from patentability plants or animals, however they shall provide
for the protection of plant varieties either by patents or by a sui generis system, or by any combination
thereof.
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Developing countries want the term microorganism to be better defined to ensure greater
legal certainty in the application of the TRIPS Agreement (according to the Agreement, plants and
animas may be excluded from patentability, however, micro organisms cannot). The debate about
micro organisms is related to the issue of biopiracy and fair access to genetic resources, as well as
the distinction between discovery and invention.

The adoption of the Convention on Biologica Diversity has given impetus to the idea of
protection of traditional knowledge (TK). The relationship between IPRs and TK is complex
because internationa |PRs regimes recognize formal system of knowledge only. Many approaches
and proposals have been developed to dea with communities knowledge, ranging from the
creation of new types of IPRs, to the option of legally excluding al forms of appropriation. While
TK could be protected through contractual modalities, developing countries have taken the position
that there is a need for exploring an international mechanism for protecting it. The suggestion has
been made to develop an international model for the legal protection of traditional knowledge which
could subsequently be included in the TRIPS Agreement.

On geographical indications, the position of most developing countries is that negotiations
in the Council for TRIPs should include: @) the establishment of a multilateral system of notification
and registration of geographical indications for wines and spirits, as mandated by Article 23.4.
However, such a system should not create any new burden or obligations for member countries; b) a
review of the implementation of the provisions related to geographical indications, as mandated by
Article 24.2; and c) the extension of the provisions on additional protection to products of interest to
developing countries. Such additional protection is not available a present to goods other than
wines and spirits. Only if these topics were negotiated at the same time, the whole issue of
geographical indications would become of interest to devel oping countries.

Most Members - developed, developing and in transition - are in favour of continuing the
debate about the suitability to make use of the provisions on non-violation complaints in the
framework of IPRs®" The United States is against this approach. The Agreement mandated the
Council for TRIPS to examine scope and modalities for these complaints during the transitional
period for developing countries (i.e. until 31 December 1999) and submit its recommendations to
the Ministerial Conference. However, the Council has not been in a position to carry out this task
and has not fulfilled its mandate. Those countries that are in favour of pursuing discussions on this
topic, use the argument of the norn-fulfilment of the mandate as a basis for their request. An
additional argument is that the TRIPS Agreemert is not a market access agreement, therefore, terms
like benefits, remedies and reasonable expectations do not have a clear meaning in the IPRs
framework.

It is worth noting that the possible application of non-violation complaints in the field of
IPRs would have some relevant impacts. The exercise of norma government powers may result in
change in the conditions of doing business. Such changes may involve the diminishment of the
vaue of an intellectual property right. By applying the non-violation remedy in the IPRs sector,
Members risk to find themselves congtraint in their ability to introduce new and perhaps vital social,
economic development, health, environmental, and cultural measures.

81 A “non violation nullification or impairment” measure is one which, while it does not conflict with the
provisions of the Agreement, has the effect of nullifying or impairing a“benefit” ensured under atreaty. The
rationale of such aprovision isto protect the overall balance of concessions reasonably expected when the
agreement was reached. This concept findsitsrootsin trade in goods.

76



g L T
w)

UNCTAD
Commercia Diplomacy Programme

By using Article 66.2 regarding technology transfer to LDCs, some LDCs (Haiti, Zambia)
and other developing countries have launched the debate in the TRIPs Council about transfer of
technology (ToT). They have underlined that the ultimate objective of implementing the ToT
provisions of the TRIPs Agreement is to strengthen the supply capacity of the developing countries,
including LDCs, by creating a sound technology base. What developing countries and LDCs are
aiming at is not only technical assistance, but rather exploring mechanisms to implement the ToT
provisions included in al WTO Agreements. Zambia has indicated that UNCTAD, in particular,
should be involved in the achievement of the objectives set out in the TRIPS Agreement in this
fied.

The relationship between intellectual property rights, and effective public hedth systemsis
an emerging issue of great importance, particularly in developing countries. Recent success in the
South African drug case, new Human Rights resolutions, growing public concern about the TRIPS
Agreement’simpact on public health, and the upcoming special segment in the TRIPS Council and
the Doha Ministeria together may create a positive scenario for finding appropriate mechanisms to
make the TRIPs Agreement more responsive to the legitimate interest of countries to pursue public
policy goals, including effective public health.

In the context of the TRIPS Agreement, possible options for addressing concerns about
intellectual property rights and health include®:

Strengthening Article 8 language; Interpreting Article 27's non-discrimination requirement
narrowly and not to undermine |PR-based measures that are tailored to specifically address public
health concerns; Interpreting Article 30 as including a “humanitarian exception”, permitting
limited exceptions to the exclusive rights conferred by a patent in order to address the rights of third
parties to access to essential medicines in the case of a public hedth emergency. Clarifying and
extending the Article 31 compulsory licensing procedures, in light of the Articles 7 and 8
objectives and principles of the TRIPS Agreement. Interpret Article 39.3 narrowly to ensure that
rules on the protection of undisclosed information cannot be used to undermine development of
generic products. | ncorporating a new general public interest exception in the TRIPS Agreement,
to paralel those in agreements on goods (e.g. Article XX GATT) and services (Article X1V), and to
ensure that in the event of an irreconcilable conflict between measures to protect fundamental
policy considerations (such as protecting human health), and the rules of the multilateral trading
system, the former should prevail.

Encouraged by the growing public opinion that the TRIPS Agreement is jeopardizing the
achievement of important policy and ethical objectives, several developing countries wish to re-
open the TRIPS Agreement which they consider has proven to be unable to reach its main
objectives and has put a disproportionate burden on developing countries without providing them
with commensurate benefits. Moreover, developing @untries believe that, through the dispute
settlement, the main developed countries are trying to take out of the Agreement al the flexibility
which it incorporates. Without that flexibility, it would be extremely difficult for developing
countries to comply with the Agreement and to balance the protection of intellectual property rights
with the fulfilment of broad national policy-objectives. A revision of the legd text of the
Agreement could be accomplished through the general revision mandated under Article 71.1. In
reviewing the Agreement, some questions, such as the following, should be addressed: the extent to

82 M. stilwell, Strategy Notes on TRIPS and Health, CIEL Europe, May 2001



)
UNCTAD
Commercia Diplomacy Programme

which transfer of technology has taken place, the costs of implementing the Agreement in
developing countries and in LDCs, the implications for developing countries of the 20-year patent
protection rule, whether increased protection of IPRs s jeopardizing developing countries’ accessto
essential goods, whether IPRs have been abused by the right-holders etc. The review could broaden
the discussion to topics that are not clearly included in the Agreement, such as the protection of
traditional knowledge.

To achieve the above-mentioned goals, the WTO agreements establish a number of mechanisms
that may be used by developing and LDCs Members, including:

Palitical statements which could be made at the Ministerial Conference in Doha and lead to
immediate results;®®

Formal interpretations of TRIPS Agreement under Article 1X.2 of the WTO Agreement. On
the basis of a recommendation from the TRIPS Council, the Ministerial Conference or the
General Council could adopt aformal, binding interpretation of the TRIPS Agreement;

Waivers under Articles IX.3 and 1X.4 of WTO Agreement allowing derogation from WTO
obligation for a limited time. Waivers, however, are limited to exceptional situations, time
bound, regularly reviewed, and apply only to the individual WTO Members claiming them;
Amendments to the TRIPS Agreement under Article X of the WTO Agreement. The revision
mandated by Article 71.1 of the TRIPS Agreement could also be used for this purpose. The
ongoing review of the specific provisions under the built-in agenda, could also represent a
potential opportunity for amending the text of the Agreement.

Wheatever is the option that developing countries and LDCs will choose, it seems of crucia
importance to start building a common negotiating position from now. If the legal text of the
Agreement is reopened, developed countries will most likely mobilize a large number of experts to
make sure that the revised text reflects their own interests: the risk of a“TRIPS plus’ is not
excluded

Operative section

Before the expiry of the transitional period (31 December 2005) provided for in Article 66.1 of
the TRIPS Agreement for the LDCs, the TRIPS Council should agree on a further extension of
such period in light of an assessment of the difficulties faced by LDCs to implement al the
obligations of the Agreement;

The flexibility embodied in the TRIPS Agreement should be reaffirmed, as was recently
recognized by several developing and developed countries,

The language of Article 8 (Principles) should be strengthened to ensure that nothing in the
Agreement will prevent countries from taking the necessary measures to achieve public policy
objectives, including pblic health protection. In case of conflict between the achievement of
these objectives and the compliance with specific provisions of the Agreement, the former
should prevail. The strengthened language of Article 8 should be used to interpret the
provisions on compulsory licensing procedures (Article 31);

8 For example, at the Second WTO Ministerial Conference (Geneva, May 1998), Ministers adopted a
Declaration on Global Electronic Commerce where they declared that Members would continue their current
practice of not imposing customs duties on electronic transmissions and established a comprehensive work
programme in the WTO on global electronic commerce.

78



UNCTAD
Commercia Diplomacy Programme

The concepts of access to genetic resources on mutualy agreed terms, as well as the
requirements for prior informed consent and benefit sharing should be included in the TRIPs
Agreement. These objectives could be achieved by clarifying Article 29 (Conditions on Patent
Applicants) of the Agreement.

An international model for the legal protection of traditional knowledge should be developed
and subsequently included in the TRIPS Agreement.

The crucial needs of LDCs related to transfer of technology, as included in Article 66.2, should
be recognized and mechanisms should be serioudy explored in order to strengthen the
technology basis of LDCs, being transfer of technology one crucia pre-condition for their
devel opment.
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ANNEX 8

NEGOTIATIONS ON GEOGRAPHICAL INDICATIONSIN THE
TRIPSCOUNCIL AND THEIR EFFECT ON THEWTO
AGRICULTURAL NEGOTIATIONS IMPLICATIONS FOR
DEVELOPING COUNTRIESAND THE CASE OF VENEZUELA

David Vivas-Eugu™

I. Introduction. Il. Terminology and background references. 11l. Mandates for negotiations and
review of geographical indications in the TRIPS Agreement. VI. Continental vs. common law
approach. V. Main proposas and positions presented in the Council for TRIPS. VI. Risks and
benefits for developing countries in the Gls negotiations and reviews. VII. The qudity food issuein
the agricultura negotiations. VIII. Recommendations for developing countries. 1X. Specia
analysis of the Venezuelan situation. X. Concluding remarks.

l. I ntroduction

The objective of this research project is to reinforce the negotiating capacity of developing
countries, and more particularly of Venezuela, in specific areas of the built-in agenda of the World
Trade Organization (WTO). In this particular case, the research will refer to the negotiations on
geographical indications in the TRIPs Council and in the Council of Agriculture of the WTO. The
specific tasks to be accomplished are to analyze present legal standards and mandates, to study
possible risk and benefits for developing countries, to make negotiation proposals and to
recommend ways of implementing those proposals.

Before 1994, the protection of geographica indications (Gls) in internationa fora was
limited to three internationa instruments under the auspices of the World Intellectua Prog)erty
Organization (WIPO). These instruments are the Paris Convention®, the Madrid Agreement®, and
the Lisbon Agreement®”. Only the Paris Convention is a widely recognized international agreement
-- the other two still have only a small membership. It was during the Uruguay Round that trade in
intangibles was included for the first time in the multilatera trade negotiations, resulting in, among
others, Annex C of the treaty that created the WTO, which is called the Agreement on Trade-related
Aspects of Intellectual Property Rights (TRIPS). The TRIPS Agreement includes a section on Gls
and regulates the availability, scope and use of these intangible assets. The main differences
between TRIPS and the above-mentioned agreements were the large number of members, and the
possibility of acceding to the dispute resolution system of the WTO in case of any difference or
conflict of interests.

There were many aspects in the Uruguay Round negotiations that could not be concluded.
One of those areas was the negotiations within TRIPs concerning the establishment of a multilateral

84 Paper prepared for UNCTAD, 2001.

& The Paris Convention on Industrial Property of 1883. Last reviewed in 1982. Treaty administrated by WIPO.

% The Madrid Agreement concerning the international registration of marks of 1891. Last reviewed in 1989. Treaty
administrated by WIPO.

8 The Lisbon Agreement for the Protection of Appellations of Origin and their International Registration of 1958. Last
reviewed in 1979.
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system of notification and registration of geographical indications for wines. These negotiations
began in 1995 and up to now have not brought any real results. These negotiations were influenced
by the report of the Council for TRIPS to the Singapore Ministerial Conference, where members
called for work to be included in the multilateral register for wines and aso for spirits. All thiswith
the purpose of attracting more potential supporters to the negotiating process.

These negotiations have aso been complicated by two other elements. The first is the

mandated review of the chapter in TRIPS on geographical indications, where many developing
countries and countries in transition want to expand the scope of the future register even further to
include other products. The second element is the initiation of the negotiations on agriculture. Asa
consequence of the agricultural negotiations, links and relations between TRIPS and agricultural
issues have begun to appear in various areas -- for example, in food quality, MGOs, biotechnology
and plant varieties, etc.

. Terminology and background references

There is not a unique terminology f or Glsin the legal doctrine and in the above-mentioned
international agreements. There is also some confusion about the scope that terms such as indication
of source, appellation of origin or geographical indication might have. The first term we find is the
indication of source which means any expression or sign used to indicate that a product or a service
originates in a country, region or specific place (e.g., Swiss banks). The second term used is the
appellation of origin, meaning the geographical name of a country, region, or specific place, which
serves to identify a product originating therein and whose characteristics and qualities are due
exclusively or essentialy to the geographica environment including both natural and human factors
(e.g., Champagne, Parmigiano Reggiano). The Term Gl in the TRIPS agreement includes
appellations of origin but does not cover the indications of source. The TRIPS Agreement defines
Glsasfollows:

“Geographicd indications are, for the purposes of this Agreement, identifications
which identify a good as originating in a territory of a Member, or a region or
locality in that territory, where a given quality, reputation, or other characteristic
of the good isessentially attributable to its geographical origin.”®

As we can see, TRIPS includes several elements that should be taken into account:

- Glsidentify goods; they do not apply to services,

- Gls l(<1Io not protect ideas or procedures; they smply identify and differentiate productsin the
market;

- Thegood must be identified by a geographical name;

- Theidentification corresponds to a territory, region or locality. The geographical origin has
to exist in redity or hasto identify its origin;

- There must be a special link between the origin and the quality, reputation or specia
characteristics.

Gls play an important economic role. They serve to protect intangible assets congtituted by
market differentiation, reputation, and quality standards. They aso permit to attach the production
of an specific product to the territory from which its comes. Gls are not designed to be sold as

8 See art. 22 of the TRIPS Agreement.
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commodity goods or to have a hegemonic preponderance in the market; they are usually shown in
the market as a luxury good. On the other hand, Gls give the consumer confidence in the origin,
which is synonymous with quality and specia characteristics. The fields of production in which we
find a more common use of geographica indications, according to the register of the Lisbon
Agreement, are wine 69 per cent, liqueurs 8 per cent, general agricultural products 13 per cent,
others 10 per cent (including handicrafts, furniture, textiles, industrial and mining products, etc).

Culturaly Gls first saw the light of day in Continental Europe where they have been used
for centuries, especialy in France, Italy, Spain. The inclusion of both environmental causes and
human factors has given to the final product identified with a Gl a specia value added, thus
allowing the perpetuation of traditiona ways of production. Gls also give locdities an opportunity
to identify products that are collectively produced.

The TRIPS Agreement recognizes the importance of Gls and it has established a complete
set of rulesfor their protection. The main principles are the following:

Main legal principles of Glsin theTRIPS Agreement

Dual regime of Protection. TRIPS establishes alevel of absolute protection for wines and spirits and a level
of common protection for other products. The absolute protection consists of the prohibition to include
expressions such as “type, style, imitation, or like” in products that do not originate in the place indicated by
the Gl in question. Thislevel of protection demands the ex officio denegation or invalidation of any trademark
that includes a Gl identifying wines and spirits®®. For other products, it applies the common rules of the
section on Gls. This differentiation was a consequence of the interest of the European Union (EU) in
protecting their exports of wine. The EU also intends to complement the dual system with the future
mu ltilateral register of wines mandated in art. 23.4 of the TRIPS Agreement.

Protection of consumers. Members are obliged to provide the legal means for preventing the designation or
presentation of a good that suggests or indicates an origin different from the true place in such a way as to
mislead the public with regard to the geographical indication of the good®. This principle seeks to avoid
deceptiveness of a particular name and prevents consumers from being misled about the origin and the
quality.

Protection against unfair competition. Members of the WTO have to provide legal means against unfair
competition according to the Paris Convention® . Unfair competition is defined in the Paris Convention as
those acts of competition that are contrary to the honest practice in industrial or commercial matters®. The
Paris Convention also presents alist of practices that should be prohibited®.

Pre-eminence over trademarks. Members shall take action, ex officio or at the request of an interested
party, to refuse or invalidate registration of a trademark which contains or consists of a Gl with respect to

8 See art. 23.1. of the TRIPS Agreement.
% See art. 22.2 (@) of the TRIPS Agreement.
%1 See art. 22.2 (b) of the TRIPS Agreement.
92 See note 2, art. 10bis.
% |dem. Art. 10 bis enumerates the followings practices:
- All acts of such a nature as to create confusion by any means whatever with the establishment, the goods, or the
industrial and commercial activities of a competitor.
- Any faseallegation in the course of trade of such a nature as to discredit the the establishment, the goods, or the
industrial and commercial activities of a competitor.
- Anyindications or alegations which are liable to mislead the public as to the nature, the manufacturing process,
the characteristics, the suitability for their purpose or the quality of their goods.
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products not originating in the territory indicated and if such indication in the trade mark has been used in a
way that would mislead the public as to thetrue place of the origin ®*.

The grandfathering clause. This principle exempts the obligation of protecting those Gls that are not
registered in the country of origings. This clause must be clearly acknowledged by developing countries where
many Gls exist that are used in the normal course of trade but which have not been registered. This
requirement will be fundamental element in the functioning of any future multilateral register.

1. Mandates for negotiations on, and review of, geographical indicationsin the TRIPS
Agreement.

In the TRIPS Agreement and in the Ministerial Decision of Singapore of 1996, there are
several mandates for negotiation and review. These mandates started on different dates from 1994
onwards and they have been carried out without clear results. They could by their nature be specific
to Gls or general to the whole TRIPS Agreement. The mandates are:

A. The specific mandate for a multilateral register of wines

Art. 23.4 of TRIPS establishes that, in order to facilitate the Gls protection of wines,
negotiations shall be undertaken to establish a multilateral system of notification and registration of
the Gls for wines dligible for protection in those member countries participating in such a system.
As can be observed, this mandate is particularly restricted in its scope and was a conseguence of

“trade-offs’ between the European Union and the United States during the negotiation of the
Dunkd Draft in the Uruguay Round. This mandate came into force on 1 January 1996 and since

then, many proposals have been presented by members on how the mandate should be fulfilled.

Comments on the mandate for a multilateral register on wines
The mandate on amultilateral register of wines has some aspects that have to be underlined:

=  The mandate for negotiation is established to facilitate protection. It does not call for an improvement in
the present standards of protection.

= The mandate calls for the establishment of multilateral register -- not for a plurilateral register. There is
some discussion about the possible legal effects of the register. Some countries think that the effects are
erga ommes (they affect third parties). Others tend to see the effects as mere exercise of transparency.
Theword “notification” might have a content related to transparency, whereas thisis not the case with the
word “register” °® which has a binding connotation.

= The mandate is restricted to wines. To accomplish the inclusion of other products, consensus and
political will would be essential.

= The participation in, and use of, the system is voluntary. There is no contradiction between erga omnes
effects and a voluntary system. The erga omnes effect implies recognition of the elements of the register
by third parties. However, anyone could choose to participateor not in the system.

% See art. 22.3 of the TRIPS Agreement.
% See art. 24.9 of the TRIPS Agreement.
% Register: an official recorder or keeper of records. Merriam-Webster Collegiate Dictionary 1993.
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This mandate for wines has not proved very popular with the majority of members because, even if wine
is an important product for many countries, to initiate trade-related negotiations for just one single tariff-line
product would be burdensome. Wine production is mostly concentrated in certain European and East
European countries, United States, Chili, South Africa, Australia and Argentina, etc. There is not much
incentive for non-wine producersto agree to or to join in such a system.

B. The specific mandate for spirits of the Singapore Ministerial Conference

The Ministerial Conference Decision of Singapore annexed, as a part of its legal body, the
report of the Council for TRIPS of 1996. This report establishes that members will initiate
preliminary work with the objective of including spirits in the multilateral wine register as
contained in art. 23.4. The main characteristic of this mandate is that it does not have the same
legal hierarchy as the mandate for the multilateral wine register, asit is not part of the TRIPS text.
Nevertheless, it congtitutes a politicd mandate that exerts a great ded of influence in the
negotiations that are being held. Also the text does not imply the immediate launching into
negotiations. It only requires that preliminary work be commenced. The main defenders of this
mandate are Mexico and the United States on account of their tequila and bourbon production.

C. I nternational negotiations in accordance with art. 24.1

This article requires members to enter into negotiations aimed at increased protection for
individual Gls under art. 23. Arts. 24.1 and 23.4 have been interpreted as the legal basis for raising
the level of protection and extending the absolute protection of wines and spirits to other products
without changing the TRIPS Agreement. As we know, the protection for wines and spirits is
already “absolute’ in the sense that these products enjoy the highest level of existing protection
under the Gls section. There would therefore not be much sense initiating international negotiations
under art. 23 to improve standards of Gls that are already at the highest level of protection.
Therefore the term “individual GIs’ should be interpreted in a broader way so as to include other
products.

D. The mandate for review of the application of the whole section on geographical
indications contained in art. 24.2 of TRIPS

This mandate demands that the Council for TRIPS keep under review the application of all
the dispositions on geographic indications. According to art. 24.2, the first of these reviews shall
take place two years after entry into force of TRIPS and every two years thereafter. The first of
these reviews was undertaken when examining the notifications of the legidations of developed
countries and the second was prepared by way of questionnaires and proposals from specific
members. The second review has not yet been completed and the process continues. During the
latter review many countries have presented proposals for the improvement of protection and the
extension to other products of the negotiations of the multilateral register on wines and spirits. We
find in this group severa developed and devel oping countries.
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Comments on the mandate for the review of the section on Gls

Each review of the TRIPS rules may have a different nature. The title of art. 24 makes reference to
“International negotiations: exceptions’. In that sense, the contents of art. 24.2 must be seen as part of the
rules relating to all international negotiations, including of course the multilateral negotiations on wines. It
should also be take into account the reference to exceptions, which might be also form part of any review.

Thereview of art. 24.2 is oriented to the application of the entire section on Gls. Application usually
means “to put into use” °’. However, many developing and developed countries are of the understanding that
this particular review is not only established for the purposes of monitoring the fulfillment of the Agreement,
but dso to analyze the effects and possible improvement of the rules and the compromises made by the
parties. This approach has been complemented by the content of art. 24.1.whichs devel ops the main principles
that must be used in any negotiations that could be initiated under the section on Gls.

There are two main positions as concerns the interpretation of art.24.1. The first considers that any
review (art. 24.2) or negotiation (art. 23.4) must fall under the principles of increasing protection and not
refusal of present or future negotiations. This opinion is shared by those who want a higher level and wider
scope. The second opinion does not see any link with the review or the negotiations on a multilateral register
on wines. Countries that do not want changes or modifications to the Agreement tend to defend this option.

E. The general mandate for the review of art. 71.1 of TRIPS.

This mandate consists of the review of the implementation of the whole Agreement after
the expiration of the transitional period of four years for developing countries. It has not been used

by any member to discuss or to present issues related to Gls. However it could be useful should the
review of art. 24.2 not be successful.

V. Continental vs. common law approach

Members of the WTO have the right to implement their obligations through the methods
they consider most appropriate according to their own legal systems and practices. This has led to
two different ways of implementing the Gl section of TRIPS based on different philosophies -- the
first, through the Continental-based system of Gls, which has a public approach, and the second,
through the common law system of certification trademarks with a purely private approach.

Differences between the Gl s system and the certification trademark system

Geographical indications (Gl s) Certificationtrademark (CTM)

This is a public right. The identification
belongs to the State and the administration
corresponds to the regulating council.

Mainly designed to protect real identification
of the origin and its link with quality and
reputation.

This is a private right. The property and the
administration belongs to an association of
manufacturers or producers.

They are designed to certify quality,
characteristics, origin, materials, etc.

They have to be renewed after a certain
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Must be protected as from date of registration
up until the conditions that create them
persist.

Protection for Gls is based on ex officio and
private actions.

They have regulation for homonymous Gl.
Thereisno automatic collateral protection.

period of time. Fees have to be paid for each
renewal .

The protection of CTM is based on private
actions.

The issue of homonymous CTMs does not
exist. There must be just one right holder.
They have collateral protection. Protection
against use in other products such as T-shirts,

mugs, etc®

These differences are very evident in the present fulfillment of obligations. Many countries
have chosen to protect Gls using the certification trademark system. In this sense, if one specific
country wants to register a Gl in acommon law country, it would have to protect the GI through the
registration of a CTM in the national office. In the Andean Community Regime Decision 486,
thereislega protection for both Gls and CTMs. This type of dua system permits the protection of
foreign Gls as Gls and foreign CTMs as CTMs. Cross protection is not alowed, because it is
considered to be two different legal objects.

In the negotiations of the Council for TRIPS, each party wants to impose their own legd
system and incur the minimum legidative adjustment costs in the implementation of their
obligations. In the specific case of the United States, it is very unlikely that this country would
include any legal structures that do not have interna recognition or that have a strong state
influence. The United States does not consider itself a beneficiary of a Gls system nor does it share
the public rationale of the Gls. It will aways feel more comfortable with systems based on private
ownership and will avoid the establishment of any intellectual property rights of a public or mixed
nature. For these reasons, the above-mentioned differences have important consequences for the
current negotiations and in the cultural perception by members of the benefits and risks.

V. Evolution of negotiations and main proposals and positions presented in the Council
for TRIPS

The negotiations on Gls have not been handled separately as theoreticaly they could have
been according to the above-mentioned mandates. The reality has corresponded more to
negotiations with a homogenous tendency where the different negotiation mandates are mixed as
these have been entering into force. The first mandate for Gls that entered into force was relative to
the negotiations for a multilateral register of geographic wine indications. Here the discussions
have advanced very slowly, because many countries consider that initiating negotiations on asingle
product of the tariff line requires too much effort and would not give sufficient incentive to reach a
satisfactory outcome (only the European Union and Chile are interested in an exclusive multilateral
system for wines). Later on, and promoted mainly by two countries (the United States and Mexico),
a mandate for the report of the Council for TRIPS, annexed to the Ministerial Declaration of
Singapore, was added. This new mandate urged members to initiate preliminary work with the
objective of including spirits in the negotiations on the multilateral wine register. This preliminary
work has been carried out with the presentation of proposals to include spirits as part of a
multilateral register and notification system.

%8 The Protection of Geographical Indicationsin the US Lynne Beresford. WIPO Seminar on The International Protection
on Geographical Indications. WIPO Publications, 1999. Pag 39.
% Andean Decision 486 on Industrial Property. 14 September 2000.
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After the Singapore Ministerial Conference, the discussions continued to evolve. Two
specific proposals can be identified with respect to a multilateral register system for wines and
spirits as well as a flow of opinion leaning towards the expansion of the multilateral system to
include other products (see annex | with comparative proposals).

The EU presented the first proposal, which is characterized by a comprehensive procedure
for a multilateral register on wines and spirits. This proposal implies the application, registration
and opposition procedures. It has also an erga omnes effect as a consequence of registration. The
strength of the EU proposal is that it follows the specific mandates of art. 23.4 and the spirits
mandate of the Singapore Ministerial. Its main weakness is the lack of political support from other
members.

The second proposal was presented by the United States, Australia, New Zedland, Japan
and Chile. These countries wish to have aregister on CTMs and Gls of wines and spirits based on
transparency and without the erga ommeseffect. The strategy behind the first proposal isto avoid
the creation of an international register of Gls and, should one be established, it would have to be
limited and restricted to a smple exercise in transparency. The strength of this proposal is that it
does not involve any implementation costs. Itsweaknessis that art. 23.4 mandates the establishment
of amultilateral system for registering and notification of wines. The word “register” implies much
more than simple transparency. Usudly registers are created to give lega significance vis-a-vis
third parties, as opposed to databases which are normally created for transparency reasons and for
record-keeping. Another weakness is that CTMs are not regulated or included in the TRIPS text.
They are only a way of implementing nationaly the TRIPS obligations by means of the common
law system.

There is anumber of developing countries that are indirectly supporting the perspective of a
multilateral system based on transparency. These countries, including MERCOSUR members,
South Africa and Mexico, are exporters of agricultura commodities They consider that without a
real advancesin the liberalization of agricultural markets, no concession should be made to increase
the opportunities for European agricultural exports. They have even stated that, in the idyllic
situation of an open agricultural market, traditional holders of Gls would not stand any chance of
competing.

The third group is composed of the African Group, Cuba, India, Switzerland, the Eastern
European countries and certain Andean Community countries. This group wishes to raise and
extend the level of protection and the scope of the multilateral register of geographic indications to
other products besides wines and spirits such as tea, beer, rice, fruits, cacao, cheese, crafts,
industrial products and services. The reason for defending Gls as an intangible asset is driven here
by a distinctly commercial interest in increasing exports in those areas where developing countries
feel that they have acompetitive advantage.

The main legal negotiating argument of this group is the content of art. 24.1, which is
applicable to al negotiations under art. 23 of TRIPS, and the review process of art. 24.2. These
countries state that, in accordance with art. 24.1, members aim to increase the level of protection of
individual Gls. Thus, they interpret individual Gls asincluding Gls applied to all type of products.
On the other hand, the review process will complement this interpretation, giving enough space to
add any reform to the TRIPS text in order to consolidate the raising of standards and the extension
of the scope. The main limitation of this proposal is the possible need for an amendment of the Gls
section of the TRIPS Agreement.
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Extension of the multilateral system to other products

The extension to other products seems to be essential for many developing countries. They want to
make use of the excellent reputation of many of their exotic products in order to consolidate markets and
avoid misleading identification of products produced in other countries. Also, increased protection would
permit ex officio action by all WTO members against false indications of origin, thus reducing the cost of
protection in devel oped-country markets. Typical examples of products that have been wrongly identified or
identified without any guarantee of origin in many developed-country markets are: Persian carpets, Basmati
rice, Colombian coffee, tequila, etc. Moreover, there has been misappropriation of geographical namesfor use
as trademarks, such as Brazil for coffee or Barlovento and Chuao (regions of Venezuelan cocoa production)
for chocolates.

Gls can be applied to all sorts of products. Many examples can be found in the register of the Lisbon
Agreement. In this context, annex |l contains al Gls registered by differentiated products. This annex gives a
good picture of the type of products that have been protected by Gls in international fora. Also, there are
several products that could potentially enjoy such protection, for example, Basmati rice’®® (India), Curuba
fruit (Colombia), Long Jin tea (China), Sumatran and Guatemalan coffee, handicrafts from Taavera
(Mexico), marble form Turkey, Nouc Mam Fu Quoc sauce (Vietnam), etc.

In the preparatory negotiations of the 1999 Ministerial Conference in Sesttle, the issue of
Gls was discussed from two different approaches. The first, taken by developing countries, was
through the so called “implementation” process and the other comprised the compilation of
proposals aimed at establishing specific mandates for negotiatiors in the Ministerial Declaration.

The implementation process was the result of the constant and continuous declarations by
many developing countries, in which they stated that they could not fulfil their commitments to the
OMC because of structural problems, and the imbalance between rights and obligations originating
in the agreements of the Uruguay Round. In this context, several developing countries presented to
the General Council and to the Ministerial Conference of Seattle a consolidated text where they put
forward a group of proposals for finding the required equilibrium. Among these proposas there
were many making reference to the extension of the scope of protection of the Gls to other
products, including agricultural products and handicrafts. This process has not yet been completed.
However, there is little possibility of achieving concrete results in the TRIPS context except for
extensions of deadlines for fulfilling obligations.

During the discussions that preceded the Seattle Ministerial, several delegations presented
papers with the objective of modifying the status of prevailing immobility. These proposals were
the following:

1 Extension of scope of the multilateral register to products in different categories, presented
by the African Group,'®* Cuba, Honduras, India, Indonesia, Nicaragua, Pakistan, and
Dominican Republic, Sri Lanka, Czech Republic,'” Turkey,'® Uganda,'* Venezuela

100 Basmati rice is a plant variety. However, for India the name Basmati identifies the region of Punjab. This
caseissimilar to the Reblochon cheese in France. Thereisnot in the Savioe region avillage called
Reblochon. Nevertheless, Reblochon identifies a cheese originated in a particul ar region in the French Alps.
101 See WTO Document WT/GC/W/302.

102 See WTO Document WT/GC/206.

103 See WTO Document WT/GC/249.
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2 Initiation of work in collaboration with the WIPO for the creation of a multilateral register,
presented by Hungary.'®

3 Pursuit and fulfilment of the programme and mandates of the incorporated agenda of
TRIPS specifically of art. 23.4, presented by the European Union. '®

At the 3rd Ministerial Meeting in Sesttle, there were two Meetings of the “ Green Room™*®”
dealing with TRIPs issues. In these meetings, proposals for possible solutions were discussed. They
were went in the direction of including a paragraph in the Ministerial Declaration requesting
members to finalize work in the area of geographic indications and to establish an order of
preference among the existing mandates. The text would have to express in general terms the
following elements:

1 Finalization of the negotiations on the multilateral wine register, in accordance with art.
234.

2 Initigtion of work for the incluson of spirits in the multilateral register of wines in
accordance with the Singapore Ministerial Decision.

3 Initigtion of work on raising the level of protection and expanding the scope of the
multilateral register to include other products, in accordance with art. 24.2.

Comments on the informal solution presented at the Third WTO Ministerial Conference

The informal proposal presented during the negotiations at the Ministerial Meeting seeks to establish
a division of the negotiations according to the legal level of the mandates. It places at the first level the
mandate for the multilateral register and notification system on wines as coming directly from the TRIPS
Agreement. Then, at the second level, it includes the mandate on spirits as deriving directly from a
Ministerial Decision and at the third level it puts the initiation of work for an extension accordance with the
review process of art. 24.2.

The reasoning of the proposal is based on the legal hierarchy of the different sources of negotiation
and reviews. It takes neither the political considerations nor the link between arts. 24.1 and art. 23.4 into
account. Furthermore, it puts the issue of extension at the last level of the discussion and avoids mentioning
the question of increasing the level of protection for other products. A proposal of this nature will adversely
affect the interest of countries seeking an increase in the level of protection and the extension to other
products. If the EU succeeds in having a register of wines and the United States a register of spirits, these
countries will be very satisfied and there will not be any incentive to reach agreement or advance on the third
issue. The main asset of the countries seeking to raise the level of protection and extend the scope is a
political one. If they alow other countries to establish in a Ministerial Decision an order such as the one
presented, it would be difficult to get real results in the medium term and they would lose much of their
strength in the negotiation process.

At the end of the Seattle Meeting, there was no palitical will for a Ministerial Declaration
text, which is why the mgjor problems of the negotiations on Gls have till not been solved.

104 See WTO Document WT/GC/W/208.

105 See WTO Document WT/CG/W/294.

106 See WTO Document WT/CG/W/193.

197 Green Room is the meeting room of the Director General (DG) of WTO whose walls are painted on green. Thisterm is
used to indicate the high level meetings called by the DG for resolving sensitive situations during negotiations.
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At the meetings of the Council for TRIPS in 2000, the President initiated efforts to divide to
the agenda of discussion into two parts, corresponding, on the one hand, to the analysis of art. 23.4
and, on the other, to the analysis of art. 24.2, with aview to avoiding confusion and to give impetus
to the progress of negotiations. As a reaction to this proposal Bulgaria, the Czech Republic, Egypt,
Iceland, India, Kenya, Liechtenstein, Pakistan, Slovenia, Sri Lanka, Switzerland and Turkey
presented a document*®® in which they confirmed the legal arguments in favour of an extension to
other products and proposed a “basket approach”. This approach would take into consideration the

issue of extension as a full component of the built-in agenda and as the only way to get a
satisfactory result for al the members. This last reaction illustrates to what extent the discussion has

become political.

Recently, and as a consequence of the beginning of the agricultural negotiations under art.
XX of the Agreement on Agriculture, several countries have started to link negotiations between
Gls and the issue of food quality and traditionally manufactured products. Thislink has not for the
moment had a fundamental effect on the negotiations of the Council for TRIPS and of the Council
of Agriculture; nevertheless, it could become a moreimportant issue in the coming Ministeria or in
the framework of a new round of negotiations.

VI. Risks and benefitsfor developing countriesin the Gls negotiations and reviews

Raising the standards of protection and the establishment of a multilateral Gl system for all
types of products could, on the one hand, bring certain benefits, including:

Identification of the real origin of products or services,

Establishment of high levels of qudity control;

Linking of production to a specific territory limiting the movement of production
factors;

Promotion of manufacture of local products;

Facilitating and reducing cost of advertising;

Collective and regiona marketing of protected products;

Helping to establish market differentiation and access to a very specific group of
consumers,

Promoting tourism and touristic routes;

Informally identifying exotic products coming mainly from developing countries;
Protection of traditionally made products of al sorts -- the Gls include both
environmental and human factors.

On the other hand, certain risks and problems should be taken into account:

The use of the review of the Gls section as alegal argument could start up discussion
on the review for improving protection in other areas of TRIPS in accordance with art.
71.1.

Developing countries do not appear to be clear as to what kind of procedure they would
like to follow in amultilatera system. At least, for the moment, they have not presented
any proposals on what type of procedure they favour. If they do not present coherent

108 See WTO document. |P/C/W/204/Rev.1
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proposals, they would have to support the European or the United States or another
proposal structure.

Many developing country exports are potential, not real. They will not only need to
have Gls protection, but also comply with the tariff and non-tariff standards. For
example, in Africathere is asmall production of cheese made from camd milk, which
is a potentia product for Gls protection. However, this product has not been able to
comply with the sanitary criteria of developed countries. Gls do not guarantee
immediate market access.

Most Gls given as examples by developing countries exist as geographical terms. They
have not been registered nor are they subject to quality control. The lack of registration
is a very common problem for aimost all intellectua property rights in developing
countries. Thisis the case for many inventions and copyrights.

An opposition system could be expensive for many developing countries. An
opposition procedure can put developing countries in a weak position where
homonymous Gls are concerned. For example, the case of Rioja wine between
Argentina and Spain.

Most of the protected Gls are in the hands of developed countries. According to the
registers of the Lisbon Agreement, developed countries hold 70.4 per cent, the
countries in transition 23.3 per cent and the developing countries 6.3 per cent of the
total Gls demanded for registration in the Lisbon Agreement (see annex |1l of the
Lisbon Agreement registers by country).

VIl. Thespecificity food issuein the agricultural negotiations

The EU sees the issue of market access in the agricultural negotiations of WTO linked to
the issue of food specificity or food quality. This member considers'® that the differentiation of
products based on quality and traditional processes could increase benefits from trade and expand
consumer choice. Food specificity is believed to be a factor of importance in consumer choice
concerning agricultural products. From the EU perspective, there is an important demand for
products incorporating specific and identifiable characterigtics, including traditional know-how and
geographical origin. The way to include this issue in the negotiations is to pursue avenues for
promoting fair competition, consumer protection and proper protection of denominations linked to
food quality or food specificity. Accordingly they have proposed:

- establishing effective protection against usurping of names in the food and beverages
sector;

- making market access effective by ensuring that products which have the right to use a
certain denomination are not prevented from using such a name on the market.

- ensuring consumer protection and fair competition through regulation of labelling.

These proposals have not been very welcome in the agricultural negotiations, especidly by
the agricultural exporters who consider the EU as one of the most protectionist markets in the
world. Severa countries, including Australia, Canada, New Zeadland and MERCOSUR members
recognize the need to protect consumers and producers against being respectively mised or
deceitful. Also, equitable ways of controlling the safety of products should be sought. However,

according to these countries, the WTO already have mechanisms to guarantee these objectives in
the Agreement on Technical Barriersto Trade (TBT) and inthe TRIPs. In that sense, any approach

109 See WTO document G/AG/NG/W/18.
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based on over-redtrictive regulations, impediments to legitimate trade and restrictions on
competition should not be permitted. Finaly, these countries advocate that consumer options,
generic terminology and liberaization of markets should congtitute the main topics of the
negotiations.

Developing countries perspectives on the specificity food issue.

Developing countries should approach this discussion in a prudent manner. This issue can be
analyzed from three angles:

Market access: The Gls are a system to protect the identification of a product which evokes quality, special
characteristics and traditional methods of production. Gls do not guarantee market access nor compliance
with safety and consumer standards. For example, to have a Gl for bananas would not help Ecuador to gain
improved market accessin the EU.

Many developing countries recognize the benefits of Gls and the need for product differentiation.
However, quality regulations and the simple denomination of products can be used in a protectionist way and
set limitations on developing countries’ exports. An example of this situation was the case between the EU
and Peru concerning scallops. Scallops coming from seas other than the Atlantic coast of Europe are not
considered to be “Coquilles Saint-Jacques’. Here there were no Gls on Coquilles Saint-Jacques. The
differentiation was mainly based on arbitrary food classification schemes and not on real consumer perception
of the origin.

Many developing countries are also exporters of agricultural products, among which, Chile,
Colombia, some Central American countries, Kenya, MERCOSUR countries, South Africa, Thailand, etc.
These countries have big problems accessing the EU market due to high tariffs and strict technical
regulations. At the same time, they are not big users of the Gls system. For them, any discussion on food
specificity must first pass through a process of increased liberalization i n the agricultural sector.

Traditional methods of production: In this particular case, the mention of traditional methods is restricted
to agricultural products. Developing countries own a great richness and variety of food products based on
traditional know-how. They stand to benefit from increased access opportunities, especially to lucrative niche
markets in developed countries. The opening of markets reducing tariff lines to traditionally made products or
those manufactured by indigenous and local communities might help processes of economic integration and
revalorization of bio-products. Action in this direction plus adequate technical cooperation for the compliance
with technical regulations could increase the opportunities of economic elements left aside by the
globalization process.

The EU has at present a regulation on specific characteristics'*®. This regulation certifies distinctive
foodstuff products made with traditional raw materials or produced under traditional procedures. This

regulation might serve as a good example to illustrate how certification can be used for this type of product.

Labelling and eco-labelling regulations. Labelling and eco-labelling usually serve as a means of informing
the consumer of certain characteristics of products and to avoid misleading the consumer. They can be
voluntary or compulsory depending on the organization or authority that issues them and the objective of the
regulation. It can be said that, in many ways, they are linked to the certification trademark or they can useit as
a method of identification. The labelling and eco-labelling regulations are of deep concern for many
developing countries. They consider that this type of regulation may adversely affect export competitiveness

110 See EU regulation 2082 of certification of specific products of the 14July 1992.
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and act as a barrier to trade™* The main complaints of developing countries about the systems of labelling

and eco-labelling are the following:

- They are difficult for small enterprises and least devel oped countries to apply;

- The regulations do not take into account the type of materials or procedures used by developing countries;
- Thereisalack of consultation or negotiation schemes on the content of those regulations;

- Important difficulties in accessing environmentally friendly technologies;

- Lack of transparency in issuing regulations;

- Absence of flexibility and procedures of “equivalence’**? for developing countries.

These types of problem could be partially resolved by a process of simplification in the creation of
technical regulations, increased transparency and adequate technical cooperation.

VIII. Recommendationsfor developing countries.

As has aready been stated, the Gls system has the EU as its main protagonist. However,
many developing countries could have a very good potential to benefit from such a system. To
consolidate the benefits, action will be needed at two levels:

At the national level: It will be necessary to:

a gather information and prepare national inventories of products which could be protected
by Gls;

b. initiate educational pocesses with private industry and traditional producers on the lega
structure, benefits and registration procedures of Gls;

C. initiate processes of ex officio registrations in areas where the producers are very dispersed
or not well-organized;

d initiate educationa processes with producers on the functioning and sdlf-management of
regulatory councils;

e prepare, set up and implement technical norms that would guarantee the quality of specific
products;

f. anayze the international market possibilities of national products protected by Gls, study
tariff lines, sanitary and phytosanitary measures, technical standards, etc.;

g use the advantages of information technology in the promotion of products protected by
Gls. Many web-sites can be found related to wines,*™® tequila* cheese'® a
handicrafts;™®

h coordinate the actions of the agricultural and the intellectual property authorities in order to
promote the national registration of foodstuff Gls.

111 Exo-labelling and Trade. Edited by Simonnetta Zarilli, Veena Jha, and Rene V ossenaar in association with UNCTAD.
1997.

12 procedures for the recognition of technical regulations or certifications made by other countries or by other countries
companies.

113 See wwww riojanet.com (Spain) and www.export.cl (Chile).

114 See www.crt.org and www.icapal za.com (Mexico)

115 See Chesefromspain.com (Spain) and wwyy.ltalianmade.com (Italy)

116 See Superartesania.comSite for the sale of Venezuelan handicraft.
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At the international level: 1t would be advisable to:

a

IX.

keep a comprehersive approach or a basket approach to the results of Gls negotiations in
the WTO. Partid results in wines or in spirits will undermine the possibility of short or
medium+-term results for other products;

prepare a list of those Gls which are currently protected in developing countries. Examples
may show the existence of rea interest. Also, presentation of cases of misappropriation in
the Council for TRIPS might help to visualize the problems;

describe national experience with other productsin the Council for TRIPS;.

avoid links with agricultural negotiations in the WTO, unless it means better opportunities
for market access and transparency in technical regulations,

analyse the possibilities of joining the Lisbon Agreement in WIPO to enlarge the base of
international protection. Negotiations in the WTO might take years. It is necessary to
initiate international recognition of the Gls aready registered nationaly.

prepare draft texts of possible paragraphs to be included in the next Ministerial. This could
facilitate the work in high-level negotiations;

request technica cooperation from those developed countries interested in the
establishment of a multilateral register.

Special analysis of the Venezuelan situation

The Venezuelan lega framework on Gls is contained in the Andean Decision 486" on

Industrial Property. This Decision contains a chapter on Gls and al so regulates indications of source
and certification trademarks. Decision 486 is applicable in al the Andean Community member
countries™® and permits the mutua recognition of all nationally registered Gls. The protection
described in Decision 486 is based on the content of the Lisbon and TRIPS Agreements and it
contains several specific aspects that should be underlined:

1. Thedefinition of Gl includes human and natural factors;

2. It permits ex officio registration and considers, among others, regional and local
authorities as interested parties,

3. Itis applicable to al types of products and it gives absolute protection for wines
and spirits as well as other products. The authorization of use is applicable to all
producers or extractors that are located in the geographical area and who fulfil the
technical criteria of the Gls. The Gls belong to the State and not to the producers;

4. It permits the protection of Gls of third parties based on reciprocity;

5. It permits representation of producers organized in regulating councils. These
councils are authorized to initiate legal actions to protect the Gls reputation, against
illegal use, misappropriation and unfair competition, etc.;

6. It contains basic guidelines for labelling and label use.

As can be seen, the new Andean regime has been designed to respond to the needs of

developing countries. The rules are planned to encourage the use and filing of Glsin the sub-region.
In addition, from alegal perspective, the existence of a multilateral register would not be a problem
for Venezuelan legidation, which aready recognizes a sub-regional registration of Gls.

17 Comunidad Andina de Naciones. Andean Decision 486 of 14 September 2000. All the Andean Community Documents

can be found on the website comunidadandina.org.
118 Bolivia, Colombia, Ecuador, Peru and Venezudla.
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Gls have been used informaly in Venezuela shce colonia times. There were severd
products which used the indication of a region or a locality as a symbol of quality and specia
characteristics. The most important ones were the “rapé” or chopped tobacco of Barinas, cacao of
Chuao (which is ill produced), “afiil” of Lara (which is a plant extract used to colour textiles),
etc. Venezuela has little practical experience in the administration of Gls. Almost no denominations
are registered or protected. There are at present only two registered and pr otected Gls. The first is
foreign and corresponds to the Pisco from Peru and the other is national, corresponding to cacao
from Chuao. To have a better idea of legal practice in Venezuela, we list below some of the most
important cases relating to Gls:

Venezuelan casesrelated to Gls

Denomination of origin: Cacao from Chuao. As has been mentioned, this is the only national reglstered
Gl in Venezuela. It was the result of ajoint project of several governmental, regional and local institutions**
The particularities of plants, climate of the region and the fermentation procedure used by the community of
Chuao have been the elements that characterize this cacao. It is currently exported to high quality chocolate
manufacturers, especialy in France, Switzerland and the U K.

Duraznos from the Colonia Tovar . These are small peaches produced in a temperate area in the middle of
the tropics, grown and produced by German descendants. The fruit is in the process of registration and
recognition by the national authority. The majority of the production is consumed nationally and a small part
is exported to the Caribbean.

Chocolate Carenero Superior . Apparently a Venezuelan company called Chocolates el Rey has been usm
the denomination Carenero Superior for successful chocolate sales on the East Coast of the United States'?
The problem arises because, according to the SAPI,*?* no denomination of origin with that name has been
registered in Venezuela. Perhaps, what has happened is that Caranero Superior has been registered as a
trademark or as a certification trademark in the United States. This latest information has not yet been
confirmed.

Chocolate Barlovento Noir®. In the year 2000, Nestlé France (subsidiary of Nestlé, Switzerland)
introduced on to the market of that country a chocolate whose registered trademark is “Noir Barlovento®”.
The packaging of this chocolate included, apart from the trademark, an explanation of the origin of the cacao,
identifying Venezuela, and a map showing exactly where Barlovento is situated. The introduction of this
product on to the French market has both positive and negative repercussions for Venezuela. On the positive
side, it identifies the cacao originating in Venezuela as a high-quality product which is distributed on a large
scale to supermarkets in France. A negative effect is that a trademark registered in France has taken, without
authorization, an indication of source of a region of Venezuela The registration of this trademark could
prevent the future the use by Venezuelans of the same identification for chocolate. In this case, there exists a
situation of real confusion between the end-product chocolate and the original cacao .

Wines from Vifia Altagracia This case occurred as a result of the sale of a presuned Venezuelan wine in
Switzerland. This wine was identified on the label as “Rotwein aus Venezuela, Altagracia, State Lara,
Warehouses POMAR, Caracas, Venezuela’. According to Bodegas POMAR S.A. of Venezuela, they have
never exported wine to Switzerland. The Venezuelan expert and journalist, Miros Popi, states that this wine
probably consists of Bulgarian or Chilean over-production which is using the reputation of another country’s
product. This is a common misdemeanour involving the passing of a limited amount of production through a
unique and fast violation of intellectual property rightsin order to exhaust that excess. As can be observed,

119 Thlsgroup is conformed by the MPC, MCT, VCM, UEDA Aragua, FUNDACITE, COCET, y FONCREA.

See Magazine Venezuela at a Glance. Volume I. July 1999. Ministry of Foreign Affairs of Venezuela
121 \/enezuelan Autonomous Service of Intellectual Property Rights.
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there are two distinct problems, one relative to the indication of the origin (because the origin of the product is
false) and another related to a trademark used without authorization from the true right holder. Bodegas
Pomar S.A. is at present considering taking legal action in Switzerland.

Apart from these cases, many products can be found that would be suitable for Gls
protection in Venezuela, such as rum (Carupano, San Mateo and Vales del Tuy,), cheeses
(Guayanés and Pamizulia,), cattle (Carora), cookies (panelas de San Joaguin), coffee (Tachira and
Trujillo), rice (Acarigua), palms (Amazonian Chiri-Chiri palm), handicrafts (de los Andes, Quibor,
Tintoreto and Amazonas), various fruit and fish products.

As was mentioned earlier, the WTO member most interested in a multilateral wine register
is the European Union. A single register applicable to wines would rot be of interest to Venezuela
because it is not a large-scale producer of this type of product. With regard to the extension of
protection to spirits, Venezuela has a potentia interest in the case of rum, which is currently being
exported to Colombia, the Caribbean, Spain and the United States. As concerns raising the level of
protection of wines and spirits and the extension of the multilateral register to other products,
Venezuela has an ambivalent interna situation, because there are important potential beneficiaries
in respect of the cacao, coffee, fruit and crafts on one hand, and, on the other, there are severd
Venezuelan companies that produce cheeses under Italian and Spanish Gls names . Therefore, the
sales of these countries could be affected in their sales. In addition, if the protection were to be
extended to other products, Venezuela would not be allowed to use the denominations of those
cheeses or even use the mention of type, style or imitation. In this particular case, it would be
necessary for Venezuela to analyze what is more important:  the specific cheese sector or interest in
producing and exporting a wide range of products.

Apparently, there is sufficient evidence to confirm that Venezuela would be in favour of
extending the protection and the possible multilateral register to other products on account of the
abundant opportunities and competitive advantages of several products other than wine and spirits.
Furthermore, giving supporting to the European Union and other countriesin the establishment of a
register system could prove useful in requesting in exchange support in other areas of the
negotiations on issues such as genetic recourses, biodiversity and traditional knowledge; issues to
which the Andean Community and V enezuela atach great importance.

X. Concluding remarks

Interest in extending the multilateral system on wines to additional products is not a
North/South issue. The positions in the Council for TRIP have been set by commercidl, cultural and
legal perceptions. Currently, many developing countries acknowledge the benefits of the use of
their own Gls as appropriate tools for gaining access to certain market niches and improving their
marketing strategies. Nevertheless, aside from the EU and certain members of the Lisbon
Agreement, the benefits of a multilateral system on Gls are mostly potential. Those benefits will not
come automatically. They will have to be constructed and stimulated, especially in developing
countries. In the field of Gls, as well as in other areas of intellectual property, the lack of
registration and planned policies is till a prevaent in many developing countries. Usualy,
developing countries tend to transfer obligations derived from intellectua property rights
agreements without having policies to complement and obtain the greatest national benefit from
such legal standards.
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To achieve the purpose of the extension, it will be necessary to bear in mind the link
between arts. 24.1 and 23. Thisisthe only suitable legal argument for getting an extension without
changing the agreement. If countries bide by art. 24.2 adone, it could be argued that areview isnot a
negotiation but a smple analysis of the implementation. Also, the review will need an amendment
of the Agreement to include the extension. For these reasons, countries interested in the extension
must keep politica pressure on the “basket” approach and use the arena of the next Ministerial
Conference of the WTO in Qatar to gain more favourable legal ground. It is essentia that Ministers

expressy recognize the needs and new conditions in the world marketplace for the Gls protection
for al types of products.

As far as the link with agricultural negotiations is concerned, it seems that a link with the
TRIPS issues is not to be recommended. The discussions on agriculture include many issues of a
sensitive nature for developing countries, such as technical standards, sanitary measures and
labelling. These issues must be studied indepth internally by developing countries before making
any commitment that could affect their positions in the negotiations on agriculture. Moreover, for
agricultural exporters to introduce the specificity and quality food issue without more liberalization
would not make much sense.

Findly, Venezuela is a country that has had considerable experience in exporting
agricultural products of quality over the last century. Many of these products have survived the ail
age and have even maintained their historical quality levels. There are many national expectations

as regards exports of rum, cocoa and coffee. Venezuela tends not to export many agricultural or
agro-industrial products for mass consumption because their prices are not competitive on the
international market. Nevertheless, Venezuelan products do very well in specific high-quality and
high-price markets. It isjust in this sector of the international market where geographic indications
have their trade value and the consumer recognizes the geographic indication as a quality symbol.
In addition, promoting at nationa level legal mechanisms like the denominations of origin, the
collective marks of certification trademarks can have a favourable impact on access to international
markets where the expense of entering into the distribution chain and the costs of advertising are

very high.

Venezuela has to follow closely these negotiations in other to formulate clearly its position
with respect to the extension. It will also be necessary for Venezuela to establish national guidelines
for the development of ingtitutional mechanisms to take advantage of the possible results of the
negotiations. The work of Venezuela should be focused more on the domestic scene where much
needs to be done to establish an efficient national system of geographic indications that wauld
foster the promotion and development of its products.

Geneva, January 2000
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Annex |

The main proposals and opinions in the negotiations on geographical indicationsin the TRIPs Council

Proposal form E.U. ™

Proposal form Canada, Chile, Japan,
and the U.S*%

Countriesin favor of
an extension®.

Legal base Art. 23.4 of the TRIPs. Art. 23.4 and text of the TRIPs Report of | Art. 23.4 together
1996. with art.24.1 and 24.2.
Scope of the register Main interest: wines. Main interest: wines spirits. Main interest: Other

No opposition to the
extension to other foodstuff
products.

No opposition products covered by the
TRIPs.

products. Including
foodstuff, handicraft
industrial products,
and services.

Nature of the system

Voluntary. No creation of
new obligations.

Voluntary. No creation of new
obligations.

Voluntary. Elevation
of protection for other
products to the wine
and spirits standards.

Procedur e of
registration/notificatio
n

Procedure of registration
before the WTO Secretariat.
The application must include

list of national registered Gls
that fulfill the definition of

art. 22.1 and elements of
proof.

Procedure of notification for Gls
protected according with their national
legislation beforethe WTO Secretariat.

Creation of adatabase with all the
information about the characteristics of

national protected Gls.

Not mentioned.

.. Op
position
procedure
and conflicts

Procedure of examination
and negotiations for the
presented Gls. In case of
conflicts the partsinvolved
can usethe dispute
settlement system of WTO.

Not necessary. Use of Dispute settlement
system in case of a conflict.

Not mentioned

Legal effects Erga Omnes effect. Legd Only transparency. No existence of Erga Omnes effect.
effects to all members. international effects. Only national Lega effectsto al
registered Glswill be protected. members.
Future work Thereisnot any call for Review after two years. Action for

future work.

modification of the
TRIPstext toimprove
level of protection.

Linkswith the

agricultural
negotiations

They want recognition of the
link between Gls and the
food quality issue.

Members of the Cairns Group do not
recognize any relation with agriculture.

They want

recognition of thelink
between Gls and the

food quality issue.

122 Al members of the European Union (document IP/C/W/107.rev.1). This proposal have been opposed not only by
Anglo Saxon Countries but also by agricultural producers as Argentina and Brazil.
123 See document 1P/C/W/133/Rev.1
124 Bulgaria, Czech Republic, Egypt, Iceland, India, Kenya, Liechtenstein, Slovenia, Sri Lanka, Switzerland and Turkey
presented a paper on the issue of extension in the TRIPs Council (document IP/C/W/204.rev.1). In the other hand Some
ASEAN countries, Egypt, Iceland, Morocco, Peru, Sri Lanka, Tunisia, Venezuela, and several African countries have also
favoured and support this position but they have not recognize until the moment the links with agricultural issues.
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Annex |1

The Lisbon agreement register: demanded Gl registration by product

\Wines and wine products

Spirits

Cheeses and milk derivatives

\V egetables, legumes, fruits and cereals
Mineral waters

Beers

Meat products

Pastry and cookies

Spices

Honey

V egetables oils

Odorant plants and extracts
SUB-TOTAL AGRICULTURAL PRODUCTS
'Tobacco and cigarettes

Ceramic and ceramics products
Clothes and textiles

Cristal and glass products

Jewelry

Products for domestic use and furniture
Handicraft

Musical instruments

Arms

SUBTOTAL INDUSTRIAL AND ARTISAN PRODUCTS
Marbles, stones and mineral products
Kaolin and clay

Salts

SUB-TOTAL MINERAL PRODUCTS

[TOTAL

538
72
56

Ne2arH@rroNo s B8

&

64.7%
8.7%
6.7%
3.1%
1.9%
1.3%
0.8%
0.5%
0.5%
0.5%
0.2%
0.2%

89.3%
4.0%
1.2%
0.8%
0.5%
0.5%
0.2%
0.2%
0.1%
0.1%
7.7%
2.0%
0.5%
0.5%
3.0%

100.0%
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Annex 11

Demanded Gl s registration under the Lisbon agreement by country

TOTAL

France 560| 67.4%
|srael 1 0.1%
Italia 17 2.0%
Portugal 7 0.8%
Subtotal for developed countries 585| 70.4%
Bulgaria 47 | 5.7%
Czech and Slovak Republics 120 14.4%
Hungary 27 3.2%
Subtotal for economiesin transition 194 23.3%
Algeria 22 2.6%
Cuba 18 2.2%
Mexico 4 0.5%
Tunisia 8 1.0%
Subtotal for developing countries 52 6.3%
831 | 100.0%

O Framce
Oltaka

B Frlzaria
B Hungary
. Cuba

B Turasia

H [arasl

O Portugal

W Crerh and Slovalk Rephlies
O Algeria

| Mexizo
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ANNEX 9

TRAINING PRESENTATIONS

are available in MS Powerpoint format

1-TRIPS

2 - GEOGRAPHICAL INDICATIONS

3 -TECHNOLOGY AND INVESTMENT
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