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According to the WTO agreement on
Trade-Related Intellectual Property
Rights, “the protection of intellectual
property rights should contribute to the
promotion of technological innovation
and to the transfer and dissemination
of technology”. This was envisaged for the mutual advantage of
producers and users of technological knowledge. There is mixed
evidence on whether a strong regime for IPR protection has
resulted in increased innovation and deep diffusion of technology.
Recent developments, particularly in the area of standard-essential
patents, suggest that stringent protection of IPRs could impede
technology advances in the developed and developing countries.
Since many technical standards are based on a particuler
technological innovation which encompasses a patent(s), those
adopting technical standards are required to pay a cost in the form
of royalty to the patent holder. If patent holders of proprietary
knowledge, required for utilizing a particular standard, engage in
abusive monopolistic practice, this would have a severe adverse
impact on smooth inter-operability and compatibility of various
technological devices and applications. Some of the recent cases
before competition authorities in the USA and European Union
suggest an increasing trend towards abuse of market power of
IPR holders potentially reducing the dissemination of knowledge.
It is in this context, fair, reasonable and non-discriminatory terms
of licensing of patents that are essential for standards has become
increasingly relevant. Policymakers, economists and legal experts
need to carefully monitor and evaluate the emerging jurisprudence
in the area of anti-trust/competition law in order to ensure that
the objective of promotion of technological innovation and the
transfer and dissemination of technology is achieved for the mutual
benefit of producers and users.

(Dr. Surajit Mitra)
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Emerging Opportunity for Indian Manufacturing
Exports: Compilance under US Unfair Competition Act
K. Rangarajan*, T. Chaturvedi** and Ankit Agrawal***

The recently passed Unfair
Competition Act (UCA) law in
the US prevents companies
from buying any product
manufactured out of pirated
versions of software or
hardware used anywhere in the
systems of the exporting firms
to the US. This has shifted
preferences of the US buyers
from quality, pricing, duties, etc.
to buying from countries using
legal IT in their manufacturing
process. An interesting
observation is that the most of
competing suppliers to the US
have much higher IT piracy
rates in the manufacturing, thus
giving a business opportunity
for Indian manufacturing
exports in the US. The study
has explored such possibilities
& suggested how different
sectors are likely to respond to
early compliance benefits. The
study has also prioritized
different sector for Indian policy
makers to act on.
* Professor & Head, IIFT-Kolkata
Campus and Centre for MSME
Studies at IIFT.
* Assistant Professor,
Indian
Institute of Foreign Trade, New
Delhi.
***Alumni of IIFT MBA(IB) 2011-13.
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Introduction
T HE evolution

of IT sector
globally has brought in huge
changes in the manufacturing
sector
through
effective
integration of upstream and
downstream linkages in the value
chain. The intensive use of
technology by China and other
competitors in Asia is visible in
the increasing trade share of these
countries in the global market. On
the other hand, infusion of
relatively poor IT intensity and
lack
of
technological
advancement in the Indian
manufacturing processes have
been largely responsible for its
poor performance in world
market, thus lagging behind
China, Thailand, and the rest of
Asia.
While the emergence of
technology in these countries has
brought
in
humongous
advancements
in
the
competitiveness
of
their
manufacturing sector; however its
legitimate and responsible usage
always remained questionable.
Lack of effective enforcement of
Intellectual Property Rights and
compliance laws at the global
level have therefore raised
concerns by the genuine
businesses in the world on the
adaptability
of
such
advancements in the IT sector.
Taking cognizance of such a
situation some states in the US

have enacted a law called Unfair
Competition Act (UCA).
“Under this act, a business that
manufactures a product while using
stolen
or
misappropriated
information technology in its
business operations engages in
unfair competition when the product
is sold in Washington, either
separately or as a component of
another product, in competition
with a product made without use of
stolen IT. The law also implies that
a US Company selling within the
State of Washington is responsible
for the suppliers who may be located
anywhere in the world. It applies to
all manufactured products and to all
suppliers from any country, and
allows the Government to block the
US Company from selling the
finished product in the State and
compel them to pay damages
for what either the Company
themselves or their overseas
supplier(s) did”.

Possible Implications for
Indian Manufacturing
Sector
Indian exporters have been
finding it difficult to compete in
the US with other competing
suppliers. The largest suppliers to
the US imports of goods
comprises of 15 countries
capturing more than 75 per cent
of the total US imports from the
world. India is facing tough
competition from countries like
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China capturing the market share
of almost 18.4 per cent followed
by Canada (14%), Mexico (11.7%)
and Japan (5.9%). Other minor
players emerging recently include
Saudi Arabia, Venezuela, Chinese
Taipie, Ireland, etc.
Sector-wise analysis indicates
a similar trend wherein China’s
share in total imports into the US
is much higher as compared to
India except for certain goods like
electronics, electrical goods,
chemical goods, automobile
sector goods, iron & steel,
engineering goods and aerospace
products. Other competing
countries include Pakistan,
Bangladesh and Thailand for
textiles; Thailand, Argentina and
Vietnam for iron & steel products;
Argentina, Vietnam, Indonesia
and Nicaragua for most of the
processed food items, etc. Apart
from these, there are emerging
suppliers from countries like
Venezuela, Nigeria, South East
Asia, Peru, Algeria, etc. South
Korea also enjoys considerably a
much more favorable position
than India but do not provide
high competition to India as that
of China.

Advantage India: Lesser
Piracy Rates in India than
China & South East Asia
UCA clearly states that State
may take actions against US
companies if they are found
undertaking any business
transaction with companies which
are using pirated software.
Therefore, there is an obvious
shift witnessed in preferences of
the US buyers from buying ONLY
from the IT compliant firms. It
follows that they will also choose
to trade with countries where use
of pirated software is minimum.
It has been witnessed that the
piracy levels in India is still lower
than many competing countries
including China (78%), Bangladesh (90%), Sri Lanka (86%),
Vietnam (83%), etc. (Figure 1)
UCA therefore brings good
news to the Indian exporters of
the select sectors since the impact
of UCA on these countries with
higher piracy rates would be more
severe on account of two reasons.
First, the existing level of use of

stolen IT is already very high in
comparison to India. Secondly, the
awareness level especially the
SMEs is relatively low. Therefore,
the question of the hour is how
should the Indian manufacturers
take benefit of the situation
emerging of UCA compliance
requirements?

Methodological Framework
In light of the fact that UCA
would result in an obvious shift
in the preferences of the US
buyers from buying ONLY from
the IT compliant firm; it was
assumed that apparently the
benefit would go to those
countries where the firms were
being recorded as IT compliant.
These assumptions, however, led
to an interesting set of questions
as listed below:
(1) Does the benefit out of the
law under UCA flow equally
to all those countries
exporting to the US? If yes,
where
does
Indian
manufacturing sector stand?

FIGURE 1

Losing out its share in US
imports may be attributed to
better price competitiveness
leading to high CIF prices of our
manufactured goods as in case
with China; prevalence of
regional trade agreements (RTAs)
between the US and competing
suppliers (NAFTA), preferential
treatment in the US market to the
LDC as in the case of Bangladesh
and delivering better quality. In
such a scenario, there are not too
many options for Indian
exporters to retain or increase
their market share in the US.
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(2) Can this business opportunity
be reaped equally by all
manufacturing
sectors
operating in a particular
country, in our case India?
(3) If not, which factors will
drive this opportunity?
(4) Which sectors will be more
benefitted as compared to the
others?
(5) Which of these sectors need
policy attention on priority
basis?
With the aim of analyzing the
business opportunity for Indian
manufacturing exports to the US
market in light of the law under
UCA by virtue of its lower piracy
rates vis-a-vis its competitors in
rest of the world; it was assumed
that India would be able to
exploit this opportunity only if it
had the comparative advantage
to supply and at the same time

the import demands in the US
were on rise and subsequently
US buyers were ready to accept
products of Indian origin.
The methodology was
therefore
built
with
an
assumption that for tariff lines in
which India had witnessed high
growth rate and also carried high
comparative advantage, India
should have emerged either as a
major exporter or have a
reasonable presence in the
international market, including
the US. Any violation of this
trend had encouraged the
researchers to look into the
possibilities of the reasons
hampering this growth. This may
be attributed to the prevalence of
regional trade agreements (RTAs)
between the US and competing
suppliers including NAFTA,
Thailand, Ghana, Indonesia,
Kenya, Kuwait, Malaysia,

UCA Benefit Index

Use of IT
in the sector
India/OCS
Piracy rate
in the sector
india/OCS
Cost of
IT in the
total cost

India's
share in
total US
imports

IPR enforcement
in competing
countries

Suitability
of IT related
Infrastructure

Awareness
about Unfair
Competition Act

UCA
implementation
across states
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Suitability
of IT related
policies across
Indian States

Mauritius, Mozambique, UAE,
Ecuador and Qatar. Hence, a
sectoral analysis was conducted
of all such sectors which were
included in various trade
agreements signed between the
US and other international
suppliers in sectors of export
importance
to
Indian
manufacturing sectors.
It was also assumed that the
sectors depicting the above trend
and witnessing poor share in the
US market may be facing
restricted acceptance due to
higher prices emerging out of
poor use of IT and low
technological interventions.
Hence after identifying the
sectors with declining trade
flows between India and the US,
it became essential to identify the
sectors where IT usage were high
in India as compared to other
competing suppliers. After having
analyzed the countrywise and
sectorwise IT usage, the next step
was to understand the piracy
rates prevalent in these countries.
A higher piracy rate would be
directly linked with the emerging
business opportunity for Indian
manufacturing and exports
sectors. Similarly, a higher piracy
rate in India would be deterrent
to capitalizing on this emerging
opportunity and hence would
demand special and serious
attention. Countries including
China, Saudi Arabia, Israel
Venezuela, etc. were found to be
much more alert and active on IPR
enforcement. Therefore, the
likely impact of the law under
UCA also depended on the level
of IPR/UCA enforcement in
India versus other competing
countries. A detailed analysis of
these efforts was made across all
the major competing countries for
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To find out to what extent
and against which countries/
products does this opportunity
exist, a cross country analysis of
the piracy levels vis-a-vis their
import share of manufactured
goods in the US was conducted.
As indicated earlier, the poor
share and competitiveness of
Indian manufacturing products
had been witnessed as compared
to other suppliers like China,
Canada, Mexico and Japan.
Assuming that UCA law may
result into shifting priorities of
the importers from all other
prominent factors like pricing,
trading agreements, quality, and
standards to only IT compliance,

4

TABLE 1
Scenario

(i)
(ii)
(iii)
(iv)

Import share

Competing Country Status
Piracy rate

UCA impact for India
(opportunity versus threat)

Low
High
High
Low

High
High
Low
Low

Maximum opportunity
Emerging Opportunity
Maximum threat
Moderate threat

FIGURE 2

High

UCA Benefit: India versus
Competing Suppliers in
the US

In the case of China and
Venezuela, the situation is
slightly different. These countries
have a better share in the US.
With piracy rates being higher in
these countries than India, there
is an expected shift of the
preferences of US buyers away
from these countries in favour of
India. While lower piracy rates
and higher share give advantage
to India, at the same time an
opposite scenario unfolds, which
extends threat to Indian
manufacturing exports. This
would mean competition for
Indian manufacturing exporters is
likely to become intensive in
sectors currently supplied by
Canada, Mexico, Japan, Korea,
Saudi Arabia and UK.

The matrix (Figure 2) brings
forth the emerging opportunity for
India in the sectors/product lines
currently supplied by Philippines,
Indonesia, Vietnam, Nigeria, Iraq,
Thailand and Russia since India
already enjoys a better share in the
US imports as compared to these
countries. Existing higher piracy
rates in these countries will give an
additional benefit to India.

Emerging Opportunity

Maximum Threat

China, Venezuela

Canada, Mexico, Japan,
Korea, Saudi Arabia, UK

Highest Opportunity

Moderate Threat

Philippines, Indonesia,
Vietnam, Nigeria, Iraq,
Thailand & Rusian
Federation

Chile, Sourth Africa, Austria,
Australia, Costa Rica,
Kuwait, Netherlands,
Israel, Columbia, Malaysia,
Switzerland, Brazil

Low

Finally an effort towards
measurement of the emerging
business opportunity for Indian
manufacturing and export sector
had been made by developing a
"UCA benefit Index" based on
these factors including the use of
IT in the sector, cost of IT in the
overall cost, piracy rate in India
in the sector, use of IT in
competing countries, piracy rate
in competing country, India's
share in total US imports,
awareness about UCA law, IPR
enforcement in the competing
countries and suitability of IT
infrastructure and policies and
UCA implementation across
Indian states.

a clear advantage to Indian
exporters of the manufactured
goods goes against countries
where the import shares in the US
market is low paralleled with high
rates of piracy. This brings us to
four scenarios of opportunity/
threats for India vis-a-vis other
suppliers to the US as shown in
Table 1.

Import Share in the US (%)

the identified sectors and
countries
were
ranked
accordingly.
Better
the
enforcement and awareness in
those countries, lower was the
opportunity for India.

Low

High
Piracy rates (%)

FOCUS WTO, April-June 2015 (Vol. 17 No. 2)
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Sectors/Products
Benefitting from UCA
Compliance: Incentive
for Indian Exporters
A broad country-wise
analysis has provided a detailed
scenario with regard to India’s

stand as against other global
players in the US by virtue of
demonstrating supply capabilities
from India and high import
demand and acceptability in the
US. The sectors expected to reap
benefit by UCA compliance
turned out to be gems and

jewellery, worn clothing, musical
instruments, pharma, knitted or
crochet fabric, essential oils,
sports goods, metal products,
engineering goods, organic
chemicals, electronic, laminated
textile fabric, ship base metals,
misc. chemicals, woven fabric,

ANALYZING ROLE OF PIRACY AND IT USAGE TOWARDS UCA BENEFIT INDEX
Sectors

UCA advantage to India due to higher
piracy for products with high TII with
the US

UCA disadvantage
due to high Piracy
rate in India

UCA disadvantage due to high
IT usage in competing countries

Gems and Jewellery

Very tough since piracy levels lesser
than India in all

Very tough (all countries have
better IT usage.)

Tanning, dyeing extracts

Moderate (except China all compliant)

Very tough (all countries have
better IT usage.)

Worn clothing

Very high

Moderate

High (against Vietnam, Indonesia,
Honduras and Cambodia)

Miscellaneous chemicals

Lesser

Moderate

Moderate

Organic chemicals

Lesser

Moderate

Moderate

Leather

Highest (China maximum share)

High

Moderate (against Vietnam)

Woven yarns

Advantage against all

Moderate

High (against Vietnam, Indonesia,
Honduras and Cambodia)

Essential oils

Lesser

High

Moderate

Articles of apparel

Advantage against all
(knit or crochet)

Moderate

High (against Vietnam, Indonesia,
Honduras and Cambodia)

Plastics

Very high

Moderate

Very tough (all countries have
better IT usage.)

Pharma

Very tough since piracy levels
lesser than India in all

Low

Very tough (all countries have
better IT usage.)

Metal

Very high (against China and Taiwan)

Moderate

Very tough (all countries have
better IT usage.)

Footwear

Very high (against China, Vietnam
and Indonesia)

High

Moderate (against Vietnam &
Indonesia)

Rubber

Very high (against China, Vietnam
and Thailand)

Low

Very tough (all countries have
better IT usage.)

Laminated textile fabric

Lesser

Moderate

Very tough (all countries have
better IT usage.)

Electrical, electronic
equipment

Very high (against China and Taiwan)

Low

Very tough (all countries have
better IT usage.)

Engineering goods

Very high (against China)

Moderate

Very tough (all countries have
better IT usage.)

Glassware

High (against China)

Low

Very tough (all countries have
better IT usage.)

Auto components

Very tough since piracy levels
lesser than India in all

Low

Very tough (all countries have
better IT usage.)

Source: IIFT Compilation.
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rubber, cotton, carpets, articles of
apparel, construction material,
silk, glassware, and leather.
However, it was assumed that
this benefit would vary amongst
the identified sectors due to the
differences in their IT usage, IT
cost in the total cost, piracy rate
in India versus the competing
countries, IT usage in competing
countries, awareness about UCA
law and IPR enforcement in the
competing countries. The effect of
all these factors were brought
into a model developed as “UCA
benefit Index”.

Since the statistical assumptions (Table 2) were getting
violated for ANOVA, robust
variance (Welch) test was applied
to check the level of significance.
Results were indicative of
significant difference in levels of
opportunity and threat across the
sectors. After this, a post hoc

pairwise test for sectors was done
to check the significance between
each pair of sectors. An opportunity- threat potential was developed based on the mean scores
of these responses. (Table 3)
The results of Welch test
indicated the level of significance.

TABLE 2
ROBUST TESTS OF EQUALITY OF MEANS

Opportunity Potential

Threat Potential

Statistica

df1

df2

Sig.

Welch

32.769

10

66.496

.000

Brown-Forsythe

16.895

10

117.695

.000

Welch

12.136

10

68.981

.000

5.202

10

126.949

.000

Brown-Forsythe

UCA Benefit Index:
Statistical Evidence
It is pretty clear by now that
the factors listed above certainly
drive the decision of impacting
the extent of business opportunity
incurred by a sector as per the
UCA law. Few independent
variables depicting positive
impact have extended an
opportunity to the sector under
UCA regime, while few others
depicting negative impact
demonstrates threat. These
independent variables certainly
varied from one manufacturing
sector to another, the combined
effect of these variables would
also vary bringing more benefits
to some sectors as compared to
the others. These factors
therefore acted as independent
variables towards developing a
statistical model of UCA benefit
index as per the following
research hypothesis:
Ho: There is no significant difference
in the opportunity emerged out of
UCA across sectors
Hi: There is significant difference in
the opportunity

6

a

Asymptotically F distributed.
TABLE 3
OPPORTUNITY VERSUS THREAT FOR INDIAN MANUFACTURING SECTORS
UNDER UCA LAW
Industry

Mean

Std. deviation

Std. error

6.92

1.55

0.31

Chemical

10.79

1.369

0.366

Electrical

8.25

1.983

0.496

Electronics

9.33

1.589

0.41

Engineering

8.14

1.703

0.455

8

1.183

0.357

Auto

Opportunity Potential

Gems
Glassware

Threat Potential

7.3

0.483

0.153

Iron and steel

7.14

1.39

0.296

Leather

5.17

0.637

0.13

Other

7.45

2.605

0.583

Textiles

6.65

1.082

0.156

Auto

7.32

1.464

0.293

Chemical

8.93

0.997

0.267

Electrical

8.69

2.024

0.506

Electronics

7.93

0.458

0.118

Engineering

8.07

0.616

0.165

Gems

6.73

1.009

0.304

6.3

0.483

0.153

Iron and steel

7.27

1.162

0.248

Leather

7.79

1.693

0.346

Other

7.55

1.82

0.407

Textiles

7.21

1.352

0.195

Glassware
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The opportunity versus threat across sectors in question indicated
following combinations:
Opportunity

Threat

Sectors

High

High

Electrical, chemical, electronics, engineering goods

High

Low

Iron and steel, gems and jewellery, glassware and others

Low

High

None

Low

Low

Leather, auto components, iron and steel, textiles

Conclusion
IPR issues are an important
feature of the new global
economy and play a critical role
especially in a knowledge based
economy. Unfair Competition
Act may be a blessing in
disguise
for
India
for
improving its competitiveness
in the US market as the piracy
rates are relatively lower
compared to the competitors
from the rest of the world, by
providing an opportunity for
industry to cut costs, increase
productivity and improve
quality by becoming IT
intensive. India can encash a
huge opportunity by quickly
adhering to the licensed
software and increase its
competitive edge in SME
predominant sectors like
chemicals, textiles, leather and
gems and jewellery. Moreover,
considering higher IT usage by
the competing countries across
almost all sectors in question,
India needs to expedite its IT
applications in these sectors.
Currently, levels of ICT
adoption in India have been

found ranging from medium to
low. Most of the IT adoptions
if found high were in
applications dealing with
finance typically reported in
case of auto components,
chemicals, gems and metal.
While auto industry has been
seen using IT prominently in
finance, design and production;
chemicals have been found
using it in ERP applications as
well.

Analyzing Role of State
Level Interventions to
Derive UCA Benefit
A regional analysis of IT
policies of states was conducted
and UCA readiness index across
Indian states having prevalent
presence of SME clusters was
developed. It was assumed that
states with better infrastructure
in place will have higher
probability of enhancing the IT
usage
and
hence
the
manufacturing clusters present in
these states have better chances
of reaping benefits in the UCA
regime. Finally, it was reported
that certain states in the country

have taken lead in UCA
compliance and it was obvious
to assume that benefits to the
units operating in these states
will be higher. There is a strong
need to prioritize UCA
compliance in states including
Gujarat, Tamil Nadu, Kerala,
Karnataka and Andhra Pradesh
considering the fact that most of
the sector specific clusters
expected to derive benefit out of
the UCA are located in these
states currently leading to
disadvantage
to
sectors
including leather, plastic,
pharma, metal, electronic and
electrical goods highlighting
need for better enforcement in
these states.
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Intellectual Property Rights (IPR) in An Era of
Digitization and its Impact on the Banking and
Financial Services Sectors
Arani Das*
Introduction
In this era of digitization, issues
related to intellectual property
rights (IPR) have become more
complex with many of the
traditional boundaries becoming
murky due to open use and
access of information with the
prevalence of social media,
cloud computing, data mining
and other technological
progressions. The impact of
this has been profoundly felt in
the Banking and Financial
Services sectors where
digitization took time to hold root
but the pace since then has
been astounding. However, in
this haste to beat competition
and provide superior offerings in
terms of technology enabled
product and services can land
the firms in trouble related to
IPR issues. Banks have to be
careful about licensing of web
services and implement
efficient data management
systems while dealing with
sensitive customer data,
among other things to stay on
the right side of IPR.

* Student, MBA(IB), Indian Institute
of Foreign Trade, New Delhi.
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IN an era when every enterprise

is looking to jump on to the
"digital" bandwagon and big
data, cloud and social media are
the buzzwords, one very
important aspect that needs
careful consideration is the
question of intellectual property
rights (IPR) in this digital
environment.
World Trade Organization
defines intellectual property
rights as “the rights given to
persons over the creations of
their minds which usually give
the creator an exclusive right over
the use of his/her creation for a
certain period of time.” In
simpler terms intellectual
property rights are legal rights,
which result from intellectual
activity in industrial, scientific,
literary, artistic and other fields.
These rights safeguard creators
and other producers of
intellectual goods and services by
granting them certain timelimited rights to control their use.
Protected IP rights like other
property can be a matter of trade,
which can be owned, sold or
bought. These are intangible and
non exhausted consumption.
Intellectual Property Rights
are classified as copyrights (to
support and prize inventive
work) and Industrial property
which is of two principal types.
The first type can be described as

the insurance of trademarks and
geographical indications. The
assurance of such unmistakable
signs expects to animate and
guarantee reasonable rivalry and
to secure customers, by
empowering them to settle on
educated decisions between
different merchandise and
administrations. The security may
last inconclusively, if the sign
being referred to keeps on being
unmistakable. Different sorts of
industrial property are secured
principally
to
empower
development,
stimulate
innovation, design and the
creation of technology. In this
category
are
inventions
(protected by patents), industrial
designs and trade secrets.
The social object is to give
insurance to the after effects of
interest in the improvement of
new innovation, in this manner
giving the motivating force and
intends to back innovative work
exercises. A working protected
innovation administration ought
to likewise encourage the move
of innovation as remote direct
venture, joint ventures and
authorizing. A functioning
intellectual property regime
should also facilitate the transfer
of technology in the form of
foreign direct investment, joint
ventures and licensing. The
insurance is normally given for a
limited term (ordinarily 20 years
on account of licences).
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)
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During the period for which
protection licence is issued no
other individual/group has the
right to use in any form or
manner,
for
whatsoever
purpose, the object secured by
the IPR. If any individual/group
violates this restriction he/those
will be subjected to the
appropriate legal procedures
which have been laid down in
the contract of the IPR.

IPR in the Digital Age
However, today human
society has moved from the
industrial to the information age.
In this new era, knowledge
management and access to
information are factors that
cannot be ignored in any serious
effort at social development and
transformation. In this regard the
United Nations Economic and
Social Council in July 2000 called
for the creation of an
international strategic partnership
to bridge the digital divide and
establish a knowledge-based
society that is open and nonexclusive. In line with this general
objective, UNESCO’s stated
mission regarding communication and information over the
years has been:
• To promote the free flow of
information, knowledge and
data,
• To encourage the creation of
diversified content, and
• To facilitate equitable access to
information.
The digital age has signified
easier access to knowledge and
information. For the first time in
mankind’s history, almost every
conceivable source of knowledge
and information is accessible at
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)

the click of a button. The internet
represents a great opportunity for
access to content and assists
creators by providing a medium
for easier dissemination of their
works to the public. Yet the
internet
simultaneously
represents a great threat to
content providers because it
represents an easy method of
infringement of Copyright
through the unauthorized
duplication and distribution of
copyrighted material.
The over-riding right which
information providers should
have is the right to access the
knowledge and information
protected under IPR. Once
providers are willing to pay to
access the information, it should
be available for them and a right
to access information in the public
domain is enshrined in common
law. The importance of this right
in the context of the new global
realities
cannot
be
overemphasized. Access to
information by indigenous people
is critical to regional development
and the ability of providers to
access information at source is
therefore critical. In this context,
however, IPR becomes both a
facilitating mechanism and a
hindrance to access. The
Copyright system under IPR
operates to ensure that creators
of content are compensated for
access to their work. It is
however based on a system of
licensing, which requires the
negotiation of access rights.
Economic realities, the will of
content providers, market
demand and technological cost of
access determine quantum for
rights of access. For information
providers in developing regions,
this can be a serious challenge

since many providers are unable
to pay at the required levels to
access content from providers
unaware or unconcerned about
the realities of the region.
Providers must respect and
observe the rights of content
creators as a vital part of
encouraging continued creativity
and social enrichment. Yet
information providers must
balance this with a social need to
disseminate information to assist
in social development in the face
of unwilling providers or
technological and economic
difficulties in obtaining access.
Information providers are
liable for failure to uphold and
observe systems of intellectual
property protection. However,
the international community
recognized the challenge posed to
providers by the application of
traditional IPR doctrine to new
technologies of the digital age.
For example, the reproduction of
Copyright works is an economic
right which is the exclusive
domain of the creator of the work.
However, it was observed that in
order to provide access to
information, new technologies
often require the transient
copying of content as a means of
facilitation of access through the
electronic transfer of data (e.g.
transfer on information via the
internet).
Attempts to bring traditional
IPR doctrine in line with new
developments in technology
resulted in several revisions to
the Berne Convention and finally
the WIPO Copyright Treaty and
WIPO
Performance
and
Phonograms
Treaty
were
adopted in 1996 to respond to
problems created by attempts to
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apply the IPR Copyright norms to
new technologies. Article 8 of the
WCT
provides
“Without
prejudice to Articles 11 etc of the
Berne Convention, authors of
literary and artistic works shall
enjoy the exclusive right of
authorizing any communication
to the public of their works by
wire or wireless means, including
the making available to the public
of their works in such a way that
members of the public may access
these works from a place and at
a time individually chosen by
them.” This article makes it
absolutely clear that information
providers can still infringe
copyright merely by the transient
storage of information in order
to make it available to the public.
However, an agreed statement
was adopted in this respect to the
effect that contracting parties to
the treaty could carry forward
and appropriately extend into the
digital environment limitations
and exceptions in their national
laws to the apparent generality of
Berne. Information providers
therefore run the risk of
infringing Copyright under IPR
by providing the means by which
others affect unauthorized access
to Copyright works.

Digitization in the Banking
and Financial Services
Industry
Only a generation ago,
banking was seen as the most
conservative of industries: still
operating a face-to-face business
model and transacting in physical
cash, hard copy cheques and
bankers’ drafts. Although basic
technological aids – fax machines
and electronic data storage - had
been adopted, much of the
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business of banking would have
been familiar to a nineteenth
century banker.
Traditional banking relied
heavily upon two forms of
intellectual property: brands, and
confidential information. Brands
were established over decades if
not centuries, and had something
of the muted glow of a wellpolished mahogany desk.
Novelty was seen as positively
risky. Brand diversification or,
even more radical, re-branding,
were
unimaginable.
The
confidentiality of bankers was
renowned, protecting both their
customers’ affairs and their own
dealings and plans. Banking
methods were not themselves
confidential
since
most
institutions
operated
in
essentially the same way. Instead,
competitive advantage came from
having better connections with
the
wealthy
and
better
knowledge and judgment of the
types of possible investment.
The contrast with the banking
sector of today could not be more
complete. Technology has
transformed banking, from the
sub-millisecond high frequency
trading algorithms which
collectively account for more than
50 per cent of daily stock trade
volumes on leading exchanges –
and caused the notorious ‘Flash
Crash’ of the stock markets in
2010 – to the elaborate mobile
wallets being developed by
companies such as IBM and Apple
for retail transactions. Banks
merge and divest, and branded
products proliferate. E-money is
a reality in the form of Bitcoins.
Linden Dollars today have realworld
value
and
even
conventional money exists

primarily in the form of electronic
entries in computer systems.
Further, the gap between
traditional banks and tech-based
companies is narrowing, as Bank
of America filed patents for a
wide range of new mobile
technologies such as enabling
smartphone users to determine,
through object analysis, the
“social impact” of a potential
purchase.

Impact of IPR in Digital
Banking and Finance
As a result, the importance to
the sector of technology
innovation and appropriate legal
protection
has
increased
dramatically – along with the
potential for allegations of
infringement of third party
rights. Notably, in June 2013
Intellectual Ventures LLC, a highprofile patent-monetization
entity with a track record of
pursuing
mobile
phone
companies, turned its attention to
banking for the first time,
bringing patent infringement
proceedings in the US against J.P.
Morgan Chase & Co. among
others, asserting patents relating
to security infrastructure for
electronic transactions, a way of
searching digital images, and
controlling access to and
distribution of data. The security
patent relates to the Payment
Card Industry Data Security
Standard, which US banks are
required to use. Another series of
lawsuits, filed against banks and
credit unions by Automated
Transactions LLC., allege that
their ATMs violate its patents
over automated terminals that
conduct transactions over the
Internet.
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All this put global banking
institutions on a crash course with
one of the most problematic
issues in intellectual property
law: the appropriate form and
extent of protection for computerimplemented inventions. There is
no doubt that a new computer
component is a patentable
invention, or that original
computer software is protected
by copyright. But different
jurisdictions take different views
as to when an invention
implemented by software, at
operating system or application
level, justifies the 20-year absolute
monopoly protection conferred
by a patent. The issue is critical,
since copyright protection only
extends to software actually
copied from the original, a
difficult thing to prove, whereas
a patent confers substantial
market power against anyone
who uses the same invention
whether they knew of the
original or not.
Banks and financial services
firms build their fortunes on the
back of innovation. Whether a
firm has devised a new mobile
banking product or highfrequency trading strategy, no
doubt the company wants to
protect its market position from
competitors.
“Banks and financial services
companies are seeking to protect
their intellectual property assets
with different forms of protection
through IPR,” comments Allan
Soobert, a partner with the
intellectual property practice of
New York-based Paul, Hastings,
Janofsky & Walker, which
represents major financial
institutions in patent and
infringement matters, the world
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over. “Patents are one way of
protecting IP; copyrights are
another, and trade secrets are
significant, as well. That mix of
IP protection is really what you
see in the marketplace”, Soobert
reinforces.
Many aspects of banking and
financial services are worth
protecting,
from
online
transaction systems to automated
approval processes. Even in
insurance, where IP litigation is
less common, battles periodically
break out among tech vendors.
The creator of new software can
seek copyright protection under
IPR laws of copyright. The
copyright actually exists upon the
completion of the source code. A
copyright holder gets additional
rights once the completed
software is registered with the
copyright office, which precludes
anyone from copying that
product or service offering in any
form.
But with IPR governance
under copyright protection comes
the need to disclose it, which has
an effect on the company’s ability
to protect it as a trade secret. In
many cases, especially in the
increasing technological frontier
of operations patents can be assets
of the companies. This is true not
only for technology companies,
especially in the increasing era of
cut throat competition and the bid
to use every small facet of
technology to beat competitors
and obtain that coveted edge.
But in a highly secretive area
such as high-frequency trading
software, one of the crown jewels
of Wall Street’s technology, firms
are reluctant to disclose
innovations. Copyright Office
Experts are of the opinion that

copyright protection is narrow it protects the program as
written, however someone can
gain an understanding to the
underlying logic and they can
invent around the patented
software program. As a result, in
some cases, firms including banks
and financial institutions may
forgo copyright protection.
The intellectual property case
involving the theft of high-speed
trading software developed by
Goldman Sachs illustrates the
point. The Wall Street firm
accused a former software
programmer of stealing source
code from a high-frequency
trading system to benefit himself
and a new employer, a start-up
competitor, Teva Technologies.
The
programmer,
Sergey
Aleynikov, was convicted in
December 2010 of stealing
proprietary code, and in March
he was sentenced to eight years
in prison. One of the factors in
Aleynikov’s
sentencing,
according to one attorney
involved in the case was his
disregard for all IP rights,
including copyright and trade
secret protections. Several IP
lawyers were of the opinion that
the firm wouldn’t want to
disclose the details of its trading
system in a patent.
In exchange for full patent
disclosure, however, firms get a
better return. In the trading
technology space, financial
services companies have come to
see that patents are very
important. A patent issued by the
Patent and Trademark Office is a
legal monopoly - it gives the
holder the right to stop anyone
else from doing what’s covered
by the patent. That’s why patents
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are such powerful tools in the
financial industry - because they
can shut down a competitor’s
product. A patent gives the
holder a monopoly over the
product for 20 years and the
holder can enforce the monopoly
with an injunction against the
competitive product.
But patents aren’t air tight.
In litigation, patents can be
found to be narrow and not
infringed, and they can be found
to be invalid or unenforceable.
Before diving into the patent
application process, a company
should weigh the benefits. Part
of the analysis is to look at the
longevity of the innovation. The
Patent and Trademark Office
generally takes three to six years
from application to issuance, so
if the innovation is in a fastmoving field, there may not be
anything left to defend once the
patent is issued.
All companies, including
banks and financial service
providers want to be viewed as
innovators in the investment
technology space, and believe
that patents support that. But if
the company chooses not to file
for a patent, it may decide to rely
on trade secret rights as a form
of protection. In that case the
company can keep the nature of
how it developed or implemented
the innovation confidential. To
protect something as a trade
secret the enterprise has to
demonstrate that they have
maintained the confidential
nature of that innovation, and
they have to further demonstrate
that there has been a breach of
that confidential information and
that someone has misappropriated that secret if they want to take
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legal action under infringement of
IPR. It takes a lot of internal
cooperation within the enterprise
- from the sales team to the legal
team to the product team - to
maintain confidentiality. In fact,
part of establishing that an
innovation is a trade secret is
requiring any employee or
consultant who comes into the
company to sign a confidentiality
or proprietary rights agreement.
A classic example is Coca-Cola,
which has successfully protected
the formula for Coke as a trade
secret for about 150 years. The
evident down side to this
however is that if someone is able
to reverse engineer what’s inside
the black box, the company has
no protection left, and this is
where IPR comes into the picture.
However, even today many
financial services firms aren’t
necessarily using patents to go
after companies infringing on
their IP rather, companies are
using patents to protect
themselves against lawsuits from
competitors. Enterprises are
using the patents to protect their
assets in a defensive way - in case
they are sued, they have the
patents in their arsenal to protect
their assets.
Financial services also could
encounter patent “trolls” companies also known as “nonpracticing entities” that buy up
patents and then sue the players
in financial services. "These
companies don’t make anything;
they just buy up other people’s
assets,” believes Marc Pernick, a
partner in the Los Angeles office
of law firm Morrison Foerster
with expertise in intellectual
property litigation.
One contentious case in

banking involves DataTreasury,
a small technology company that
registered a patent for remote
check imaging in the 1990s. Banks
were not convinced that they
needed the technology until the
US Congress passed a law
allowing digital check processing
in 2003. Then banks began
inventing their own remote
imaging applications, unaware
that DataTreasury held a patent
on the technology. Since then,
DataTreasury has sued nearly
every major bank for infringing
on its electronic check imaging
patent.
But even when a financial
services firm holds a patent, the
litigation can go on for years,
Pernick notes, adding that it’s
expensive and distracts from
operating the main business.
Patent litigation costs millions
which is why firms take pains to
stay on the right side of the line
and if inadvertently they enter
into grey areas of IPR, instead of
taking time consuming legal
channels resulting in unnecessary
deadlocks firms prefer to settle
cases outside of court.

The Indian Scenario
In the Indian scenario, IPR has
long been proved to encourage
creativity and innovation, key
drivers for an organization’s
growth. Banks and financial
services firms however have been
the most staunch of enterprises,
taking their own time in
embracing the change in terms of
digitization that slowly started
sweeping India about a couple of
years ago. Banks still continued
to function in their traditional
way. However, soon out of
customers’ desire there dawned
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)
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a new era in the financial sector
when banks too had to rebrand
themselves and understand that
technology was not only an
enabler in doing business, but it
was the way forward to
providing superior products and
services to customers. Soon there
began fierce competition in the
banking and financial services
industry to overtake competitors
and come up with best offerings
for customers through the use of
technology. It was then that banks
started to explore the avenues of
social media, cloud computing,
data mining, analytics, web and
app services for product offerings
to entice customers. It was all
about using technology driven
innovation to grab a larger pie of
the market in this extremely
competitive space.
However, a technology
driven era of growth and
integration of digital channels
within the business model has
given rise to several grey areas
related to IPR for banks and
financial services firms, handling
tons of data every day. Social
media is one of the most
prominent data mines of recent
times, and banks developing their
own innovative means of doing
business utilizing this channel are
treading precarious grounds on
IPR here. While in-house apps and
communication are solely the
bank’s property, the technology
enablers and support can cause
the bank to be in murky grounds
of IPR and this is where the bank
needs to be careful. Haste to “go

digital” can be a bane. Also, such
social media channels are a
storehouse of a lot of sensitive
data, and especially when being
used for a bank offering, utmost
caution needs to be taken. Clearly
defined policies should be in place
and should be well communicated
to all employees so that there is
no encroachment on the
customer’s personal space.
Customer trust is the most vital
component for a bank’s business
and in this digital age failsafe IPR
proof data management systems
need to be implemented for
smooth functioning of services.
Another major issue of IPR is
the storage and subsequent access
to
data
through
cloud
technology, which is being
increasingly used for transaction,
interaction and communication
by millions of ordinary users
every day. Here also banks have
to be extra careful that there
occurs no infringement of IPR,
especially given the sensitive
nature of the data. With the focus
of business shifting from being
fixed at a particular location to
being accessible anywhere and
anytime through mobile devices,
superior technology, patents and
data mining will go a long way
towards directly increasing a
bank’s customer base and
indirectly its revenue.

differentiating factor. Today, it is
the basic expectation of the end
user and digital banking is having
direct visible impacts on the top
line and bottom line of the banks.
Today, it isn’t about adapting or
becoming extinct; today it is about
providing the most sophisticated
offering on a failsafe platform that
too before competitors to enjoy
the first mover advantage. It is
about taking into consideration
all the stakeholder perspectives
and avoiding any adverse
implications by avoiding the grey
areas of IPR, by providing a
smooth and delightful experience
to the end user and enabling
business growth by building a
truly digital enterprise.
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Conclusion
Gone are the days when
"digital" was only a fancy word,
a
premium
offering,
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Into the Abyss of Compatibility (Technical) Standards
and Essential Patents in the Information Society1
Surbhi Kapur*

Introduction
Technical standards play a
“critical role” in today’s
economy in connection with
network-related products and
services, which are at the heart
of the information infrastructure.
However, standards development activity may cause
anticompetitive harm by excluding competing producers and
facilitating oligopolistic pricing
by easing rivals’ ability to
monitor each other’s prices. In
this context since at least the
mid-1980s, the ramifications of
using patented technology has
been the subject of extensive
discussion and contemplation
by the standards community,
including reflections on (F)
RAND commitments.
Consequently, this potential for
anticompetitive effects typically
arising from the use of and
reliance on intellectual property
– particularly patented
technology – in the development of standards has been the
target of intensified scrutiny and
investigations by Courts around
the world.

* Research Fellow, Indian Institute
of Foreign Trade, New Delhi.
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“A technological revolution is
transforming society in a profound
way. If harnessed and directed
properly,
Information
and
Communication Technologies (ICTs)
have the potential to improve all
aspects of our social, economic and
cultural life. ICTs can serve as an
engine for development in the 21st
century, and as an effective
instrument to help us achieve all the
goals of the Millennium Declaration”
- Kofi Annan
The author persistently gets
enthralled by the above lexis of
Kofi Annan immaculately
emphasizing the fact that
knowledge is the fundamental
driver of increased productivity
and global competition. The all
pervasiveness of "knowledge" is
primarily because of the fact that
it is seminal to invention,
innovation and wealth creation.
The epigram is, indubitably,
portrayal of a state which is
currently
correspondingly
germane to all countries across
the globe where Information and
Communication Technologies
(ICTs) provide a unique
foundation for building up and
applying knowledge in all the
sectors of the economy. Countries
with pervasive information
infrastructures
that
use
innovative
information

technology applications possess
advantages
for
sustained
economic growth and social
development.
A robust information and
communication infrastructure is,
indubitably,
an
essential
foundation for an inclusive
information society. Needless to
say that connectivity is a central
enabling agent in building the
Information Society. Universal,
ubiquitous, equitable and
affordable access to ICT
infrastructure and services
constitutes one of the challenges
of the Information Society and
should be an objective of all
stakeholders involved in building
it.2 In this context, pertinently true
is the fact that given the changes
of the past 40 years – the personal
computer, the Internet, Global
Positioning Systems (GPS), cell
phones and smart phones - it’s not
hyperbole
to
mention
technological
revolution,
predominantly
but
not
exclusively to businesses, be it
national or international.3
There is no gainsaying that
while paper recordkeeping has
not vanished, it is being edged out
by newer, quicker, and virtual
types of services. A germane
exemplification of this is the use
of mobile smartphone devices,
having assumed a ubiquitous
nature. And, while mobile
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)
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telephony was once narrowly
defined by a cell phone intended
for the singular purpose of
telephonic convenience on-thego, the advent of smartphone
technology stirred cultural,
consumer,
and
business
sensitivities into a new epoch.4
It is noteworthy that the
nineteenth
US
president,
Rutherford B. Hayes, is every so
often reported to have said this
about the original telephone in
1876: “An amazing invention –
but who would ever want to use
one?”
How
times
(and
technologies) have transformed in
the 125 years since those prescient
verses were articulated. With the
introduction
of
wireless
telephony for the masses in the
last quarter of the previous
century, there are now millions
of mobile phone users around the
globe. In response to that query,
many modern-day citizens may
shoulder that, not only does
closely all and sundry want to use
one, almost everyone does. In fact,
for a target audience, in bated
breath
of
an
advanced
functionality and connectivity,
the smartphone is, indeed, a multi
utility electronic device with
which they can not only click a
photo, or shoot (or play) a video
clip, or listen to the latest music,
but can also implement an
e-commerce operation with ease,
or chip in and out of social media,
or send and receive e-mails, or,
at best, obtain driving directions
via a satellite-based geopositioning system (GPS).5
According to International
Data
Corporation
(IDC)
smartphone
shipments
worldwide by device vendors,
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)

the worldwide smartphone
market grasped a total of 1.5
billion units shipped in 2015, up
11.9 per cent from the 1.3 billion
smartphone units shipped in
2014 6 and by 2019, total
smartphone shipment volumes
will reach 2.0 billion units,
resulting in a five-year CAGR of
8.5 per cent. 7 Furthermore,
according to data from the
International Data Corporation
(IDC), Worldwide Quarterly
Mobile Phone Tracker, vendors
shipped a total of 334.4 million
smartphones worldwide in the
first quarter of 2015 (1Q15), up
16.0 per cent from the 288.3
million units in 1Q14 and
Samsung reasserted its global
lead with a renewed focus on
lower-cost smartphones. 8 These
figures lead us to the conclusion
that
smartphone
growth
continues and will continue at an
astounding pace.
It is pertinent to note here that
a business environment, in which
a single, mobile device makes
available a range of information
management capabilities, does
countenance
inordinate
flexibility. However, convenience
does not come without a risk. The
snowballing smartphone market
operating in the rapidly growing
information labyrinth has not
only
brought
substantial
economic and societal benefits but
has also led to numerous
challenges
like
customer
acquisition, lower costs and
differentiations, a spate of
investigations and litigations
involving private proprietary
interests enforced by patents
essential to practising technical
standards, etc. This last category

has gained immense prominence
in the last few years exploring the
fascinating
and
complex
relationship between standards
and patents. Whereas standards
aim at ensuring equal access to the
technology for all stakeholders,
patents establish transient
exclusionary rights on the use of
inventions. The succeeding
tension
may
be
chiefly
problematic in the case of socalled essential patents, i.e. those
patents that are indispensable for
designing and manufacturing
products/offering a service
conforming to/based on the
standard in question.9
Usually, the ICTs place a
substantial reliance on the direct
network effects 10 and indirect
network effects. To triumph the
indispensable network effects and
economies of scale, the
compatibility between individual
devices, components or systems
is critical. In this regard, conquest
is achieved by setting technical
standards,
which
realize
necessary compatibility on a
number of levels. One way they
ensure the components’ minimal
quality and main features and
other
way
round,
the
“compatibility” feature allows
interoperability
between
different devices. This is
particularly imperative in case of
mobile
telephony
where
interoperability is paramount
ensuring viability of handsets to
readily communicate with base
stations and switching facilities
designed and manufactured by
other suppliers.
This article offers a glance
into the abyss of technical
standard-setting to achieve
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compatibility and interoperability
between mobile devices and also,
concurrently, delves into the
contemporaneous legal issues
arising therefrom, primarily
pertaining to the competition
issues attached with patents
essential to practising technical
standards or Standard Essential
Patents (SEPs).

Standard Setting Process:
Whether Loosening the
Stranglehold of SEPs
Holders
Looked upon generically, a
technical standard may be
intended to provide a minimum
level of safety (e.g., durability of
playground equipment), a
desired environmental effect
(e.g., reduction of carbon
emissions), or interoperability
among different vendors’
products and technologies (e.g.,
the vast array of computing,
networking
and
telecommunications standards
bearing designations such as
transmission control protocol/
internet protocol (TCP/IP),
universal serial bus (USB), Wi-Fi,
hypertext transfer protocol
(HTTP), and Bluetooth).11 The last
classes of standards, which are
intended
to
promote
technological compatibility and
interoperability
between
different manufacturers but of
related products, are ubiquitous/
pervasive in the so-called
information and communications
technology (ICT) sector.12
The evolution of standards
takes place in several ways. At
times, a particular set of technical
specifications dons prodigious
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efficacy that it is, prima facie,
regarded as an industry standard.
At this stage, the firm in question
has an unfettered discretion to
allow or refuse other firms to
make product or sell services
grounded on its industry
standard, by publicizing the
detailed specifications and/or
granting licences. Invariably,
however, standards are the result
of a negotiation procedure
between two or more (independent)
stakeholders. 13 More
importantly, this task of
agreeing/defining on common
standards at a negotiating table
is assigned either to formal
standards bodies, 14 which are
labelled as Standard Setting/
Developing Organizations (SSO
or SDO), or to consortia and
fora. 15 The categorical object of
this procedure is the conception
of a standard that will be
extensively
espoused
by
stakeholders and/or other
parties. 16 Standards facilitate
vertical segmentation of supply;
allowing firms to specialize in
specific components without
producing complete systems.
Standards
also
facilitate
horizontal competition, allowing
multiple firms to supply
competing products
with
equivalent functionality and
common specifications.17
Quintessentially,
SSOs
provide the prospect for the
advancement of the consumer
welfare goal “on several levels”
by facilitating competition among
different
producers
by
plummeting wasteful outlay on
technology and in turn dropping
costs for consumers.18 In order to
prevent a situation where the

existence of patents, casing the
technological brainchild and being
“essential” since related with
essential components of the
product or service in question –
called standard essential patents
(SEPs),
jeopardizes
the
implementation of standards
connected with that technological
production, standards bodies
have identified possible risks that
may raise competition concerns
with reference to the accessibility
and licensing conditions for
essential patents, so as to loosen
the stranglehold of the patent
holders.
This has become more
pronounced recently where it is
estimated that the behaviour of
firms participating in a legitimate
standard setting process may
raise substantial antitrust
problems.
Rightly
so,
unequivocally, it is appalling that
the same standardization process
which is purported to attain, as
its core feature, the public benefit
of facilitating interoperability, it
may simultaneously construct
barriers to entry, thereby
excluding
competing
technologies 19 and sanctioning
them to engage in “patent
ambush” or “hold-up” or ex post/
after-standardization practices
calculated to hold-up and
foreclose downstream players.
In this context, the SSOs have,
correspondingly, developed
policies that mitigate the risks and
establish rules for their members/
participants.20 The possible risks/
anxieties, as recognized, could be:
• Intentional non-disclosure of
the existence of a relevant
patent right by a firm during

FOCUS WTO, April-June 2015 (Vol. 17 No. 2)

Inside Out

the standardization process
thereby
cosseting
misdemeanors or capturing the
standard-setting process in
toto 21 or patent claims being
transmuted into standards
(and subsequently declared to
be essential) solely as a result
of strategic gaming reasons;22
and/or
• Creation of a market distortion
where competition in the
downstream product market is
curtailed by the holder of one
or more SEPs which, in its
attempt to exploit the market
power
(whether
newly
acquired or enlarged) and as a
means to ambush implementers
refuses a licence to them and
thereby frustrates both supply
side efficiencies and demand
side advantages; adversely
impacting the innovation,
quality, variety and cost;23 and/
or
• Alternatively, the SEP holder
grants a licence only on
restrictive, unreasonable (and
in “excess of the patent
holder’s true contribution"24) or
discriminatory 25 terms and
conditions.
• Practice royalty stacking,
ensuing from the fact that
several complementary SEPs
read on a product, or a
component of it, and each of
the SEP-holders charge a
royalty which combined
together,
considerably
surpasses the rate that would
be charged by a single owner
of all the patents (or the
standard) involved and/or
outdoes the level which would
make it economically possible
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to function in the downstream
product market.26
Therefore, in spite of their
pro-competitive proclivity,27 the
practices of SSOs, and their
members/participants, have
come under the competition
authorities’ spotlight in recent
years. This is of particular
importance in the mobile telecom
sector where innovations of
diverse companies or even
competitors build upon or
complement each other in a way
that they need licences for each
other’s patents to avoid probable
infringements.28 In this context, in
order to abate these risks, many
or most, SSOs now call for,
encouraged and/or obliged by
competition agencies and
competition law, members/
participating firms to unveil SEPs
and to commit, as a condition of
participating in a standard setting
process, either to royalty-free
licensing of any SEPs29 or, more
commonly, their licensing on
(F) RAND30 an acronym that refers
to Fair, Reasonable and NonDiscriminatory conditions that
parties need to ensure for the
licences of their essential patents.
Patent owners have the right to
exclude others from practising
their technology (subject to the
limits of equity, which will not
always grant injunctions),31 or to
trade that right for valuable
consideration. SSO FRAND rules
are designed to get parties to precommit to license their essential
patents on reasonable and nondiscriminatory terms, preventing
later efforts to disrupt the
technology or hold up users of the
standard for supra-competitive
royalties.32

Although FRAND commitments are imperative to ensure
the feat of standards and to abate
the risk of hold-up, it is wellknown that they have not
precluded problems from arising
in practice. Unfortunately,
therefore, numerous high-stakes
skirmishes have recently broken
out over, inter alia, the
interpretation of the FRAND
commitments or precisely how a
FRAND royalty can be evaluated
(they are not generally defined by
SSOs and patentees and
implementers), whether and how
FRAND commitments can be
enforced, initially 33 and what
should happen when negotiations
over these issues fail perhaps
because: the SEP-holder demands
excessive or “unfair” terms;34 the
implementer refuses to pay a
reasonable royalty; and/or the
parties simply cannot agree what
a FRAND royalty35 should be?
These outstanding difficulties
unswervingly rear the ostensible
concern of the range to which the
FRAND commitment, singlehandedly or in combination with
the application of the antitrust
rules, functions as a constraint on
the demeanor of an SEP-holder.
Currently,
litigation
and
investigations involving SEPs
have been rife in different
jurisdictions,
leading
to
potentially diverse upshots. These
issues have been recurrently
arising both before courts, in the
context of civil litigation between
private parties, and before
competition agencies, in US and
EU.36 Consequently, as wrangles
occur and FRAND negotiations
break down, the prominence of
the question of whether an
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injunction is accessible to prevent
possible infringements by
implementers, and whether
competition law can play a role
in these issues, has come to the
forefront.
Furthermore, the propagation of proprietary technologies
in technical standards has not
only assembled strains between
prominent companies in their
fields of technologies. It has also
sheltered further type of tensions
which significantly affect
international trade between
developed
countries
and
emerging economies, such as
India, China, South Korea or
Taiwan. As the national technical
standards (enforced via exclusion
orders in US, for example) can
create non-tariff barriers to
international trade, the Agreement
on Technical Barriers to Trade
(hereinafter
as
“TBT
Agreement”)37 requires the World
Trade Organization (WTO)
members to use international
standards as a basis for their
national technical regulations 38
and standards. 39 It becomes
problematic
when
an
international
standard
incorporates private proprietary
technologies controlled by bodies
which do not provide their
technologies on the house. It is
even so often the practice of many
international standards for high
technologies, which are controlled
primarily by companies from
developed economies. The
burden to satisfy all IPRs which
are indispensable for the
application of such international
standards is perceived by
numerous developing economies
as excessively onerous.

18

The Smartphone SEPs
Wrangles: En Route A
State of Belligerence
For a considerable period of
time, the intersection of
intellectual
property
and
competition law has been
inundated with important and
contentious issues concerning the
conduct of companies in the
standard-setting context. One of
the presently greatest contentious
issues concerns the abuse of
dominant
position/anticompetitive conduct40 based on a
SEP in context of availability of
injunctive relief or similar orders
of exclusion for infringement of
a FRAND-encumbered SEP by an
implementer of a standard willing
to take a licence. The matter has
in
recent
times
gained
prominence as a result of highprofile skirmishes in courts of
various
jurisdictions
and
complaints
lodged
with
competition
commissions/
authorities.
The right of patentees to seek
injunctive relief 41 is expressly
guaranteed under most national
patent laws. It stands recognized
under international trade law and
EU law also. For example, Article
41(1) of the TRIPS Agreement
provides that Members shall
ensure
that
enforcement
procedures as specified in TRIPS
are available under their law so
as to permit effective action
against any act of infringement of
IPR. This is also inclusive of the
right to seek and obtain a court
decision whereby a party is
ordered to cease and desist from
an infringement of an IPR. In
major jurisdictions, injunctions

can typically be imposed, either
by way of a preliminary measure
(interlocutory injunction, in some
jurisdictions also referred to as
preliminary or interim injunction)
or as a measure resulting from a
decision on the merits of the case
(permanent injunction). 42 The
precise level of protection
guaranteed to patent owners,
however, varies amongst the
jurisdictions.
It is noteworthy that while
latest investigations and litigation
in the United States (before
Federal Courts or International
Trade Commission) and Europe
(before Competition Authorities)
have
concentrated
predominantly on the availability of
injunctive relief on FRANDencumbered SEPs and the
connotation of the expression
“willing licensee”,43 the themes in
China and in India have extended
beyond these issues to address
matters such as the charging of
“excessive” or discriminatory
royalties and the use of NDAs
and forum selection clauses.
In the US, the courts that have
addressed the issue of the
commitment to license on FRAND
terms have done so under
contract
law
principles. 44
Infringement actions are brought
in the Federal district court which
may grant injunctions in
accordance with the principles of
equity on such terms as the court
deems
“reasonable”.
The
benchmarks for the grant of a
permanent injunction are set forth
in the US Supreme Court decision
of eBay, Inc. v. MercExchange.45
The US International Trade
Commission (ITC)46 provides a
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second forum where a patentee
can proclaim the property interest
guaranteed by the patent to ban
the substantial imports of foreign
technology products involving
infringement of SEPs. The
principal remedy available is an
exclusion order, notwithstanding
FRAND licensing commitments
made by patent holders at
different national, regional and
international SSOs, 47 directing
customs to stop infringing goods
from entering the United States.
The US Supreme Court’s eBay
precedent does not apply to ITC
determinations. Thus, the
national exclusion orders can raise
barriers (non-tariff for all intents
and purposes) to international
trade in importing goods
manufactured
by
foreign
companies, despite the fact that
it can be technologically superior
to comparable devices available
on the market.48
Coming to the EU approach
to conduct involving SEPs, it is
relevant to mention here that in
2009 the Federal Court of Justice
(Germany) issued its landmark
Orange Book Standard-decision
(KZR 39/06) wherein it stated
that the patent holder may not
indulge in discrimination against
a company willing to license by
way of an agreement by charging
exorbitant licence fees than others
would have to pay without any
objective justification. It also laid
down the conditions which if
fulfilled would result in abuse of
dominant position by a patent
holder.
Apart from this, on 29 April
2014 the European Commission
issued its first decision
concerning competition law
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)

enforcement in relation to SEPs
wherein it confirmed that it
adopted two decisions, one in
Samsung49 and the other in MMI,50
establishing a framework for
determining whether and under
what circumstances patent
owners seeking to enforce SEPs
in EEA may violate EU abuse of
dominance law.51 The European
Competition Commission in
decisions involving Apple and
Samsung/Motorola,
also
recognized that injunctions are a
legitimate remedy for causes such
as patent infringement, but also
cautioned that they may be
abusive where SEPs are involved
and the potential licensee is
willing to take licence on FRAND
terms.52
Recently, in India, SEPs
lawsuits so far have been filed by
the involves of SEP holders,
Ericsson and Vringo, regarding
various SEP infringements in the
Delhi High Court seeking ex-parte
injunctions against device makers
Micromax, Gionee, Intex, Xiaomi,
Kingtech and ZTE Corporation
and AsusTEK, respectively.
These disputes related to the
licensing of SEPs which are
deemed “essential” for the
functioning of smartphone.53
In nearly all the cases, the
Court granted ex-parte injunction
in favour of the SEP holder even
before the alleged infringer
(licensee) could receive a legal
notice that it had been sued and
also extracted exorbitant royalties
from them. The injunctions have
been restraining the smartphone
makers from selling, importing,
or manufacturing mobile devices
that implemented the impugned
standards in India. Furthermore,

these potential licensees have
approached the Competition
Commission of India (CCI)
alleging market abuse by Ericsson
in violating its FRAND
commitments.
The
CCI
determined prima facie in January
2014 that Ericsson had abused its
dominant position in the market,
ordered that an investigation be
carried out in the matter and also
stated that imposition of
excessive and unfair royalty rates
and forcing a party to execute a
Non - Disclosure Agreement
(NDAs)54 does constitute “prima
facie abuse of dominance” under
Section 4 of the Competition Act,
2002, as does “imposing a
jurisdiction clause debarring
complainants from getting the
disputes adjudicated in the
country where both parties were
in business." 55 The "relevant
product market56 as identified by
the CCI is the provision of SEP(s)
for 2G, 3G and 4G technologies
in GSM standard compliant
mobile communication devices,”
in India, in which “prima facie it
is apparent that Ericsson was
dominant.”

Conclusion
Although the protection of
IPRs prompts R&D activities,
their proliferation in technical
standards
can
generate
considerable stumbling blocks to
designing new technologies or
can even totally smother the
technological progress. The
experiences with patents essential
for the implementation of
technical standards in mobile
telephony are potent implements
allowing their holders to shape
the structure of entire market with
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device market, with the combined
desktop and notebook categories
accounting for about 52.5 per cent
of shipments versus 44.7 per cent
for smartphones and 2.8 per cent
for tablets. By 2014, smartphones
had grown to represent 73.4 per
cent of total shipment, while PCs
had slipped to 16.8 per cent and
tablets had increased to 12.5 per
cent. By 2019, IDC expects the
distribution to be 77.8 per cent
smartphones, 11.6 per cent PCs,
and 10.7 per cent tablets.
Available at http://www.
idc.com/getdoc.jsp?containerId=
prUS25500515 (Last accessed: 29
May 2015)

the affected communication
technologies. One can find
significant market distortions in
the
grounding
of
such
opportunistic activities in
technical standardization and
licensing. The Courts should
force the SEPs and SSOs to
publicly disclose their licensing
terms with third parties.
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ABA Section of Antitrust Law.
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See CCI Order under Section
26(1) of the Competition Act, 2002,
In re: Micromax Informatics Ltd. v.
Telefonaktiebolaget LM Ericsson ¶
17 (12 November 2013), available
at http://cci.gov.in/May2011/
OrderofCommission/261/
502013.pdf; CCI Order under
Section 26(1) of the Competition
Act, 20, In re: IntexTechn. Ltd., v.
Telfonaktiebolaget LM Ericsson ¶ 17
(16 January 2014), available at
http://cci.gov.in/May2011/
OrderOfCommission/261/
762013.pdf The first investigation
was brought based on complaints
from Micromax Informatics Ltd.; the
second was brought based on
complaints from Intex Technologies
(India) Ltd.
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The Competition Law in India is
modelled on the EU and US
competition laws.
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Article 2 (r), (s) and (t) of the
Competition Act, 2002, define
“relevant market” as: “Relevant
market” means the market which
may be determined by the
Commission with reference to the
relevant product market or the
relevant geographic market or
with reference to both the markets;
“Relevant product market”
means a market comprising all
those products or services which
are regarded as interchangeable
or substitutable by the consumer,
by reason of characteristics of the
products or services, their prices
and intended use; The relevant
market has also been defined as
“the area of effective competition,within which the defendant
operates.” [as has been defined by
the Supreme Court of the US in
Standard Oil Co. of California and
Standard Stations Inc. vs United
States (337 US 293)]
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Enforcing Intellectual Property Rights: A
Concise Guide for Businesses, Innovative
and Creative Individuals by Jane Lambert

THE intellectual property rights were essentially

recognized and accepted all over the world due to
some very important reasons. Some of the reasons
for accepting these rights are:
• To provide incentive to the individual for new
creations.
• Providing due recognition to the creators and
inventors.
• Ensuring material reward for intellectual
property.
• Ensuring the availability of the genuine and
original products.
The development of a global ‘knowledge
economy’ has encouraged organizations of all types
to focus on the opportunities for, and the threats
to, the intellectual property that they hold. The
variety of intellectual assets (designs, databases,
patents, brands and trade marks), the growth of
new technology capable of exploiting and
protecting these assets, and the nature of the law
mean that intellectual property enforcement is a
hugely complex area.
Jane Lambert’s Enforcing Intellectual Property
Rights explains the threats and the remedies
(criminal and civil, as well as alternatives to
litigation), and provides a readable guide to the
processes and the systems available. It gives you
the knowledge that you need to make crucial
decisions to protect your intellectual assets before
it is too late. It should be kept close at hand for
use in emergencies, just like a first aid manual. Its
purpose is to alert you to problems so that you can
take the right steps to manage them, in consultation
with your professional advisors, before they
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develop into crises. And, if the worst does happen
and you need to go to law, the guide provides you
with the information you need to understand the
process, the risks and how to prepare effectively.
After setting the tone, the author introduces
intellectual property and goes on to describe
several IP regimes that are extremely important
for any business to thrive in this competitive
environment. She then describes dispute settlement
mechanism prevalent within the ambit of the WTO.
The author emphasizes strongly on Lord
Woolf’s contribution in English and Welsh civil
justice system and gives a detailed description of
the Civil Procedure Rules.
The author also describes the method to
prepare your case when you get into any such
problem related to intellectual property. She
explains it by citing various examples from different
countries in terms of the kind of problem and
where should one sue the other party. After it,
she goes on to describe the procedures for different
types of dispute settlements and the kind of
professionals one would need to win the case. In
case, one is not able to get the professional help,
the book also describes some basic useful
information on drafting one’s own patent claim or
litigation.
The book also explains different threat actions.
It tells readers as to what a threat is, who can be
sued, and what could be the possible consequences
of doing it. At last, the book provides 12 tips that
are the essence of the entire book and recapitulates
all the learnings necessary to make one competitive
enough in the growing intellectual property dispute
regime.
The book is helpful for all the business people,
entrepreneurs, law people, and all the common
masses who want to use or produce intellectual
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property in any form. As far as business people
and entrepreneurs are concerned, they can plan
an enforcement strategy in their firm regarding
the use of IP registered in their name as well as
the legal use of the IP of other people or firms. For
common people, it is essential to understand the
proper meaning of owning and using intellectual
property and when do they breach an IP knowingly
or unknowingly and the possible repercussions
thereof.

context of IPRs and also an increasing number of
regional trade agreements with IPR provisions.
The Agreement is comprehensive in scope and
contains standards for protection of a number of
intellectual property rights as well as rules on the
enforcement of such rights. The book represents
the collection of articles which makes a significant
contribution to current debates on these critically
important issues by presenting a variety of views
on the human rights implications of intellectual
property law and policy.

Overall, it is an interesting read on one of the
most burning issues in the international business
arena today.

The book has in total seven main heads: Part I –
General Provisions and Basic Principles; Part II –
Standards Concerning the Availability, Scope and
Use of Intellectual Property Rights; Part III –
Enforcement of Intellectual Property Rights; Part
IV – Acquisition and Maintenance of Intellectual
Property
Rights
and
Related InterParties Procedures; Part V – Dispute Prevention
and Settlement; Part VI – Transitional
Arrangements; and Part VII – Institutional
Arrangements; Final Provisions.

(Reviewed by Ashish Jain)
Sr. Executive (Finance) WIPRO

WTO: Trade-Related Aspects of Intellectual
Property Rights by Peter-Tobias Stoll, Jan
Busche and Katrin Arend, BRILL, 2009.

P OST

WTO TRIPS–Agreement, Intellectual
Property Rights were Included as a Crucial Part of
the World Trading System.
The agreement aims to bring Intellectual Property
Rights (IPR) systems around the world together
under a common international set of rules, thus
highlighting problems of international piracy and
IPR infringements. TRIPS attempts to strike a
balance between providing incentives for research
and development and allowing people to have
access to and use of existing inventions and
creations. Minimum global standards are
established under TRIPS which further governs the
scope, availability and use of Intellectual Property
Rights and patent protection. Under the
agreement, IPR extends for 20 years from the date
the patent is filed. To ensure that the least
developed countries comply with the provisions
of the agreement, a longer transition period has
been allowed for least developed countries.

The author has started the book by providing
a background on IPRs and the TRIPS Agreement.
Then he continues with a brief overview of
different IPRs followed by the part which discusses
the interlinkages between IPRs and development.
Sector-specific impacts of IPRs, the impact of IPRs
on gross domestic product (GDP) and the impact
of IPRs on the private sector and on key public
policy issues are covered in the next section.
Transitional Agreements and Institutional
Agreements are covered in the later section. The
last part sketches out how the TRIPS Agreement
evolves, most importantly through dispute
settlement and the built-in agenda.
The readers will find an extremely practical
approach followed by the author which makes
these chapters very useful for all those involved
with such issues.

The conditions for access to and use of
technology and, therefore, the trends of industrial
and technological development in developing
countries would be affected by the international

(Reviewed by Snigdha Malhotra)
Astt. Professor, Amity University
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NEWS
Business Leaders from India,
US Discuss IPR, Piracy
I SSUES related to intellectual property rights,

including piracy of films and software, figured
prominently during the India-US CEO Forum held
in New Delhi, attended by Prime Minister
Narendra Modi and US President Barack Obama.
Talking to reporters after the meeting ended,
HDFC Chairman Deepak Parekh said Walt Disney
Company CEO Bob Iger raised the issue of film
piracy.
“...they (Walt Disney) have lots of investments
in India but lot of films are pirated. The laws are
there but implementation is difficult... Even Finance
Minister (Arun Jaitley) said that we have to look
into it. Shri Modi also acknowledged that there is
piracy both in IT software as well as in films and
we have to tackle this and take strong legal
actions,” he said.
Tata Sons chairman Cyrus Mistry and David
M. Cote of Honeywell were co-chairs of the highprofile meeting.
Biocon chairman and managing director Kiran
Mazumdar-Shaw, who also participated in the
forum, said that the US industry has raised its
concerns on IPR-related matters.
She further said there are many areas where
the businesses of both the sides can increase
cooperation and collaboration such as in renewable
energy, smart cities and healthcare.
Other issues that were discussed include the
proposed bilateral investment treaty (BIT), social
security pact or totalization agreement, lack of
expeditious dispute resolution.
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“BIT is going to be an important building block
for expanding the relationship. The point that was
made in the CEOs Forum was to say that we take
feedback from both the sides before really
concluding the treaty so that the treaty becomes
meaningful,” ICICI Bank chief Chanda Kochhar
told reporters.
Smt. Kochhar said that issues related to visa
also come up for discussion.
Among industry leaders who participated in
the meeting were Reliance Industries chairman
Mukesh Ambani, Bharti Enterprises chief Sunil
Mittal, Reliance Group chairman Anil Ambani,
Adani Group head Gautam Adani, Mahindra &
Mahindra chairman Anand Mahindra and Sudhir
Mehta of Torrent Pharma.
State Bank of India chairman Arundhati
Bhattacharya, ONGC chairman and managing
director Dinesh K. Sarraf and BHEL head B.
Prasada Rao also attended the meet.
The US team included Indira Nooyi of Pepsico,
Harold McGraw, chairman of McGraw Hill
Financial, and Ajay Banga, CEO of Mastercard.
Talking about the meet, Jubilant Organosys cochairman and managing director Hari S. Bhartia
said one of the things that was discussed was ease
of doing business and stability of taxation.
There were also discussions on technology
sharing and facilitation between the countries, he
added.
During the meeting, Indian side reiterated that
no retrospective changes in taxation regime would
happen.
On totalization agreement, Shri Parekh said,
“We need a time bound programme so that there
is a definite agreement reached within some time.”
On visa related issues, he said, “Skilled
workers and knowledge workers we have said
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)

News/Articles

that freer access between the two countries must
be there and also for healthcare workers was
raised.”

India has consistently maintained its stand that
its laws are compliant with global and WTO
norms.

About the meeting, Adani group chairman
Gautam Adani said, “It was a very good meeting.
it was a satisfactory meeting.”

India is also in the process of formulating a
comprehensive policy on IPR. A six-member think
tank has already submitted the first draft report
on that.

Meanwhile, CII welcomed the comments made
by both Prime Minister Modi and President Obama
at the US-India Business Summit.
Agreeing with Mr Obama’s observation that
the economies of the two countries are interlinked,
the chamber stated the real need of the hour is to
diversify the bilateral trade basket.
(http://profit.ndtv.com 27 January 2015)

India, US to Enhance Engagement
on Intellectual Property Rights
Issues
INDIA and the US have agreed to enhance their

engagement on intellectual property rights, a vexed
issue between the two countries.
Visiting US President Barack Obama and Prime
Minister Narendra Modi also reaffirmed the
importance of providing transparent and
predictable policy environment for fostering
innovation.
“Both countries reiterated their interest in
sharing information and best practices on IPR
issues, and reaffirmed their commitment to
stakeholders’ consultations on policy matters
concerning intellectual property protection,” a joint
statement issued after the meeting of the two
leaders said.
Recognizing the progress made in constructive
engagement on intellectual property under the last
round of the India-US Trade Policy Forum held in
November last year, the two sides also looked
forward to enhance “engagement on IPR in 2015
under the High Level Working Group on IP, to
the mutual benefit of both the countries,” the
statement said.
The statement assumes significance as the US
companies have alleged that India’s IPR regime is
discriminatory, particularly for pharmaceutical
industry.
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Under the Trade Policy Forum, India and the
US have set up a high-level working group on
intellectual property. The TPF is the principal trade
dialogue body between the countries.
It has five focus groups: Agriculture,
Investment, Innovation and Creativity, Services,
and Tariffs and Non-Tariff Barriers.
On 30 April, the US had brought out the Special
301 Report, an annual review of the global state of
IPR protection and enforcement, in which it has
classified India as a ‘priority watch list country’.
On the report, India had said that the Special
301 process is a unilateral measure taken by the
US under their Trade Act 1974 to create pressure
on countries to increase IPR protection beyond the
TRIPS agreement.
Earlier, the US industry had also raised the
matter of India’s rejection of patents for BristolMyers Squibb’s Sprycel and Novartis AG’s Glivec.
It expressed concerns over issuance of a single
compulsory license (CL) by India.
The concern identified in the US report are
based on the inputs provided by the American
industry on their perception of the level of
protection provided by India to Intellectual
Property.
Issues that have been flagged in the report
include, concerns over the provision of section 3(d)
of the Patent Act, CL, inclusion of a statement
relating to CL for green technologies in India’s
National Manufacturing Policy and challenges
relating to enforcement of IP Rights.
Section 3(d) of the Indian Patent Act 1970 does
not allow patent to be granted to inventions
involving new forms of a known substance unless
it differs significantly in properties with regard to
efficacy.
(http://articles.economictimes.indiatimes.com
25 January 2015)
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US Concludes OCR of India’s
Intellectual Property Policies
C ITING positive steps taken by the

Modi
government in addressing America’s concerns on
intellectual property (IP) rights, the US has
concluded its Out-of-Cycle Review of India’s
intellectual property policies.
India has made useful commitments in recent
months to institutionalize high-level engagement,
pursue a specific work program and deepen
cooperation and information exchange with the US
on IP-related issues under the US-India Trade
Policy Forum, the United States Trade
Representative (USTR) said in a statement as it
announced to have concluded the OCR.
The USTR is the government agency responsible
for developing and recommending trade policy to
the president of the United States.
In the Special 301 Report published in April,
the USTR had announced that the US would initiate
an OCR of India in the fall of 2014 to evaluate
progress toward achieving meaningful, sustained
and effective engagement on the IP issues with the
country.
Over the last few months, there have been
multiple constructive engagements with the Indian
officials on the broad range of issues of concern to
the US and its stakeholders, the forum said and
cited the number of steps being taken by the new
Indian government in this regard.
The USTR officials hoped that these initial steps
would culminate in India addressing its concerns
over the IP issues.
“The US notes these steps and urges India to
further strengthen and deepen our bilateral
engagement on IP issues in the coming months and
beyond,” the USTR said.
The USTR, in a statement, also welcomed the
opportunity to implement fully with India the
agreed 2015 work plan on intellectual property as
well as each of the IP-related commitments
announced as part of the November 2014 Trade
Policy Forum.
(http://articles.economictimes.indiatimes.com
13 December 2014)
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US Pharma Companies Want
Dialogue with India on Intellectual
Property Rights
TOP executives of American pharma companies

favour “dialogue” with India and “not
confrontation” to address their concerns on key
issues like the protection of intellectual property
(IP) and clinical trials.
Arguing that global pharma companies share
the same goal of “patient first” with that of the
Government of India, corporate executives
attending the day-long “US-India BioPharma and
Healthcare Summit” organized by the USA-India
Chamber of Commerce said they should not be
considered as adversaries by New Delhi.
While asserting there can be no compromise
on IP protection issues, executives from top US
pharma companies said that they are willing to
work with India like - tier pricing - to come out
with a solution, which is acceptable to both the
parties.
“We can sit around a table and have a dialogue.
We need to move from seeing the industry as
adversary to work together to help patients.
The only way we can do it is by having
collaboration and actually a dialogue,” said Bahija
Jallal, executive Vice President of MedImmune, a
prominent bio-tech company.
“We want to work together with the Indian
Government. But we can’t right now, go (to India)
in a meaningful way if there is no IP protection,”
said Ms. Jallal adding that New Delhi’s compulsory
licensing policies would force pharma companies
to go to some other countries.
“The Government has to understand, the first
thing that we care about is the patient. We can have
a dialogue.
Every country that we go to, we understand
the different layers that exist economically,” she
said.
Dr Robert Langer, David J. Koch Institute
Professor at the prestigious Massachusetts Institute
of Technology (MIT), argued that not protecting
intellectual property would destroy innovation in
the long term.
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)
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Patents system, he said, is very important for
encouraging many aspects of innovation.
“Having investment capital, having laws that
encourages investment into innovation is
important,” Dr. Langer said.
(http://articles.economictimes.indiatimes.com
28 June 2014)

India Needs to Adopt New
Intellectual Property Rights
Protection Norms: US
THE US government has highlighted the need for

India to adopt new norms relating to protection
of intellectual property rights (IPRs), local sourcing
norms and mobility of highly skilled labour.
The US government’s latest stand was pointed
out by US Trade Representative Ambassador
Michael Froman at a closed door roundtable held
in New Delhi with several leading industry
groups.
Ambassador Froman said that high standards
for IPR were being adopted by the Trans-Pacific
Partnership (TPP), and India too needs to look at
its current IPR standards.
At the same time, Mr. Froman said there is a
need to address trade related issues where there
is no current agreement yet, said industry lobby
Confederation of India Industries (CII), whose
members had participated in the roundtable.
Ambassador Froman further spoke of US
President Obama’s recent executive order on
immigration which will benefit Indian H1B visa
holders and their spouses.
He expressed the hope that the latest move by
the US president will help ease concerns of Indian
companies on the movement of high-skill labour
in the US.
On the subject of further Indian economic
reforms, CII president Ajay Shriram said: “The
government is committed to opening up the Indian
economy. We have already seen this with the
defence sector and expect the trend to continue in
other areas also.”
(http://articles.economictimes.indiatimes.com
24 November 2014)
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Indra Nooyi-headed PepsiCo
Backs India’s Much-Disputed
Intellectual Property Rights
US pharmaceutical companies may be gunning for

India’s patent regime, but New Delhi has found a
prominent MNC ally in this high-profile dispute.
Indra Nooyi-headed PepsiCo has backed India’s
regime of intellectual property rights, it said in
comments to the US Trade Representative.
PepsiCo, the $66 billion food and beverage
giant, joins other US-headquartered companies
such as aircraft maker Boeing and conglomerate
Honeywell Inc, which earlier this year expressed
satisfaction with India’s IPR policy regime before
the US Trade Representative’s office, which is
reviewing the effectiveness of the country’s policies
in protecting innovation.
“PepsiCo has been successful in working with
the Indian government to secure and enforce its
IPR. We applaud the substantial steps India has
taken over the 25 years that PepsiCo has had
significant presence in India to improve the ability
to seek and enforce IPR,” according to a submission
by Thomas P. Schlur, chief counsel of IP at PepsiCo,
to the USTR. US drug firms are lobbying with their
government to pressure India to change some of
its patent policies, which they say are detrimental
to innovation and investment. Pharmaceutical
Research and Manufacturers of America (PhRMA),
a grouping of leading drug innovators, German
company Bayer, and Biotechnology Industry
Organization, an alliance of biotech firms, continued
to attack India for its weak IPR policies in their
latest submissions.
But none of them has pushed strongly for a
downgrade of India, which would result in
sanctions, at this juncture. The USTR, while
announcing an ‘out of cycle’ review early this
month, had already made it clear that it will not
revisit India’s designation in 2014.
PepsiCo says India is one of its largest and
fastest-growing markets and the company has
committed to invest an additional $5.5 billion in
the country by 2020. India-born Ms. Nooyi is
Chairman and Chief Executive Officer of PepsiCo.
Calling intellectual property protection and
enforcement a cornerstone of its businesses, Mr.
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Schlur said, “PepsiCo has registered a significant
number of its trademarks in India and protects
many of its inventions through patents in India.”
Among its smaller cribs, Pepsi counts delays
in trademark processing and burdensome annual
data filing requirements on how the company is
working its patents in the country. PhRMA’s vice
president Jay Taylor told the USTR that it has failed
"to secure high-level meetings with Indian foreign
officials, despite repeated attempts" and India
should disband a panel it has set up under its health
ministry to consider cases of government-initiated
compulsory licensing for patented drugs.
Compulsory licensing is when a government
allows someone else to produce a patented product
or process without the consent of the patent owner.
Indian law allows the government to give licence
to generic drug firms to make cheaper versions of
patented drugs in case of national emergencies,
extreme urgency or public non-commercial uses.
PhRMA also wants India’s patent grant system to
be linked to its drug approval system and so that
the regulator doesn’t dole out marketing approvals
to drugs under patent.
Mr. Taylor, along with Phil Blake, president
of Bayer Corp, urged the US to make India promise
it would never mull compulsory licensing on the
ground that a foreign company failed to make the
drug locally and explain it.
It was Bayer’s liver cancer drug Nexavar, for
which the Indian patent office issued the first
compulsory license in 2012. Bayer went on to urge
the US government to extract a commitment from
India that it will not issue such licences without a
dialogue with the patent-owners (under section 84
of the Indian Patents Act) and unless it meets
genuine public health emergencies, as envisaged
in its global commitments.
Compulsory licensing is one of the flexibilities
on patent protection included in the World Trade
Organization’s agreement on intellectual property
— the Trade-Related Aspects of Intellectual
Property Rights Agreement.
The TRIPS Agreement does not specifically list
the reasons that might be used to justify
compulsory licensing. While section 84 of the Indian
Patents Act allows a generic drugmaker to apply
for a CL, section 92 empowers the government to
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initiate the process to seek applications for such a
licence.
Industry bodies such as US Chamber of
Commerce and US India Business Council have
voiced similar IP-related concerns, including
seeking data protection and demanding that India
relax its additional patentability criteria for
incremental innovation. The USTR, under its annual
“Special 301” Report on the adequacy and
effectiveness of trading partners’ protection and
enforcement of IPR, has been reviewing whether
India’s IP regime has deteriorated enough to
warrant a downgrade in its status to "Priority
Foreign Country."
(http://articles.economictimes.indiatimes.com
3 November 2014)

Cipla Seeks Adoption of
Pragmatic Intellectual Property
Rights Policy
PHARMA major Cipla Ltd. has sought adoption
of a pragmatic Intellectual Property Rights (IPR)
policy including in-licensing within the present
framework of its international obligations.

“We have always believed that free competition
is the only way to ensure fair prices and better
availability of drugs. We strongly believe that
there should be no monopolies in healthcare; and
in that context, India should adopt a pragmatic
Intellectual Property Rights (IPR) policy including
in-licensing within the present framework of our
international obligations,” Cipla chairman Y.K.
Hamied said in the company’s annual report.
Many countries such as Brazil, Thailand,
Indonesia and Malaysia have already introduced
compulsory licensing provisions. India must also
examine the monopoly position of drugs and build
safeguards to ensure that this does not happen.
India has always stood for the promotion of
knowledge and consideration for the greater good,
Mr. Hamied said.
India’s pharmaceutical exports registered the
slowest growth in at least 15 years at 1.2 per cent
to $14.84 billion last fiscal amid growing tension
with the US over intellectual property rights (IPR)related issues.
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As the IPR issues raised by the US – India’s
biggest market – are unlikely to be resolved any
time soon, industry observers say that pharma
exports will miss the target of $25 billion set for
2014-15 in a government strategy paper.
According to Ministry of Commerce & Industry
data, in 2012-13, the country’s pharma exports
aggregated $14.66 billion.
The growth registered in 2013-14 is the slowest
in nearly 15 years. The previous slowest was in
2009-10 when the pharma exports grew by just 5.9
per cent. In calendar year 2000, they grew by 7 per
cent.
(http://profit.ndtv.com 17 August 2014)

India Needs to Modify Intellectual
Property Rights Regime to Attract
FDI: Report
INDIA needs to modify its Intellectual Property

Rights (IPR) regime and fast-track legal system to
attract foreign investments, according to a report.
“India must sort out some contours of its IPR
regime. The legal system must be fast-tracked and
the use of compulsory licensing (CL) for essential
pharmaceutical drugs must be the exception and
not the norm,” it suggests.

The report has been released by the Europe
India Chamber of Commerce (EICC) and European
Business and Technology Centre (EBTC) in cooperation with the European Business Group. The
US industry too has raised concerns over India’s
IPR laws particularly in the pharmaceuticals sector.
However, Indian government has maintained that
its IPR laws are in compliance with WTO norms
and rules.
The report also said that over the last two years,
Government of India has taken several steps to
remove FDI barriers in a range of sectors but “it
calls for swift implementation” of those measures.
It said: “Modalities such as land acquisition,
revenue sharing and others must be discussed and
debated by the States and the Centre before a
formal policy decision is taken.
“Many EU companies find out that the actual
market scenario in India is distinctly different from
their original understanding.” Reforms also need
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)

to be initiated in trade facilitation and export
promotion, it added.
“Companies that invest in India need to have
lot of patience and deep pockets to sustain cash
flow uncertainties. They should focus on the
potential and not the short-term challenges,”
EICC’s Research Head Adith Charlie said.
Further, it claimed said that European companies
had spent US$198 billion in India during the last
10 years.
“In the same period, Japanese and US firms
channelized US$138 billion and US$50.7 billion
respectively into their India units. This gives EU
enterprises the distinction of being the largest
inbound investor into India,” it said. EU firms have
spent US$118 billion on 2,566 green field (new)
projects and also acquired interests in 1,442
companies for US$80 billion.
“Tactical Greenfield investments, landmark
acquisitions and steadfast dedication through
uncertain economic cycles have been the key
ingredients of the success enjoyed by European
companies in India,” it said quoting EICC Secretary
General Sunil Prasad.
The study found that despite the challenges
facing the Indian economy, EU firms are optimistic
about the next 5 years. “The common consensus is
that the next government would usher in a fresh
round of growth,” Shri Prasad added. The report
titled "European Companies in India: Reigniting
Economic Growth", said that EU companies
collectively provide direct employment to 1.5
million Indians.
(http://articles.economictimes.indiatimes.com
7 May 2014)

Intellectual Property Rights
Attorneys Association Petitions
British Envoy over Mango Ban
WITH the British Parliament scheduled to debate
EU ban on mango imports from India on 8 May,
the city-based Intellectual Property Rights
Attorneys Association (IPRAA) has written to the
British High Commissioner in India seeking UK’s
intervention in the matter. Association President
and advocate P. Sanjai Gandhi said the ban which
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would be in force for two seasons till December
2015, “subject to a review”, will cause about `50
crore loss to farmers in Maharashtra region alone.
“This ban, coupled with crop losses due to
inclement weather conditions in the state, will add
to the farming community woes,” he said urging
the Centre also to take steps to revoke the ban.
The EU has banned the import of Alphonso
mangoes, the king of fruits, and four vegetables
from India for the period from 1 May to December
2015 after authorities found consignments infested
with fruit flies. Noting that there are 36 scheduled
food products monitored by Agricultural and
Processed Food Products Export Development
Authority (APEDA), he said all products including
fresh mangoes exported from India are duly
screened by the APEDA.
He said Indian exporters were already
following the procedures as required by law, and
alleged that the latest ban had been clamped for
some other reason. “There are significant
shortcomings in the ‘phytosanitary certification
system’ of such products exported to the EU,” he
said. British parliament is to debate the issue on 8
May following the initiatives of Leicester MP Keith
Vaz, who has already written to the European
Commission President to try to lift the ban on the
import of mangoes from India, Shri Gandhi said.
“On behalf of the people of India, we request
you to convey these facts to all the members of the
British Parliament in order to revoke the ban on
the import of mangoes, including Alphonso variety
of the fruit, imposed by the EU,” the IPRAA said
in its letter to the British High Commissioner in
India.
(http://articles.economictimes.indiatimes.com
6 May 2014)

India Invites US to Discuss
Intellectual Property, Market
Access After Polls
INDIA said it would hold trade talks on intellectual

property rights with the United States after its
general election, buying time to address friction
over drug patents until a new government is
formed.
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Commerce Secretary Rajeev Kher praised a
decision by the US Trade Representative not to
label India with its worst offender tag in an annual
scorecard on protecting US patents, copyrights and
other intellectual property.
“It is a very sensible decision,” Shri Kher, India’s
chief trade negotiator, told Reuters, saying India
was committed to protecting copyrights and
reining in piracy. “They know very well that India
is in transition,” he added.
But he defended India’s right to overrule
patents in special cases - a bone of contention
between the US drugs industry and New Delhi,
which wants its 1.2 billion people to have access to
affordable medicines.
India and the United States set great store by
the economic potential of bilateral ties, but their
relationship has been troubled by diplomatic and
trade battles.
Their $100 billion annual trade is seen as below
its potential. Washington says it should be five times
that.
In 2012, India issued its first-ever “compulsory
licence” to domestic drugmaker Natco Pharma Ltd.
on a kidney and liver cancer drug, Nexavar,
patented by Germany’s Bayer AG - allowing a
generic version to be made before the patent
expired.
Compulsory licensing is compliant with the
rules of the World Trade Organization and the deal
on Trade Related Aspects of Intellectual Property
Rights (TRIPS), Shri Kher said, emphasizing that
such licences would be the exception and not the
rule.
“That should not be construed to mean that
India would be taking compulsory licence as a
routine manner of importing technology into the
country,” Shri Kher told a news conference.
India’s drug-makers welcomed the easing of
near-term US pressure: “There is always scope for
improvement,” said D.G. Shah, secretary general
of the Indian Pharmaceutical Alliance.
“This can be done through a process of
constructive dialogue, not by holding a gun to the
head.” With Indian markets on holiday, there was
no price reaction by drugs stocks.
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)
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Innovation vs Access

Increased Access to Treatments

The United States kept India on its Priority
Watch List along with China and eight other
countries. It said it would start a special review of
India in the fall and address concerns with the next
government.

But they have been frustrated by a series of
decisions on patents and pricing, part of New
Delhi’s push to increase access to treatments in a
country where only 15 per cent of people have
health insurance.

Shri Kher said he would meet his US
counterpart in June or July, with a bilateral meeting
between the two governments to follow. Top
bureaucrats such as Shri Kher are not political
appointments and usually remain during changes
of government.

Some US lawmakers and lobbyists say the
approach sets a precedent against intellectual
property rights and want sanctions on India to
deter others from following its example.

India is in the middle of a five-week general
election in which the ruling Congress party-led
government is likely to suffer a severe defeat
at the hands of the Hindu nationalist
Bharatiya Janata Party (BJP). Results are due on
16 May.
The BJP’s candidate, Narendra Modi, was
shunned by the United States for years after a
deadly spasm of religious violence in Gujarat in
2002, early in his term as chief minister of the
state.
Washington revoked Shri Modi’s US visa in 2005
and only recently signalled he would be welcome
to visit if elected.
It is not yet known what the BJP’s stance will
be on global trade issues.
“The party is very clear that India’s interests
will be protected with rigour,” said BJP spokesman
M.J. Akbar, but added that precise policies could
only be decided after the election.
Like other emerging markets, India is battling
to contain healthcare costs and boost access to
drugs to treat diseases such as cancer, HIV/AIDS
and hepatitis.
Indian firms such as Ranbaxy Laboratories Ltd,
Wockhardt Ltd and Sun Pharmaceutical Industries
Ltd produce 40 per cent of generic and over-thecounter drugs sold in the US.
Western drug-makers, including Pfizer Inc,
Novartis AG, Roche Holding AG and Sanofi SA,
in turn covet a bigger share of the fast-growing
drugs market in India.
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The USTR said India’s limits on the approval
of pharmaceutical patents, a convoluted process for
patent challenges and the fact that the government
was considering opening a series of patented drugs
to generic manufacturers created “serious
challenges” for some innovators.
But advocates for health rights say India is not
breaking any rules and see the country as a global
leader in providing life saving medication to the
poor.
(http://www.ndtv.com)

ARTICLES
Intellectual Property Rights: France Goes
Beyond EU Protection Levels in Certain
Areas by Joseph Smallhoover, Kathie D.
Claret and François-Xavier Mirza,
16 March 2015.

FRENCH

law n°2015-195 of 20 February 2015,
transposing EU law on aspects of intellectual
property and cultural heritage (“Law of 20
February 2015”), is part of an effort to strengthen
the protection and promotion of French and
European cultural heritages, in particular in terms
of related rights.
The Law of 20 February 2015 transposes
directive 2011/77/EU on the term of protection of
copyright and certain related rights (“Directive
2011/77/EU”), directive 2012/28/EU on certain
permitted uses of orphan works (“Directive 2012/
28/EU”) and directive 2014/60/EU on the return
of cultural objects unlawfully removed from the
territory of a Member State (“Directive 2014/60/
EU”).
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1. Transposition of Directive 2011/77/EU
The amendments made to Article L.211-4 of
the French Intellectual Property Code, on the term
of protection of related rights, are the most
remarkable contributions of the Law of 20 February
2015.
Related rights apply to certain categories of
people who are not authors but whose creative
contribution to a work justifies the granting of
protection. Related rights apply to (1) performers,
(2) producers of phonograms and videograms,
namely any natural or legal person who first
provided the fixation of a sound or image sequence
protected by a copyright, and (3) broadcasting
companies.
The principal amendments brought by the Law
of 20 February are as follows:
• A 20-year extension of the term of protection of
some related rights.
In case a work protected by copyright is made
available to the public, or broadcast, the term of
protection of 50 years is extended to 70 years for
performers whose interpretation is recorded on a
phonogram and for producers of phonograms.
• Introduction of an additional yearly
compensation, during the 20-year extension
term, for those performers remunerated on a
lump-sum basis by producers of phonograms in
exchange for the assignment of their rights.
This additional remuneration amounts to 20 per
cent per year of the total revenue received by the
phonogram producer for the exploitation of the
phonogram containing the authorized sound
fixation. However, the producers of phonograms
with fewer than 10 employees and with a turnover
or annual balance sheet amounting to less than •2
million can be exempted from this additional
remuneration.
• Introduction of the possibility for a performer
whose work is insufficiently exploited by a
phonogram producer during the term extension,
to terminate the agreement whereby the
performer assigned his/her rights to the
producer.
This is known as a “use it or lose it” system of
protection.
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The transposition into French law of Directive
2011/77/EU presents the following benefits:
• For performers, the extension of the term of
protection of related rights will prevent having
the protection expire during the performers’
lifetime, thereby depriving them of
remuneration and of the possibility to object to
the use of their work.
• For the producers of phonograms, the extension
of the term of protection of related rights will
bring about a better return on investment. This
will hopefully promote the emergence of new
artists.
• The additional yearly remuneration and the
possibility of termination granted to performers
may well pave the way for more balanced
contractual relationships between performers
and some of the bigger producers, which often
prove to be lopsided.
Of particular interest is that the starting point
of the protection of related rights, as from 1st
January of the calendar year following the date
when the work is made available to the public or
broadcast, is more favourable than what was
provided by the Directive 2011/77/EU which set
out that the protection should be granted as from
either of these two events, whichever is the earlier.
France therefore goes beyond EU protection
requirements in this respect.
However, if the work is not broadcast nor
made available to the public, the term of protection
remains unchanged, i.e. 50 years as from 1st
January of the calendar year following the date
when the work was first interpreted or fixed on a
phonogram. This 50-year term protection also
remains applicable to performers whose
interpretations are recorded on a videogram, to
the producers of videograms and to broadcasting
companies who remain out of the scope of the
extension of the term of protection.
2. Transposition of Directive 2012/28/EU
The Law of 20 February 2015 also transposes
Directive 2012/28/EU, which provides how, under
certain conditions, an orphan work can be used
and made available to the public. Orphan works
are those works still under protection of a copyright
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but whose rights holder – provided diligent
searches have been conducted – could not be
identified or located in order to obtain
authorization for the exploitation of the work.
Public libraries will mainly benefit from these
provisions allowing them to make available to the
public electronically orphan works contained in
their archives. This opens up the possibility to
exploit works that otherwise would have been left
aside.

the money” approach which aims at depriving
commercial scale infringers of their revenues.

3. Transposition of Directive 2014/60/EU

“The Commission’s approach […] ought to be
focused on the fight against commercial scale
infringement activity.”

The transposition of Directive 2014/60/EU
into French law has introduced provisions in the
French Code of Cultural Heritage aiming at
facilitating the restitution of cultural objects
considered by a Member State to be national
treasures and which have unlawfully been
removed from its territory since 1993. A system
of cooperation between Member States has been
set up so that the relevant cultural object’s
location can be identified, as well as its owner,
possessor or holder. The system also provides
how to conduct return proceedings.
(http://www.lexology.com)

EU Needs Renewed Consensus on
Intellectual Property Rights
by Pavel Svoboda, 11 March 2015.

INTELLECTUAL

property rights are one of the
driving forces of innovation and creativity and are
a key contributor to competitiveness and
employment in the European Union. Both online
and offline should be considered in policy actions
against intellectual property rights infringement,
but it is clear that online issues are of greatest
concern to the majority of citizens.

As a rapporteur on "Towards A Renewed
Consensus on the Enforcement of Intellectual
Property Rights: An EU Action Plan", I welcome
the basic principle of the Commission’s approach,
which is to build upon the consensus that
intellectual property enforcement policy ought to
be focused on the fight against commercial scale
infringement activity.
It is clearly no one’s intention to criminalize
individual users but to apply a so-called “follow
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)

I believe that everybody involved in the current
discussion shares the idea contained within the
action plan which is to arrive at a renewed
consensus on how intellectual property rights are
exercised. To achieve this we need to better
understand the challenges of the changing digital
environment that goes hand-in-hand with rapidly
changing technologies.

There is no doubt that all these new
opportunities have changed the behaviour of users.
We need to understand this change before
proposing awareness campaigns. I am of the
opinion that this can no longer be done in the old
fashioned way and needs to also take into account
the legitimate expectations of users.
There has not been sufficient progress made
in developing new business models that could
provide users with new ways of accessing legal
content, therefore I would like to reiterate that the
Commission and member states should put more
pressure on industry to develop acceptable offers
that are diversified and attractive.
Regarding enforcement, it is clear to me that
the discussion should start with the current
intellectual property legislation and the ways it
could be amended.
Further assessment should be carried out on
the application of the intellectual property rights
enforcement directive and the limitations of the
legal framework as regards online activities.
We need to give the EU a comprehensive
strategy, which should include as far as
infringement is concerned and in addition to the
non-legislative actions presented by the
Commission, a strong legal framework.
Even before this reform could take place we
should focus on helping small and medium sized
enterprises to be in a better position as regards
intellectual property rights enforcement, by
developing business to business services, such as
mediation.
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I hope we can find a common understanding
on this important issue in order to be able to
provide an effective set of measures which could
protect intellectual property rights throughout the
EU. I believe this is an area where all European
institutions should work together and I hope that
the upcoming discussion will be followed by
continued cooperation.
(https://www.theparliamentmagazine.eu)

IPR & Common Man by Chirag Bhatt,
9 February 2015.

THERE are several special laws covered under the

umbrella of Intellectual Property laws. These laws
are: trademarks, copyrights, patents, design,
geographical indications of goods, protection of
plant varieties & farmers’ rights, biological
diversity and semiconductor integrated circuits
layout-design.
In India, Intellectual Property laws are at a
cradle stage as if an infant makes an attempt to
peep from its cradle though many attempts are
being made to weigh the IPR and to emphasis the
real essence of these laws from every corner of
the world. In India, is a common man affected by
the laws related to Intellectual property? if the
answer is yes, how is so? A peasant may be aware
of his rights of property, i.e. land, but a penman
or an industrialist may not be aware of his rights
of intellectual property in our country. This is the
present scenario as far the laws related to
intellectual property and common man are
concerned.
IP laws protect the rights of an individual
and an interest of public at large. Awareness of
IPR plays a dominant role to protect the rights
of an individual and an interest of public at large
so that the gap between IPR and common man
may be bridged. A person who spends almost
his entire life for any invention which may be
helpful to the society at large and when the time
to get the fruits of his endeavor comes,
somebody else enjoys the fruits of it, that cannot
be tolerable but in many cases that person who
has invested his entire time of life for invention
may not be aware of it. This is even more pathetic
that somebody is imitating the original and the
author or the creator or inventor or proprietor
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of that original goods or invention may not be
aware of it.
The laws related to IPR are boons not only for
the inventor or creator or proprietor of goods but
also for mankind as the laws of IPR are backbone
for industrial growth of the country which directly
or indirectly affects the common man of this
country. IPR can be a milestone for the industrial
and technological progress, economic growth and
socio-economic situation of any country if it can
be spread and reached to the common man in its
real sense. The fragrance of the laws of IP becomes
eternal when a common man makes himself aware
of it as every common man has some specialty to
do something new and original which is required
to be protected in the interest of mankind at large.
Awareness of IP laws and avoidance of imitation
of any original thing among common people can
be the latest version and vision for protecting their
own rights. As this is an era of science and
technology, it is the higher time to say “NO” to
the duplication, imitation, copy of the original and
genuine products so that there would be a society
where everybody is aware of their IPR and such
society can be called “utopian society.”
The question is how such utopian society for
IPR can be made in cosmopolitan country like us.
The Government, lawyers, judiciary, corporate
personalities and law teachers and students can
make the utopian society by spreading knowledge
of Intellectual Property laws among the people by
arranging IP awareness camp at ground level.
Arranging camps for IP knowledge among people
and police become helping hand to develop a good
society. Socio-legal situation of the society is grown
up by such type of IP camps. If a person is aware
of his IP rights, he can make the other person aware
and gradually such type of progress can be a part
of development of country which may not be seen
directly but it is there. The statutes of IP are not
limited to industry only as it is false impression
that IP litigation is luxurious litigation for IP
practitioners. The laws of IP are meant for people
and such laws can be proved revolutionary laws
when a common man of this country becomes
aware of his IPR as IPR becomes the pivotal part
of life knowingly or unknowingly. No one can
escape from IPR as IPR starts from morning tooth
brush or paste and ends with evening dinner.
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A common man is using an android phone
now-a-days which is the matter of taking pride
for the country like India but when he comes
more aware about not using piracy software,
those days would be the days of IPR and there
would be a window of IPR to be open and it
would be a genuine moral as well as economic
progress of a common man.
(http://www.lawyersclubindia.com)

Life Sciences: Protecting the Crown
Jewels - Important Strategies for
Licensors of Intellectual Property
by Lori M. Waldron, February 2015.

AN innovator or owner of patent rights or other
technology in the life sciences arena is often
unable, because of lack of financial or other
resources, to develop or commercialize a
pharmaceutical product covered by such
intellectual property rights. In these cases, the
innovator/owner (the licensor) will frequently
out-license the invention to a third party (the
licensee) for development and commercialization
by such licensee. The resulting license agreement
can be a complicated document. In this article, I
will address some of the important licensing
considerations that a licensor should take into
account before executing a license agreement.
Consider the Exclusivity v. Non-exclusivity of
the License Grant
An initial consideration in a license
agreement is whether the license grant will be
exclusive or non-exclusive to the licensee. If the
license grant is exclusive, then the licensor
typically agrees not to grant a license to any third
party. If the license grant is non-exclusive, then
the licensor typically is permitted to grant further
licenses to third parties. Even in an exclusive
license, however, the licensor may want to retain
certain rights for itself. For instance, the licensor
may want to preserve for itself the right to enter
into certain geographical markets or fields of use.
The parties should be very clear in the license
agreement as to whether or not the licensor is
permitted
to
exercise
any
R&D,
commercialization or other rights during the
term of the license agreement.
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)

Whether a license is exclusive or non-exclusive
will set the tone for the associated rights and
obligations of the parties set forth in the remainder
of the license agreement. For example, an exclusive
licensee is usually subject to “diligence” obligations,
requiring it to exploit the licensed technology in
order to maintain the license grant; a non-exclusive
licensee is usually subject to limited or no such
obligations. Also, an exclusive licensee usually has
more rights than a non-exclusive licensee with
respect to the prosecution, maintenance, defense
and enforcement of patent rights.
Also Consider the Scope of the “Field of Use”
and “Territory”
Other important initial considerations in the
license agreement are the scope of the licensed field
of use and the scope of the licensed territory. A
“field of use” defines the field in which the licensee
may exercise the licensed rights and may take one
of many forms. For example, the field of use may
be all encompassing (“any and all fields and
applications”), may be limited to only therapeutic
or only diagnostic products, may be limited to only
biologics or only small molecule products, or may
be limited to a specific medical indication (e.g.,
cardiac indications). Especially in the case of an
exclusive license (and based on the nature of the
licensee), it is sometimes better for the licensor to
limit the field of use. Then the licensor would be
permitted to grant subsequent rights to other
parties in the non-licensed fields. Alternatively, if
the field of use is broad, the licensor should require
that the licensee actually exercise its rights in certain
specified fields in order to maintain such rights. If
the licensee fails to exercise its rights in a specified
field of use within a certain period of time, the
licensor’s remedies could include the right to
terminate the license agreement in its entirety, the
right to terminate the license agreement with
respect to one or more specific fields and/or the
right to convert an exclusive license grant in such
field to a non-exclusive grant.
Considerations regarding the “territory” are
very similar to the considerations regarding the
field of use. Often, in order to maintain an exclusive
worldwide territory grant, the licensee is required
to exploit the licensed technology in specified
countries. For example, the licensee may be
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required to develop and commercialize a product
covered by the licensed technology (licensed
products) in the United States and at least one other
“major market country” (e.g., Japan, France,
Germany, Italy, Spain and the United Kingdom).
Again, the licensor’s remedies for the licensee’s
failure to satisfy this obligation could be similar to
the remedies set forth above for field of use.
Maximize the Royalty Payments
Pursuant to the terms of the license agreement,
the licensee will most likely be required to pay to the
licensor a royalty based on sales of licensed products.
Although the determination of the amount of royalty
is in large part a business decision and takes into
consideration, among other things, the scope and
strength of the licensed patent and other intellectual
property rights, the breadth of the field of use and
territory, whether the licensed product is a
therapeutic product (typically a higher royalty rate)
or a diagnostic product, and whether the license grant
is exclusive or non-exclusive, there are many
important legal nuances that the licensee could and
should consider. One such nuance is the calculation
of “net sales.”
The amount of royalty owed by the licensee is
normally calculated by multiplying the royalty rate
by the amount of sales of the licensed products.
The royalty rate does not need to be a flat rate
and could be graduated, for example, with a rate
change as sales increase. In determining the “sales”
portion of the royalty calculation, it is more
advantageous to the licensor that sales be based
on amounts invoiced (as opposed to amounts
received) by the licensee, thus keeping the risk of
bad debt (i.e., a sales amount is invoiced but not
actually received by the licensee) with the licensee.
Also, although “net sales” (as opposed to “gross
sales”) is the usual royalty base, the licensor should
restrict the deductions taken into account to
determine such net sales. For example, although
the “net sales” calculation frequently includes
deductions from gross sales for governmental taxes
and charges, customer credits and rebates, and
transportation, storage and insurance expenses, the
licensor should avoid less typical deductions such
as sales commissions owed by the licensee or a
catch-all deduction for “other reasonable
deductions.”
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Ensure That the Inventions Are Fully Exploited
Once a licensor licenses its invention to a third
party in an exclusive license arrangement, the
licensor will lose much control over the day-today use of the technology. It is imperative that the
licensor requires the licensee to actually exploit the
technology in a timely manner and devote sufficient
time, money and resource to such exploitation.
Almost all exclusive patent or technology license
agreements contain a “diligence” provision
requiring the licensee to employ certain efforts with
respect to the research, development and
commercialization of licensed products. Generally,
the diligence requirement provides that the licensee
must use “commercially reasonable efforts” to
advance the product through the pipeline and sale
process. However, the meaning of “commercially
reasonable efforts” is not precise and the two
parties to the contract could interpret the phrase,
and the corresponding diligence requirement, quite
differently.
A prudent licensor defines the diligence
requirement more exactly. Ideally, the diligence
requirement would be accompanied by diligence
milestones, contractually obligating the licensee
to reach certain developmental, regulatory or
sales milestones by certain target dates or to
spend a certain dollar amount on the licensed
product in a given time period. Additionally,
different diligence standards could apply with
respect to different jurisdictions. If the licensee
fails to meet its target, the licensor would be
entitled to one or more remedies such as a
financial payment from the licensee or a right of
termination.
Maintain Control over Patent Prosecution
In an exclusive patent license arrangement, the
licensee usually pays for the costs associated with
patent prosecution and maintenance. Even in a nonexclusive arrangement, the licensee could be
required to pay for a portion of such amounts.
Though the licensor bears some or all of the patent
prosecution and maintenance expenses, the licensor
should ensure that it ultimately has control. Ideally,
the license agreement should provide that the
licensor controls the prosecution and maintenance,
perhaps with counsel reasonably acceptable to the
licensee. The licensor could allow the licensee to
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)

News/Articles

provide input into where (which jurisdictions) the
licensor will prosecute and maintain the patents.
However, the licensor should have the final say as
to the scope and jurisdiction of the patent filings.
In order to address a licensee’s concern that it
would be required to pay for expenses in
jurisdictions where the licensee does not deem
patent coverage to be necessary or desirable, the
license agreement could provide that the licensee
may notify the licensor that the licensee will not
pay the patent costs in a particular jurisdiction – in
which case the licensee would probably lose its
license rights (or at least its exclusivity, in the case
of an exclusive license grant) with respect to such
jurisdiction.
Carefully Consider Termination Provisions
A license agreement includes customary
termination provisions. For example, each party
usually has the right to terminate the agreement
in the case of an uncured material breach by the
other party. Additionally, the licensee typically has
the right to terminate the license agreement for
convenience (without cause) following some notice
period (e.g., 90 days). Following termination of
the license agreement, the licensor may want to
either resume R&D or commercialization efforts
on its own or re-license the technology to another
suitable third party. In order to avoid the need to
duplicate efforts (and expenditures) of the first
licensee, the licensor should give careful
consideration to the termination provisions in the
license agreement. Ideally, if the licensee terminates
the license agreement for convenience (i.e., the
licensee walks away from the technology) or the
licensor terminates the license agreement because
of an uncured material breach by the licensee, the
licensee would be required to automatically assign
to the licensor, for no additional consideration or
for some agreed upon payment, all of the results,
know-how and intellectual property generated by
or on behalf of the licensee under the license
agreement and all regulatory files, regulatory
approvals and other rights related to the licensed
product. Thus, the licensor or its new licensee
would be able to capitalize on the past work
performed by the licensee, expedite timelines and
reduce expense.
(www.silliscummis.com)
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Intellectual Property Rights Issues Could
Get A Resolution System
by Nayanima Basu, 25 September 2014.

ONE of the main outcomes of Prime Minister
Narendra Modi’s visit to the US is going to be the
launch of a dialogue mechanism on issues related
to intellectual property rights (IPR), a major irritant
in India-US ties.
The dialogue mechanism, likely to get a
mention in the joint statement after the muchtouted meeting between Shri Modi and US
President Barack Obama, will subsequently
commence under the India-US Trade Policy Forum
likely in November, a top official told.
It is learnt that following the Prime Minister’s
visit, US Trade Representative Michael Froman is
expected to visit India to implement the dialogue
mechanism jointly with Minister of State
(independent charge) Nirmala Sitharaman during
the Trade Policy Forum meeting.
According to the Ministry of External Affairs,
a constructive dialogue will commence soon.
During his meeting with Mr. Obama, Shri
Modi is expected to inform the President about
India’s plan to launch a comprehensive IPR Policy
by 2015 in order to strengthen the country’s
patent laws that have come under scathing attack
from the US.
Issues concerning IPR and patents, including
grant of compulsory licences and ever-greening of
patents, are going to be discussed between both
the leaders. On September 29, Mr. Obama is
throwing a private dinner party for Shri Modi in
Washington, which will be attended by Mr.
Froman and US Commerce Secretary Penny
Pritzker.
The issues will be discussed at length the next
day, September 30, when both leaders sit for a faceto-face bilateral meeting.
While announcing the Government’s plans
earlier this month, Smt. Sitharaman had said the
new policy will put the country’s intellectual
property right and patent laws under a single
framework, even as she reiterated that the
country’s IPR environment is sound and is in
compliance with the World Trade Organization’s
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agreement on Trade Related Aspects of Intellectual
Property Rights.
US companies, especially pharmaceutical firms
through their lobby group, had been pressuring
the US administration to take strict action against
India over its IPR policy.
The US was particularly miffed with the
Supreme Court’s judgment in April last year, where
it rejected the patent application made by Swiss
company Novartis for its cancer drug, Glivec.
Prior to this, American companies were already
upset since the controller general of patents,
designs and trademarks decided to grant
compulsory license to Natco Pharma to produce
and sell generic versions of Bayer-Onyx’s cancer
drug, Nexavar.
Under its annual report on the trade practices
of various countries – Special 301 – the US
administration had even gone to the extent of
almost imposing trade sanctions on India.
Finally, it suggested that it will closely monitor
India’s IPR practices and conduct out-of-cycle
review.
Besides, the US International Trade
Commission had launched an investigation into
India’s IPR laws jointly with the National
Association of Manufacturers.
The Global Intellectual Property Center,
under the US Chamber of Commerce, in its
annual report had ranked India the lowest
because it believes the country has the poorest
intellectual property rights environment and
innovation climate.
(http://www.business-standard.com)

Intellectual Property Rights and India’s
Competitiveness by Amit Kapoor,
22 September 2014.

INTELLECTUAL

Property Rights are important
from the standpoint of maintaining present as well
as ensuring future competitiveness. They also have
an impact on the FDI inflows in a developing
country, which helps not just in terms of capital
inflows, but also in terms of technology and
expertise. Strengthening IPR thus becomes
imperative from the viewpoint of economic
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development. According to the most recent IP
Index by GIPC (Global Intellectual Property Center)
of the US Chamber of Commerce, India’s rank is
the last among 25 countries for which the Center
prepares the Index. It is alarming, and steps need
to be taken to ensure we do better on various
aspects covered under the specific index.
IP forms the bedrock of a knowledge-based
economy. The term Intellectual Property (IP)
reflects that its subject matter is a product of the
mind or the intellect. IP could be in the form of
patents, trademarks, geographical indications (GIs),
industrial designs, layout-designs (topographies)
of integrated circuits; plant variety protection and
copyright.
The Indian IP landscape underwent a sea change
during the 1990s when India started to liberalize.
The opening up of various sectors meant that
foreign companies were willing to invest but
wanted protection for their technology and
intellectual property. It meant that India had to
formulate measures to do this. Accordingly, India
embraced the TRIPS agreement of the GATT (later
renamed the World Trade Organization) in 1994.
It enabled its Intellectual Property System and
companies to align themselves with global IP
standards - and there is an increasing move
towards harmonization of the IP regime to global
standards. It has helped companies from countries
abroad to have a level playing field against
companies in India competing against them in a
range of industries where patents are crucial to
gain competitive advantage over their peers.
There is an increasing trend observed in almost
every aspect of the intellectual property in India.
On the basis of data for the past 10 years, one can
observe that there is an increase in the number of
filings for most types of intellectual property. It shows
the deepening of the IPR regime in the country.
A very recent step aimed at improving Indian
IP standards in this direction is the IPR policy that
is currently being envisaged by the Ministry of
Commerce & Industry. The Department of
Industrial Policy & Promotion is responsible for
four of the seven IP patents, trademarks, designs
and GIs. These are administered through the
Mumbai-based Office of the Controller General of
Patents, Designs and Trade Marks (CGPDTM).
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)
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In our opinion, the intent to have an IPR policy
is a step in the right direction and in continuation
with the national IP strategy that was announced
a few months back. It will help both in reducing
the fear in foreign countries that are apprehensive
about investing in India as well as strengthen the
current IP regime.

applications across 124 countries surpassed the
200,000 mark in the year 2013. Around 187,053
trademark applications were filed in 2012 in India
alone. At the same time, the United States had
820,662 applications and 354,152 applications were
filed in the United Kingdom; the numbers keep on
rising every year.

There are two aspects to IPR in India. One is
the strengthening of the IPR policy regime; the
other pertains to implementation of the laws
pertaining to IPR by companies. If one looks at the
example of the pharmaceutical industry one can
gain insights as to how the law and its relation to
the way the industry functions. The pharmaceutical
industry’s evolution is a case in point. It is distinctly
related to the Patents Act 1970 which allowed the
pharmaceutical companies process patents. These
allowed the process to be patented rather than the
product. So a company finding a new method for
creation of the same active pharmaceutical
ingredient (the pharmaceutical drug which is the
core of the medicine) was granted a process patent.
This, over time, saw a proliferation of generic
companies in India that saw foreign patents and
went in for process patents of their foreign
companies counterparts.

The number of job openings related to IP
practice is increasing each day. Companies are on
the lookout for IP attorneys, IP contract/license
managers and drafting professionals, patent agents,
researchers. Also, IP litigation is an area of lucrative
practice ensured by the establishment of domestic
IP tribunals across different countries like India,
United Kingdom, the US, etc. If you investigate
intellectual property openings on any job search
portal online, you will realize that it is an immensely
popular practice area in terms of where the majority
of open positions are.

(http://articles.economictimes.indiatimes.com

Intellectual Property Law as An Emerging
and Lucrative Branch of Legal Practice
by Vishnu, 14 August 2014.

THE importance of intellectual property can never

be stressed enough. The creation, protection and
management of intellectual property have been a
concern for humanity throughout the ages.
Presence of intellectual property laws can be found
as far back as the medieval period.
The protection offered to intellectual property
is critical to foster and encourage innovation. When
creators of intellectual property are rewarded
monetarily, it encourages others to come up with
innovative creations; because for any intellectual
work to be offered protection under law it has to
be unique and novel.

While there are many political, sociological and
other reasons given for the present dominance of
contemporary leaders in the world economy, in
all respects a great deal of the recent growth within
the internal economies of leading nations has been
fuelled by intellectual property related
developments. In almost all sectors, including
technology, which grew in the beginning of the
21st century, intellectual property played a crucial
role in the growth.
Now, in order to comprehend the importance
of intellectual property, the role of IP lawyers and
professionals within any sector and why intellectual
property has such an important impact on any
economy it is worthwhile to reviewing generally
the history of growth across the world economy.
The account given below is simplistic; however, it
does demonstrate the point we are seeking to
make.

Intellectual Property Law Practice

Firstly, a great deal of the initial economic
growth in most countries was proportional to the
amount of natural resources and the geographical
size and location. During earlier periods, wealth
was created by simply exploiting natural resources.
A great deal of wealth and development occurred
from things like beaver pelts, gold, and timber,
for example.

According to the WIPO, under the Patent
Cooperation Treaty, the international patent

Secondly, during the 19th century, economic
growth was fuelled by the mechanization and
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consequently, the industrialization of processes to
exploit our country’s natural resources. The
introduction of machines to exploit a country’s
natural resources was fundamental to its
development.
Thirdly, over the past century, manufacturing
industries were the main wealth creators. At this
point in time, intellectual property began to
assume a role of some importance. Nevertheless,
intellectual property was for the most part
considered more of a derivative of the large
manufacturing industries such as the car, steel
and consumer products industries which fuelled
the development of countries like the United
States.
Finally, in the late 20th Century and into the
21st, a new level of wealth creation has been
occurring. In the present economic season, the
new industrial tycoons are not primarily in the
steel and “traditional” industries. Today,
valuation of companies is based more on the
value of intellectual property than on the value
of “harder assets” such as inventory, plants and
equipment. The real growth has been in the
media, telecommunications, technology,
pharmaceutical
and
other
related
industries. Since the enterprises in these fields
have committed enormous resources for
innovations and the products that accompany
them, they are also more than willing to commit
enormous resources to protect their intellectual
property.
Accordingly, while intellectual property was
once not economically something of great
importance, today it is fundamental to the success
of any developed and developing economy.
In fact, the growth in intellectual property
related work has been so profound and immense
that courts are often confused as to how to deal
with many of the issues brought before them. This
is because the high-tech world moves much faster
than the judicial system, leaving judges to confront
issues that did not exist a few years ago. Recent
cases involving peer-to-peer services, video
streaming and file sharing have raised new
questions about how existing copyright and
intellectual property rights will deal with the
Internet.
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Why Patent Lawyers are in so much Demand?
Patent law is without a doubt one of the most
active areas for any type of recruiting in the job
market. No noticeable slowdown in patent
recruiting has been reported despite the slowdown
in the world economy that started in late 2000. As
most economies continue technology-oriented
growth, the need for patent attorneys will follow.
There are several reasons patent attorneys are in
such demand:
Firstly, one of the primary reasons that the need
for patent attorneys is so strong is that there are
very few of them. Over the past five years, the
percentage of practicing patent attorneys has not
increased proportionally to all the attorneys
practicing law.
Secondly, in order to become a patent attorney
in countries like the United States or a patent agent
in countries like India it is not enough just to take
a law degree and pass the bar exam. In addition,
an attorney/agent must also pass the exam
conducted by the Federal Patent and Trademark
Office.
Thirdly, in order to even sit for such exams,
most jurisdictions mandate that an applicant
possesses prior scientific or technical level training
at the Bachelor’s degree level in a science or
engineering field or must have completed
significant college credits in one of these fields.
Fourthly, assuming the potential patent attorney
even has the requisite training to qualify to take
the patent exam, they must also pass it, and the
pass rate for the patent exam is much lower than
for most bar exams.
Fifthly, the demand for patent attorneys is
compounded by the fact that the need for patents
has continually increased exponentially. The
statistics furnished by the World Intellectual
Property Organisation shows that the number of
patent applications per year across different
jurisdictions has consistently been on the increase
with negligible exceptions.
Finally, it is also important to note that
attorneys with technical expertise in certain fields
are far more likely to obtain employment as patent
attorneys than other types of patent attorneys. In
terms of demand, the greatest demand is for
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attorneys with backgrounds in electrical
engineering or computer science. There is also a
strong
demand
for
attorneys
with
biotechnology, biochemistry or organic
chemistry backgrounds.
Learning Intellectual Property law along with
your practice is now more easier with the Certified
Intellectual Property Law Analyst (CIPLA)
Course.
The CIPLA programme is designed to equip
professionals and students from different
disciplines on intellectual property. The
programme has been developed by experts in the
field and incorporates an international and
comparative law syllabus in order to cater to the
increase in transnational business ventures.
Any professional would testify to the fact that
colleges do not equip you for professional practice.
Studying for the CIPLA programme ensures that
you gain the education and skills to become an IP
professional in varied roles. Professionals already
engaged in an IP occupation would find the CIPLA
programme an avenue to enhance his/her current
role.
(http://www.lawyersclubindia.com)

Rising Number of Intellectual Property
Rights Cases Busts the Myth that India is
an Anti-IP Country by Prathiba M. Singh.

LIES,

damned lies and statistics make for a fine
phrase. But there are occasions when it’s just plain
wrong.
Take an analysis of reported judgements and
orders in the field of intellectual property (IP) from
1995 to May 2014. There were 2,157 reported cases
in 20 years and 1,433 decisions went in favour of
IP owners.
That’s 66.43 per cent of total cases. The number
of reported cases involving a foreign entity on
either side was around 600 out of which 387 cases
were decided in favour of the foreign entity,
roughly 65 per cent of the cases.
In trademarks and copyrights, 80 per cent of
the cases involved domestic parties and only 20
per cent of the total reported cases involved a
foreign entity. In case of patents and designs, the
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percentage of cases involving foreign entities is
slightly higher at about 28-29 per cent.
In case of patents, half of the cases are decided
in favour of foreign entities. The above data
doesn’t include the large number of cases in which
there are no reported judgements or orders.
In the Delhi High Court, for instance, about
550-600 IP rights (IPR) cases are filed every year
and the number of reported cases could be about
10-12 per cent. Experience tells that a large number
of IP cases which include counterfeiting or piracyrelated issues are all settled in favour of the IP
owners.
So the percentage of cases decided in favour
of IP owners could be as high as 75-80 per cent.
What does this say about Indian courts and the IP
ecosystem in general? It certainly busts the
following myths: the Indian IP system is not proIP; IPR is about protecting foreign IP owners; the
Indian IP system is biased towards Indian entities.
That 80 per cent of trademark and copyright
cases involve domestic entities shows that IP rights
are as much important to Indian businesses as they
are to foreign ones. The trend also shows that
Indian businesses are IP conscious and the economy
is also maturing to levels previously not perceived.
Every year from 1995 to 2014, in trademarks,
patents and copyrights, the number of reported
cases in favour of foreign companies is higher than
those against foreign companies.
The analysis of cases also reveals that there is
a marked increase in IP litigations from 2007
onwards, peaking in 2011 when the total reported
cases were above 200.
Patent litigations have also increased. In 1995,
there was only one reported patent case. From 2009
to 2012, there were some 15 reported patent cases
each year. This trend shows that after signing of
the Trade-Related Aspects of Intellectual Property
Rights (TRIPS) Agreement and the introduction of
the product patent regime in India since 2005, patent
litigations have been on the rise.
Irrespective of foreign or domestic IP owners,
a majority of judgements have been decided in
favour of IP owners. What this reveals is that it is
only in those cases where there are extremely
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strong defences such as generic/descriptive marks,
public domain material, invalid patents and fairuse defences that Indian courts have refused to
grant relief to IP owners.
One disturbing trend, however, is that while
there was a steady increase from 2007 to 2011 in
the number of reported IP matters, there was a
sharp decline in 2012-2013.
This could be attributable to the large
perception being created that India is a country
which is anti-IP. Such a perception is neither based
on facts nor does it reflect the true IP sentiments
that exist in the courts.
Such a perception is indeed unfortunate as it’s
being driven on the basis of a few infrequent but
correct decisions that were rendered based on the
facts.
Having said that, the economic slowdown
could have been a factor that led to IP owners not
wanting to incur legal costs. The debate about India
being pro-IP or anti-IP is bound to reemerge,
especially now that a new government is keen to
engage with IPR-mature countries.
It is worthwhile for everyone to keep reality
rather than perception about India’s IPR worthiness
in mind.
(http://articles.economictimes.indiatimes.com
1 August 2014)

Intellectual Property- A Key Driver of
Business Strategy in IT Industry
by Soujanya Hegde, 20 June 2013.

T HIS article presents an overview as to how
companies are rethinking their business strategy
with a renewed focus on research and development
towards building a portfolio of IP. It elaborates
what aspects of current business environment are
forcing companies to adopt such an aggressive
strategy. A comparison of evolving trends in R&D
spends across some of India’s competitors is
presented with pointers on the future strategic
direction Indian IT firms are likely to adopt with
respect to R&D. This segues into a brief analysis
of developing an IP strategy in a customer,
competition and product focused way, where the
article evaluates which specific business objectives
44

are achieved through each of these strategies.
Increasingly, it is seen that even though a small
percentage of IP ever gets commercialized, building
a war chest of patents, trademarks and copyrights
is seen as a business imperative. So viewing IP only
as seeds for commercialization would be a folly. A
broader discussion on IP in business strategy, with
specific relevance to computing industry is
presented. The article breaks down various levels
of sophistication in following an IP strategy and
evaluates merits of following strategies like IP for
self defence, cost reduction, pure play profits and
for future vision. This is described in the form of a
pyramid with a relative mapping of each of these
IP strategies into a business strategy.
Back in 2004, Sun Microsystems announced that
it was moving to a new phase of legal and technical
cooperation with long-time foe Microsoft which
involved a payment of $1.95 billion to Sun.
Since late 2004, with its acquisition of
PeopleSoft, Oracle has acquired over 40 companies.
During that time, Oracle has made five multibillion-dollar acquisitions. One of the key decision
drivers behind all its acquisitions has been patents.
In late August 2010, Oracle sued Google for patent
and copyright infringement concerning use of Java
in Android operating system, setting the stage for
an expensive, potentially protracted clash of titans.
Oracle claimed that Google directly and repeatedly
infringed on its Java related intellectual property.
With this litigation, Oracle has shown that it’s
keen to assert its IP rights and will use that strategy
while it continues to build its IP reserves through
acquisition. This is about Oracle using its patent
portfolio in the same way that IBM has for a
decade, and that Microsoft has in the last few
years. To make a little money, yes, and possibly
to bully its way to a seat at the next big thing – the
mobile computing market.
Perhaps these two incidents throw light on the
growing importance of patents in corporate
strategy of IT firms.
Intelectual Property (IP) is a term referring to
a number of distinct types of creations of the mind
for which a set of exclusive rights are recognized.
It is unique, as it is the fruit of personal creation
and inventiveness. Almost everyone in the society
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can be potential creators of intellectual property.
Its protection, through a system of national and
international rules called intellectual property
rights (IPR), is necessary to provide incentives
and financing for innovation and creation, which
in turn lead to economic, cultural and social
progress.
IPR are largely territorial rights except
copyright, which is global in nature in the sense
that it is immediately available in all the members
of the Berne convention. The rights are awarded
by the state and are monopoly rights implying that
no one can use these rights without the consent of
the right holder. These rights have to be renewed
from time to time for keeping them in force except
in case of copyrights and trade secrets.
IP – A Tradeoff between Overall Progress and
Individual Profits
Innovation requires thorough research and
a large amount of money. For example, study on
cancer drugs. When a person undertakes such a
task involving risk, it is right on his part to claim
for the protection of his work. Patenting his
invention provides him with the necessary
incentive by granting him the monopoly over his
work. Protection for intellectual property also
encourages the production and dissemination of
knowledge and a wide range of goods and
services. Intellectual property adds value for
consumers and can provide a guarantee of source
and quality.
But at the same time, it curtails potential
competition for firms that have previously
innovated and thus limits the benefits that can be
realized
from
the
existing
products.
Commercialization of patents is highly restricted.
A mere 3-4 per cent of the total patented inventions
get commercialized. However, a vital point to be
remembered is, a country can grow at a faster pace
only when its patented products are disclosed to
the public. Public contribution is the key factor to
make a new creation successful. This can be
affirmed by the following example. China was the
leading country in science and technology during
the 16th century. But the cultural and religious
factors prevented the Chinese achievement to be
further developed. The intellectuals were
forbidden by the emperor to make the inventions
FOCUS WTO, April-June 2015 (Vol. 17 No. 2)

known to the common people. This led to the
scientific stagnation in China. As a result of which
its growth slowed down. On the contrary, when
the industrial revolution usurped in England, no
information was withheld from the public. Hence,
there was input from the part of the people. This
made the industrial revolution immensely
successful. Consequently, England developed
much faster than China. One could also posit that
the advancement in certain computing space is large
due to open source development. With this
background, let’s examine how IP fits in with the
business objectives of IT firms.
Global Macro Trend in the IT Industry
Cost arbitrage has created millions of jobs in
low cost destinations like India. Over the last few
years, there has been a crowding in the segment
and the number of firms offering low value
services has increased dramatically. This has put
tremendous pricing pressure on the existing
players. The problem has also been exacerbated
by the emergence of Philippines, China and
Vietnam and a lot of firms are off-shoring lowvalue work in the services space to these countries.
IT firms in these countries provide services at even
lower costs than their Indian counterparts. This
has necessitated a lot of Indian companies to
differentiate themselves by offering higher value
services and moving up the value chain.
Hence, companies invest increasingly on their
research and development to gain comparative
advantage. Top-tier IT firms are increasing their
research and development spends as they gear up
to offer newer services such as cloud computing
and platform-based offering as part of their nonlinear growth strategy. This trend can be clearly
seen in the R&D spending trends of even the IT
services firms. Infosys until 2008 consistently spent
about 1.3 per cent of their revenues on R&D. But
today it spends close to 2 per cent of its revenues
on R&D. But this falls way short of the global IT
industry’s R&D spend which is about 13.6 per cent
of its sales. The only other industry that comes
close to it is the healthcare industry. This speaks
volumes about the growing importance of R&D in
the software space.
Companies such as TCS, Infosys and Wipro
can’t hope to continue growing their headcount as
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it would be unmanageable. Besides, the supply of
manpower is also a problem. So, an adjustment to
the business model is necessitated. We are already
seeing attempts to move into higher margin
business such as consulting and a push into other
high value services such as remote infrastructure
management and development of banking
products to remain globally competitive, Indian IT
firms in the coming years will have to focus a lot
more on research and this would require a greater
institutional support as well. Looking at the patent
filings in the last few years of some of the major
Asian nations, it is clear that India falls short of its
competition – especially Korea and China have
clearly seen this treasure and Korea Institute of
Advanced Science and Technology files for more
patents than what many nations do. The biggest
opportunity lies in exploiting the non linearity in
income growth which comes about in offering high
value products as opposed to undifferentiated
services. In services, there is a one to one
correspondence between the number of people you
employ and your revenue. It is not so in case of
high value products. The revenue that a single
I-pod can generate will be hard to match by offering
services like building a simple telephone billing
system or airline reservation system
A vast majority of the patents filed in the last 5
years fall under computing and digital
communications category. According to a report
released by management consulting firm Booz &
Co., 67 per cent of R&D spending was concentrated
in three industries: computing and electronics
(28%), healthcare (23%), and automotive
(16%). India was in the 28th position of the top 40
countries that spent the maximum on R&D
whereas China was 16th.
Formulation of A Successful Business Strategy
Framing a successful IP business strategy is a
comprehensive task. The strategies may differ
depending on the type of innovation. Generally
companies follow a three-step process to determine
the business dimension of their IP management.
(a) Determine what the company expects to gain
from the management of its IP.
(b) Determine the specific roles IP can play in
support of the company’s business.
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(c) Select and pursue a basic IP strategy to meet
these objectives.
As per the study of NASSCOM-Deloitte, the
contribution of IT industry to the GDP of the
country has soared up to a share of 5 per cent in
2007 from a mere 1.2 per cent in 1998.
Companies integrate intellectual property with
business strategy in order to secure business
competitive advantage, business flexibility, and
business earnings. By taking actions to support
technologies as intellectual property, these
companies try to differentiate their products and
services more effectively from those of their
competitors. Furthermore, implementation of
intellectual property strategy with standardization
strategy helps secure business profitability through
licensing and other related activities.
Creating an IP strategy begins with identifying
goals. A company must identify goals, how those
goals can be achieved and the specific processes
that must be followed. External and internal
analyses will lead the way and ultimately allow
the company to determine if a sustainable
competitive advantage is within its grasp. In
developing an IP business strategy, there are some
common things to consider such as the needs of
the customer, the nature of the competition and
the capabilities of the company.
Customer
Eventually, the value of the IP a company hopes
to control is derived from the needs of the market.
Just as a business strategy must consider the needs
of customers in various segments, so too must IP
strategy consider the needs of customers.
Understanding these needs will drive product
requirements, R&D priorities and eventually help
prioritize patents to be acquired, licensed,
applications to be filed or even trade secrets to be
protected.
Competition
In business strategy, a company cannot chart
its course without understanding its competition
in terms of strengths, weaknesses, distribution
strategies, pricing strategies, etc. In the IP realm,
companies can look at the profile of their
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competitors to understand the relative strengths
and weaknesses of their IP portfolios, strategies
and technological directions. With this information
in hand, a company can patent or acquire rights to
technologies to strengthen their own competitive
position.

decision. In IP, a company looks out across the IP
landscape with an understanding of the market
requirements, competitive implications, and
determines if it should invent (make) or acquire
(buy) the necessary components to round out the
portfolio.

Several times the companies apply
for defensive publication. This is a preemptive step
taken by some of the companies to maintain the
market share. Defensive publication prevents other
parties from obtaining a patent on the product,
device or method. It enables the original inventor
to ensure that they have access to their invention
by preventing others from later making patent
claims on it. It also means that they do not have to
shoulder the cost of patent applications.

For instance, a patent portfolio strategy may
vary from one IT firm to another.

A strong patent position will usually help shut
out competition, but the IP strategy must be
aggressive and well thought out. Rarely will one
patent on a product enable a company to foreclose
competition completely. If an attractive product
nets a high gross margins a third party will surely
design around the company’s patent, or challenge
the patent, which may then be held invalid and,
therefore, unenforceable. However, what is called
a patented position can be established. This
involves holding many patents that cover different
aspects of one product. A patented position is a
stronger position from which to preclude
competition.
Intellectual property, especially in the form of
patents, is a critical asset for early-stage technology
companies. IP can be used for competitive
purposes, to block rival companies from offering
the same or similar products. It is an extremely
potent entry barrier as well. It can also support
companies in leveraging existing technologies to
expand into new product lines. IP is often the most
important asset in obtaining funding from venture
capitalist, forging strategic partnerships, attracting
a suitable buyer, and generating revenue through
licensing.
Product
In business strategy, a company looks at its
relative areas of expertise. In IP strategy, a company
must consider its portfolio — what does it have,
and what does it need to add? On the business
side, a company has to make the build vs. buy
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Start-up companies find it expensive to develop
and build a comprehensive patent portfolio.
However, with the understanding of some basic
principles of patent strategy and early planning a
start-up company can device and execute a patent
strategy to develop a cost-effective patent
portfolio. Other desirable business objectives are
to be able to anticipate product obsolescence in
order to start developing the second-generation
product at an opportune time, to foresee
technology shifts that will affect the company, and
to track the product development activities of
competitors.
Large companies that have significant financial
resources often pursue a strategy of procuring and
maintaining a large quantity of patents. These
companies often use their patent portfolios for
offensive purpose – mainly to become monopoly
suppliers of products.
The Pyramid of IP Business Strategy
Companies follow five levels of sophistication
in their approach towards management of their
intellectual property. Depending upon the
suitability companies adopt the IP strategy. A
thorough understanding of what the company at
large, as well as its executive management, expects
from IP is an important first step toward
determining whether, and to what degree, the firm
aspires to obtain business value from its IP.
Beginning with the bottom of the pyramid and
working up:
• Defensive level: A defensive IP is one that is
registered not with a view to enforce it to
generate royalties, or to exclude competitors,
but to provide protection from litigation.
Companies at this level use their IP for defensive
purposes only. Their goals are to protect their
own innovations, to ensure that they don’t
infringe the IP of others, and to obtain more IP.
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(c) Cost Reduction: Virtually, all companies above
the first level of the hierarchy follow a cost
reduction strategy. They look to maintain the
effectiveness of their IP protection program
while cutting the cost of doing so. This involves
screening the portfolio to eliminate unnecessary
patents, tightening the criteria for protecting
innovations with patents, creating a standard
country-filing list, minimizing exceptions,
tightening internal review processes, and
aligning the trademarks and brands with
products.

• Cost control level: Companies at this level still have
a defensive approach, but now focus on finding
ways to obtain protection while simultaneously
minimizing the costs of creating and maintaining
their IP.
• Profit center level: Companies reach this level once
they begin to license out their IP, or otherwise
to use it in support of their company business
activity.
• Integrated level: Here the company’s business units
have grasped the power of using IP for a range
of business roles. IP use for business becomes
integrated across all of the company’s business
activity. Companies in this level are well
established and have captured the market.

(d) Value Creation: Companies following this
strategy view their IP as a business asset as
well as a legal asset. IP is managed centrally,
with the company seeking out business
opportunities for its IP (e.g. out-licensing and
use in joint ventures). The companies seek to
profit from direct use of the IP itself, rather
than only through the products and services
protected by the IP.

• Visionary: At this level of IP management
sophistication, companies take a long-term view
of the company’s role in business and in its
industry. They seek to use the company’s IP to
create more strategic value. Companies that are
on this level aim to expand their business on a
large scale. They usually invest heavily on
research and development of their products.

(e) Strategic Direction: Companies following this
strategy see their IP as corporate and business
assets which can produce a range of value (both
revenue and strategic value) for the
organization. The focus is on utilizing IP to
change the nature or direction of competition,
relying on strategic patenting, refocusing R&D
and rethinking partnerships with customers,
suppliers, or any other relevant parties.

Virtues of Having A Clear IP Strategy
Overall, IPs enable companies to follow these
four business strategies in a very effective way.
These four strategies can act as a foundation for
later refinements. The boundaries within these
strategies are fluid and companies can adopt one
of these based on the environment they operate in
and their phase of growth:

In this extremely dynamic, competitive and
ever changing world of computing, companies
that have a well refined strategy are more likely
to succeed. Most companies have realized the
importance of not only integrating IP into their
corporate strategy but are also making it a
business driver. IP is now at the forefront for
both start-ups which look to increase their market
value (and thus acquisition price) and for mature
companies which are locked in a battle for market
share.

(a) Risk Mitigation: Companies following this
strategy see IP as a legal asset. Programs to
minimize risk are usually grounded in the legal
department, and focus on process compliance,
processing product clearances and protecting
innovations in the marketplace.
(b) A key activity for those pursuing this strategy
is portfolio building and cross-licensing to
avoid litigation.

(http://www.lawyersclubindia.com)
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