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Thus, the cross-border trade of goods and services, the fastest growing sector and most
powerful motor of most economies today, challenges different countries to cooperate in
the promotion of innovation. Mutual recognition and enforcement of intellecnral
property rights is at the heart of the challenge and there cannot be a world of free and
fair trade without a system of mutually acceptable protection of intellectual property
regardless of origin and ownership.

$ 2 The Nature of Intellectual Property Rights and the
Connection to Trade

The most important intellectual property rights ( IPRs ) are patents for the
protection of technical products or processes , and copyrights for the protection of
books, photos, maps, musical compositions and other tangible expressions of human
creativity , as well as intangible works such as movies , sound recordings, performances,
and software. Other intellectiral property includes trademark rights for the protection of
the name and reputation of a business, as well as more specialized rights for the
protection of geographical (origin) indications,industrial designs,plant varieties,etc.

Although commonly recognized as "property" , intellectual property differs from
tangible mobile or real property in two important ways.l2] First,while it may cost a

similar amount of money to build a new house or factory and to invent a new device or
pharmaceutical , the house can only be used by one family or company at a time and
can only be sold once by the owner. By contrast, the idea for the device or the formula
for the new drug,i. e. the knowledge behind the intellectual property,can be used by
and can benefit many people at the same time. While an inventor or artist typically has

to invest large amounts of money and time to come up with the innovation in the first
place, once the knowledge has been created, it can be shared infinitely without

(2) The World Intellectual Property Organization (WpO) defines IP as "creations of the mind: inventions,
literary and artistic works, and symbols, names, images, and designs used in commerce" i seehttpt //
www. wipo. int"/about-ip/en/. WIPO then divides TP into industrial property, namely "patents for
inventions, trademarks, industrial designs, and geographical indications", as well as copyright and
related rights, namely "literary and artistic expressions (e. g. books, films, music, architecture, art),
and the rights of performing adists in their performances, producers of phonograms ( as well as compact
discs and MP3 files) in their recordings, and broadcasters in their radio iurd television broadcasts"; see

World Intellectual Propeny Organization-An Oveniew, Geneva 2010, at p.3.
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innovation and creative activity and leave it to the scientists and artists to exploit their
ideas,however providing some protection for trade secrets via tort and criminal law.
Examples are national laws against breaking into laboratories, stealing files and other
documents, or against hiring the staff of a competitor to obtain the know-how of those
people. t + )

Third, the govemment can protect the privately owned intellectual property rights
themselves by giving the scientists and artists exclusive rights to exploit their
inventions and creations and prohibiting others from doing the same. The latter is the
basic idea of patents,copyrights and other intellectual property rights.

All three models have strengths and weaknesses. In the planned economy,it is
easy to set priorities and avoid duplication of research. However,the problem is that
the planners are usually doing a mediocre job at identifying which research will be
important in the future and who is most likely to achieve the desired results.
Furthermore, the researchers or innovators themselves may be poorly motivated
because they are essentially government employees and get paid to work 9 to 5 whether
or not they achieve anything special. I s )

By contrast, the model relying on trade secrecy is counting entirely on market
rewards for innovators, who can make phenomenal profits from their products provided
they can keep their methods and ideas secret and protect them against free riders trying
to copy the products. Chances are that in many cases the protection does not work and

ideas are easily uncovered and replicated, taking away the motivation for the
innovators. Also, too much time and effort will be spent on secrecy rather than
innovation. Furthermore,duplication of effort will be widespread,in particular in those

areas that hold a certain promise of secrecy and reward.
Finally,the system of intellectual property rights guaranteed by the state tries to

combine some of the benefits and avoid some of the pitfalls of the other two systerns.
Although the government does not dictate who should do what kind of research, it

{4) The following case can illustrate the point. In 1993, Volkwagen hired Jose lgnacio Lopez, who had been

head of purchasing at General Motors. V'9V not only hoped to get Mr. Lopez ' well known skills to drive a

hard bargain with suppliers but also some information about the deals he had obtained for GM. After GM
found out that Mr. Lopez had taken extensive computer files when leaving his office in Detroit, it sued

VW, obtained financial compensation, and forced Mr. Lopez to resign from the position at WV. See

http2 //vtww. highbeam. com/doc/lGl - 18899646. htrnl.
One could say, they get paid to do something rather than to get something done.
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research.And if an inventor should opt for secrecy rather than disclosure,his or her
normal rights to personal safety, private property, data security, etc. , still deserve
protection. That being said, the center piece of any modem strategy for the promotion
of innovation and creativity must be the protection of intellectual property rights
( IPRs).

In the absence of international agreements, all protection of IPRs depends on
national law and is limited to the territory of the nation state that provides it. If an
inventor or author wants to get,protection beyond his home country,he will have to
apply one-by-one in other countries, comply with the respective procedures, and pay
the necessary fees. This is invariably going to be costly in terms of time and money.
Furthermore, with over 200 sovereign countries around the World, protection will
necessarily differ from one country to another, for example with regard to what can be
patented,how long a patent will last,or what kind of "fair use" can be made of
copyrighted material without the permission of and without compensation to the
copyright owner.[Io] Some countries still today do not recognize, grant, or protect
patents on certain pharmaceuticals. Other countries go as far as awarding compulsory
licenses to domestic producers with minimal compensation to foreign patent owners.
This makes it difficult, expensive and often frustrating for inventors and other
innovators to obtain protection in all major markets where their goods or services could
find customers willing and able to pay for them. However, if the inventors and
innovators do not seek or do not obtain protection in all major countries,they may not
only find it difficult to reap the rewards of their efforts in foreign markets. They may
even have to face unlicensed goods or services from these foreign countries coming
back to their home market ( s ) to compete with their own legitimate products. t 1 1 i

Against this background, international cooperation seems highly desirable, at least
for the innovators. Developed countries with highly educated populations and the
financial and other resources to generate a large amount of intellectual property,
therefore,have long pushed for universal minimum standards for IPRs and their mutual

On the 'f fair use" docaine see, for example, Abbott, Cottier &Gurry, Intemational Intellecnal property
in an Integrated World Economy, New York 20O7 , pp.422 et sq.
A typical example is the importation of counterfeit consumer goods like running shoes, watches, fashion
accessories, music CDs and movies on DVD, from some countries into the United States or Europe either
by tourists or by ruthless traders who accept the risk of detection at the border and confiscation of the
merchandise because of the large price differences to the licensed originals.

[13]
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$ 3 Intellectual Property Protection Under WIPO

1. lntroduction

Given the fact that intellectual property rights are normally granted by a particular
country under their particular procedures and requirements and with protection limited
to their territory, it has long been desirable to create a system of international
protection of intellectual properly beyond the occasional and mostly random cases of
mutual recognition. An international system could and should address the following
points 3 1 ) universal filing priority; 2 ) universal recognition of a minimum set of
exclusive rights of the innovator; and 3 ) universal enforceability of the exclusive
rights.These issues shall first be discussed in turn. Subsequently,we shall examine to
what extent the different international protection regimes meet the expectations.

1. 1 Universal Filing Priority
Whether or not there is an actual application or filing requirement,(t+l all IPRs

require disclosure in exchange for protection,the sole exception being trade secrets,
which are discussed below. Disclosure,however,whether in the form of publication of
a written work, broadcasting of a performance or movie or music , or entry of a

technological solution in the patent register, brings about the risk of imitation.
Therefore,if an author or inventor seeks and obtains protection for her work in one
counffy, disclosure is universal while protection is merely national. This forces the
author or inventor to quickly seek protection in all major countries where he or she

may want to engage in subsequent exploitation of the work. This is inconvenient for
the innovator inter alia because the author or inventor has just spent a large amount of
time and money for the original creation of the work and often does not have the
resources to seek protection in many countries. This is exacerbated by the fact that the

author or inventor often does not know whether the work will be commercially
successful at all and if so, which markets will be most promising for commercial
exploitation. On the other hand,if the innovator seeks protection only in his or her

114) Patents and tradenrarks typically have to be registered while copyrights are provided to the author of a literary
or artistic work immediately upon publication or expression.
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This is where international law is generally weak because of the traditional notion
of state sovereignty. In plain English,sovereignty means that a state cannot be made to
do anything against its current will and wishes, even something as banal as adhering to
promises made earlier.tlsl By definition there is no international authority above a

sovereign state and the only entities who have some authority or power at the same
level are the other sovereign states. Since the other states are not higher but merely
equal and since the prohibition of the use of force by one state against another has been
codified in the UN Charter and become recognized as jus cogens,legal enforcement
mechanisms emong sovereign states are thus limited to diplomatic sanctions and certain
types of retorsions and reprisals. In practice, this often leaves the enforcement of
international obligations of states in the hands of two time-honored mechanisms,
naming & shaming and tit-for-tar. The former is based on the notion that states

generally do care about their reputation and do not like to be named in breach of their
international promises and obligations. The latter can be summarized as "if you don't
respect your obligations ,I don' t respect mine either" , which really only works if at the
end of the day both countries have strong interests in resuming rule-based relations.

2. The Earliest Multilateral Treaties and the Development of the lnternational
System Until WIPO

As mentioned earlier, the first milestones in international protection of IPRs can be

fiaced back to the late 19e century. In 1880,negotiations were launched at a diplomatic
conference in Paris,as a result of which the 1883 Paris Conventionfor the Protection
of Industrial Propefi (Paris Convention) was signed by 11 founding members.tl6l It
covers " patents, utility models, industrial designs, trademarks, service marks, fiade

The principle of " pacta sunt servanda" has been recognized in intemational relations at least since Hugo
Grotius compiled the first modern textbook of intemational law in the 17s century. Ie modern expression
can be found in Article 26 of the 1969 Vienna Convention on the Law of Treaties ( see htp; //untrieaty.
w. ory/rlc/textyinstrumentyenglish./conventions/l- l- 1969. pdf). As a principle of law, it can be
found much earlier, however, as Surah 5 ( 1 ) of the Qur' an aftests, as well as Jesus Christ's insistence
that he had come not to abolish but to fuIfill the covenant with the Israelites.

These countries were Belgium, Brazil, France, Guatemala, Italy, the Netherlands, Portugal, El
Salvador, Serbia, Spain, and Switzerland. The Convention has been amended several times and is still in
force. Today , it has 173 signatories. For the text of the Convention and the list of contracting parties see

http t / /www. wipo. intltreaties/ en/ip/pais/.
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Convention provides for non-discrimination, national treatment, and certain other
procedural issues and safeguards, including a specific article on " the right to enforce

protected rights" ( Article 15 ) and the possibility of seizure of infringing copies

(Article 16 ). It can be said, therefore, that the Berne Convention meets our
expectations for international protection regimes, at least on paper.

Both under the Paris and the Berne Convention,bureaus were set up to administer

the rights and obligations of the members and to exchange information about protection

provided under the various national legal regimes. In 1993, the two bureaus were

merged to form the " United International Bureaux for the Protection of lntellectual
Property " ,[zz] the precursor of the World Intellectual Property Organization
(wtPo).tz:l

3.lntellectual Property Protection by WIPO and Weaknesses of WIPO

WIPO was created in Geneva after the 1967 Convention Establishing the World
Intellectual Property Organization [2a] entered into force in 1970. Four years later,
WIPO became a specialized agency of the United Nations. In its early decades , WIPO's
accomplishments were twofold. First, WIPO gained the support of an overwhelming
majority of the countries around the World.t25l Second, WIPO broadened its
responsibilities far beyond the Paris and Berne Conventions and became administrator

of a wide range of IP-related conventions,including the 1891 Madrid Agreement for
the Repression of False or Deceptive Indications of Source on Good.s,l26) the 1968

Incarno Agreement Establishing an Intentational Classification for Industriql
Designs,lz7) the 1970 Patent Cooperation Treaty ,128) and the 2006 Singapore Treaty

122) This was generally better known under its French acronym BIRPI ( Bureaux Intemationaux R6unis pour la
Protection de la Propri6t6 Intellectuelle). Orginally based in Berne, it moved to Geneva in 1960.

WIPO replaced BIRPI in 1967. For comprehensive information see WIPO ( ed. ) , World Intellectual
Property Organization-An Overview, Geneva 2010 ( available at httpt //www. wipo. intlabout-wipo/
en/repofi. html) asweltasWIPO (ed.), W|POlntellectualPropertyHandbook2Policy, InwandUse,
Geneva 2004 ( available athrtp: //ww\l. w!po. intlabott-ip/en/iprm/).
See http: //www. wipo. intltreaties/ en/convenlion/.
As of 2011, WPO has 184 members. However, to become a member, a state has to ratify only the

WIPO Convention itself. Therefore, not all WIPO members have ratified all of the various substantive IP

(24)
(2s)

conventions administered by WIPO.

126) See http: //www. wipo. intltreaties/en/ip/madid/, 35 ratifications.

t27) See http: //www. wipo. intltreaties./enlclassification/locarno/ , 52 ratifications.

t28l See http: //www. wipo. intltreaties/enlregistration/pctl , 144 ratifications.
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$ 4 Bringing Intellectual Property Under the Umbrella of
the WTO

In l979,an Advisory Committee on Trade Policy and Negotiation ( ACTN) was

formed to lobby the U. S. President to include intellectual property rights as a subject

in the next round of GATT negotiations. The Committee was chaired by the CEOs of
Pfrzer,the pharmaceutical giant, and IBM, the computer maker. Together with the

music and film industries, those were the industries most concerned about the

inadequate protection of IP in many non-OECD countries. The American multinationals
quickly persuaded their counterparts in the EU and Japan to support their efforts by
similar lobbying of their own respective governments. However,the Western efforts to

bring IPRs into the fold of fiade negotiations were immediately opposed by less

developed countries like Brazil and India, who were afraid that better enforcement of
predominantly Western IPRs would lead to diminished access to Western technology

combined with increased financial transfers for knowledge the developing nations could
not do without.t3ll

The patent-oriented ACTN was joined in 1984 by the copyright-focused

International Intellectual Property Alliance, an association of some 1,500 U. S.

companies,and jointly they persuaded the U. S. Government to include intellectual
property right conditionality in trade preferences accorded under the Caribbean Basin

Economic Recovery Act and the Generalized System of Preferences. Also, the United
States Trade Representative (USTR) began to use Section 301 proceedings against

imports into the U. S. from countries considered as denying even minimum protection

to U. S. IPRs.t32l With these precedents, it was relatively easy for the Western

industrialized nations to get a statement into the Punta del Este Ministerial Declaration
of 20 September 1986 launching the Uruguay Round negotiations pursuant to which the

negotiations should "clarify" GATT provisions on "Fade-related aspects" of intellectual

[31] For a critical account see Peter Drahos with John Braithwaite, Information Feudalismz Who Owns the

Knowledge Economy?, London 2002.
(32) One of the frst proceedings was launched in November 1985 against South Korea, see http: //www.

copycense. com/2W9/O6/foreign- affairs- as- the- new- copyright- law- part- 2- of- 3. htrnl.
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to 38 deals with " Layout-designs ( Topographies ) of Integrated Circuits " , i. e.

computer chips. Finally, Section 'l and its Article 39 are about " Protection of
Undisclosed lnformation" , in other words trade secrets. After these substantive rules
follows a short Section 8 with Article 40 reminding the members that use of intellectual
property rights can result in abuse of dominant position and granting permission to
counter such abuse with rules on the " Control of Anti-competitive Practices in
Contractual Licenses" .

Importantly,the TRIPs does not limit itself to the provision of minimum standards
for ihe substantive protection o1 pps. t:0) Arguably , this had already been accomplished
by WIPO, albeit with patchy country coverage outside of the basic Paris and Berne
Convention territory. Going beyond the accomplishments of WIPO, the minimum
standards in Part II of the TRIPs became mandatory for all " contracting parties " or
members of the GATT when the WTO was created with the completion of the Uruguay
Round because all agreements coming out of that round of international negotiations
were concluded as a package deal and there was no opting out of TRIPs or any of the
other agreements. This means that since 2013 there are 159 WTO members and,
therefore,l59 members bound by the minimum substantive standards of IP protection
as embodied in the TRIPs.[32) purthsrnore,Part III of the TRIPs stipulates minimum
standards for domestic remedies for the enforcement of IPRs , including civil ,
administrative,and criminal procedures. Part IV mandates "reasonable procedures and
formalities" for the acquisition and maintenance of IPRs. Most importantly,Part V
makes it clear beyond any doubt that violations of the TRIPs obligations can not only
become the subject of dispute settlement procedures under the GATT and DSU but can
result in the imposition of restrictions on trade in unrelated goods and services coming
from or going to the IP infringing member. t38l The TRIPs finishes with Parts VI and
VII , containing " Transitional Arrangements " , in particular for the least-developed

[36] See, for example, Peter K. Yu, The Objectives and Principles of the TRIPs Agreement, Houston Law
Review2009, Vol. 46, pp.919 - 1046. For comprehensive analysis see Carlos M. Corea, Trade
Related Aspects of Intellectual Propefi Rights3 A Commentary on the TRIPS Agreement, Oxford 2007,
600 pp

For a complete-and always updated-list of WTO members see http: //www. wto. orglenglisVthewto_
e,/whatis_ e/tif_ e/orgS_ e. htm.
For an excellent commentary on the first major case of enforcement against a developing country ( China)
see Peter K. Yu, TRIPS Enforcement and Developing Countries, American University Intemational Law
Review 2011, available at SSRN hfipt //paperc. ssrn. com./sol3./papers. cfmf abstract_ id = 1736030.
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Agreement by the U. S. and brought proceedings to the Dispute Settlement Body
( DSB ) . In essence, the U. S. relied on Article 15 ( 2 ) of the TRIPs which states that, in
addition to the criterion of visual perceptibility mentioned in Article 15(1),members
shall not be prevented " from denying registration of a fademark on other grouruds ,

provided that they do not derogate from the provisions of the Paris Convention
(1967)" (emphasis added). While the Panel and the Appellate Body agreed in
principle with the position of the U. S. ,the AB then proceeded to interpret the Paris
Convention itself,(4o1 on the basis of Article 2(1) of the TRIPs,and set an important
precedent,namely that the references in Article 2(l) (to the Paris Convention),
Article9(1) (to the Beme Convention),and Article 35(1) (to the Washington
Treaty on Intellectual Property in Respect of Integrated Circuits) , open the door for a

substantive interpretation of those other agreements by the WTO Dispute Settlement
Body.As aresult,we are now not only getting case-law on the TRIPs but also case-
law on the proper interpretation and application of those other IP conventions and
agreements.

(2)U.S. copyright law included an exemption from copyright protection for
certain "homestyle" performances and displays. Specifically,this was applied for the
owners and operators of small shops or restaurants who were using " homestyle "
equipment to play music in their commercial outfit. As a consequence of the
exemption, these owners and operators did not need a license from the owners of the
IPRs in the music and did not have to pay them royalties. The EU considered this a

violation of Article 9 ( I ) of the TRIPs, in combination with Articles llbis (1 ) ( iii )
and 11(1) (ii) of the Berne Convention and brought proceedings to the DSB. The
Panel first interpreted Article 1lbis of the Berne Convention regarding "Broadcasting
and Related Rights " to the effect that it precluded exceptions allowing " free of
charge" use of another's [PRs. However,the Panel then proceeded to interpret Article
13 of the TRIPs as part of a "subsequent agreement" in the sense of Article 3l(2) ot
the Vienna Convention on the Law of Treaties,Ul) which now allows for " minor
exceptions " to the legitimate interests of the IPR holder, overriding the stricter
interpretation of the original text of the Berne Convention.l+z] This is an example of

[40] AB Report, United States - Section2ll Omnibus Appropiations Act of 7998, WT/DSL76/AB/R, 2
Ianuary 2N2.

(4ll See above, note 15.

t42) PanelReport, UnitedStates-Section ll0 (5) of theUSCopyrightAct, WT/DS160,/R, 15June2000.

I
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protection of the most cornmon or classic forms of intellectual property rights. And it
has been very successful in doing what it was designed to do. In particular,the TRIPs

has overcome several of the flaws or weaknesses that have been haunting the WIPO
and the agreements administered by it,namely the lack of a universal commitment to

substantive IP protection standards and the lack of universal enforceability. This is not
to say that the TRIPs has not been criticized and cannot be improved. In particular,
there is widespread dissatisfaction among developing countries with the insufficient
recognition and protection of traditional knowledge in the TRIPs and with the " one

size fits all" approach of the TRIPs to patent protection,which at times has led to the

denial of access of poor people in developing nations to life-saving drugs and other

important knowledge. To the extent the criticism is warranted - and not just the

consequence of the developing countries' inability to use the tools permitted under

TRIPs,such as compulsory licenses for such life-saving drugs,la+) and adequate anti-
trust or anti-competitive procedures for cases of abuse -it does not,however,suggest
that the TRIPs has failed or should be repealed.It only means that the TRIPs should be

re-balanced to reflect not only the interests of the more developed countries and their
inventors and artists but also the manifold forms of intellectual property that have

always been part of the history and traditions of the developing nations and are being

created on an ever increasing scale in these countries today.
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1. What is the difference between intellectual property and other mobile or immobile
property? Think about the answer to this question from different perspectives: a) the

perspective of the owner or creator who made various efforts and investments to acquire

the property; b) the perspective of sellers and buyers of the property; c) the

perspective of third parties who might like to acquire the property.

2. What is the difference between exclusive rights to intellectual property and a mere non-

exclusive license to use the same intellectual property? Are there equivalent rights to the

use or ownership of other mobile or immobile property?

(44) To this effect, see also the Declaration on the TRIPs Agreement and Public Health adopted by the Fourth
Session of the WTO Ministerial Conference at Doha on 14 November 2001 , available at http: //www.
wto. orglenglish./res- e/booksp- e/analytic- index- e/trips- 04- e. htm#declaration.
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