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EDITORIAL NOTE

Intellectual property law in 2018 continues to be push its normative
roots beyond the traditional hardlines as it intersects with several
legal fields extending from technology to prtivacy, media, antitrust,
health, trade, consumer and of course property laws. The
consequential dynamism and constant evolution of the area of law to
keep up with its intersectional consorts has generated niche
jurisprudence across the wotld. Comparative jurisprudence has
enabled jurisdictions to shape a common discourse especially in times
of peaking globalisation which calls for harmony in intellectual
property laws worldwide. The resultant certainty in rights
enforcement naturally has not only exacerbated innovation but also
served the ultimate goal of intellectual property rights-satisfying

human needs.

Building on this narrative of increased access to advanced technology
through common standards in intellectual property, Samyukta
Ramaswamy and Sanjana Banerjee have made an attempt to put in
petspective the barriers in cross-border access to online copyrighted
content and the portability of online services. It 1s particulatly
relevant in light of the unavailability of iTunes to its legal customers
or the availability of localized versions of iTunes across Hurope due
to the practise of geo-blocking. With most right holders claiming that
geo-blocking 1s essential as it protects their interests, customers claim
that they are barred from accessing audio-visual content which they

have legally paid for. An attempt in resolving this tug of war has been
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made by the European Union in its attempt to create a Digital Single
Market.

Several lessons for the Indian practitioners have been brought into
focus by Tayebeh Saheb from Iran, as the author considers the
problems hindering the possibility of commercialisation of inventions
from research work performed specifically in the university and
associated research lab contexts, with reference to the Iranian legal
system. The author argues in favour of developing a policy which
provides intellectual property protections to such inventions, by
engaging in a comparative analysis of four different ownership
structures and the experiences of their use across a several
jurisdictions. Upon exploring a range of philosophical positions on
justice in the context of ownership rights and intellectual property,
the author proposes 'swing ownership' as university ownership with
an ownership option for the investor, as the appropriate model for

maximising commercial benefits of academic inventions.

The third piece showcased in this edition of the Indian Journal of
Intellectual Property Law has been written by Nidhi Kulkarni and
Kuruvila M. Jacob, who have focused on the non-conventional form
of trademarks and how the registration of marks is on the rise under
this category. It analyses the ambiguity in the relevant laws in the
Indian jurisdiction and how it is being exploited by vested entities to

promote anti-competitive interests.

Lastly, Lovish Garg contextualizes intersectional questions on

commercialization of religion and proprietary rights over religious
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tigures in Indian trademark law through a string of judicial decisions.
In what cleartly pans out as a thoroughly researched paper, the author
demonstrates the conflicts and conundrums marring the
jurisprudence on the subject-matter, extremely relevant in present
times of ever-increasing religiosity. Thus, the palpable religious
tensions in India extend beyond the question of temple-mosque
construction and foray into seemly neutral trademark law, as once
again courts are called upon to decide who gets to keep their gods

and goddesses.

Volume IX of the Indian Journal of Intellectual Property Law marks
two decades of pioneering legal education, research, training and
knowledge dissemination at the NALSAR University of Law, and in
celebration of the occasion, this special edition of the journal brings
back certain special pieces from previous volumes. Beginning with
Prof. Shamnad Basheer and Mrinalini Kochupillai’s article on
“TRIPS, Patents and Parallel Imports in India: A Proposal for
Amendment” from Volume II, the authors argue the exhaustion of
patents and parallel imports in India, successfully sketch out the
prevailing legal scenario in India and also provide a critical analysis of
the lacunae in the same. While distinguishing between national,
regional and international patent exhaustion, the authors closely
examine sections 48 and 107A(b) of the Patents Act, 1970 — the
former grants exclusive importing rights to the patentee while the
latter allows for the import of patented products by persons other
than the patentee, though conditions are attached. While concluding

that these sections are conflicting with one another as per certain
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interpretations, the authors suggest that Indian law recognizes the
distinction between repair and reconstruction (based on the doctrine
of single use) and permit only repairs. In conclusion the authors
propose an amendment in the form of section 107B, which will allow
for repair only and hence avoid the inherent conflict in patent import

rights of patentees.

This is followed by Amir H Khouty’s article on “Brands as Foods
for Thought: The Case for Regulating Food Brands’ from
Volume 1V, whete the author delves into the evolution of a brand
from a mere identifier and differentiator into something that now
dictates consumption patterns. The dual powers of a brand, that the
author dubs ‘Market Impact’ and ‘Consumption Impact’ are
something that are undesirable in the context of food brands, it is
argued. The author then runs through various models that may be
employed to rein in these impacts and proposes a working model for
the same. He has concluded his piece by discussing the consequences
of application of the proposed model to the Indian scenario are

discussed.

Further, Tarun Krishnakumar’s atrticle from Volume V titled “All
Your Intellectual Property Belong to Us: How Copyright and
Patent Trolls are Questioning the Jurisprudential Foundations
of Treating Intellectual Property as Property” stands relevant
half-a-decade later. Marrying current concerns with jurisprudential
analysis, the article attempts to offer a solution to the increasingly

subversive use of patent rights, by examining the philosophical
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underpinnings of Intellectual Property itself. Tarun Krishnakumat's
appeal to Locke, Bentham and Kant, among others, raises key
questions about when intellectual property just isn't intellectual
propetty.

Lastly, Srividhya Ragavan, Sean Flynn and Brook Baker in
“lustifying India’s Patent Position to the United States
International Trade Commission and Office of the United
States Trade Representative” from Volume VII provide a
comprehensive defence of India’s IP policy, and demonstrate how
the same goes a long way in busting the long- standing myth that the
country’s patent law (be it Section 3(d), or the compulsory license

provisions) falls short of international standards.

As exciting as the journey has been for the editors of Volume IX,
from shortlisting select original pieces for the current edition to
poring through the previous volumes to unearth the highlights of the
past ones, the Editorial Board sincerely hopes that the readers find
tantamount joy in exploring the pages of this edition. We also take
this moment to express our sincere gratitude to the entire peer review
board comprising of Mr. Dwij Joshi, Mr. Kartik Chawla, Assistant
Professor Prashant Reddy, and Mr. Sourav Dan; without their timely
contributions the conceptualization of Volume IX would have been
impossible. Lastly, we would also like to thank the Hon'ble Vice-
Chancellor, Prof. (Dr.) Faizan Mustafa for his guidance. Any errors

and omissions are of coutse, outs and outs alone.
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FOR A BORDERLESS DIGITAL MARKET: RESOLVING THE
CONFLICT BETWEEN GEO-BLOCKING AND FREE ACCESS TO
SERVICES IN THE EUROPEAN UNION

Samynkta Ramaswamy & Sanjana Banerjee”
Abstract

The recent hue and cry over the unavailability of ilunes to its legal
customers or the avatlability of localized versions of iTunes across
Europe has once again raised a debate on the practise of geo-
blocking. With most right holders claiming that geo-blocking is
essential as it protects their interests, customers claim that they are
barred from accessing andio-visual content which they have legally
patd for. An attempt in resolving this tug of war has been made by
the European Union in its attempt to create a Digital Single
Market. This Market seeks to establish a common platform where
creative work is made accessible to all and further to end unjustified
geo-blocking and discrimination based on the geographical location of
an indiwidnal. The European Union’s ambitious and noble aim
however, has not gone without resistance with copyright holders
claiming that cross-border availability of andio-visnal works will
have a negative impact as there is not much of a consumer demand
due to differences in langnage and culture. As the E.U. prepares to
revamp national copyright laws in their Member States and remove
the aspect of ‘territoriality’, this paper looks into the aspect of

accessibility to online copyrighted content and in that respect analyses

5

Ms. Samyukta Ramaswamy and Ms. Sanjana Banerjee are IV year students at the
National University of Advanced Legal Studies, Kochi.
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the current regime rampant with issues of piracy and consumer
discrimination. The paper makes a further attempt in analysing how
effective the 2017 Regulation on cross-border portability of online
content and the 2014 Directive on multi-territorial licensing of
online musical works has been in tackling the issue of geo-blocking
and resolving this conflict between geo-blocking and consumers’ free

access to services.
I. INTRODUCTION

Globalisation has had a tremendous impact on the global economy in
terms of a rapid shift towards the emergence of a digital market. This
has  contributed enormously to the growth of online
commerce. Nearly eighty one percent of E.U. Households presently
have access to the internet, making them primary consumers of
online digital content including music, videos, live streams, online
shopping etc.” Consumer’ spending on digital music downloads and
streaming increased by eighty-six percent and 413 percent
respectively between 2009 and 2013;° the years between 2010 and
2013 saw an increase of 400 percent in consumer’ spending on digital

videos.*

1 See Commission Staff Working Document: Impact Assessment Accompanying the
Document “Proposal for a Regulation of the European Parliament and of the Council to
Ensute the Cross-Border Portability of Online Content Setvices in the Internal Market,”
COM (2015) 627 final [hereinafter Cross-Border Portability: Impact Assessment].

2 See Communication from the Commission to the European Parliament, the Council, the
European Economic and Social Committee and the Committee of the Regions: A Digital
Single Market Strategy for Europe, § 1, COM (2015) 192 final [hereinafter Digital Single
Market Strategy].

3 Cross-border Portability: Impact Assessment, supra note 1 at 4.

4 Id.
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The internet has been heralded as a “new frontier, offering the vision
of a bordetless space on which no nation’s Neil Armstrong would
plant its flag.” It provides a forum where there are no restrictions
placed whilst accessing content; where there is a free exchange of
ideas and information transcending national borders.® However, the
current framework of the E.U. copyright laws is not in consistence
with the promise of a borderless access to content, due to its

territorial nature.’

Barriers in cross-border access to online copyrighted content and the
portability of online services are still common especially for audio-
visual programmes. These problems derive to a large extent due to
the restrictions placed on the procurement of licenses by rights
holders to protect their interests, or the commercial practises of the
service providers.” With regard to portability of online services, when
a consumer having lawfully purchased online services in his home
country crosses an internal EU border, they are often prevented from
accessing the digital content so acquired from their country of origin
due to these copyright restrictions.” Therefore, companies like Apple

Inc., Napster, Netflix, Pandora etc. face a big struggle in providing

5> Beverley Earle & Gerald A. Madek, International Cyberspace: From Borderless to Balkanized?31
GA. Journal of Int’l & Comp. L. 225 (2003).

¢ Jack L. Goldsmith & Tim Wu, Who Controls The Internet?: llusions Of A Borderless World 23
(Oxford University Press 2000).

7 See Marketa Trimble, The Future of Cybertravel: 1.egal Implications of the Evasion of Geolocation
22 Fordham Intell. Prop. Media & Ent. L] 567, 575-76 (2012).

8 45% of companies selling online digital services to individuals stated that copyright
restrictions preventing them from selling abroad are a problem. Furthermore, only less
than 4% of all video on demand content has been made available cross-border in the
EU. Digital Single Market Strategy, supra note 2, § 2.4.

9 Cross-border Portability: Impact Assessment, supra note 1, §1.
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their users with access to online content without discriminating on

the basis of nationality and place of residence.

The Digital Single Market Strategy adopted on 6" May, 2015 is an
endeavour by the European Commission in an attempt to achieve
this objective of removing the barriers on cross-border access to
online copyrighted content by providing easier and better access to
digital content whilst simultaneously providing an environment for
fair competition.'’ Although this proposal ambiguously set out the
idea of a Digital Single Market, and amounted to a work programme
on the basis of which further legislative initiatives were adopted, it is
still of relevance in that it was the first step in tackling ‘unjustified’

geo-blocking practises.'

The scope of this article is to analyse the legislative initiatives taken
by the EU in addressing this issue of geo-blocking especially with
regards to the portability of online content cross-borders and the
creation of a multi-territorial licensing regime for copyrights. As a
foundation to this proposal, this article in Part II would provide a
conceptual understanding of geo-blocking and territorial copyrights
as it exists in the E.U. Part III would address the conflict between
geo-blocking and free access; and Part IV and Part V would address
the effectiveness of the Portability Regulation and the Directive on
multi-territorial licensing of online musical works in resolving this
conflict between copyright territoriality and free access to online

content services. Part VI of the article contains conclusory remarks.

10 Digital Single Market Strategy, supra note 2, §1.
11 Digital Single Market Strategy, supra note 2, §2.3.
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II. COPYRIGHT TERRITORIALITY AND GEO-BLOCKING IN THE

EUROPEAN UNION

It is truism that the principle of territoriality forms the basis of
modern intellectual property law. "> This essentially means that
copyright holders would have territorially limited licenses wherein
they would have to obtain a copyright on a per-country basis due to
varying laws in each of the EU Member States. Therefore, for an
entity to distribute copyrighted digital content, it would have to
individually purchase licensing rights from each Member State,
thereby making the process prohibitively expensive.” This was the
case with Apple’s iTunes. Each country within the EU had their own
localised version of iTunes which could not be accessed beyond its
own geographical boundaries.'* Moreover, an iTunes account created
in one country cannot be accessed in another country nor can its
contents be transferred upon entry to another EU country.”” Due to
these limitations, the only option available to the corporate giant was
to obtain twenty-eight licenses from each of the twenty-eight

Member States'® to legally operate in the EU. This proves to be

12 ANNETTE KUR & THOMAS DREIER, EUROPEAN INTELLECTUAL
PROPERTY LAW: TEXTS, CASES & MATERIALS 243 (Edward Elgar Publishing,
2013).

13 Jaklyn Hoffman, Crossing Borders in the Digital Market: A Proposal to end Copyright Territoriality
and Geo-blocking in the Enropean Union 49 GWILR 143, 149 (2016).

14 See Kirk McFElhearn, ‘Crossing Borders with the iTunes Store’, (Macworld 13 March
2013, 6:25 AM) available at <http://www.macwotld.com/article/2029991/crossing-
borders-with-theitunes-store.html> accessed 3 April 2017.

15 Id.

16 MIREILLE VAN EECHOUD ET AL, HARMONIZING EUROPEAN
COPYRIGHT LAW: THE CHALLENGES OF BETTER LAWMAKING307-308 (P.
Bernt Hugenholtz ed., 2009).
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extremely problematic as it leads to extensive market fragmentation'’;
the prohibitively expensive and complex process not only
disincentivizes large corporations in distributing online copyrighted
works but also acts as a major obstacle to small local businesses who

find these challenges insurmountable.'®

Copyright territoriality poses an additional problem in that it tries to
create borders in a borderless space such as the internet.'” Despite the
internet portraying the vision of a borderless medium where there is a
free exchange of ideas and information transcending national
borders,” companies and online service providers impose barriers
and restrictions in the distribution of online copyrighted content to
consumers on the basis of their nationality or place of residence,
thereby trying to create borders, where none exist.”’ These borders
are typically created through geo-blocking, which is a discriminatory
practise of placing restrictions on consumers’ cross-border access to
websites and other online content based on their geographical
location including on the basis of their country of residence,
nationality or even IP address.”” The impact that it creates is thus

two-fold: first, it limits cross-border trade, and second, limits cross-

17 Communication from the Commission to the European Parliament, the Council, the
European Economic and Social Committee and the Committee of the Regions: A Single
Market for Intellectual Property Rights, COM (2011) 287 final [hereinafter Single Market
for Intellectual Property Rights].

18 Tbid.

19 Marketa Trimble, s#pra note 7 at 575.

20 Jack L. Goldsmith & Tim Wu, szpra note 6 at 23.

21 Commission, ‘Digital Single Market: Geo-blocking’, available at
<https://ec.europa.cu/digital-single-market/en/geo-blocking-digital-single-market>
accessed on 6 April 2017.

22 Huropean Parliament Research Service, ‘Geo-blocking and Discrimination among
Customers in the EU’, available at <http://www.europatl.europa.cu/RegData/etudes/
BRIE/2016/586620/EPRS_BRI(2016)586620_EN.pdf> accessed on 6 April 2016. See
also Digital Single Market Strategy, supra note 2, §2.3.
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border portability.” For instance, an album record made available for
purchase in Spain may not be accessible in Italy (thereby limiting
cross-border trade), nor would a Spanish consumer moving to Italy
be able to access any online content he had legally purchased in Spain
(limiting cross-border portability). This is done by gaining access to
the consumer’ Internet Protocol (IP) Address, which traces his
geographical location,* subsequently blocking his access to websites
across borders, downloading cross-border digital content, denying
him the ability to purchase goods, or even re-routing him to another
local website with different products and prices depending on his
nationality, place of residence or current location.” By placing
territorial restrictions along national borders, geo-blocking results in
an increased market fragmentation which, in turn increases consumer

dissatisfaction as it limits their choice.”

Therefore, while geo-blocking as a practise arises as a result of a
unilateral decision taken by key market players, copyright holders and
licensees, it seemingly conflicts with the right to a borderless access
to digital content. It propagates digital piracy by consumers who
download digital content illegally when unable to purchase them via

legal means®’; loss in profits to copyright holders and licensees, and

23 CEPS Digital Forum Seminar on Geo-blocking, ‘Geo-blocking: Unjustified barrier to the
digital ~ single market or legitimate commercial practice?”  available at
<https:/ /www.ceps.cu/sites/default/ files/ CEPS%20Digital%20Forum%20seminar%o20
on%20geo-blocking_2.pdf> accessed on 15 April 2017.

24 Marketa Trimble, supra note 7 at 594.

25 Huropean Commission, s#pra note 21.

26 Almost 74% of the complaints received by the European Consumers Centre Network
are with regard to geographical discrimination faced by consumers during cross-border
online purchases. Digital Single Market Strategy, supra note 2, §2.3.

21 22% of E.U. citizens found it acceptable to download or otherwise access online
copyrighted content illegally when no legal alternative was available to them. Off. For
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proves to be disadvantageous to small entities trying to make a
business in the distribution of online copyrighted works due to

inaccessibility of content across borders.”

III. THE CONFLICT BETWEEN ‘FREE ACCESS’ AND ‘RIGHTS OF

AUTHORS’

Despite over a century of international harmonisation, copyright law
still remains within the national domain based on the principle of
territoriality.  The rationale behind copyright law remains that
creativity when economically exploited should be rewarded to
incentivise creativity.”’ Furthermore, proponents for this also argue
that creativity utilitarianism is obviously different for different
countries and should always be considered from the perspective of
the ‘region and its people’.”’ On the other side, advocates against
nationalised copyright laws state that although everyone has a natural

right over the fruits of their labour, and it is only natural to want to

exploit it for economic gains, it should never encroach upon the

harmonization in the Internal Market, European Citizens and Intellectual Property:
Perception,  Awareness  and  Behaviour =~ (March  2017),  available  at
<https://euipo.curopa.cu/tunnelweb/secure/webdav/guest/document_library/obsetva
tory/documents/IPContributionStudy/2017/european_public_opinion_study_web.pdf
> Jast seen on 08/09/2017. Also See Communication from the Commission to the
European Parliament, the Council, the European Economic and Social Committee and
the Committee of the Regions: Towards a Modern, More European Copyright
Framework, COM (2015) 626 final [hereinafter Copyright Framework].

28 Huropean Commission Press Release, ‘Copyright: Commission Proposes Easier Music
Licensing in the Single Market” (Brussels, 11 July 2012) available at
<http://europa.cu/rapid/press-release_IP-12-772_en.htm> accessed on 15 April 2017.

29 Ivana Katsarova, ‘The challenges of copyright in EU law : Briefing’, European
Parliamentary Research Setvice (EPRS), (2014) available at
<http:/ /www.curopatl.curopa.cu/RegData/ctudes/BRIE/2015/564380/EPRS_BRI(20
15)564380_EN.pdf> last accessed on 1st March 2017

30 I4

31 Id.
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rights of a person’s free access™ especially if the person has legally
paid for the content within the borders of one country but is
prohibited from accessing it as he moves to another country. Herein

lies the conflict between ‘free access’ and the ‘rights of authors’.

The distribution of online copyrighted content cross-border via the
internet proves to be an extremely onerous task for online
distributors due to the territorial nature of the copyrighted content.
For instance, in today’s digital age, readers frequently indulge in the
purchase of e-books. The problem arises when online distributors of
content are restrained by territorially-limited licenses within which
they are permitted to provide their services, resulting in readers being
denied access to books they have lawfully purchased online when
they cross borders. To avoid copyright infringement, these
distributors are often required to obtain authorization in the form of
a licensing agreement from the right-holder and simultaneously geo-
block the online content in order to prevent access from non-
licensed member states. This kind of geo-blocking resulting in
absolute territorial restriction, seemingly conflicts with Article 101(1)
of the TFEU providing for the free movement of services- a
fundamental freedom, by restricting or sometimes even eliminating
cross-border competition between distributors in different member

states.” Moreover, there is a considerable lack of transparency in the

32 Id

33 Commission Decision of 26.7.2016 Relating to a Proceeding Under Article 101 of the
Treaty on the Functioning of the European Union and Article 53 of the EEA
Agreement (Case AT.40023 Cross-border access to Pay-TV), (C 2016) 1, 5-6, § 20-24
(EC); Eur. Comm’n, Final Report on the E-Commerce Sector Inquiry, at 16, SWD
(2017) 154 final (May 10, 2017).
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sense that consumers do not have any information on such restrictive

: 34
practices.

One cannot also undermine the exploitation of customers by traders
who price discriminate while providing services, block content to
foreigners, and refuse to accept foreign currency and deliver
products.” Corporations and MNCs benefit from such practices
more than that of the copyright holders as they are able to carry out
market segmentation along national borders thereby, amounting to a
direct violation of EU Competition Law.” It is still vague as to how
much authors and copyright holders gain from this practice, however,
the market where their creations could have been sold is narrowed
down extensively, which when coupled with the added fear of illegal
downloads of audio-visual content results in a consequent rise in

piracy, thereby proving to be detrimental.”’

It is without doubt that e-commerce has taken a major hit due to
such unjustified geo-blocking and discrimination due to no (or
negligible) competition, inability to access legally downloaded
content, and copyright holders not being able to maximize their
creations economically to its full potential. It also cannot be denied

that as technology becomes more sophisticated, geo-blocking might

34 European Commission, Commission Staff Working Document Impact Assessment,
‘Proposal for a Regulation of the Eutopean Patliament and of the Council on addressing
geo-blocking and other forms of discrimination based on place of residence or
establishment or nationality within the Single Market’, SWD/2016/0173 final —
2016/0152 (COD).

3514

36 European Commission, Commission Staff Working Document Impact Assessment,

supra note 34.
37 Id.
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just become easier in the future with newer technologies being used

for tracking and detection.

In order to address this conflict, the European Commission
proposed to formulate a single digital market and uniform copyright
laws on 25" May 2016. In furtherance of this, the Commission issued
a series of Directives™, however despite its measures to implement
the non-discrimination principle effectively as laid out in Article 20(2)
of the Services Directive”, customers continued to face issues of geo-

blocking.

IV. STRIKING A BALANCE: THE CROSS-BORDER PORTABILITY

OF ONLINE CONTENT

This section attempts to analyze the viability of the Regulation on
cross-border portability of online content enacted by the European
Parliament in 2017 * in striking a balance between copyright
territoriality (and consequently the interests of right-holders) and

cross-border access to online content.

A major drawback of the EU’s Digital Single Market (DSM) proposal
2016 was that it excluded services the main feature of which is the
provision of access to and use of copyright protected content, or the

selling of copyright protected works in an intangible form, such as

3 Regulation 2014/26/EU on collective management of copyright and multi-territorial
licensing of rights in musical works for online use in the internal matket (Pb. L 84/72,
20.3.2014) and Regulation (EU) 2017/1128 on Portability of Online content setvices in
the internal market of 14 June 2017 (Pb L 168/1 of 30.6.2017) are particulatly relevant in
this regard.

% Directive 2006/123/EC of the European Patliament and of the Council of 12 December
2006 on services in the internal market [hereinafter Services Ditective].

40 Regulatdon (EU) 2017/1128 on Portability of Online content setvices in the internal
market of 14 June 2017 (Pb L 168/1 of 30.6.2017) [heteinafter Portability Regulation].
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music streaming, e-books, online games and software.” The Proposal
which is currently not in force was set for review after a study was
conducted by the Internal Market and Consumer Protection (IMCO)
regarding the economic viability of such a restriction.” For instance,
in the music streaming sector, the annual growth is 45% and
continues to expand. If restrictions such as geo-blocking are done
away with, there will be a gain of 19 million Euros for consumers
and10 million Euros for producers including in EU countries of
Norway and Switzerland.® An impact assessment of the e-book
market has produced similar figures, though not as striking as the

44
former.

That being said, in our view, the enactment of the Cross-border
portability of online content Regulation does amount to a step in the
right direction taken by the European Parliament in tackling geo-
blocking. The Regulation introduces a common approach in the
Union with regard to cross-border portability of online content (paid
and free services) by enabling subscribers to portable online content
which are lawfully made available in their Member State of residence
to access and use the same when temporarily present in a Member

State other than their Member State of residence based on a

4 European Commission, “Proposal for a Regulation of the European Parliament and of
the Council on Addressing Geoblocking and Other Forms of Discrimination based on
Consumer’s Nationality, Place of Residence or Place of Establishment within the
Internal Market”, May 25t 2016 (Out of force as of 28.02.2018), Article 4(1)(b), available
at https:/ /eut-lex.curopa.eu/legal-content/EN/TXT/?uri=CELEX%3A52016PC0289.

2 1d

43 Chloe Grondin, 2017, “Completing the Digital Single Market for European consumers
and Citizens: Tackling Geo-blocking in the EU” 70% Meeting of the IMCO Working Group,
edited by Laurent Hammers available at
http://www.europatl.europa.cu/RegData/etudes/STUD /2017/607329/IPOL_STU(20
17)607329_EN.pdf

4 Id.
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verification system put in place as enumerated in Article 1(1) of the
Regulation.” Therefore, where the Portability Regulation creates an
obligation on service providers to guarantee access to online content
services beyond the licensed territory of the Member State of
residence, the service providers on the other hand, are also obliged to
the licensor via the licensing agreement to not exceed the licensing
agreement in cases other than the portability obligation prescribed by
the Regulation. It does so by establishing a legal fiction wherein the
service and its access and use by the subscriber in a member state
other than the member state of residence is deemed to occur in the

subscriber’s member state of residence.*

In this manner, the service provider is able to deliver the service
without being required to clear the rights in the second country
without affecting the high level of protection offered by copyright
and related rights in the Union as well as the existing licensing
models including territorial licenses and the principle of territoriality
by way of a legal fiction."” By imposing a portability obligation, the
Regulation manages to eliminate the practise of geo-blocking to a

considerable extent.®

Now, although the Regulation may appear to restrict right holders’
freedom to contract, in my opinion this restriction while it may

hamper right holders’ ability to configure licensing agreements as per

4 1d.

46 Portability Regulation, art. 4, supra note 40.

47 Recital 12, Portability Regulation, s#pra note 40.

48 Andrea Pohl, Cross-border portability of online content services in the internal market: Does the
regulation of the European Parliament and of the Council on ensuring the cross-border portability of
online content services in the internal market terminate the exclusivity of national copyright royalties?
EULISP 1, 28 (2017).
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their own will, also proves to be towards their benefit considering
that the restriction only applies in relation to the temporary presence
of a subscriber in Member States other than his Member State of
residence.”’ In fact, it strengthens the position of the right holder by

reaffirming the application of exclusive territorial licenses.

While the Regulation may be a mere incremental proposal towards
addressing the much larger issue of unjustified geo-blocking, we
believe that the Regulation when read in consonance with the Rome I
statute based on a conflict of laws approach would help strengthen its

effect in terms of dealing with geo-blocking issues.
Reconciling the Conflict of Laws with the help of Rome I

Prof. (Dr.) Stuyck’s proposal during the discussion™ emphasized on
the importance of the role played by Rome I in harmonizing the
conflict of laws between the trader’s and the consumer’s jurisdiction.
The proposal emphasizes that mere accessibility to a trader’s website
does not make a consumer ‘passive’.” Therefore, a situation where
the trader has allowed access to his website to cross-border
consumers however prevents a substantial portion of active
consumers from either availing the services offered by them, buying

the goods by re-routing them to a different website or by imposing

49 Portability Regulation, art. 4, supra note 40.

50 Chloe Grondin, s#pra note 43.

51 Passive consumers are consumers who have not searched for any information and have
fewer conscious reasons for making a decision whereas an active consumer is a
consumer who seeks information in order to make a deliberate and conscious decision.
See Roos, Inger and Gustafsson, Andres , The Influence Of Active And Passive Customer
Behaviour On Switching In Customer Relationships,21 (5) JOURNAL OF SERVICE THEORY AND
PRACTICE, 451 (2011), available at https://www.researchgate.net/publication/
242348427_The_influence_of_active_and_passive_customer_behavior_on_switching_in
_customer_relationships. See also Chloe Grondin, s#pra note 42.
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differential conditions for sale will amount to a grave violation of the
TFEU as well as the Services Directive™ both of which prohibit
discrimination on the basis of nationality. The Services Directive goes
a step further and even prohibits discrimination on the basis of place
of residence. To tackle such kind of geo-blocking, there is a need for
harmonisation between the law of the trader and the law of the

consumer in cross-border transactions.

The Rome I in its Article 3 provides freedom of choice to both the
parties in deciding the applicable law that will govern a particular
contract. However, it is quite understandable that traders and cross-
border sellers will be unable to cope with different legal systems
which would not only lead to higher logistical costs but may also
result in a substantial degree of legal uncertainty. > Therefore, to
further the interests of the consumer, the law where the consumer is
a ‘habitual resident’ in is applied and it has been codified in Article 6
of Rome I. This concept has now become an integral part of all
consumer contracts. The provisos to the Section make it mandatory
that the trader either pursue his business or commercial activities in
the consumer’s country of habitual residence or by any means, directs

his activities to that country.™

52 Setvices Directive, art. 20(2), supra note 39; THE TREATY OF THE FUNCTIONING OF THE
EUROPEAN UNION art. 18, adopted on Dec. 12, 2006 available at https://eut-
lex.curopa.cu/legal-content/EN/TXT/?uti=celex:12012E/TXT.

53 Chloe Grondin, supra note 43.

54 Regulation (EC) No. 593/2008 of the European Patliament and of the Council on the
law applicable to contractual obligations (Rome I), OFFICIAL JOURNAL OF THE
EUROPEAN UNION sec. 6(1)(a) and (b), adopted on June 17, 2008 available at
https://w3.abdn.ac.uk/clsm/cupillat/content/pil/tome%201Lpdf.
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A combination of Article 20(2) of the Services Directive™ prohibiting
any form of discrimination and Article 6 of Rome I would be
effective in tackling geo-blocking by ensuring that firstly, there is no
discrimination between consumers based upon their place of
residence especially when it comes to provision of goods and services
in a cross-border situation. Secondly, Article 6 of the Rome 1 furthers
the intention of the Services Directive by ensuring that consumer
contracts entered into with consumers in other Member States where
the trader directs his activities or pursues his business should not
solely be on a non-discrimination basis but should also abide by the
‘rule of habitual residence’. In order to ensure strict compliance,
national courts in the consumer’s ‘habitual residence’ should penalize
traders for discriminating amongst consumers across the Union by
geo-blocking thereby aiding Europe in achieving a true Digital Single
Market.

It is interesting however, to note that neither the Rome I nor Stuyck’s
proposal contains a definition for ‘habitual residence’. Coincidentally,
the Portability Regulation also lacks clarity on what the limited period
of time is to constitute ‘temporary presence in another member state’.
Ambiguities such as these call for an amendment in the definition
clauses of the Rome I and the Portability Regulation or alternatively,
leave it to the National courts to ascertain the exact parameters of

. . .« . . 5
these critical definitions on a case to case basis.”

% Services Directive, supra note 39.
5 Chloe Grondin, supra note 43.



For a Borderless Digital Market 17

V. MULTI-TERRITORIAL LICENSING OF COPYRIGHTS: A

SOLUTION OR A SACRIFICE?

To begin with, a Collective Management Organisation (CMO)
provides licenses to its end users at lower transactional costs, collects
royalties payable by them and distributes them equally to the
copyright owners. Traditionally, CMOs worked largely on a territorial
basis for the management of copyright licenses on a national basis
and granting single repertoires. With digitalization however, barriers
in accessing music were removed, which inherently proved counter-
productive to the rights managed by these CMOs which were
becoming monopolies within their own territories. This monopoly
created by a handful of CMOs increasingly made it difficult for those

attempting to license their works for multi-territorial use.

The result of this was the 2014 Directive which provided a regulatory
framework for these CMOs and multi-territorial licensing for musical
works which accorded the rights holders with the freedom to choose
and greater transparency. It further prohibits discrimination in four

separate cases including for copyrighted works.

However, the Directive in my opinion has not been entirely
successful in meeting its objective due to many reasons. For instance,
a musical track includes a multiplicity of right holders that include
authors, performers and producers, the right to acquire and make
available reproduction rights and the right to communicate to the

public.” These rights are generally assigned or transferred to third

57 Ann Harrison, Music: The Business: The Essential Guide to The Law And The Deals
112-117 (5* Ed., 2011).
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party CMOs for exploitation so as to get maximum returns. This
creates two problems. One, it creates a monopoly status amongst the
leading CMOs who can administer these rights efficiently, thereby
proving to be anti-competitive in nature. Two, the management of
less popular works becomes more expensive.”® As a result, it proves
more difficult for less commercially successful artists who cannot
afford the services of these organisations due to their individual

weaknesses.

By focussing more on licensing and collecting royalty payments, the
Directive emphasises more on a competitive-based approach which is
problematic as it undermines the commitment of the CMOs to
promote the cultural diversity in music which helps to expand the
repertoire and contribute to the cultural and social policy of the
member states.” In addition, a competition-based approach shifts the
interests of the competing parties with the large corporate publishers
approaching CMOs who can offer them an individually negotiated
administrative cost in lucrative areas. When this happens, the
publishers began withdrawing some of their individual rights (usually
those that can be administered at a lower cost, leaving the more

expensive ones with the CMO),”

and have the option of choosing a
CMO that would charge them low administrative costs for licensing

these rights thereby increasing the costs for the less popular artists.

8 Mazziotti, G., New licensing models for online music services in the European Union: From collective
to customized management 34 COLUMBIA JOURNAL OF LAW AND ARTS, 757—-808 (2011).

59 Simone Shroff & John Street, The Politics of the Digital Single Market: Culture vs. Competition
vs.  Copyright (2017) available at http://www.tandfonline.com/doi/full/10.1080/
1369118X.2017.1309445 last seen on 11/10/2017.

60 Idat 793.
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The Directive further proves to be particularly detrimental to those
trying to obtain licenses for online streaming their musical works.
Firstly, because the descriptions provided by CMOs in respect of
online services are very vague; it is not clear which works are covered
by them and no way to check the same. They are unlike the blanket
licenses available to broadcasters. Secondly, although the Directive
endeavours to create a pan-European license, in practise, this hardly
seems to hold true considering that a majority of the CMOs do not
provide EU-wide coverage, but rather limit the coverage to a few
countries, without providing any information about the same.”" As a
result, the burden falls on the artists to obtain rights clearance for
these bundles of rights on a per-country basis, which is a herculean

task in itself.

Therefore, in order to ensure that the global repertoire is available to
all, it is important to prohibit any form of an exclusive mandate
between the major right holders and the CMOs for the direct
collection of royalties cross-border.”” An extended collective licensing
system as practised in the UK can be adopted to complement the
existing regime under the Directive. This mechanism would reduce
the burden on users to identify and obtain licenses from the
multitude of right owners apart from providing certainty that they

can offer content services without the risk of copyright

61 Morten Hviid , Simone Schroff and John Street, Regulating CMOs by competition: an
incomplete answer to the licensing problem?1, 11 (2015).

62 Estelle Derclaye, Research Handbook On The Future Of Eu Copyright 399(Edward
Elgar Publishing, 2009).
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infringement.  This scheme works on the principle that CMOs
provide blanket licenses (similar to those provided in the audio-visual
and broadcasting sector) covering the entire repertoire provided that
the collecting society is ‘representative’. ®* It mandates that non-
member right holders of copyright works be provided with the
option of ‘opting out’ of the scheme and treats them on an equal
footing with member right holders of CMOs in terms of distribution

of royalties.”

The 2016 Copyrights Directive” although hinting on this particular
scheme for the licensing of out-of-commerce works (like cultural
heritage institutions) did not address it in a comprehensive manner.
Complementing this scheme with the ‘country of origin’ principle as
prevalent in the Audio-visual Media Services Directive’” would result
in an online content service provider originating in a Member State to

clear the rights only within its territory and not in all the other

3 BEAUC, Collective Management of Copyright and Related Rights and Multi-territorial 1icensing of
Rights in Musical Works for Online: Proposal for A Directive 1, 11 (2013) available at
https://ameliaandersdotter.cu/sites/default/files/beuc_-_crm.pdf ~ last  seen  on
14/10/2017.

64 Copyright and Rights in Performances (Extended Collective Licensing) Regulations, S.I.
2588 (2014) available at:
http:/ /www.legislation.gov.uk/uksi/2014/2588/tegulation/4/made ~ last secen on
14/10/2017.

% Dr. Dinusha Mendes & Ms. Victoria Stobo, “UK: Extended Collective Licensing” (2014)
available at http://copyrightblog.kluweriplaw.com/2014/12/03/uk-extended-collective-
licensing/?print=pdf last seen on 14/10/2017.

6 Directive of the European Parliament and of the Council on copyright in the Digital

Single Matket, COM (2016) 593 final 14.09.2016, 2016/0280 (COD).

7 Directive of the FEuropean Parliament and of the Council amending Directive
2010/13/EU on the coordination of certain provisions laid down by law, regulation or
administrative action in Member States concerning the provision of audiovisual media
services in view of changing market realities, COM (2016) 287 final 25.5.2016,
2016/0151(COD).

o
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Member States, thereby effectively providing a one-stop shop for all

commercial users.”
VI. CONCLUSION

The practise of geo-blocking creates an inherent conflict between the
need to protect the rights of authors and the need for free access to
information and services. The increasing frustration among
consumers due to geo-blocking has only paved way for widespread
digital piracy, discrimination and unfair competition. The primary
motive behind such unjustified blocking as researchers in Melbourne
Law School have pointed out is price discrimination. Companies
maximize upon the difference in culture and language and follow
market segmentation. Lesser competition enables them to charge
higher prices to consumers of a certain region. The benefit accrued to
copyright holders remains an unknown factor. While innovation of
digital media platforms has been swift; the industry has found it
difficult to keep up with the fast pace of technology resulting in this
practise. Although, it is understandable why some producers and
broadcasters of audio-visual works might be unwilling to sell their
creations cross-border, it still does not justify the restrictions on the
autonomy of consumers. In this context, the measures adopted by
EU clearly takes a step in the right direction by harmonising prices
across borders for more fair competition accompanied by sufficient

information and disclaimers to the usets.

68 Commission Staff Working document, Impact Assessment accompanying the document
Proposal for a Directive on collective management of copyright and related rights and
multi-territory licensing of rights in musical works for online uses in the internal market
available at http://eut-lex.curopa.cu/legal-content/ EN/TXT/?uri=CELEX%
3A52012SC0205 last seen on 14/10/2017.



22 Indian J. Intell. Prop. L.

Moreover, in assessing the Portability Regulation put forward by the
European Parliament, the authors find that the approach adopted by
the Regulation makes a positive attempt in addressing geo-blocking
especially if understood in light of the Rome I statute and Article 20
(2) of the Services Directive. However, in the grand scheme of
things, the Regulation is still only an incremental proposal and would
not be sufficient in eliminating unjustified geo-blocking completely.
Lastly, in analysing the measures taken by the EU in this regard,
especially with respect to the introduction of a multi-territorial
licensing regime for online copyrighted works, the authors are of the
opinion that while the creation of CMOs takes a positive step
forward in resolving this conflict between geo-blocking and free
access, the Directive is not free from fault, and catries with it a risk of
anti-competitiveness through the suppression of small societies and
less popular works, and further posing a risk to the unique cultural
values of each Member State in the process. To overcome these
hurdles, the authors suggest the adoption of an extended collective
society to be operated in all circumstances (as opposed to limiting its
application only in cases of out-of-commerce works as done by the

2016 Directive).
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SWING OWNERSHIP OF ACADEMIC INVENTIONS
(A MODEL BASED ON THE CONCEPT OF JUSTICE WITH
REFERENCE TO IRANIAN LEGAL SYSTEM)

Tayebeh Saheb”
Abstract

Determination of ownership of the inventions derived from research
works performed at universities and research institutions not only
motivates the inventors, but also has been the subject of policy setting
in the scope of intellectual property rights, becanse of various reasons
including the necessity of commercializing these inventions to the
maximum extent possible. In this respect, four different ownership
structures have been proposed: 1) university ownership, 2) inventor
ownership, 3) recognition as public property, and 4) inventor-

university joint ownership.

In the present research, we begin with defining each of the proposed
models and experiences of other countries regarding the models.
Then, in order to present an ownership structure in accordance with
Justice, a brief introduction is given on the three main criteria of
Justice by Aristotle, Jeremy Bentham and Jobhn Rawls before
examining the conformity of each of the ownership models to the
three criteria of justice. Finally, considering the necessity of
determining the party with larger potentials for commercializing the

invention in a case by case approach, a combined model called

* Ms. Tayabeh Saheb is an Assistant Professor of Law at the Department of Intellectual

Property Law, Tarbiat Modares University, Tehran, Iran.
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“university ownership with ownership option for inventor” or “Swing

Ownership” is proposed.
I. INTRODUCTION

According to the existing researches, various factors tend to hinder
the process of commercializing the inventions derived from the
research works performed at universities and research institutes.
Among others, in the context of Iranian universities, these factors
include environmental, managerial, human resources, financial,

industrial, structural, cultural, cognitive, and legal barriers.'

Referred to as the most important legal barriers are 1) poor
intellectual property laws at university and national levels, 2) poor
policies and regulations for commercialization of inventions, and 3)

failure to correctly enforce the law.”

In the present research, we aim to present a discussion on the first
legal barrier: unclear and poor laws governing the right of ownership
of the inventions developed in universities and research institutes.
For this purpose, we begin with investigating 1) the general rule for
the ownership of inventions and the exception for the employment-
derived inventions, and 2) different models of ownership of academic
inventions, and finally proceed 3) to propose the fairest model of
ownership of academic inventions considering different definitions

for justice.

U J.Y. Farsi et al, Obstacles and solutions of commercialization of university research: case study of small
businesses development center of University of Tebran, 1(7) Journal Of Knowledge Management,
Economics And Information Technology, 1 (2011).

2 Id.
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II. GENERAL RULE AND EXCEPTION FOR THE EMPLOYMENT-

DERIVED INVENTIONS

According to the general rule set in Paragraph A of Article 5 of 2007
Act of Patents, Industrial designs and Trademarks of Iran, the

intellectual property rights of an invention belong to its inventor.

One of the exceptions to this general rule is represented by
employment- or contract-derived inventions. According to Paragraph
H of Article 5 of 2007 Act of Patents, Industrial designs and
Trademarks, “In case an invention is derived from an employment or contract,
its excclustve rights belong to the employer unless otherwise is provisioned in the

contract”.

This general rule is almost identically accepted in other countries
such as USA, England, Germany, Italy, Australia, France, China,
Brazil, and Egypt. Meanwhile, in contrary to the Iranian legal system
where employer is recognized as the owner of employment-
/contract-derived inventions subject to no condition and with no
further explanation, many other legal systems have subjected the
belonging of the ownership of the invention to the satisfaction of
specific conditions such as effective use of the employer facilities by

the employee or contract party for developing the invention.’

In the scope of the inventions derived from research projects
performed at universities and research institutes, according to the

exception for the employment-derived inventions, in case the

3 S. Linde, Inventor Remuneration-Lssues for a multinational company (2010) (unpublished thesis,
Stockholm University), available at https://patentingenior.no/wp-
content/uploads/2015/02/Inventor-Remuneration-Issues-for-a-multinational-
company.pdf.
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student/professor/researcher at the university or research institute
succeeds to develop an invention, its exclusive rights will belong to

the employer (university or research institute here).

The question we are after addressing in the present research is that,
considering the general policy of commercializing academic
inventions, which ends up practically using and promoting the
inventions throughout the society and thereby increasing the deal of
wealth across the society, which ownership system represents the
optimal one for academic inventions? Should academic inventions be
recognized as employment-/contract-detived inventions, so that their
ownership goes to the university as the employer and contract party,
according to the exception for the employment-derived inventions?
Or one should consider that this exception does not apply to
academic inventions, so that the general rule of inventor’s ownership

should be applied to them?

In order to address this question, following with the research, we
begin with investigating the models proposed for the ownership of
academic inventions and take a look at records of implementing
either of these models across wvarious countries. Afterwards,
considering the conflicting interests involved and the specific
considerations which should be observed when setting policies in this
scope, we propose the fairest model based on distributive justice

considerations.
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III. OWNERSHIP MODELS

Most literature has proposed three main models for the ownership of
academic inventions: 1) university ownership, 2) inventor ownership,
and 3) no private ownership and recognition of the invention as
public property.* In addition to these three models, there is another
model which although has gained smaller deals of attention, yet is the
most common model in Iran: 4) inventor-university joint ownership.

Each of the models are investigated in more details in the following.
3.1. University Ownership

In this section, we consider (1) main characteristics of this model and

(2) its practical effects when implemented.
3.1.1. Characteristics

In 1980, an act was adopted in USA which in consideration of its

proposers is commonly known as Bayh-Dole Act.

This act governed ownership of the inventions developed using
federal budget at universities. Since these research works were
performed upon orders placed and then financed by the federal
government, according to the exception for employment inventions,
their ownership went to the federal government at that time. Bayh
and Dole, the two American senators, reasoned that the
governmental ownership tends to hinder commercialization of the
inventions and proposed that, the nonprofit institutions (e.g.

universities and small business) who use federal budgets to undertake

4 M. Kenney & D. Patton, Reconsidering the Bayh-Dole Act and the current university invention
ownership model, 38(9) RESEARCH POLICY, 1407 (2009).



28 Indian J. Intell. Prop. L.

research plans and end up deriving some invention out of the
research should have the right to preserve ownership of the invention
for themselves. In return of such a privilege, the university was
required to fulfill a series of obligations. First, the university should
register the invention. Second, the university should share the
benefits gained by commercializing the invention with the inventor.
Third, the university is required to transfer the license for exploiting
the invention to preferably small businesses. Meanwhile, the
government secures an international non-exclusive license for

exploiting the invention.’

In this way, all of the three key factors contributing to the process of
invention creation share the resultant invention in some way. The
university attains the ownership, the inventor collects a share of
commercialization-derived benefits, and the government attains an
international non-exclusive license for exploiting the invention.
Further, in order to guarantee the commercialization of the
invention, the university is obliged to license at least one preferably

small firm to exploit the invention.

This act serves as an exception to the exception for employment-
/contract-derived inventions, upon which ownership of such an
invention does not belong to neither the inventor nor the employer,
but it rather belongs to the person who among those involved in the
creation of the invention had the largest power for commercializing

the invention.

5 E. Paraskevopoulou, The adoption of Bayh-Dole type policies in developing countries. The Innovation
Policy Platforn, POLICY BRIEF WORLD BANK: WASHINGTON, DC (2013).
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Accordingly, in this legal model, commercialization and maximum
exploitation of the invention have given higher priority than the
generation of required incentive for inventors to create the invention.
According to economic foundation of intellectual property legal
system, in order to create incentive to prospective inventors, the right
of ownership of invention was used to be belonged to the inventors.
However, in order to secure the interests of customers, some
exceptions in terms of subject and scope of protection were
introduced to provide maximum access to and exploitation of

inventions.

This is while, regarding the academic inventions which are financed
by governmental budgets, the government has neglected its right of
ownership in favor of maximum commercialization and exploitation
of inventions, transferring the ownership to the university which is

the most powerful stakeholder when it comes to commercialization.
2.1.2. Practical effects

Following the adoption of Bayh-Dole Act in USA, registration of
academic inventions was promoted across the country and more
inventions actually reached the commercialization stage. The
successful experience in USA motivated other developed and
developing countries to adopt similar national acts, among which one
may refer to England, Belgium, Germany, Denmark, Norway, Japan,
Brazil, China, Chile, Argentina, Russia, Mexico, India, Philippine,
Malaysia, and South Africa.’

¢ HXK. Hvide & B.F. Jones, University Innovation and the Professor’s Privilege, NATIONAL
BUREAU OF ECONOMIC RESEARCH, 1 (2016).
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In this respect, setting forth an act similar to Bayh-Dole Act, Note 2
of Article 17 of the Law of the Fifth Economic, Social and Cultural

Development Plan of Iran requires that:

“In order to develop and propagate the technology, executive
agencies are herein permitted to transfer the ownership of intellectual
rights, technical knowledge, and equipment developed within
framework of contracts with public universities and research

institutions to the mentioned universities and institutions”.

Considering the definition of executive agencies in National Services
Management Act,’ the term not only covers the government, but also
further extends to non-government public agents. Nevertheless, the
important point to note in this article is that the possibility for
transferring the ownership of the obtained intellectual properties is
only permitted to governmental universities and research and
technology institutions and it does not include private universities
and institutes. In this way, in contrary to the main reasoning upon
which the Bayh-Dole Act was adopted (inefficiency of governmental
ownership and the necessity of getting the government’s hands out of
ownership of intellectual properties), this note keeps the ownership
in hands of the government while making a minor change in the

agency, i.e. just an apparent change of owner.

7 This act has been repeated in Paragraph I of Article 80 of the bill on Sixth Economic,
Social and Cultural Development Plan of Iran.

8 According to Article 5 of National Services Management Act, executive agencies are
defined as follows: “all of ministries, governmental institutions, non-governmental public
institutions or agencies, governmental companies, or all of the agencies for whom the
application of law is subjected to explicitly naming them, such as National Iranian Oil
Company, Organization for the Development and Renovation of Iranian Industries,
Central Bank, and governmental banks and insurance companies are referred to as
executive agents”.
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At the time of writing this paper, no research was published on the
practical effects of the adoption of Note 2 of Article 17 of the Fifth
Development Plan. However, results of empirical studies in other
countries show that, in most of the countries, following the
enforcement of such act, number of patent applications, number of
university-owned patents, and the number of licensing transactions
by the universities increased. This was while, in contrary, the rate of
university-led entrepreneurship activities, and the number and quality
of university-derived start-up companies and spin-off companies
decreased. For example, one may refer to a study performed in
Norway indicating 50% decrease in the rate of university-led
entrepreneurship activities and the number of university patents
following the adoption of a national act similar to Bayh-Dole Act.
Furthermore, the start-up and spin-off companies exhibited lower

qualities in terms of quality criteria.”

Also in Germany, since 2002 when a national act similar to Bayh-
Dole Act became effective, the number of university inventions have

cither remained unchanged or even decreased.

Accordingly, even though the university ownership model has
contributed to the development of commercialization activities in
American universities, but no such successful experience has been
observed in other countries. According to experts, this has things to
do with other factors improving the state of commercialization of
American university inventions. According to research performed in

this respect, in addition to reformed structure of ownership of

9 Supranote 9.
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academic inventions, such other factors as strengthened intellectual
property legal system, scientific advances in the field of biomedical
research, and increased amount of governmental budgets allocated to
research works at universities have played important roles in

achieving such success."”
3.2. Inventor Ownership

In this section, we consider (1) main characteristics of this model and

(2) its practical effects when implemented.
2.2.1. Characteristics

In some of legal systems, according to the general rule governing
ownership of intellectual properties, this is the inventor or creator
who attains the right of ownership of the invention. In such legal
systems, relying on the fundamental philosophy of intellectual
property rights system which is to promote the motivation toward
invention, the inventers are recognized as being eligible to enjoy

ownership of the invention.

In the legal system which applies inventor’s ownership model , this is
the inventor who decides to either undertake commercializing the
invention by himself/herself, transfer the invention to others for
commercialization purposes, use the services provided by the
technology transfer office at the university, or enter the invention to
the public domain. Failure to own an invention and recognition of

that as a public domain are common in computer software products,

10 N. Ramli, & Z.A. Zainol, Intellectual Property Ownership Model in Academia: An Analysis,
19(3) J. INTELLECTUAL PROPERTY RIGHTS, 117 (2014).
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where university professors and researchers tend to publish the

software products developed by themselves publicly for free."
2.2.2. Practical Effects

In practice, one of the successful examples of inventor ownership
legal system is the Waterloo University in Canada. According to

Policy 73 of this university, “Everything you discover at Waterloo belongs to

»

you”.

In return, the university will attain a non-exclusive, free, and
irrevocable license for exploiting these inventions in other training

. . . 12
and research activities.

Empirical studies indicate that, compared to other universities all
around the world, Waterloo University has spin-off companies of
highest quality, indicating successful implementation of inventor

ownership model in this university."

Compared to the present, in the past, the inventor ownership model
was further admitted and many countries such as Austria, Finland,
Germany, and Denmark used to implement this model as ‘professor’s
privilege” custom. Today, however, these countries have changed their
policies and turned into the university ownership model. Sweden is
one of the European countries which have remained loyal to this

custom.

1 Supra note 4.

12 University of Waterloo, Policy 73 Intellectual Property Rights, Secretariat (Jun. 29, 2000),
https:/ /uwatetloo.ca/secretatiat/ policies-procedures-guidelines/ policy-73-intellectual-
property-rights.

13 M. Kenney & D. Patton, Does inventor ownership enconrage university research-derived
entreprenenrship? A six university comparison, 40(8) RESEARCH POLICY, 1100 (2011).
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Italy is among the countries which have recently joined to the
systems implementing inventor ownership model, where the

professor’s privilege custom has been implemented since 2001."

Even though the university ownership system practically increased
the number of patents and license contracts, but the inventor
ownership model has ended up increasing the quantity and quality of

university-led spin-off companies.
3.3. Entrance to the Public Domain

A third model for the ownership of academic inventions is a system
where academic inventions are recognized as public domain
immediately following their creation. According to this view, the
possibility for free exploitation the inventions increases their

. . . 15
commercialization.

Although this model can result in maximum exploitation of
inventions, but it tends to attenuate the motivations toward stepping
in the path toward creating an invention as it provisions no right for
neither the inventors nor the university. On this basis, a system
wherein neither the inventor nor the university has no right over the
invention is likely to fail to develop the required motivation toward

inventing both for the inventor and the university.

14 D.B. Audretsch, & D. Goktepe-Hultén, University Patenting in Eunrope, in The Chicago
Handbook Of University Technology Transfer And Academic Entrepreneurship, (A.N.
Link et al eds., 2015).

15 Supra note 4.
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3.4. Inventor-University Joint Ownership

In most of the research works within the field of academic
inventions, no attention has been paid to the structure of inventor-
university joint ownership. The reason for that has been the
inefficiency and high costs associated with the implementation of
such a joint ownership model. High cost of joint administration of
inventions increases transaction costs, finally ending up with
inefficiency of this model. As such, this ownership structure is not
recommended, at least in research and theoretical works emphasizing

on practical and economic considerations.

Nevertheless, in Iran, the inventor-university joint ownership
structure is commonly being practiced in most of universities and
research institutions, so that the inventor and university attain

ownership of the invention in joint scheme'®,

Regarding practical effects of implementing this ownership model in
Iran, as of current, no empirical survey is reported, upon which one

could comment on its efficiency in practice.
IV. PROPOSING A FAIR MODEL

In order to propose a fair ownership model for academic inventions,
one should consider contradicting interests involved in the process of
creating and commercializing the invention. Often times, the
following parties contribute to the «cycle of creating and

commercializing academic inventions: 1) inventor as the creator of

16 For example refer to Part 2 of Executive Code of Registration of Innovation at Pasteur
Institute of Iran and Article 2 of Executive Code on Intellectual Ownership of
Kermanshah University of Medical Sciences.
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the invention, 2) university as a research center providing the
required facilities and infrastructures for creating the invention, 3)
financing agency which be either a governmental or non-
governmental agency, 4) technology transfer office at the university
which contribute to the commercialization of the invention, and 5)
consumer population who comprise the target group for

commercialization activities.

Each of the parties have some interests in stepping in and
contributing into this cycle which is partly in conflict with those of
the other parties: 1) inventors’ and researchers’ benefits in developing
the required motivation for creating the invention and innovation, 2)
benefit of the university or research institutes in investing and
providing appropriate infrastructures and facilities for research and
innovation, and 3) public benefit in commercialization of the

resultant inventions and maximum exploitation of the inventions.

Meanwhile, the law is after establishing a compromise between these
conflicting interests, as it does in other arenas. For this purpose, the
law requires criteria for setting policies and making decisions. One of
the most important yet the oldest criteria used for setting legal

policies is the justice'”'"®. Following with the paper, we present (1) the

17 In Nicomachean ethics, Aristotle divides justice into two categories: distributive justice
and corrective justice. Cooler has made this division even more detailed. In his view,
justice is categorized into four categories: distributive justice, political justice,
commutative justice, and corrective justice. Distributive justice deals with social relations
and the distribution of wealth and income across the society, serving as the core of the
idea of social justice. Commutative justice deals with transaction relationships; political
justice governs political relationships, and corrective justice addresses unfair
relationships. In the realm of law, commutative justice have applications in contract law,
while corrective justice comes into play in the scope of civil responsibilities and criminal
law. Here, by justice we mean distributive justice.



Swing Ownership of Academic Inventions 37

most important definitions for justice, (2) conformity of each of the
existing ownership models with the concept of justice, and finally (3)

a fair model for the ownership of academic inventions.
4.1. Concept of Justice”

As of now, various definitions have been proposed for justice™.
Following with this section, we investigate the concept of justice as

(1) merit, (2) equality, and (3) utility maximization.
4.1.1. Justice as Merit

One of the most important yet the oldest definitions for justice has
been attributed to Aristotle. In Aristotle’s idea, justice means to
divide and distribute available properties and facilities according to
deserts and merits.”’ The one who is of higher merits than others
deserves receiving the property and facility, and this is closer to the
concept of justice. Trying to determine the one of higher merits, one
should look at ultimate goal of objects. This is known as teleological

approach.”

18 According to legal positivists, the law should not necessarily be in line with morality or
justice.

19 Richard Posner believes that, the critetia of justice in the realm of public law should be
used as a base when setting rules and policies, while the efficiency criteria should serve
the same role in the realm of private rules when adjusting private relations between
individuals. This distinction has been criticized. According to one of the critics, at the
time of setting rules and policies, not only justice, but also efficiency, and more
importantly, legal transparency and respect for human dignity shall be taken into
account.

20 Klaus Mathis has introduced six ctiteria for fair distribution of wealth and hence
realization of distributive justice: 1) to everyone equally, 2) to everyone according to their
beliefs, 3) to everyone according to their class, 4) to everyone considering their legal
right, 5) to everyone according to their needs, and 6) to everyone according to their
merits.

21 S. Fleischacker, A SHORT HISTORY OF DISTRIBUTIVE JUSTICE (2009)

2 M.J. Sandel, Justice: What's The Right Thing To Do, 91 B.U. L. REV., 1303 (2011).
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Similarly, trying to determine the one who deserves ownership of
inventions, one should take a look at ultimate goal of patent right.
According to classic utilitarian justification for intellectual property
rights, the main goal of patent system is to incentivize the invention.”
But recently, attention has been turned to the commercialization of
inventions. According to Edmund Kitch “Zhe primary point of the patent
System is to encourage further commercialization and efficient use of as yet

nnrealized ideas by patenting then?”

Although the primary beneficiary of patent law system is the
inventor who enjoys an exclusive right over his/ her invention but
the ultimate beneficiary of the invention is society - whether end
consumers or other inventors who will develop complementary
inventions based on the current invention. To make society benefit,
the invention should be commercialized. Commercialization means

“reaching the market”.

Therefore  besides  providing  motivation  for  inventing,
commercialization of inventions and making society benefit from
new invention is another main goal of patent system. As a result,
according to this definition for justice, ownership of inventions
should be granted to whom with more extensive facilities and
capabilities for inventing and more importantly for commercializing

the invention and making it reach to the market efficiently.

23 M.A. Lemley, Ex ante versus ex post justifications for intellectnal property, 71 UNIVERSITY OF
CHICAGO L. R., 129 (2004).

24 D.L. Butk & M.A. Lemley, Policy Levers In Patent Law, 89 VIRGINIA LAW REVIEW, 1575
(2003).
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4.1.2. Justice as Equality

Another important philosophical definitions for justice was proposed
by John Rawls. He places an emphasis on two significant principles
when it comes to justice. First, liberty principle, and second,
difference principle. These are principles for which individuals will
vote at their original position of equality and without awareness
about their future positions within the society ,as John Rawls

describes as behind a “vei/ of ignorance””

In a hypothetical position where no one has a knowledge about
his/her destiny in society and no one knows whether he/she belongs
to a sect minority or religious majority, he/she will definitely vote for
equality of both the minority and majority groups (liberty principle).
On the other hand, since people are not aware of their financial
positions in society at their original position where they do not know
whether they are to become rich or poor, they will vote for equally
distributing available incomes, unless those who enjoy larger shares
of wealth can improve the situation of less enjoyed ones (difference
principle). In this way, even though equality in distributing the
incomes and facilities is preferred, but based upon the difference
principle, those social and economic inequalities which make some
benefit for the most deprived members of society are recognized as

permissible and hence fair.®

25 ]. Rawls, A THEORY OF JUSTICE, 2009.
26 . \Yolff, Social justice and public policy, A view from political philosophy, in SOCIAL JUSTICE AND
PUBLIC POLICY: SEEKING FAIRNESS IN DIVERSE SOCIETIES, 17 (G. Craig et al eds, 2008).
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When it comes to determining ownership of academic inventions
considering John Rawls’ idea, equality of parties in the ownership
right represents the first priority, unless an unequal distribution

improves the position of weaker parties.
4.1.3. Justice as Maximum Utility

Jeremy Bentham, the British moralist philosopher, is the designer of
the theory of utilitarianism. According to him, the most excellent
moral principle is the maximization of utility and felicity, i.e. to
generally enhance happiness against pain. He believes that, the right
thing to do is what enhances the utility. By utility, he means anything

which ends up creating happiness and felicity and prevents pain.”’

Accordingly, in Bentham’s idea, any sort of distribution which
maximizes the utility, i.e. felicity and happiness across the society, is

recognized as fair and correct.”®

In continue, conformity of the ownership models will be analyzed in

accordance with each of justice criterion.

4.2 Conformity of University Ownership with the Justice

Criteria

Assuming that the commercialization of invention is one of the main
goal of patent system, the university seems to the one of larger
facilities and capitals for commercializing the invention. So that the

university is, at first glance, of larger potentials for realizing one of

27 J. Bentham & L. J. Lafleur, AN INTRODUCTION TO THE PRINCIPLES OF MORALS AND
LEGISLATION (1948).

28 Inspired by Bentham’s theory of utilitarianism, Richard Posner, a practitioner of
economic analysis of law, presented the “wealth maximization” as a measure of efficiency.
He has recently adjusted his opinion.
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final goals of invention, ie. commercialization, making it more
deserved the ownership of the inventions, as compared to the
inventor. But this structure fails to provide motivation for inventors
who are the true and genuine creators of the inventions. This failure
would be remedied by adjusting the model, for example requiring the
universities to share the benefit of the commercialization with the
inventor and others who contribute in inventing and commercializing
the inventions. As such, granting the university the ownership right
and making it obliged to share the benefits of commercialization with
the inventors and other contributors like TTO conforms more to the

Aristotle’s justice as merit.

In addition, given that the assumption of university ownership boosts
the probability of commercialization of the invention and thereby
extends the scope of distribution and exploitation of the invention
across the society, this model tend to maximize utility across the
society; hence, university ownership also exhibits more conformity to

the Jeremy Bentham’s utilitarianism criterion.

Moreover, according to John Rawls’ difference principle, if
ownership of an invention is granted to the university, given that the
university has larger facilities and capitals for commercializing the
invention, it can share the benefits gained from commercializing the
invention with the inventor to compensate for the inequality in
distribution of facilities and thereby it provides incentive for
inventors to create more inventions. As such, university ownership

does also conform to the John Rawls’ theory of justice.
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Based on these considerations, nowadays, in most of countries
around the world, ownership of academic inventions is originally
given to the universities which are of larger potentials and facilities
for commercializing the inventions, and in return, the universities are
required to share the resultant benefits from the commercialization of
the invention with the inventor/researcher to provide him/her with

required motivations to actually create inventions.

Nevertheless, all of these inferences are subjected to the presumption
that the university is actually of larger potentials and facilities for
commercializing the invention. Although this presumption has been
proved to hold for most cases, but there are cases where it is violated.
Given the inventor’s further dominance over the product which is a
result of his/her own ideas and thoughts, one may consider a case
where the inventor may have larger potentials for commercializing
the invention. Therefore, this ownership model cannot be seen as

being absolutely in accordance with justice.
4.3. Conformity of Inventor Ownership with the Justice Criteria

Because this is the inventor who creates the invention, granting the
ownership of invention to the inventor will provide more incentive
for him/her and other potential inventors to develop new ideas and
present more inventions. But regarding another goal of patent
system, i.e. commercialization of inventions, similar to the discussion
presented lately about the wuniversity ownership, the inventor
ownership model can conform to justice criteria only if the
presumption of inventor’s larger potentials and facilities for

commercializing the invention holds. If this is true by case, the
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inventor more deserves ownership of the invention, and according to
Aristotle, #his is closer to justice. Furthermore, assuming that the
inventor is of larger potentials for commercializing the invention,
his/her ownership is likely to end up creating more inventions,
thereby maximizing utility across the society, indicating a closer-to-
justice approach to ownership distribution as per Jeremy Bentham’s
theory. On the other hand, should the inventor be obliged to share
the benefits gained from commercializing with the university,
granting the inventor the ownership right can be justified by the John

Rawls’ difference principle.

However, as was mentioned before, this ownership model is also
subjected to the satisfaction of the presumption indicating inventor’s

larger potentials for commercializing the invention.

4.4. Conformity of Inventor-University Joint Ownership Model

with the Justice Criteria

From John Rawls’ point of view, when it comes to the ownership of
academic inventions, equality in distributing the incomes and facilities
is preferred. In this way, it is preferred to have either parties, namely
the university and the inventor, equally attain ownership of the

invention.

Nevertheless, as was mentioned before, referring to the difference
principle, John Rawls recognizes inequality in distributing the
incomes as in accordance with justice under special conditions, that is
when the party enjoying further facilities can compensate for the loss

incurred by the deprived or less-enjoyed party. In this way, also from
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John Rawls’ point of view, justice implies that ownership of the
invention is transferred to either of the parties with larger potentials
and facilities for commercializing the invention. In return, this party

should compensate for the loss incurred by the weaker party.

4.5. Swing Ownership: University Ownership with Ownership

Option for Inventor

As observed, the main issue in determining an ownership structure
for academic inventions was how to determine the party with larger
capabilities for commercializing the invention. Given that a general
procedure for determining such a party is impossible to formulate
and it rather should be considered case by case, we herein propose a
swing ownership structure designated as ‘“umiversity ownership with

ownership option for inventor”.

In this model, which represents an intermediate among other models,
the ownership is generally granted to the university (whether
governmental or non-governmental); meanwhile, the inventors who
would demonstrate they have enough capabilities to commercialize
the invention would apply for ownership of the invention within a

predefined period of time.

In case the inventor fails to submit such an application, the university
is obliged to provide the inventor with a share of the benefits gained

by commercializing the invention.

But in case the inventor succeeds to obtain the right of ownership,
he/she is obliged to provide the university with a share of the

benefits gained by commercializing the invention (for example, 5% of
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the shares of the resultant company or commercialization-resulted

benefit).

In addition, under either assumption, namely survival of university
ownership or transferring the ownership to the inventor, aiming at
ensuring the commercialization of the invention and avoid
exclusiveness of the right of ownership for the owner, the owner is
obliged to provide a minimum of two independent companies with

non-exclusive licenses for exploiting the invention.
V. CONCLUSION

Implementation of an identical model across all countries will not
necessarily end up with identical results. As such, it is not
recommended to accept any model absolutely with no modification

ot adjustment within the scope of policy setting.

The reality is that, in addition to the problem of ownership right of
academic inventions which required further clarification and
codification of special laws, other infrastructures required for
commercializing academic inventions should also been provided at

the same time to contribute to effectiveness of this policy.

In addition to legislative modification of ownership structure, there
are other factors which can increase commercialization of academic
inventions, including (1) enhancing independency of universities and
research institutions, (2) decentralization of employment and allowing
universities and research institutes to employ researchers following
decentralized procedures, (3) granting researchers performance-based

incentives, (4) considering technological activities in promoting the
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positions of faculty members of universities and research institutions,
(5) establishing active technology transfer offices, and (6) providing

required financial resources, personnel, and infrastructure.”

2 E. Paraskevopoulou, The adoption of Bayh-Dole type policies in developing countries. T'he Innovation
Policy Platforn, POLICY BRIEF WORLD BANK: WASHINGTON, DC (2013).
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NON-CONVENTIONAL TRADEMARKS: HAS INDIA
SECURED AN EQUAL FOOTING?

Kurmnvila M Jacob & Nidhi Kulkarni

Abstract

It is wel] known that firms spend a considerable amount of time and
energy in butlding brand awareness and association  among
consumers. As [eff Bezos very rightly said, A brand for a company
is like a reputation for a person.” Consequently, they expect a good
return on their investment in terms of consumer satisfaction and

higher sales.

Given the breakneck pace at which technology was advancing in the
twentieth century, industries were mainly evolving in the design and
tnnovation processes. This resulted in increase in threats of piracy,
plagiarism and intellectual theft. Intellectual Property was thus,
Sformulated with an aim of protecting the innovation capabilities of
Jirms and stifling anti-competitive tendencies.! Since 1995, the
World Trade Organisation has taken over the regulation of

Intellectual Property rights on a global scale.”

Trademarks form an integral part of this aim and a lot of literature
n the past has focussed on their registration and application. The
authors will however be focussing on a niche area of trademark law -

non-conventional trademarks, with particular reference to the recent

Mr. Kuruvila M Jacob & Ms. Nidhi Kulkarni are III year students at the Nationall Law
Institute University, Bhopal.

DAVID BANBRIDGE, INTELLECTUAL PROPERTY (6th Ed. Longman, UK 2000).

DUNCAN MATTHEWS, GLOBALISING INTELLECTUAL PROPERTY RIGHTS: THE TRIPS
AGREEMENT (Routledge London, 2002).
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Indian Trademark Rules of 2017. The number of applications for
the registration of this category of marks has been on the rise
primarily due fo the vague definition of trademarks incorporated

within various domestic legislations. In light of this, Part I of this

pap































































































































































































































































































































































































































































































































































