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Trade and Intellectual Property: SOlDe Observations

ANTHONY MASON

A BSTRACT Intellectual property rights run counter to the interests qf consumers and the public. They
are also exploited in anti-competitive wi9's. On this account these rights should be qualified or subjected
to competition regulation. The glnbalization of intellect';alpro/Jerty exposes the interests qf consumers and
the public to greater risks unless appropriate mechanisms ofprotection are developed.
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A cynic might say that the title givcn to this worksh op reflects cur rent academic thinking,
found ed on reality, that, in orde r to interest outside rs, notably flint-h earted bureaucrats
and commercial peopl e, th e word 'tra de ' must be exhibited in neon ligh ts. T rade is the
key to unlo cking the gates, if not of paradise, at least of some vaults.

Fortunately, I am not a cynic- at any rate not all of the time- and the relati onship
between intellectual property and trade is both complex and imp ortant. But it is not all
important. There is more to life and, for that matter, intellectual property, than trade.
The linkage that was made between intellectual prop erty and reform of international
trade across the board has serious consequences for developing countries and for
countries like Austra lia that are net importers of intellectual prop erty.

Globalization--its Advantages and its Detrhnents

There is, of course , a natural linkage between intellectual property and trade in tha t
property. That linkage is all the more significant in an era in which information,
knowledge, technology and know-h ow have assumed such importance on a worldwide
basis and have becom e the engine of vast profits. The rising international trade in
intellectual prop erty has given mom entum to the globalization of intellectu al prop er ty in
the form of a regime or regim es which, if not un iform, provide for an internationally
recognized fram ework of harmonized legal rights and entitlements. The erec tion of such
a fram ework , so long as it is acceptable, is obviously desirable from the perspe ctive of
trade, the owners and users of intellectual property, as well as the crea tors of that
property.

T he erec tion of acceptable regimes is, however , fraught with many difficulties. The
difficulties include those which are inh erent in determining the level and mode of
protection to be accorded to the crea tor and the difficulties whieh are associated with
parti cular nati on states and their individual circumstances . They also include the
probl ems of loss of sovereignty and autonomy which necessarily arise from the ad option
of an internationally binding regime, engineered at a diplom atic conference, which
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precludes national legislatures and govern ments from exercising a free and unfettered
choice. Of even greater imp ort an ce is the fact that the erec tion of such a regime often
circumvents ordinary national democra tic decision -making processes which allow for the
input of domestic interest gro ups, includin g consumers.

The tension between private ownership and public interest

Intellectual prop erty law represents an uneasy comprom ise between the predominant
public interest in th e ava ilab ility, accessibility and free flow of information and th e publi c
interest in encouraging, rewarding and protecting the creators of intellectua l property.
The tension between these competing interests is a source of continuing contention . The
retrospective TRIPS extension of the duration of a patent for a furth er term of 10 years
is impossible to j ustify in economic terms. T he same appli es with equa l force to the
re trospec tive European extension of the period of copyright protection. T hese extensions
no doubt adva nce or will adva nce the interests of nations which are net expo rters of
intellectual property but they are detriment al to the interests of nations which are net
imp orters of intellectual property. More than that, they are detrimental to the predomi­
nant public interest and the interests of those who wish, for comme rcia l and othe r
reasons, to take advantage of the protected material as soon as prot ection expires. To say
that impo rting nati ons have agree d to the pa tent extension in return for othe r trade
advantages simply does not answer the crit icism that the extension has not been justified
on economic grounds.

At the same time the rationale for granting exclusive monopoly righ ts in the form of
intellectua l property has bee n questioned. The rationale is tha t the gra nt of these rights
encourages additiona l crea tive and inventive activity. The extent to which additiona l
activity does take place by reason of this incentive seems to be very much a matter of
speculation. It is even said that it is not demonstrable that expa nded intellectua l prop erty
rights will necessarily result in additional activity or tha t this is an efficient use of society's
resources. On the other hand , it is clear eno ugh that corporations do invest substanti al
sums in research and development in reliance on the grant of proper ty rights in relation
to new developments. It is, however , a reasonabl e assumption that the grant of property
right s contributes, to an extent which cannot be measured , to inn ovative developments .

Be this as it may, intellectual prop erty protection gives rise to serious competition
policy issues. Some of these problems are identified in the ar ticle by Walker in this issue. '
First, there are the problems associated with parallel imp or ts, identified by th e Prices
Surveillan ce Authority, in its various reports relating to Book Prices, The Prices qf Sound
Recordings, Prices ofComputer Sofltoare and Prices qf Farm Chemicals. As Walker points out, lack
of effective compe tition between owners in the small Australian market has allowed pri ce
discrimination aga inst the Australian market with higher prices resulting in inefficien t
distribution . The distributi on of books is a notorious example. Restrictions on parallel
imp orting of goods marketed overseas with copyright or patent owners' permission
accentuates these problems. Wh eth er the Bill currently before Parliament dealing with
parallel imp ortation will be enac ted remains to be seen.

Nex t, there are the decisions of the Full Cour t of the Federal Court in Auel v. Wells,2
on the appli cation of the Circuit Layou ts Act 1989 (C th) to video games and the
subsequent decision in Galaxy u. Sega3 on the application of the Copyright Act 1968 (C th)
to such gam es. These decisions illustrate the impact of parallel imports on the capacity
of amuseme nt cent res to prosper and of the detriment al effect which a prohibition of
parallel imp orts is likely to have on such a centre.

There are also serious ques tions as to the ope ration of compe tition law on th e
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exercise of intellectual property rights. At present section 51(3) of the T rade Practices Act
1975 (Cth), as the Submission notes, provides an exemption from Part IV of the Act in
relation to conditions of licences and assignment so far as they relate to intellectual
prop erty righ ts. The Hilm er Report, following a submission by the Trade Practices
Commission , considered that there was force in argu ments to reform the current
arrangements including the possible removal of the exemption," The matter is subject to
pend ing review.

The protection of databases involves serious anti-competitive considera tions. In
Australia, there is copyright protection for compilations of databases though not for the
data. The distinction is not easy to make. The potenti al for anti-compe titive exploitat ion
of copyright protection of compilations is illustrated by the Ma gill decision of the
European Co ur t of Justice.5 T ha t case proceeded on the footing that copyright existed
in the weekly programme listing of television stations . T he Co urt held that as the sta tions
had a monopoly over the information from which the compilation was made, a refusal
to grant a licence was an abuse of a dominan't position in contravention of Article 86 of
the Treaty of Rome.

There is an interesting discussion in the Opinion of Advocate-General Gulmann of
the relationship between copyright protection and compe tition law. He pointed out6 that ,
as the copyright laws of member states have balanced the vario us interests tha t must be
protected by society, including the interests of the copyright owner and undi stort ed
competition, the natural consequence is that compulsory licences und er competition law
were practically without precedent in member sta tes in the field of copyright. In the
words of the Advocate-General: ' fi]n principle, where copyright law confers an exclusive
right, that must be respected by competition law' . He concluded, however, that this did
not preclude furth er limitations on the copyright owners' exclusive right on the basis of
the Treaty of Rome's competi tion rules, his view being confirmed by the Co ur t.

In passing, it is of interest to note that the Advocate -Ge neral did not consider that
'the copyright interests thus protected [by member sta tes' copyright laws] can be
regarded as substantial. .. , .7 In this respect, the European Co mmission had submitted to
the Court of First Instan ce:

.. .the program listings are not in themselves secret, innova tive or related to
research. O n the contra ry they are mere factual information in which no copyright
could therefore subsist."

The Magill case, as well as instances in Austra lia, discussed by Walker, rela ting to
meteorological information and teleph one directories, show that copyright in databases
enables the rights holder to engage in anti-competitive conduct by denying access to
monopoly sources of information or the data und erlying compilations.

What Magill and the Austra lian instances raise for considera tion is a question of some
substance. Should the exercise of intellectual property rights be subjected to competition
law regulation? On the face of it, that might seem to be the obvious answer. An
alternative answer is that intellectual prop erty rights should be more stringently defined.
Thus, entitlement to copyright might be defined in such a way as to depend upon a
stro nger element of originality than is presently insisted on-presently the origin ality
element is low.

On the other hand, subjecting the exercise of the right to competition law regulation
may well entai l very considerable regulatory supervis ion, casting a very heavy burden on
the regulatory agency at a time when government is seeking generally to reduce the cost
of supervisory regulation and to promote the virtues of self-regulation. The cost of
regulation is a major problem in Australia and that may mean that appropriately limit ing
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the gra nt of rights will becom e of grea ter importan ce for us. If Am erican and European
models are to be adopted for int ernational purposes and those models proceed on the
footing that strong rights are granted which are nonetheless subje ct to compe tition law
regul ation, we may be forced to acce pt the model notwithstanding that it is not best
suited to our circumstances .

Yet anothe r side of the coin is that the adoption of American and European model s
will provid e us with a growing corp us of judicial int erpretation and ap plica tion which will
be beneficial to us and lessen the need for expe nsive litigation in Australia.

It is also probably true that the grant and extent of int ellectual property rights is
influenced by the interests of owners rath er than by the int erests of the public at large.
That tend ency reflects the capacity of int ellectual property own ers to influence the
sha ping of the regim es of protection , a capacity which was exemplified in the course of
events leading up to TRIPS and the WIPO Co pyright Conference in December 1996.
The capac ity of owners to influen ce the critical decisions is in all probability greater at
the international level than it is at the national level. It is more difficult for int erest groups
opposed to owner intere sts to organiz e and mount resistan ce at the international level
than at the national level. There are, of course , exceptions. The December 1996 WIPO
Copyright Conference was a spec tac ular example, though the support of the telecommu­
nications industry was a critical factor in the modifi cation of the draft Treaty. There can
be no certainty that the example will be repeat ed , though the In ternet and other me ans
of electronic communication hav e enha nced the capacity of interest groups to build
cross-borde r alliances . The success at WIPO was in part du e to the work that had been
do ne at nation al level in a number of countries which resulted in na tion al govern ments
supporting th e pu blic int erest point of view.

An achievement of major imp ortan ce was the inclusion in the preamble to the
Copyright T reaty of the recogniti on of the primacy of the public int erest conside ra tions
underlying copyright. The preamble recited the need to maintain a balan ce between the
rights of authors an d ' the larger public int erest' , parti cularly educa tion, research and
access to information , as reflected in the Bern e Convention. The primacy of that public
interest, in the sense that it is not to be subordina ted to private int erests, is j ust as
imp ortant in the case of other forms of intellectual property, notably patents.

The new procedures adopted by the Australi an govern ment with respect to the
makin g of tr eaties involving consultations and tabling of a trea ty in the Parli am ent
leading to parliament ary conside ration, will lead to grea ter scope for conside ra tion and
discussion by affected interest groups before adoption of a treaty by the Australian
gove rn me nt. On the other hand, it is possible that the new procedures will result in a
greater reluctan ce on the part of the governme nt to ratify international conventions.
Such a reluctan ce is, however , more likely to emerge in relation to conventions and
treati es affecting human rights than in relation to instruments affecting trade where
Australia' s exclusion from major trading blocs invests int ernational trading arrangements
with a special imp ortan ce.

It would be a mistake to ignore the elem ent of isolationism in Australia, the sentime nt
that we sho uld 'go it alone'. But it would also be a mistake to think that a relu ctance on
our part to ratify int ernation al conventions springs from precisely the same reasons that
have induced the United Stat es to decline to ra tify a large number of international
conve ntions. In the case of the United States, a treaty once mad e automatically becom es
part of the law of the land. In Australia, the isolationi st sentime nt is, in general, unlik ely
to prevail ove r our need to free up and promote int ern ational trade in view of our
dependence on tha t trad e.

The eleme nt of isolation in Australia is rela ted to apprehensions about loss of
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sovereignty and autonomy ari sing from the ratification of a treaty and the establishment
of an internati onal regime base d on int ernational standa rds, mo re particularly political
and human right s standards. Entry into an internation al obligation by mean s of
ratification of a convention necessarily constra ins Australia 's freedom of cho ice. Altho ugh
the existence of the obligation will not necessarily deny legislatures power to enact a law
to the contra ry where that power otherwise exists," it is not to be readily supposed that
legislative power would be exercised for such a purpose. In that practical sense, entry into
an internation al obligation entails loss of sovereign ty or au tonomy. And it is not merely
loss of legislative autonomy. Depending on the nature of the internationa l regim e there
may be a loss of exec utive and judicial autonomy, as is the case when enforceme nt is
entrusted to int ernational courts or tribunals.

According to tra ditiona l thinking, there is mu ch to be said in favour of granting
jurisdiction to internat ion al courts and tribunals when j urisdiction is exercised aga inst
nati on states but less so when individuals are involved . No doubt greater uniformity of
decision and interpretation result from one cou rt or tribunal exercising jurisdiction than
from a myri ad of national courts. On the oth er hand, conce rn has been voiced ab out th e
quality of the work of som e international tribunals, for example the UN Human Rights
Committee, compared with that of national courts.

In this context, it is instru ctive to read the ar ticle by Eva ns on 'Intellectual Prop erty
Disputes and the Sup ercou rt of the World T rade O rganizat ion : The Case for a New
Model of Dispute Resoluti on' in this issue. The author challenges orth odoxy in the
resolution of int ernation al intellectual prop er ty disputes, making a stro ng case for
granting access to pri vate litigants as well as sta tes, notwith standing that the WTO
dispute resolution procedures are tied to sanctions. Evans makes the telling poin t that the
WTO Sup ercourt exhibits a ma rked democrat ic deficit, countenancing domination by
powerful corpo ra tions, finan cial instituti on s, influen tial producer associations and int erest
groups. Indeed , she impli es that dom estic reforms cannot overcome the deficit becau se
the nation sta te cannot init iate action which will protect the vari ed and conflicting
interests of all its citizens. In the course of the discussion , an interesting compariso n is
made of the \ \'1'0 Supercour t with the Eu rop ean Co urt ofJustice, emphasizing the ea rly
commo n approbation of int egrating policies which may later give way to stro ng criticisms
of legitimacy. The par allel is illumi nating.

T he dem ocratic deficit identified by Evan s extends to its procedures which in the eyes
of a civil lawyer no less than a commo n lawyer fall sho rt of minimum standa rds of
natural and tr ansparent j ustice. Closed hearings, lack of access on the part of those with
a material int erest, inadequ ate mechanisms for the resolution of disputed qu estions of
fact and th e imbalance of legal resources available to develop ed and developing nations
have all contributed to a view that is less than favourabl e to the tribunal. That is largely
becau se the tribunal has been seen as a state's forum with the consequence that the
aspects of du e process which are essential to adjudica tion involving private interests have
not been applied.

One other aspect to be noted about the establishment of an int ernationally estab­
lished regim e regulating int ellectual proper ty, even one which provides for national
legislation and nation al regulation , is tha t it is gene ra lly less suscept ible to altera tion than
is a nation al regime. U niformity becom es such a dominating force that the momentum
for change must be very conside rable if it is to succee d.

Global harmonization of intellectual property rights is both desirabl e and inevitable.
It is in the int erests of creators, owners and consume rs. But it is necessary to ensure that
the interests of owners are not predominan t and also to devise procedu res which will
enable other inte rest groups to make an effective input into the decision-making
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processes. Harmonization is not to be equated with uniformity. A uniform framework
leaving certain areas to be dea lt with by national treatment may provide sufficient
harmonization.
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