











matters. All this results in higher enforcement costs that may discourage SMEs from actively
enforcing their rights. These issues will not be selectively resolved in the case of UM
protection,” unless a separate system is implemented to enforce UMs on a fast-track basis.
Even otherwise, experiences in other countries suggest that courts may not grant interim
injunctions in cases of UMs.**

Ease of "Design-Arounds": As with any IPR, the scope of the exclusivity granted must logically
be limited to the actual contribution made to the existing knowledge pool. Since this
contribution is relatively “minimal” in the case of a UM, the scope of the claims would also be
commensurately narrower. This would make UMs extremely easy to design-around, thereby
diluting any form of protection over UM. On the other hand, to doctrinally expand the scope
of protection of a UM (such as, for instance, under doctrine of equivalents), the claim scope
may end up covering modifications that are potentially protectable as separate UMs. This
may also be the reason for the lower level of enforcements highlighted earlier.

Therefore, BSA humbly and strongly recommends that it is necessary and proper for the
Government to deeply analyze all the relevant, substantive and practical issues relating to
UM prior to reaching a decision on this subject.

In the light of the foregoing analysis, BSA's response and replies to the queries / issues
raised in the Discussion Paper are as follows:

ik Does India need a Utility Model Law?

When answering this question, the proper context is whether the cost and benefit of
establishing a new UM protection system outweighs the cost and benefit of a similar
investment in the exiting patent protection system. As indicated by the experience
of other countries that have adopted a UM system, arriving at a balanced, efficient,
and effective regime presents multiple challenges. In many of the jurisdictions in
which UMs are available, this form of protection does not appear to have produced
significant and tangible benefits for the stakeholders. In light of the available data,
the cost and complexity of adding a separate UM law may not be justified. There is,

* This issue was highlighted in Australia at the time the new innovation patent system was
implemented in 2001. See Government response to the Recommendations of the Advisory
Council on Industrial Property {ACIP) Report ‘Review of the Petty Patent System’, available at
http://www.ipaustralia.gov.au/patents/what innovation review.shtml (last visited on 11 June,
2011) ("There are clear indications that for the innovation patent system to be attractive to
users it must encompass provisions for a less costly and more timely means for enforcing
innovation patent rights. However, because the channels for enforcement of innovation patent
rights form part of the existing adversarial system there are inherent difficulties in proposing
discrete and workable solutions.")
* See, e.g., Peter Pan Electrics Pty. Ltd. v. Newton Grace Pty. Ltd. (1985) 70 A.LR. 731 (Austl.)
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in fact, no real evidence to suggest that the current patent system does not provide
adequate protection to any section of technology or innovation undertaken by
SMEs. The main and real issues with SMEs in India could, instead, be low levels of IPR
awareness and its business benefits, and their lack of readiness to invest in regular
patents. While efficiency within the existing system can be improved, cost alone
cannot justify the enactment of a whole new system that lacks substantial IP
protection mechanisms merely adding to the overall cost to the nation.

Having said that, BSA, in of the view that, to be a beneficial addition to the existing
IPR regimes in India, a UM system would need to have the following characteristics:

e Simple and inexpensive for applicants

e Thorough substantive examination prior to enforcement

e Substantive examination may be requested by either the UM holder or any
third party

¢ No bifurcated infringement and invalidity track

What should be the scope of protection of such a law? Should it be restricted to
mechanical devices?

Even if the Government were to implement a UM law, there is no consistent view on
the issue of which subject-matter ought to be protected under such law. The
Discussion Paper itself neatly summarizes the varying scope of UM protection in
different countries (Table 2, Annexure-II; Annexure-V).

Nonetheless, we believe that it would be inappropriate and inadvisable to exclude
subject matter based on the particular field of technology to which it relates.
However, restrictions based on the ‘type’ of invention are reasonable. Accordingly,
we recommend that — at least to begin with — UM protection should not extend to
processes and methods.

What parameters should be adopted in the law with respect to inventive threshold,

substantive examination, grace period, exhaustion, protection period and registration
procedure?

In light of the objectives behind the proposed UM system, it may be advisable to
provide a lower threshold of inventive step than patents. However, as highlighted
above, there are potential challenges in consistently implementing a lower threshold
of inventiveness for UMs. Therefore, a more extensive study and policy analysis
should be undertaken in this regard.

Further, existing empirical evidence suggests that UMs granted without pre-grant
examination tend to result in a large amount of “junk” applications, which may
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increase the costs and risks for SMEs to operate in the market. Therefore, it is
suggested that any proposed UM law in India provide for substantive examination
prior to the grant itself. At the least, a system of substantive examination has to be
mandated prior to seeking enforcement.

One may, however, apart from reducing the costs of obtaining registration, also
reduce the complexities in the procedure. This may include the following measures:

e time-bound procedures for registration;

e streamlining the registration procedure by not requiring routine and continuous
action from the applicant;*® instead, all documentation requirements are to be
fulfilled at one point, in one go;

e not allow a separate invalidation procedure; instead, invalidation may be allowed
only during the course of judicial proceeding for infringement™.

Considering the practices of other countries, the term should ideally not exceed six

years.”

What novelty criteria should be adopted? Should they be absolute or relative?

Taking cue from the system implemented in other countries, we should follow the
same criteria of novelty as used under the Patents Act, 1970. However, since the
term for a UM is lower, it is suggested than the grace period also be lowered to 6
months.

At the same time, the “global novelty” must be followed since otherwise, SMEs may
simply be encouraged to imitate inventions that may be covered elsewhere under
patents. ’

What should be the nature of linkages between this law and the existing Patents Act?

How do we ensure that the existing Patents Act, which is a bulwark against the ever
greening of patents, remains undiluted ?

There should be no linkages between the Patents Act, 1970 and any proposed UM
protection system for minor non-patentable innovations.

* For instance, under the Patents Act, 1970, after filing an application, the applicant has to
continuously comply with Section 8 requirements, file a request for examination; even after
grant, working statements need to be field etc.

* This recommendation needs to be coupled with the pre-grant examination requirement.
Together they provide several benefits not available if only one or the other were enacted.

*” See Annexure-III, Reference Material 4; see also Table-I, Annexure-I; see also Annexure-
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What legislative route should be adopted? Should a separate law to protect utility
models be enacted? Or should the Patents Act be suitably amended? Or should the
Designs Act be amended?

Although the legislative route makes no difference in legal terms, it is preferable to
enact a separate legislation in order to address the unique concerns and issues
raised in the context of a UM protection system. This would also minimize any
confusion vis-a-vis the existing regimes of intellectual property rights. In fact, India
follows the practice of enacting separate legislations for each of the intellectual
property regimes.

Should the facility for temporary protection of an invention as a utility model pending
grant of a patent be built into the legislation? Should it be specifically mandated that
only one form of protection would be available at any time?

A mechanism system similar to the one intended in the query is present in China,
where an inventor is allowed to simultaneously pursue protection under both
regimes for a given invention. A regular patent on the same invention, however,
would be granted only if an already granted UM is either terminated or waived by
the inventor, therefore effectively allowing protection only under one regime at a
given point in time.*®

While such a mechanism provides all-round protection for an invention, without a
pre-grant substantive examination procedure for UMs, this may only result in
unnecessary interim protection being granted to “junk” inventions. Further, under
our existing patent system, upon publication of an application for a “regular” patent,
the exclusive rights associated therewith are operationalized, though enforceable
only after grant.®® There is insufficient evidence to indicate that this form of interim
protection for “regular patents” pending their grant is insufficient in anyway.

In light of the above, we do not see the need for any further interim protection for
“regular” patents prior to grant, in the form of UMs.

% See Article 9 of the Patent Law of the People’'s Republic of China for details.
* Section 11A(7), Patents Act, 1970.

Page | 13



Further, since the objective of the proposed UM protection system is to provide for a
system of IP protection to cover those situations where the existing patent regime is
inaccessible for a variety of reasons, it makes little sense to provide for simultaneous
protection under both regimes. Further, there is absolutely no basis or evidence to
Justify any form of additional protection to those inventions that anyway qualifies for
patent protection.

Should applications for patents be transmutable to utility model applications and vice
versa whenever the applicant so desires?

Such provisions are present in certain countries, such as Japan, Korea, Malaysia,
Indonesia, Austria and France.*® We believe that it is appropriate to allow an
applicant to convert a UM application to a traditional patent application and vice
versa, so long as the law prescribes that the applicant expressly disclaim any right to
the alternate form of protection. This would prevent the same invention from being
protected by both a regular patent and a UM patent.

Should any specific provisions be introduced in the proposed utility model law to
promote domestic filings as well as applications from SMEs? Can we use this model to

protect some part of our traditional knowledge?

Existing statistical data from the WIPO and the EU anyway shows that UM systems
are mostly used by domestic industries and SMEs.** Therefore, nothing suggests that
anything particularly needs to be done to encourage domestic filings, though
awareness campaigns may be useful to kick-start applications. So long as the
registration costs and the thresholds are kept low, SMEs would be encouraged to file
UM applications.

However, any proposed UM system cannot and must not be used to protect
traditional knowledge. Apart from diluting the aggressive international stand Indian
has previously taken against its traditional knowledge being appropriated through
patented improvements, it runs contrary to Section 3(p) of the Patents Act, 1970.
Companies would then be given a free hand to engage in evergreening practices,
making vast number of minor modifications to the innumerable amount of
traditional knowledge from India. To protect traditional knowledge, it may be more
appropriate to look towards laws that prevent misappropriation by imposing penal
sanctions and allow for benefit sharing, such as the Biological Diversity Act, 2002.

% See Annexure-V for details.
“! See, e.g., Annexure-1V, at page 37; Annexure-IL.
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10.

11.

What enforcement procedure should be put in place? What should be the dispute
resolution mechanism? Who should be the adjudicating authority?

As stated earlier, a truly quick and inexpensive UM protection system must be
complemented by a cost-effective and efficient system of enforcement. The Indian
experience has showed the existing infrastructure’s inability to dispose of IPR
disputes within 4 months as the Supreme Court had originally directed. One may,
instead, look towards other alternate dispute resolution mechanisms, such as court
monitored mediation, followed by arbitration where the procedures, by way of law,
are simplified to reduce costs and delays.

The adjudicating authority must be a person with specific judicial training and have
sufficient experience and knowledge in the law relating to patents and UMs. The
experience and skill of retired judges of the High Courts may be tapped for this
purpose.

In any event, the right of the parties to appeal and have the case fully adjudicated by
a qualified judiciary should be preserved.

To obviate monopolistic dominance, should the adjudicating authority be empowered

wherever public interest is involved, to award compensation/royalty in lieu of
restraining the infringement?

Sufficient guidelines exist under the existing law of reliefs, i.e, the Code of Civil
Procedure, 1908 and the Specific Relief Act, 1963, to allow the courts / adjudicating
authorities to deny permanent injunctions in a given case, in view of public interest
and instead, award a form of damages and/or continuing royalties as relief. There is,
therefore, no need for making any special provisions in any proposed UM protection
system.

Conclusion:

For the analysis, facts and reasoning set forth above, BSA is of the opinion and
recommendation that the DIPP undertake an in-depth assessment of the actual and tangible
viability of the UM protection system and take an informed decision prior to proceeding with
any enactment. As indicated ‘above, and reiterated herein, India must critically examine
whether it is in need of a new UM system that is inherently weak, or whether there are ways
in which the current patent system, which offers quality patents, can be improved and
upgraded to suit the needs of the SMEs and the relevant domestic industry. We respectfully
urge the Government to reconsider the wisdom behind a UM system.
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However, should the consensus builds towards implementing a distinct UM system, BSA
humbly requests the DIPP to take the aforesaid submissions on record.

We are truly appreciative of the inclusive approach followed by the DIPP in considering
suggestions from various stakeholders in formulating policies. BSA stands ready to provide
any assistance that is desired to reach this end and would be pleased to provide further
discussion and analysis relating to the objectives behind the Discussion Paper.

Yours sincerely,

Warm regards,

Ms. Lizum Mishra,

Director, India Operations,

Business Software Alliance,

Level 15, Eros Corporate Towers, Nehru Place,

New Delhi, Phone- +91-11-4223-5015, +91-98101-64117

lizumm@®@bsa.org
www.bsa.org

Encl: As stated (Annexures)
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