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FROM THE PRINCIPALS DESK

I write this address for the 6th edition of 7he Law Review with a deep
sense of regret and loss at the sad demise of our founder Editor-in-Chief
the late Mr. Justice Y. V. Chandrachud, the former Chief Justice of India.
His unwavering support and impartial vision were instrumental in giving
our fledgling publication the correct guidance. We shall long value and
cherish the enthusiasm and support provided by him for all of the six
years that The Law Review has been in publication. He had been a pillar
to our publication and we shall really miss him.

The Law Review has acted as an irreplaceable platform for students to
explore the complex maze of law and to contribute to the vast body of
legal research in various fields. The fifth edition of The Law Review met
with great success and was greatly appreciated by the Hon’ble Judges of
the Supreme Court and the Bombay High Court as well as all of the
reputed law firms of Mumbai. It was well received not only by law schools
all over India, but also by eminent institutions overseas.

Continuing the practice from the previous year, The Law Review
Committee organized an orientation program for its prospective student
authors and newly inducted committee members to facilitate them in
developing their legal research and writing skills. The program dealt
exhaustively with several aspects right from choosing the subject of the
article and researching on it, to specifications and minute details that must
be adhered to while publishing it.

In the year 2007, The Law Review Committee received nearly thirty
articles, of which eight articles have been chosen for publication on the
basis of their content, relevance and coherence in the style of writing.
Apart from the editing by the committee, it was ensured that every article
was also edited by experts in the area of law dealt with by the article.
With this intention, the Committee identified and approached
distinguished practitioners of the legal domain, who undertook the
challenging task of editing the articles.



The present edition of The Law Review carries a rich blend of a variety of
legal topics. The articles therein, present not only an analysis of the impact
and implications of existing laws but also propose legislation to solve legal
guandaries. They further submit detailed academic discussions on current
issues pertaining to domestic as well as international law that have
interested lawyers and academicians alike.

Over the years, the Government Law College has been fortunate to have
received unconditional and wholehearted support in all its endeavours
from judges and lawyers, amongst others. | thank the members of the
Editorial Board, whose invaluable inputs have made a qualitative
contribution to The Law Review. This publication would have not been
possible without the generous support of some of the most prominent
lawyers of the country and I thank the contributors for the same.

It is indeed heartening to see that with every passing year, The Law Review
has evolved into a fostering ground not only for the student authors but
also for its readers. | am sure that in the years to come, The Law Review
will not only achieve but also sustain its vision to contribute to the
development of law and to initiate legal debate and reform.

(' r~v_g—<

Mrs. P. R. Rao
Principal, Government Law College



FOREWORD

In the Article on “Inventive Step to Innovative Leap: Advocating the
Next Big Advance in the Incumbent Patent Regime”, the authors
say:

“All avant-garde legislations suffer from a singular yet preponderant
pitfall. The contemporariness of such legislation precludes and often
curbs further legal innovation. For years, India has walked the tight
rope in Intellectual Property Laws, only just meeting its international
treaty obligations while balancing the monopoly conferred by these
rights within our overall socialist outlook. In amending the law of
Patents in the country through three Amending Acts, we successfully
fulfilled the TRIPS obligation. However even as these entailed
concerted and sometimes unviable concessions, the spurt of expansion
of this law unwittingly became the biggest roadblock for further
requisite changes that could only have ameliorated and retrieved the
situation for our flourishing economy.”

In the Article on “Globalisation And The Indian Legal Services Sector:
Opportunities And Constraints”, the author says :

“Globalisation is the latest exhortation that has come to dominate
the world in the past two decades. The frontiers of the global economy
have expanded, with increased reliance on the market economy in
the fields of labour and cross-boundary professional services. It has
been said that a legal services sector of international standards is
absolutely essential to support an economy that aims to be world
class. India, being one of the fastest growing economies, has already
undergone liberalisation in many sectors. Investment and financial
flows initiated in the nineties have progressively lowered the barriers
to competition and hastened the pace of globalisation.”

In the Article on “Global Warming And The Alien Tort Claims Act:
Desperate Times, Desperate Measures”, the author says:

“The ambivalent attitude of world forces—both political powers and
corporate czars, to the scientific link between human activities and
climate change has undergone a marked shift over the past decade.
From outright scepticism, denial, and even the deliberate concealment



of data, to a full-fledged debate in the United Nations Security Council
(UNSC), policy-makers and scientists alike are acutely aware that
the adverse impacts of global warming are no longer a remote
possibility, but serious consequences to be faced in their own lifetime...

Moreover, unstable conditions exacerbated by climate change in
Asian, Latin American and African nations, coupled with refugee
populations fleeing from drought and food production, pose a security
threat to the US and it fully anticipates being called on to reconstruct
and provide aid in such areas. It is in the interests of Congress if
corporations share the burden of some of this heavy expenditure
entailed. However, it seems unlikely that even judicial creativity can
interpret the ATCA as it stands today to recognize global warming
claims.”

In the Article on “Disgorgement : An Introduction Of A New Concept
Or A Precedent To Debacle?” the authors say:

“The concept of ‘disgorgement’ is one of the few concepts which are
well established and applied by capital market regulators worldwide.
‘Disgorgement is an equitable monetary remedy “designed to deprive
awrongdoer of his unjust enrichment and to deter others” from future
violations.” In India, the remedy for a tort or for a breach of contract
Is damages, penalty or restitution. Disgorgement was never recognised
or applied in India as a remedy under Securities law.”

In the Article on “Jus Cogens: A Rules—Standards Analysis” the author
says:

“The term jus cogens means the compelling law. In the jus cogens
discourse, jus cogens are seen as norms from which no derogation is
permitted. Though the concept as such has become a part of
international law doctrine, its content remains a matter of debate.
Other issues include identifying a definite institutional actor having
the authority to articulate a norm as jus cogens.”

In the Article on “Beyond A Tudor Approach To Transfer Pricing:
Evolving A Model For Effective Use Of Secret Comparables” the
author says:



“The introduction of transfer pricing in India since the year 2001 has
no doubt witnessed a new era in the taxation of international
transactions that is markedly detailed and specific. It has also
unfortunately witnessed the almost dystopian practice of use of secret
comparables. While some concede that the use of secret comparables
may be considered a necessary evil in the light of its significant
relevance and necessity, the practice is not without its fair share of
detractors.”

In the Article on “Time to ‘Can’— Spam?” the author says:

“Technology poses one of the strongest challenges to conventional
legislations, often eviscerating lacunae therein and requiring the
conception and recognition of new rights. A sterling example of the
inadequacy of existing legal paradigms to cope with pace of
technological progress is the untrammelled growth of unsolicited
commercial e-mail and unsolicited bulk e-mail, commonly referred
to as spam. Spamming, once viewed as a mere nuisance, is NOw posing
some alarming problems, with global spam related revenue losses in
2006 alone crossing the 200 billion dollar mark. Besides clogging up
inboxes and increasing transaction costs, spam often contains false,
fraudulent, or misleading information with children being worst
affected.”

In the Article on “In Defence of Bethlehem” the author says:

“It is an interesting irony that history traces civilisation through
warfare. Almost as old as warfare are the laws of war. The Old
Testament, for example, states conditions under which enemy cities
may be destroyed and people enslaved. Also, much of what is today
accepted as the law of warfare has its origins in the 17" century writings
of Hugo Grotius.”

This article analyses the provisions of international law that allow
States to respond to terrorist attacks with force. To lend context to the
discussion, the author will use the July War between Israel and

Lebanon as a backdrop.

Late Mr. Justice Y. V. Chandrachud
Former Chief Justice of India
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INVENTIVE STEP TO INNOVATIVE LEAP:
ADVOCATING THE NEXT BIG ADVANCE IN THE
INCUMBENT PATENT REGIME"

Akash-Pierre Rebello™ and Jeet Shroff™”
I. INTRODUCTION

‘It may be a small step, but it is a step forward, and that is all that is
necessary so far as the subject matter is concerned.’

The Privy Council in Canadian General Electric v. Fada Radio'

All avant-garde legislations suffer from a singular yet preponderant pitfall.
The contemporariness of such legislation precludes and often curbs further
legal innovation. For years, India has walked the tight rope in Intellectual
Property Laws, only just meeting its international treaty obligations while
balancing the monopoly conferred by these rights within our overall
socialist outlook. In amending the law of Patents in the country through
three Amending Acts?, we successfully fulfilled the TRIPS® obligation.
However even as these entailed concerted and sometimes unviable
concessions, the spurt of expansion of this law unwittingly became the
biggest roadblock for further requisite changes that could only have
ameliorated and retrieved the situation for our flourishing economy.

Modern day Patent law is not restricted merely to path-breaking invention.
Its evolution has led to the acceptance of economic significance as a
patentable attribute. Utility Models refer to those inventions that do not
meet the patentable levels for non obviousness and inventiveness but are
still innovations that are granted protection, albeit, for a lesser period of

T This Article reflects the position of the law as on 10 August 2007.

*  The co-author is a student in the Fourth Year of the Five Year Law Course at the

Government Law College, Mumbai. He can be contacted at akash.rebello@gmail.com.

The co-author is a student in the Third Year of the Five Year Law Course at the

Government Law College, Mumbai. He can be contacted at jeet.shroff@yahoo.co.in.

1 AIR 1930 PC 1.

2 The Patents (Amendment) Act, 1999, The Patents (Amendment) Act, 2003, The Patents
(Amendment) Act, 2005.

8 The Trade Related Intellectual Property Rights Agreement (TRIPS).
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time. They represent a form of protection that does not unduly discourage
competitors from building on an innovator’s contributions while permitting
an improver to capture the economic value of his improvement.*

The concept of Utility Models has been successfully used in China,
Germany, Japan and Italy to propel growth and introduce an element of
inventiveness, or at any rate, innovativeness, in predominantly the small
scale industry sector as also in other sectors of their industries. An example
of this process is that protection for Utility Models has been shown to
improve productivity in countries with lagging technologies. In Brazil,
Utility Models helped domestic producers gain a significant share of the
farm-machinery market by encouraging adaptation of foreign technologies
to local conditions.” Utility Models in the Philippines encouraged successful

adaptive invention of rice threshers.’

The spawn of a booming Small Scale Industry in India, has prompted
the need to innovate amongst these businesses to meet increasing
competition. The advent of Incremental Patents has further hastened the
need to protect diminutive innovations, which, while never being inventive
enough to be patented, embody patentable-inventions in the making.
These inventions are called Utility Models and as stated above, are
accorded legal protection for reduced periods in a number of countries.
Yet, despite their palpable benefits to India’s burgeoning economy, they
continue to remain derelict and deserted due to the deluge of legislation,
the Patents Act has already attracted.

This article seeks to comprehend the notion of a Utility Model and test its
efficacy for India. Further, it seeks to juxtapose Utility Models against the
present Indian Patent regime. Lastly, it seeks to observe from the sidelines,

4 JH Reichman, ‘Legal Hybrids Between The Patent And Copyright Paradigms’ 94
Columbia Law Review 2432.

5 Robert E Evenson & Larry E Westphal, Technological Change and Technology Strategy,
in 3A Handbook of Development Economics (Jere Behrman & TN Srinivasan eds. 1995),
2257 (citing S Dahab, Technological Change in the Brazilian Agricultural Implements
Industry (1986) (unpublished Ph.D. dissertation, Yale University)).

6 Ibid, 2261. Quoting KW Mikkelsen, Inventive Activity in Philippine Industry (1984)
(unpublished Ph.D. dissertation, Yale University).
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corresponding laws on Utility Models in other Common Law jurisdictions
and craft a possible legislation to meet India’s peculiar needs.’”

II. DELINEATING A CoNCEPTION: UTILITY
MobELS Vis-A-Vis CONVENTIONAL PATENTS

A. What Is A Utility Model?

The first country to incorporate and legally enforce Utility Models was
Germany. Termed ‘Gebrauchsmuster’, the first legislation on the point
came up in 1891.% It was conceived as a protection for innovations which
require less capital for research and development and has therefore on
occasion been defined as ‘a creation much simpler than an invention or
an invention which need not be the result of the intensive inventive activity
that is characteristic of ordinary inventions.”

The traditional German law accentuates the need for Utility Models to
bring about some advance by virtue of their conformation, arrangement
or device although the improvement may not meet the conventional
benchmark of Patentability.

The European Union Green Paper on contemplated community action
for Utility Models defines a Utility Model as ‘a registered right conferring
exclusive protection upon Ztechnical inventions possessing novelty and
involving an inventive step, the thresholds for which are not as great as in
the case of Patents.” Further, unlike Patents, Utility Models are granted
without prior search to establish novelty and inventive step. Hence, they

7 In Part 11, the concept of Utility Models and the present position of the law in India is
explained. In Part 111, international legislations and agreements are analysed, while in
Part 1V, an attempt is made to evolve a possible law for India. Finally, the authors
conclude with a plea for an unprejudiced consideration of the nuance of this principle
and recommend an expeditious incorporation of the same in the prevalent patent regime.

8 Kelsey Martin Mott, ‘“The Concept of Small Patent in European Legal Systems and
Equivalent Protection under United States Law’, Virginia Law Review, (March, 1963),
vol 49 [2], 239.

9 Martian-Achard, ‘Y a t il lieu d’étendre la protection légale aux modeles d’utilité ? 53
(1934). Zeitschrift Fur Schweizerisches Recht 221a-22a’ reported in Kelsey Martin Mott
‘The Concept of Small Patent in European Legal Systems and Equivalent Protection
under United States Law’ Virginia Law Review (March, 1963), vol 49 [2], 232, 239.
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are protection rights which can be obtained more swiftly and cheaply but
which also confer less legal certainty.'

Summarising the differing definitions, we may come to certain common
ground that forms the crux of the concept of Utility Models. The essentials
of the protection may be categorised as follows:

+  Reduced requirement of inventiveness;
+  Conferment of exclusive exploitation rights upon the owner;

+  Shorter period of protection as compared to traditional patent
rights;

+ The examination of the application for the aforesaid
requirements is precluded, making Utility Models an effective,
quick and cheap mechanism of protecting diminutive
inventions having an element of novelty but not enough
inventiveness to qualify for a successful patent grant.

B. Where Does It Stand In The International Legal Scenario?

Modern day jurisdictions have been more than liberal in embracing Utility
Models. Variously described as ‘innovation patent’ in Australia, ‘utility
innovation’ in Malaysia, ‘utility certificate’ in France, and ‘short term
patent’ in Belgium, as many as seventy five countries provide utility model
protection in some form or the other." Strikingly however, USA, UK and
Canada still do not allow or accept the notion. India, which predominantly
follows the British Patent system, is another notable naysayer.

Utility Models are covered within the ambit of the Paris Convention by
virtue of Article 1(2)"* which includes Utility Models within the meaning
of the term ‘Industrial Property’. However, while it does not define Utility
Models in specie, it significantly goes on to apply the principle of National

10 EU Green Paper on Utility Models to evaluate the need for community action.

11 Uma Suthersanen, ‘Utility Models And Innovation In Developing Countries’, Feb 2006
UNCTAD-ICTSD Project on IPR and Sustainable Development 3.

2 Jbid.
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Treatment to Utility Models as a natural corollary of the application of
National Treatment to ‘Industrial Property’. Utility Models are also covered
by the Patent Cooperation Treaty within Article 1(2).

The TRIPS Agreement— the ruling zeitgeist in International Patent Law,
on the other hand, conspicuously excludes mention of any second tier
patent protection, Utility Models included. Effectively therefore, the
inclusion or otherwise of Utility Models within a county’s domestic laws
is a matter of policy left to each individual nation and is not imposed by
any contemporary international law or treaty. It is submitted that this
very incongruence amongst countries that allow Utility Models and those
that do not, may work to India’s advantage, as it has in the case of Germany
and China. Every developed country has at some point in time walked
the quintessential tightrope by balancing international obligations against
its own commercial interests. Utility Models may play a crucial role in
such cases by allowing India to push for better reciprocal concessions,
while allowing us to maintain and preserve the country’s interests within
international obligations that regulate traditional patent law but which
leave the Utility Model system untouched. The absence of such straitjacket
International obligations provides the necessary leeway to mould the law
and incorporate it within the present system without significant changes.

1. SYNERGIES OF ScALE: THE DAwN OF A NEw POLICY-SUPPLEMENT?

The idea that a sub-patent regime could help improve the innovation
climate in a country and consequently be beneficial to an economy is
gaining greater credence. Today Utility Models are the most
recommended means of improving innovation in developing countries."
The importance of implementing policy toward the establishment of a
Utility Model regime would lie in the numerous benefits accruing from

13 Lewis and Reichmann, ‘Using Liability Rules To Stimulate Local Innovation in
Developing Countries: A Law and Economics Primer’ 6.
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securing the interests of domestic industry and specifically by promoting
innovation amongst SMEs."*

A. Redistributing The Right To Innovate In India

The importance of SMEs to Indian industry is undoubted. It is estimated
that India’s 3 million SMEs account for almost 50 per cent of industrial
output and 42 per cent of India’s economic exports.”” Studies have also
indicated that at one point of time they accounted for 80 per cent of the
industrial workforce.'* Any measures for significant economic development
in India must therefore take into account the needs and requirements of

Small Industry.

In the past the Government resorted to measures such as reserving items
solely for manufacture by small scale industries. Over the years however,
the number of items reserved exclusively for the small scale sector has
been reduced, although there is an export obligation for those other than
small industries entering such areas, together with a licensing requirement."”
Government policy seems to favour such de-reservation and it is therefore
expedient in light of opening up of these sectors that promotion of
innovation be encouraged through market mechanisms so as to lessen
the blow and to allow small scale industry to compete on equal terms.

¥ Small and Medium Scale Enterprises (SMEs). Thus the effects of Indian accession to the
TRIPS agreement and consequent requirement for protection of domestic industry, the
needs and synergies of the patent system given the “New Indian” emphasis on Foreign
Direct Investment (FDI) as a model of development and the importance of promoting
innovation amongst SMEs, especially keeping in mind the emergence of a strong Indian
information technology and pharmaceutical sector are all relevant issues in light of which
a policy shift incorporating Utility Models should be analysed.

5 VP Kharbanda, ‘Facilitating Innovation In Indian Small And Medium Enterprises —
The Role Of Clusters’ (10 February 2001) vol 80 [3] Current Science 343.

16 BL 1996:1 as cited in Sreedhar Srikant, ‘The Role Of Public Policy In Promoting
Innovation Among Small And Medium Enterprises : A Comparative Study Of India
And Korea,” available at http://www.cherry.getech.edu/sim/students/papers975/
srikant.PDF (last visited 10 August 2007).

7 Report on Economic Policy, Government Law College Policy Dossier 2007, 24.
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When it comes to innovation, SMEs though forming the backbone of
Indian industry are as yet in technological backwaters and are plagued
by low levels of Research and Development (R&D)."® This would in no
small part be due to the large expense involved in research activities
which are not within the financial means of small industry.

Utility Models appear to be the most direct way of addressing SMEs
being priced out of innovative activities. The nature of the Utility Model,
which requires only an inventive as opposed to an innovative step, would
obviously require less amount of R&D and therefore permit small
industries to participate more freely. This most basic feature of the Utility
Model would in a most simple and logical manner drastically reduce the
price of innovation. Additionally, Utility Models are cheaper and quicker
to obtain given the less stringent examination requirements. Thus,
reforming the low levels of innovative activity with regard SMEs in India
by providing a cheap alternative to patents would increase their
productivity. It has further been argued by Cordsen that even if Utility
Models are only used as a marketing tool, it will lead to cost/benefit ratios
substantially favourable to SMEs."

Given the impact and the importance of SME:s to the Indian economy
and labour force, increased economic benefit to SMEs would not only
increase industrial output but also have far reaching consequences given
the share of the labour force employed by SMEs. By focusing on SMEs
as the fundamental vehicles of Indian industrial growth and enabling
them to compete in a free market, we would be achieving an ‘inclusive
industrial growth’ that has a direct effect both on the GDP as well as on
employment.

B.  Competition, Protection and Innovation in the Post TRIPS Era

India has now largely fulfilled obligations agreed to at the time of joining
the World Trade Organisation and acceding to TRIPS. The TRIPS regime

18 Supran. 15.
19 Peter Cordsen, ‘Use Of Patents And Utility Models For Enhancing The Competitiveness
Of SMEs’, (2003) WIPO/1P/DYU/03/3.
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universally establishes minimum standards for patents. In India, the effect
in the legal regime has been that now both process and product patents
are protected and this has prevented Indian companies from reverse
engineering® inventions, most notably in the pharmaceutical sector.

A discernable repercussion is that the number of patent filings and
consequently holdings of domestic companies will steadily decline.
According to WIPO, as of 2005, 63 per cent of patent applications in
India were from non-resident Patent holders as against a world average
of 38 per cent.” This is evident of a larger trend in patent filing applications.
There has been an 8 per cent decrease in patent filings by residents and
a consequent 7.8 per cent increase in patent ﬁlings by non-residents in
India.” The greater share of innovative activity in India therefore seems
to be from nonresident actors. Given these developments, it is the view
of the authors that affirmative steps have to be taken to encourage
innovation in domestic industry.

A shift to Utility Models could be one such measure that ensures that a
larger part of the innovative pie is available to Indian Small Scale Industry.
TRIPS does not regulate, inform on or indeed make any mention of
Utility Models and therefore Utility Models remain unaffected by its
minimum standards. Local companies could theoretically make huge
windfalls by adapting inventions to local conditions and needs. The lower
threshold of inventive activity would greatly facilitate such intense
competitive activity from small scale industries. Empirical evidence, in
countries like Japan seems to support the proposition that Utility Models
assist domestic industry to compete against foreign patent holders. Local
Japanese industries specialised in adapting and improving inventions

20 Reverse engineering is the process of pulling apart an object to see how it works in order
to duplicate or enhance the object.

2 Available at http : // www.wipo.int / ipstats / en / statistics / patents / patent_ report_
2007. html #P403_24859 (last visited 20 Sestember 2007).
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A recent analysis of the spill-over effects of FDI on innovation has been
carried out in China, which is the largest recipient of FDI in the world.
The effect of the great influx of foreign capital in China has had discernable
spill-over effects on domestic patent holdings among local Chinese firms,”
effects that are both positive and significant. Statistical data analysed
between 1995 and 2000 has shown that in China, a 1 per cent increase in
FDI can result in a 0.12 per cent increase in the number of applications
for Invention Patents,” a 0.18 per cent increase in Utility Models and a
0.47 per cent increase in Design Patents which cumulatively amounts to
a 0.27 per cent increase.” The relatively large effect on design patents
and Utility Models is also consistent with the ‘demonstration effect’ of
FDI in that it is easier for domestic innovators to follow the examples of
the external characteristics of foreign products or processes in creating
their own new methods.® It is theorized that similar benefits will accrue
in India though some basic differences in the economies in the two
countries exist. For example, factors such as the fact that India’s
developmental model is more private sector oriented as well as more
entrepreneur based than that of China would only strengthen the prospects
of a Utility Model regime and its positive effects on small scale private
sector Indian firms; and would be in keeping with the general
developmental policy in India.

Though the Chinese example provides no guarantee of translation to
India, in the absence of any field level research in the country, the general
findings are practical demonstrations of theoretical projections such as
the ‘demonstration effect’.

Incorporating a Utility Model law would therefore maximise the effects
of the FDI policy on developing a self-sustaining vibrant Indian industrial
sector, resulting in the possible economic policy supplement.

27 K Cheung, P Lin, ‘China Economic Review' 15 (2004) 25, 23.

28 A regular patent is referred to as an Invention Patent in China.
20 Supran. 27, 36.

30 Supran. 27.
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D.  The Opposition To Utility-Models

There have been some objections raised about the viability of Utility
Models. The very concept of a Utility Model involves the government
adopting protectionist legislation; further curtailing what some would
consider the ‘freedom to innovate’. Though one may argue that it is only
through such protection that competition can be increased, the fact is
that it does curtail freedom of the use of information not amounting to
conventional intellectual property.

From a theoretical perspective there are certain countries which consider
a weaker patent system to be more damaging to the innovative climate.
The US position on intellectual property rights, for example assumes that
the additional innovation induced by stronger patent systems is
substantial.* Certain authors, relying on empirical data have argued to
the contrary, that firms are largely unresponsive to a change in patent
scope.*

There are also concerns about the lack of a substantive examination
system, which would give rise to uncertainty for third parties. Though it
is difficult to test the validity of such a concern, it is noteworthy that a
survey carried out on behalf of the European Commission in the UK,
France, Germany, Spain and Italy found that on average 50 per cent of
industry was “partly to wholly dissatisfied” with the current implementation
of Utility Models at present, with satisfaction being greater among SME:s.
Thus, 76 per cent of SMEs surveyed expressed high interest in the adoption
of a community wide Utility Model system while interest among larger
companies was smaller.*

8L Mariko Sakakibara and Lee Branstett, ‘Do Stronger Patents Induce More Innovation?
Evidence From The 1988 Japanese Patent Law Reforms’, NBER project on Industrial
Technology and Productivity, 1.

32 For example: Jaffe (The U.S. Patent System in Transition: Policy Innovation and the
Innovation Process, Research Policy, Vol. 29 (2000), pp. 531-557) in the United States
and Mariko Sakakibara, Lee Branstett (Do stronger patents induce more innovation?
evidence from the 1988 Japanese patent law reforms, NBER project on Industrial
Technology and Productivity) in Japan.

33 Uma Suthersanen, ‘Utility models and Innovation in Developing Countries’, Feb 2006
UNCTAD-ICTSD Project on IPR and Sustainable Development, 9, available at
www.unctad.org/ TEMPLATES/Download. asp?docid=7060&lang=1&intltemI D=2068
(last visited 26 September 2007).
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In addition to theoretical considerations there are practical difficulties.
One of the greatest liabilities of the system in India would relate to
infrastructure. A Utility Model regime would see a consequent rise in
litigation owing to the existence of a new regime. Given the pressure on
the judicial mechanism, questions may be raised about the viability of
the mechanism. It has been pointed out, that the famed backlog and
slow rate of disposal in the Indian Judicial system would seriously hamper
the efficacy of a Utility Model system. The general aversion of courts
towards the granting of an injunction in cases of alleged infringement
may render the Utility Model redundant, since by the time a final decision
is arrived at, the period of protection of 6 to 12 years may have run out.**

The objections to Utility Models however are largely a matter of
governmental policy and it is the particular circumstance which would
determine its incorporation. A Utility Model law would not considerably
differ from the general policy that is being followed by the Government
of India. It seems that the government has been espousing a more liberal
market economy in the hopes of maximum benefit accruing to the
consumer and the ordinary citizen. Such companies may also develop
technical expertise and in the long run could shift to the development of
patentable inventions.

Thus, though the Utility Model certainly entails incurring certain liabilities;
the fact that in India it appears that given its similarities and synergies
with government policy and the Indian developmental context, it would
be a very viable measure for promoting increased innovative activity
specifically among SMEs. SMEs in over 48 other countries* have the
competitive advantage of Utility Model regimes which enable them to
undertake some form of inventive activity despite lack of large capital
investment in R&D and it is desirable that Indian industry also receive
similar incentives.

34 Authors’ interview with Mr Himanshu Kane, Advocate, High Court of Judicature at
Bombay, Editor, 7he Law Review Volume 6 on 25 January 2008. The learned Editor
further suggested a three-fold device to mitigate this problem: The creation of a separate
legal system for Intellectual Property, in the long run; increased use of arbitration
mechanism in resolution of disputes; and the imposition of exemplary damages and cost
for frivolous suits as well as frivolous claims.

35 World International Property Organisation, ‘Where Can Utility Models Be Acquired’,
available at http://www.wipo.int/sme/en/ip_business/utility_models/where.htm (last
visited 20 September 2007).
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IV. PROBING THE QUINTESSENTIAL DISSIMILARITY:
TRADITIONAL PATENT LAW AND UTiLiTy MODELS

A.  Extant Edict: The Trinity Test Of Patentability

Traditional statutory patent law contemplated only novelty and utility of
an invention as essential pre-requisites of Patent protection.* The
requirement of Inventiveness is a recent inclusion.”” However in actual
application and usage, the requirement of Inventiveness has always formed
the crux of judicial interpretation. For instance in 1978, in the case of
Bishwanath Prasad v. Hindustan Metal Industries, the Supreme Court
observed,” ‘The fundamental principle of Patent Law is that a Patent is
granted only for an invention that is new and useful. That is to say, it
must have novelty and utility. [I]t must satisfy the test of invention or an
inventive step.’

The present Patent law reiterates the Trinity Test of Patentability,* wherein
the requirements of Novelty, Inventiveness and Utility are central to any
Patent protection. Section 2(1)(j) of the Patents Act defines an Invention
as a new product or process involving an Inventive Step and capable of
Industrial application.”® Inventive Step is defined as a feature of the
invention that involves a technical advance as compared to the existing
knowledge or having economic significance or both, and which makes the
invention non-obvious to a person skilled in the art."

Most latter-day litigation on the point has centred around and focussed
on determining the constituents of Inventiveness. In Windsurfing
International v. Tabur Marine,* the four step test to determine Inventiveness

36 The definition prior to the Amendment describes an invention as a new and useful
improvement of an art, process, method or manner of manufacture; machine, apparatus
or other article; and substance produced by manufacture. See section 2(1)(j) prior to The
Patents (Amendment) Act, 2002.

37 The Patents (Amendment) Act, 2002 incorporated the present definition of Invention.

38 AIR 1982 SC 1444, paras 18 and 21.

% V] Taraporewala, Law of Intellectual Property (1% edn V] Taraporewala Mumbai 2005) 35.

40 Section 2(1)(j), Patents Act, 1970.

4 Section 2(1)(ja), Patents Act, 1970.

421985 RPC 59.
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was laid down. It was held that the steps included identifying the inventive
concept, conjuring a normally skilled but unimaginative person, identifying
differences between existing knowledge and the alleged invention through
the lenses of that person and finally, considering whether the differences
so identified would seem an obvious conclusion of the established existing
knowledge to that person or whether he would upon the contrary, associate
a certain inventiveness to it.

Terrel on Patents further substantiated the meaning of each of these steps.*
As per that interpretation, the Court is required to identify a skilled man
and the existent common general knowledge. Next, it must identify the
nearest prior art and identify the lacuna between that and the alleged
invention. Finally, in coming to its conclusion it must be unfazed by

hindsight.

The Supreme Court in answering the question has applied a dual strict
and objective test.** It held that, ‘[T]he first question that must be asked
was: Whether the alleged discovery lies so much out of the track of what
was known before as not naturally to suggest itself to a person thinking
on the subject, it must not be the obvious or natural suggestion of what
was previously known?” The second question that must be asked is:
Would it be obvious to a skilled worker, in the field concerned, in the
state of knowledge existing at the date of the patent to be found in the
literature then available to him, that he would or should make the invention
the subject of the claim concerned?*

Therefore, it is submitted that the law on the point stands firmly
entrenched. The tests applied to it are strict ones and interpretation of
the impugned question has been far from liberal. It may be realised that
the Indian position is really only an extension of the British one. The

43 Terrel, Terrel on Patents (151 edn) para 7.26. See also VI Taraporewala, Law of Intellectual
Property (1% edn VJ Taraporewala Mumbai 2005) 49.

44 Bishwanath Prasad v. HM. Industries AIR 1982 SC 1444, paras 25 and 26.

45 Bishwanath Prasad v. HM. Industries AIR 1982 SC 1444, paras 25 and 26. Quoted from
Rado v. John Tye & Son Ltd. (1967) RPC 297.

46 Bishwanath Prasad v. HM. Industries AIR 1982 SC 1444, para 27. Quoted from Halsbury,
(3™ Edn, Vol. 29), 42.
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interpretation of the Apex Court proceeds on similar basis. Hence, the
possibility of the Supreme Court reading into the Patents Act, lower and
more liberal thresholds of Inventiveness, seems remote.

Yet, this hope may not be without a rational basis. As will be submitted
subsequently, the inclusion of economic significance as a possible proof of
inventiveness in the amended definition opens up new vistas.

B.  The Disparity

Utility Models represent the second tier of a Patent system. As substantiated
earlier, the key difference between the two lies in the reduced thresholds
of Inventiveness expected, and the corresponding reduced protection
accorded. Another difference lies in the absence of any substantive
examination of the petty patent. These factors have been instrumental in
accentuating the underlying economic importance of the Utility Model
system, particularly for a rapidly developing country such as India.

Therefore, while traditional Patents require far greater inventiveness than
Utility Models, they also enjoy greater periods of protection than Utility
Models and have a more exhaustive examination. Utility Models accord
protection for lesser periods but at the same time are quicker and cheaper
to obtain and most importantly, do not require the same level of inventiveness.
Further, while traditional Patents require invention, Utility Models would
require only innovation. They need not make path-breaking advances but
must substantially contribute to their field.

A pertinent question which then arises is this: what are the standards to
be applied in determining the inventiveness of a Utility Model? Traditional
Patents are adjudged through the lens of the ‘expert skilled in the art.” By
what test is the inventiveness of a Utility Model to be weighed? One
suggestion put forth is that the inventiveness required for a Utility Model
need not appeal expert skilled in the art, but rather to a man of ordinary
intelligence.”” The Utility Model sought to be protected, need not be
inventive enough to impress an expert already skilled in that field.

47 Authors’ interview with Mr. Himanshu Kane, Advocate, High Court of Judicature at
Bombay, Editor, The Law Review, vol 6 on 25 January 2008.
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However, if it appeals as being inventive to a reasonable man of ordinary
intelligence, it may qualify as a Utility Model.*®

As explained earlier, the inclusion of economic significance opens up a
vista of possibilities. The absence of any normative precept, British or
Indian, further allows the Court, room for manoeuvrability. It is submitted
that the term economic significance may mean one of the three things:

1. It may represent the same good being produced at a lower
cost due to some technical advance.

2. It may represent the possibility of producing a greater number
of goods at same or lower prices due to a technical
advancement.

3. Lastly, it may represent a good of better quality being sold at
the same price.

Setting aside the nitty-gritty’s of the meaning of ‘economic significance’, it
is submitted that the most significant conclusion of the amendment lies in
the explicit acceptance of cost efficiency as a constituent of Inventiveness.
It is submitted that this newfound realisation firmly places Utility Models
as an important offshoot of Traditional Patents. Given that the focus of
Utility Models lies in encouraging cost efficiency, if dwarfed, it may only
be matter of time before their inclusion within domestic laws becomes
necessitated and even mandated.

V. MobEeLs Or Utmity: TRANSNATIONAL LLaw AND PrRACTICE RELATING
To Utmry MODEL SYSTEM

A study of the evolution of Utility Models and the law regulating them in
various countries is an essential part of the effort to draft a Utility Model
law for India. Due to the lack of uniformity on the exact scope of the
term Utility Model, this part, in an attempt at clarity, contains a comparative
analysis of the Utility Model law of various countries.

48 Jbid.
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The primary parameters that characterize the variance between the
different Utility Model systems are the ‘Subject Matter of Patentability’*,
the ‘Criteria for Protection’, the presence or absence of ‘Substantive
Examination™ and the ‘Duration of Protection’ and it is along these lines
that the analysis will be conducted.

A. The Three Utility Model Systems
1. The Patent System

The Patent System of Utility Model law is prevalent in countries like the
Netherlands™, among others™. It is considerably similar in most respects
to the regular Patent system. The ‘Patent system’ of Utility Model law is
described by Suthersanen as quick ‘reservation’ systems for patents.”
The only difference between this variation and the regular Patent Law
occurs in the non-examination policy and the shorter term of protection.

An example of the ‘Patent system’ of utility model is the French ‘certificat
d'utilite’.” The French code is the same as the patent regime in terms of
the ‘Subject matter of patentability’ and ‘the criteria of protection’.” It
however varies from the patent law in as much as it provides for a six

49 The ‘Subject Matter of Patentability’ relates to any restrictions put on the type of inventions
that can be patented or registered as Utility Models. Thus any requirements for an
invention to conform to certain specifications relating to shape, form, physical dimensions
or arrangement would tend to restrict what ‘subject matter’ could be eligible for protection
as a Utility Model. Further certain Subject matter can be excluded from protection based
on public policy considerations, which would be spelt out in the act. It therefore essentially
relates to the actual ‘physical object’ or ‘thing’ that is being protected.

50 The ‘Criteria for Protection’” would constitute the level of Novelty required for an
Invention to qualify for protection. It is a reflection of the inventive activity that is required
in order to the invention becoming eligible for protection.

51 ‘Substantive Examination’ is the actual verification process by which it is determined by
the relevant authority that the novelty and other pre-requisites to the granting of a Utility
Model have been complied with.

52 patents (WTO), Act (Amendment), 14 December 1995.

53 Other countries include Ireland (IE027 Patents, Act, 27/02/1992, No. 1) and France
(Intellectual Property Code, Law No. 92-597 of July 1, 1992).

54 Suthersanen supra n. 33, 12.

5 Intellectual Property Code, Law No. 92-597 of July 1, 1992.

5 Intellectual Property Code, Law No. 92-597 of July 1, 1992.
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year protection, shorter than the twenty year protection available to the
long term patent and does not require a prior search report.”” The
differences from the regular patent law are therefore not substantial but
merely make registration of the invention less cumbersome, the price
being a shorter period of protection.

2. The Classic System And The Raumform Requirement

The Classical Utility Model system is the most popular model used in
European countries.”

Prior to the overhaul in German law, its utility model regime provided
that not all ‘small inventions’ would qualify as ‘utility models.” The ‘form’
requirement is brought out in a substantive definition of the
‘Gebrauschmuster’ by Crotti, who emphasises the necessity for
‘Raumform’ (spatialform), described as the ‘quality of inventive distinction
of the subject matter, perceivable by the senses and is usually a change in
the shape of the device’.® It is the presence of ‘Raumform’ which
characterises the ability to register a utility model.

A good example of the requirement for ‘Raumform’ is that a merely
technical principle, such as electricity, cannot be subject to a
Gebrauchsmuster registration, but a particular switch or circuit which is
part of an exterior object, and which determines the Raumform in some
way, may be protected.”” This form requirement is also characteristic of

57 Article L611-2, Intellectual Property Code, Law No. 92-597 of 1 July 1992.

58 The Classical Utility model system is found in the legal systems of Italy (Royal Decree
No. 1411 25 August 1940), Spain (Patents [Utility Model] Law [Consolidation] 20/03/
1986 [30/12/1998] No. 11 [No. 50] ), Denmark, (Act No 130 of 26 February 1992), Greece
(Utility Model Law 1733/87, 1 January 1988) Finland Act (800/91) of 1 January 1992),
Portugal (Industrial Property Code (Law No 16/95), 1 June 1995) and formerly in
Germany.

5 Nicbakht-Djordan, De La Protection Des Petites Inventions, 63-65, University of Geneva,
Faculty of Law, Thesis no. 471, 1951 reported in Kelsey Martin Mott ‘The Concept Of
Small Patent In European Legal Systems And Equivalent Protection Under United States
Law’ (Mar., 1963) Vol. 49, No.2 Virginia Law Review 232, 261.

60 Crotti, ‘The German Gebrauchsmuster’ (1957) 39 J Pat. Off. Soc’y 566, 569.

61 Kelsey Martin Mott, “The Concept Of Small Patent In European Legal Systems And
Equivalent Protection Under United States Law’, Virginia Law Review (March, 1963),
vol 49 [2], 239.
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other countries that follow this system and therefore in Spain® as well as
Finland®, similar definitions emerge.

Thus, the classic Utility Model system, like that prevalent in Germany,
was originally conceived as a sort of design protection,” which differed
from the traditional patent largely by the manifestation of form that was
required from it, in addition to shortened periods of protection.

In other aspects, the German law is similar the provisions of patent law.
Inventions must be novel, have a technical purpose and cannot be illegal
or immoral. The novelty level was of slightly a slightly complex nature
and was closely related to the external form requirement. The level of
novelty did not require a completely new technical principle to be
developed but was satisfied even if an existing principle was manifested
in different physical form.

Thus, the required level of inventiveness though high, is focused on the
external manifestation of the idea or principle and therefore this underlying
principle or idea need not conform to the innovation requirements. Thus,
as we shall see, the concept of novelty as embodied here is different from
that present either in the Patent or the Second-Tier regime.

Therefore, countries in the classical system have laid down a two step
test: a tangible form (three dimensional or two dimensional), and a novelty
of concept, closely related to this form requirement.

3. The Second-Tier Patent System

There is a third system of law which governs Utility Models in the world
today. The German transition to the second-tier patent system and a
survey of the law of Australia® would be the fields of the present study.

62 Article 145 Patents (Utility Model), Law (Consolidation), 20/03/1986 (30/12/1998),
No. 11 (No. 50).

63 Finnish Utility Model Act. (Act 800/91) 1 Jan 2002.

64 Mark D Janis ‘Second Tier Patent Protection’ (1999) 40 Harvard International Law Journal
151, 159.

65  Australia took the first steps towards establishing the second-tier system with its ‘Petty
Patent System’ and has now adopted a fully fledged second-tier system by adopting the
‘Innovation Patent’.
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a. Amended German Law

The formal transition to the new utility model regime in Germany
commenced with the attempt at harmonization of European patent laws.®
The paradigm shift brought in its wake removal of the Raumform
requirement and the lowering of threshold required for novelty. The
former in particular increased the scope of the Utility Model law and
brought a wider field of subject matter under the scope of the utility
model law. The German Utility Model law also lays restrictions on the
subject matter of a utility model in a similar manner to the Patents Act by
not permitting discoveries, scientific theories, mathematical methods,
aesthetic creations of form, plans, rules and procedures for mental activities,
for plays or for business activities as well as programs for data-processing
systems and biotechnological inventions.” Thus, now all inventions that
are Patentable are eligible for registration as Utility Models.

b. Australia

i.  1979-2000: The Petty Patent Years

Since 1979, the Australian second tier Utility Model regime was termed a
‘Petty Patent’ regime.® A petty patent is a short term patent which could
be obtained quickly and more cheaply than a regular patent. The petty
patent had most of the characteristics of a Utility Model.

The petty patent law did not have any requirements of form as necessitated
by the classic system and the criteria were thus the same as for an ordinary

66 The spatial requirement under German law restricts not only the subject matter of the
Utility Model but also its scope. If therefore, protection was provided only for external
design or manifestations it was easy for competitors to ‘modify’ the design appropriately
to ensure a different design but appropriate functionality. Apparently, some German
courts looked for ways to effectively confer functional protection. See Rudolf Krasser
‘Developments in Utility Model Law’ (1995) 26 International Review of Industrial and
Copyright Law 950, 254.

67 Article 1(2), Utility model law in the version of the proclamation from 28 August 1986
BGBI. I, P. 1455 www.transpatent.com, translation by http://babelfish.altavista.com/
(last visited 2 August 2007).

68 AUO029 Intellectual & Industrial Property Act, 15/12/1939 (19/12/1973), No. 66 (No.
216).
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patent.”” Another major aspect of this petty patent law, seem by many as
its primary deficiency was the fact that the same levels for inventive step
was applied both to the regular as well as the petty patent,” a view that
has been confirmed by Australian courts.”!

The petty patent though making strides in shrugging off the requirements
of spatialform did not constitute a modern ‘Second-Tier’ regime as the
level of novelty was the same as that required of Patents.

ii. The Innovation Patent

In 2000, the Australian government officially repealed the petty patent
system and substituted in it place a new ‘innovation patent’ regime.” The
novelty threshold for this new patent is an ‘innovative step,” a significant
softening of the old regime which required the same level of inventiveness
as the regular patent.”” This feature is derived from prior caselaw in
Griffin v. Issacs,”* which adopted a subjective novelty approach.”

B. The Period Of Protection And Substantive Examination: Measures
That Differ Regardless Of Systems

There are other aspects of Utility Model laws that cannot be confined to
a discussion about the various systems as they vary across the three
aforementioned systems.

The periods of protection for example vary considerably form country
to country ranging from 6 to 15 years. These are all however considerably
shorter than the period of Patent protection which is generally for 20
years.

The idea in waiving the examination process for Utility Models seems to

greatly facilitate the goals of the Utility Model.” Japan and South Korea

69 Section 18, Patents Act 1990, Act 83 of 1990 (Cth).

70 Section 7(2) Patents Act 1990, Act 83 of 1990 (Cth).

™ Elconnex Pty Ltd v.Gerard Industries Pty Ltd, (1992) 25 IPR 173 (Full Fed Ct).

72 Patents Amendment (Innovation Patent) Act 2000, Act 140 of 2000 (Cth).

73 Section 7(4), Patents Amendment (Innovation Patent) Act 2000, Act 140 of 2000 (Cth).

7 12 ALJ 16