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Introduction

Let me start by telling you a short story. A story about what enforcement really means and how important it can be.

When I was a schoolboy I was very fond of the neighbours’ raspberry. It was sweet, fragrant and deep red. The fence between the two gardens was in a bad condition. Some of its laths were broken or missing, so I easily found some holes in it that were large enough for me to squeeze myself through them to the neighbours’ raspberry bushes. I ate a lot of raspberry there and returned home with great satisfaction in my stomach. Nobody noticed what I did. My grandmother was working in the kitchen from where she could not see me visiting the neighbours’ raspberry bushes. The neighbours could not notice me, either, because they usually were not at home by day. So I got what I wanted, and I even did not feel guilty.

Now, let us compare this situation to what e.g. Part III of the TRIPS Agreement provides for. Prevention was missing as nobody took provisional or border measures against the infringement I was regularly committing. My grandmother was unable to promptly and effectively order me to desist from eating the neighbours’ raspberry. The neighbours failed to repair the fence although they could have had valid grounds for suspecting that I was eating their raspberry. And nothing constituted a deterrent to further infringements because I was not punished at all for my wilful raspberry piracy let alone severely punished. Meanwhile, the rules protecting the neighbours’ property rights in the raspberry were, of course, there and I was even aware of them. However, I did not respect those rules because they were not effectively enforced.

Intellectual property legislation without proper enforcement does not make sense, either. Actually, in the case of intellectual property rights, enforcement can be even more important. It is perhaps easier to copy or use, without authorisation, the works, inventions or trademarks of others than to steal the neighbours’ raspberry. On the other hand, the general public might still consider raspberry stealing to be a more serious crime than infringement of intellectual property rights. It is quite likely that there are still families where children can easily get away with computer game software piracy but are severely punished by their parents if they jump over to the neighbours’ garden for some delicious fruit.

While confessing the sins of my childhood to you, I have tried to resist the temptation 

to consider the possibility of the neighbours’ raspberry being protected by plant variety rights and all the complications that would have followed from that.

Improving the IP weaponry in Hungary in preparation for EU accession

I have been invited to speak about the implementation of the Enforcement Directive in national law. In my presentation I will for obvious reasons refer to the example of Hungary. Please forgive me for that. This is the country I know and love best. In addition, the Hungarian example is I think characteristic of the other new Member States. 

Before describing how we intend to implement the Enforcement Directive in national law, I must say a few words about the current situation as well as the way the IP weaponry has developed in Hungary over the years.

It is, of course, not out of nowhere that Hungary and other new Member States are arriving at the threshold of implementing the Enforcement Directive, which can be considered their first main task in the field of intellectual property since their accession. On the contrary, enforcement of IP rights has, from the very outset, been a major issue, a real leitmotiv in their preparations for EU accession. Prior to accession, the EU never missed an opportunity to express its concerns about the capacity of candidate countries to effectively enforce intellectual property rights.

The EU’s serious concerns about the enforcement situation in new Member States is also reflected by the fact that the Enforcement Directive was adopted just a couple of days before enlargement.

The WTO’s TRIPS Agreement also played a decisive role in strengthening enforcement structures in Hungary. The Hungarian Parliament ratified it in 1994, together with the other multilateral trade agreements concluded in the GATT Uruguay Round. Compliance with the TRIPS Agreement was, of course, closely related to preparations for EU membership, since the TRIPS Agreement, as an international treaty to which the European Community became party together with all the Members States at that time, also formed part of the EU’s acquis communautaire, with which candidate countries had to align their legislation.

It is clear from recitals (4) and (5) of the Enforcement Directive that it is the TRIPS Agreement that has constituted the common denominator for harmonisation at European level. The same goes for new Member States like Hungary that have brought their legislation into line with the enforcement-related provisions of the TRIPS Agreement not only to meet their WTO obligations but also to prepare the ground for their EU accession.

Preparations for EU membership and implementation of the TRIPS Agreement have almost completely changed the landscape of IP enforcement in Hungary. As a result of sweeping changes in both the legislative framework and the institutional structure,  

all the remedies necessary to fight against counterfeiting, piracy and other infringements of intellectual property rights are available, even at present, under Hungarian legislation. It is possible to obtain a provisional measure in order to prevent an infringement of an intellectual property right; right holders can obtain damages from infringing parties; judicial authorities may order the destruction of counterfeit or pirated goods; border measures are applied to prevent importation, exportation and re-exportation of infringing goods; infringers are facing severe criminal sanctions.

Returning to the analogy of my raspberry theft in my childhood, I believe it can be stated that, due to the efforts made by Hungary under the TRIPS Agreement and in the process of the country’s European integration, the “fence” of enforcement measures protecting the valuable fruits of creativity and the related investment against misappropriation by shameless intruders has been completely repaired and strengthened to a large extent. There are no longer holes or loose parts in this fence.    

Preparations for transposing the Enforcement Directive

It is against this background that the Hungarian authorities have commenced the process of implementing the Enforcement Directive. Let me give you a brief overview of the preparations we have made thus far.

In accordance with the general rules on implementing EU Directives in Hungary, once an EC Directive is adopted, an action plan for its transposition has to be drawn up and agreed upon by the competent authorities. It is then entered into the legal harmonisation database of the Ministry of Justice. That database provides a very important input for the Government’s legislative planning. This mechanism has been applied to the implementation of the Enforcement Directive, too.

Even at the stage of drawing up the action plan for the transposition of the Enforcement Directive, it was agreed that the Directive should be implemented by amending the existing laws on industrial property, copyright and other related issues such as the execution of judgements and electronic commerce rather than enacting a standalone statute of a horizontal nature.

Three government agencies have been charged with the preparations for the implementation of the Directive: the Ministry of Justice, the Ministry of National Cultural Heritage and the Hungarian Patent Office. It has to be noted that the Ministry of Agriculture has not been named amongst those responsible for drawing up the draft law, despite that that Ministry does have certain tasks concerning geographical indications for foodstuffs and other agricultural products as well as plant varieties, and that these industrial property titles are also covered by the Directive. The involvement of the Ministry of Agriculture has been ensured in the normal consultation process preceding the submission of any draft law to the Government.

The Hungarian Council for the Protection of Intellectual Property, which is a body advising the President of the Hungarian Patent Office on strategic issues, has played a very important role in preparing the ground for the implementation of the Directive. It has commissioned two outstanding experts out of its members to make a detailed study on how the Directive can be transposed properly into the Hungarian legal system. The study has been sent out for comments to the ministries and the other agencies concerned as well as to various levels and bodies of the judiciary. Among those being consulted on the conclusions of the study have been the Office of Economic Competition, the Customs and Finance Guard, the Consumer Protection Surveillance Authority, the National Police, the Office of the General Prosecutor, the National Council of Justice and the Supreme Court. 

Naturally, non-governmental organisations have also been asked for their opinion on the study. In addition, these organisations have been invited to respond to a questionnaire with a view to collecting factual data and practical experience relating to the actual working of the current enforcement mechanisms. The results have showed a growing tendency towards reliance on the criminal justice system rather than civil law remedies. This has been explained mainly by the drawbacks of the civil law remedies, namely the average length of procedures, the courts’ reluctance to order provisional measures, and damages disproportionate to the actual prejudice suffered by right holders. A recurring complaint has been that companies engaging in infringing commercial activities are often declared bankrupt or reported to have been wound up before they can be taken to court.  

However, filing a criminal complaint is obviously not the best way for intellectual property right holders to take effective action against infringement. It would not be, even if criminal law legislation worked perfectly. Exclusive reliance on criminal law sanctions carries the risk of treating some defendants too severely and placing an unnecessary burden on public resources, and, on the other hand, it may undermine other rights clearly due to intellectual property right owners. It is for these reasons that provisional measures and civil inaudita altera parte searches have become of utmost importance, on which debates in Hungary have centred. It is only through civil law remedies that a right holder can obtain real compensation for the injury he has suffered as a result of an infringement. Civil and not criminal procedures are designed to accommodate claims by natural or legal persons for remedies of a fundamentally economic nature. Therefore, civil procedures and remedies are really the heart of the matter. Their efficiency can only be ensured by wide-ranging application of provisional measures and search orders.

Civil and criminal law remedies are interlinked and do interact. Therefore, it is certainly a welcome development that in parallel to the process of implementing the Enforcement Directive through amendments to intellectual property and other civil law legislation, the comprehensive review of the Criminal Code has also been extended to its IP-related provisions.

The first draft of the proposal for implementing the Directive was sent out for comments in mid-September. A hearing to discuss the comments made on that first draft was held on 30 September in the Ministry of Justice. Most of the comments have been received from NGOs and the judiciary. The ministries and the other authorities concerned have hardly made any observations. A revised draft will soon be submitted to the Government for approval and then forwarded as a Bill to the Parliament. The law transposing the Enforcement Directive is expected to be adopted by the end of this year. It will enter into force on 15 April 2006 if everything goes according to plan.

Implementation of the Enforcement Directive in Hungary: debates on specific issues

Let me now turn to some specific issues that have been raised and debated in conjunction with the implementation of the Enforcement Directive.

1. Article 7(1) of the Directive explicitly requires that measures for preserving evidence should be available even before the commencement of proceedings on the merits of the case. The same follows from the logic of the provisions in Article 9 regarding provisional and precautionary measures. However, the draft has been criticised by some for overly and rigidly complying with these provisions of the Directive. They claim that it would be alien to Hungarian civil procedural law and would breach certain constitutional and human rights requirements if provisional measures were available even before the commencement of proceedings on the merits of the case. They are also critical of the possibility that provisional measures may, in appropriate cases, be taken without the defendant having been heard. However, these views seem to be based on a total misconception of the applicable constitutional requirements, and they apparently disregard the review clauses contained both in Article 9(4) of the Directive and the respective provisions in the draft law. These clauses provide that the parties have to be informed without delay of the measures taken this way, and that a review, including a right to be heard, is to take place upon request of the defendant with a view to deciding whether those measures have to be modified, revoked or confirmed. These critical remarks also ignore Article 9(5) of the Directive, which is meticulously mirrored in the draft law. The draft law even sets a shorter time limit than the maximum provided for in Article 9(5) of the Directive, as it provides that provisional measures are to be revoked if the applicant does not institute, within a period of fifteen days, proceedings leading to a decision on the merits of the case.

2. The interpretation of Article 9(1)(a) has also been hotly debated. This provision introduces a rather peculiar remedy that is often referred to in Hungary as the “counter-guarantee”. Under the Directive, Member States have to ensure that the judicial authorities may issue against the alleged infringer, among other things, an interlocutory injunction intended to make the continuation of the alleged infringement of an intellectual property right subject to lodging guarantees to compensate the right holder. The debates have centred on the question whether the court can order the lodging of this “counter-guarantee” and thus permit the continuation of the alleged infringement only at the request of the applicant, i.e. the right holder, or also at the request of the defendant, i.e. the alleged infringer. Some have argued that the introductory part of Article 9(1) clearly states that all the measures listed therein can only be ordered at the applicant’s request, and that any contrary interpretation would reduce the right holder’s request to forbid the continuation of the infringement to a simple pecuniary claim. Others have argued that such a restrictive interpretation would deprive that provision of any logic as, on its own will, a right holder would never ever ask for a “counter-guarantee” and the ensuing continuation of the infringement. Therefore, they have insisted that the court should have the authority to order the lodging of a “counter-guarantee” even at the request of the defendant. After consulting the European Commission, the prevailing view seems to be that it should be within the discretion of the court to order the lodging of “counter-guarantees” and permit the continuation of the alleged infringements even if the applicant originally requested that the defendant should be forbidden from such continuation. On the other hand, the defendant should have no right to request on his own behalf the application of “counter-guarantees”.

3. Views have differed also on the extent to which recital (17) of the Directive should be taken into consideration in formulating certain provisions on provisional measures. That recital lays down the general requirement that the measures, procedures and remedies provided for in the Directive should be determined in each case in such a manner as to take account of the specific features of each intellectual property right. Representatives of the pharmaceutical industry have pointed out that it is a specific feature of patents that deciding on their validity may be rather complex and difficult. Therefore, their argument goes, it is only seldom that courts can, in accordance with Article 9(3) of the Directive, satisfy themselves with a sufficient degree of certainty that the applicant has any valid right stemming from his patent if that patent is the subject of pending cancellation proceedings, and, in particular, if a decision, although not a final one, has already been taken to cancel it. It has also been noted that there are industrial property titles such as utility models, Community design rights and certain “pipeline patents” that are granted without any substantive examination, and, therefore a strong presumption of their validity can hardly be justified. In the process of consultations, an agreement has been reached that these factors should belong to those circumstances that the courts have to evaluate before deciding on a request for a provisional measure.

4. Article 2(1) of the Directive allows Member States to maintain or introduce such means of enforcement as are more favourable for right holders. The Hungarian legislation will most probably make use of this one-sided flexibility in respect of e.g. the presumption of authorship (Article 5), or the setting of damages [Article 13(1)]. On the other hand, optional provisions on alternative measures (Article 12) and pre-established damages [Article 13(2)] will not be taken over.

Enforcing plant variety rights in Hungary

Until 2003, protection of breeders’ rights was ensured in Hungary through patents. Patents granted for plant varieties were subject to special rules that were different in many respects from those applicable to “ordinary” patents. These provisions complied with the 1978 text of the UPOV Convention. However, upon Hungary’s accession to the EPC, we had to make a shift from special plant variety patents to a sui generis protection system for plant varieties. The new provisions on plant variety rights, which have been in force since 1 January 2003, comply with the 1991 text of the UPOV Convention and are compatible with the EC Regulation on Community plant variety rights (hereinafter referred to as the CPVR). Nevertheless, even the new provisions on plant variety rights have been inserted into the Patent Act, so now they form a separate chapter of that law, and the legal technique of mutatis mutandis applying provisions concerning patents to plant varieties is still made extensive use of.

There can be no doubt that infringements of both Community and national plant variety rights are covered by the scope of the Directive. Article 1 of the Directive makes it clear that the Directive concerns all industrial property rights (as the term ”intellectual property” includes industrial property rights). In addition, plant variety rights are listed as intellectual property rights falling within the scope of the Directive in the Commission’s statement concerning Article 2 of the Directive. That Article also clarifies that the Directive applies to both Community and national IP rights.

Article 1 of the CPVR clearly identifies Community plant variety rights as industrial property rights for plant varieties. Article 3 of that Regulation acknowledges the competence of Members States to grant national property rights for plant varieties [subject to the prohibition of cumulative protection in Article 92(1)]. However, these national property rights are not necessarily qualified as ”industrial property rights”. Still, national plant variety rights granted in Hungary are undoubtedly industrial property rights. 

It is also worth mentioning that, by virtue of Article 2(1) of the Directive, the enforcement-related provisions of the CPVR will have to be applied if they are more favourable to the right holder than the national provisions implementing the Directive. However, this case is quite unlikely to occur, as claims under Article 94 of the CPVR are limited to injunction, reasonable compensation and damages.  On the other hand, the Directive is also to be applied to Community plant variety rights, and Article 97 of the CPVR calls for the supplementary application of national law regarding infringement. In addition, under Article 107 of the Regulation, Member States have the duty to take all appropriate measures to ensure that the same provisions are made applicable to penalize infringements of Community plant variety rights as apply in the matter of infringements of corresponding national rights. Furthermore, Article 103 renders national rules of procedure applicable. All these provisions may lead to the conclusion that those measures, procedures and remedies that are provided for in national law in accordance with the Directive, and that are applicable to infringements of national plant variety rights, must also apply to infringements of Community plant variety rights.

Under Article 114/C of the Hungarian Patent Act, provisions on patent infringements must apply to infringements of plant variety rights. The same goes for procedures in plant variety infringement cases by virtue of Article 114/V of that Act.

Therefore, all the changes introduced in accordance with the Directive concerning patent infringements will apply mutatis mutandis to infringements of plant variety rights. It is this way that Hungarian legislation will comply with the Directive in respect of plant variety rights.

Admittedly, plant variety rights do have specific characteristics and features. Suffice it to refer to their special subject matter, the acts requiring the authorization of the holder, or the unique exceptions to those rights such as the farmer’s privilege or the breeders’ exemption. In view of the debates in Hungary on the interpretation of Article 9(3) of the Directive, it is also worth mentioning that a national court hearing an action relating to a Community plant variety right must treat that right as valid (Article 105 CPVR). Although, as the draft law now stands, statutory provisions are not going to reflect these specific characteristics and features of plant variety rights, Hungarian courts will have the authority to take due account of them. Experience in this regard is quite limited in Hungary, to say the least, as no infringement case involving plant variety rights has come to our knowledge thus far.

Conclusion

Let me conclude by returning, once again, to the analogy of the fence and my childhood raspberry theft. Once the draft law implementing the Directive is adopted in Hungary, we will have a different fence. A solid brick wall with electric barbed wire on the top of it. But I cannot promise to you that there will be no more rascal kids somehow finding their way to the neighbours’ forbidden fruit.
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