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GLOBAL PATENT
REGISTRATION

This article covers different aspects of the UK patent system, international
patent registration process and issues of legal defense of patent. Patents
are seen as the most reliable and effective tool of intellectual property
(IP) protection, and supported by exhaustive legislation. This article
however, using theoretical approaches, applicable laws, historical and
current data, as well as practical examples, shows that despite all the
advantages of patents, they cannot genuinely protect rights of authors
and patent holders. By the results of conducted research the author
proposes potential solutions to the recent problems of managing of
rights, protected by patents.
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BACKGROUND
The competition in world markets today is tough and companies
have to differentiate themselves from others in order to be viable
and successful. In order to do so, companies spend increasingly more
money and time on research and development (hereinafter R&D).
As the latest studies show, the more money companies spend on
R&D, the more successful they are likely to be." Major technological
companies spend around 10 billion dollars per year on researching
new technologies and innovation. Therefore, they want to be sure
that this money and their achieved results are somehow protected.
Individuals either working for these companies or researching on their
own seek acknowledgment and compensation as well.

The result of the R&D process is Intellectual Property (hereinafter IP),
which in broad terms means a creation of mind? or new knowledge.
Inventors of these creations and knowledge are entitled to get certain
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IP rights and protect them by different legal means. Modern IP laws
provide for different types of IP, including but not limited to, copyrights,
trademarks, know-hows, and the most prominent — patents.

Both national and international laws have extensive lists of the rights
and protection mechanisms vested in patents thus making them the
most reliable type of IP.3 As a matter of fact, there are a lot of discussions
if patents genuinely protect IP rights. It does provide certain benefits,
including some level of protection, but to a limited extent only.

A patent is a type of IP that is protected by laws and is subject to a
registration process ensuring relevant rights. As defined by Oxford
Dictionaries, patent is‘a government authority or license conferring a
right or title for a set period, especially the sole right to exclude others
from making, using, or selling an invention’.* This definition highlights
the major features of patents as a mechanism that protects a creator
of atechnical invention. Itis a legal territorial right which enables the
owner to stop or prevent someone else making use of an invention
without permission.®

HISTORY

Since ancient times, people have tried to protect inventions. In certain
forms, patents were known in ancient Greece, the Roman Empire and
other ancient civilisations.® Early European patents date back to the
first half of the 15" century.” Britain is said to be the first country to
introduce and continue the tradition of patenting by giving certain
privileges to manufacturers and traders.® According to one of the
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sources, the first patent comes from the time of King Henry VI, who
granted a 20-year patent to John of Shiedame in 1440 for his method
of manufacturing salt on a scale, which had not been known before
in the kingdom.?

One of the most notable advocates for the development of patent law
fundamentals was the third president of the USA and the well-known
inventor, Thomas Jefferson (1743-1826). He supported the idea of the
limitation of patents to a certain period of time and also introduced
an examination procedure, i.e. the employment of relevant industry
experts in the early stages of the registration process.

Today, the legislation in the IP sphere is quite unified across the globe.
Current UK and international laws still use the traditional approaches
to patents. After the creation of The United Nations agency World
Intellectual Property Organisation (WIPO) in 1967," 187 member states
accepted an international application process. This was set forth in
the Patent Cooperation Treaty (PCT) that was concluded by member
states in 1970."2 According to the PCT, patent registration process is
administered by relevant national agencies such as the Intellectual
Property Office (IPO) in the UK.

ADVANTAGES

Modern legislation defines patents as the strongest tool in protecting
rights of an inventor. It regulates all the aspects of their application,
maintenance, protection, enforcement and termination.

Firstly, by definition, IP is a form of property that appears on the
balance sheet of a company along with the other assets. It increases
the value of the company, but it also boosts the bargaining power of
the patent owner. Some major companies purchase smaller ones only
for the sake of their patents, giving significant profits to the owners
and inventors. For example Apple, in a later purchase, paid $750,000
for each Nortel patent, setting the new record and informal market
price of the patents.'

Patents give a monopoly to the holder of the patented technology.
It allows gaining exclusivity in the market over the new product or
process, allowing for a strong market position and additional profits.
For instance, Pfizer’s profits from Lipitor sales in 2011 exceeded $10
billion making up $130 billion in total sales during its patent life.'

In addition, Patents may generate additional profit though licensing,
i.e.one company pays fees to another for using a technology, ensures
that the holder of the patent enjoys long-lasting and stable income.
Normally these fees may be paid in royalties, which vary between 2-10
percent of the profits associated with using the patented technology, or
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in an agreed lump sum." Both options may make considerable money
to the owners, such as to Nokia, which gets around $600 million in
royalties for licensing out its IP every year.'®

Most recently, patents are used as blocking mechanisms to protect
the firm’s market position or to intervene in new markets. The latest
statistics show that big companies have enormous portfolios of
patents. [t may seem to be the result of successful R&D investments,
but the true reason is to either capture the existing market, or entera
new one. Samsung is the most active in enlarging its patent portfolio
with 450 applications in 2013." The reasonable assumption of these
measures being taken by Samsung is its patent wars with Apple, which
are not yet active in the UK. This is because there was only one dispute
concerning registered design between the two of them and that was
won by Samsung.'®

PRACTICAL PROBLEMS

The most common issues that prevent patents from being a truly effective
tool can be divided into five major categories. These include global
registration process, costs, timing, legal requirements and disclosure
as a separate requisite. There are a number of problems associated
with each of these categories as described below.

Global Patent Registration Process

A patent is a territorial right, which is granted by national authority.
Despite the possibility of international registration, global patents, as
such, simply do not exist.

International registration process is similar in different countries,
because they apply the same principles set forth in PCT. In order to
get patents, one needs to comply with the registration procedure
in every country of interest. Even though it can be done via one
national authority, it is significant that every country takes a decision
independently. Alternatively, in Europe the application can be filed
with the European Patent Office (EPO). European patents have the
same force as national patents in all European countries.

Sometimes, this territorial division allows using patents as a mechanism
to limit the competition.' For example, rich companies can block the
development of smaller ones by extending their patent portfolios.
Such is the case with IBM. As their former vice president Marshall
Phelps admitted, they use their patents not only to generate direct
profit, but also to create obstacles for competitors, and ‘delve into
new territory’.°
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The registration rules are unified, but the process
is still highly subjective as itis performed by people.
Patent attorneys in the UK have informal statistics
that the UK IPO is one of the toughest agencies to
get a patent from, so they advise to file application
with EPO instead. The US patent and trademark office
is regarded as the easiest one.”’

Inequality arises not only in registration, but also
during protection and enforcement stages. The same IP
laws work differently in different countries.?? National
governments may be favourable to the domestic
companies in controversial situations, which is the
case that happened in 2008 in Italy, where the Torino
court ruled that there was no infringement of the
BMW X5 design patent by Chinese car manufacturer
Shuanghuan with its CEO, even though similarities
in the design of the two cars were obvious.?

COSTS

Before applying for the patent registration, one should
consider all the related costs. Patents are very expensive
at all the stages of registration, maintenance and
enforcement. Normally, this comprehensive process
is done with the help of patent attorneys, whose fees
in London vary dramatically and form a noticeable
part of the total costs. Typical registration expenses
include drafting an application, filing costs, translations,
and other costs associated with prosecuting. Patents
are further associated with post filing costs, such
as search, examination and renewal fees, as well as
hidden costs.*

Itisimpossible to calculate an exact figure, but the
practice shows that a PCT international application
normally costs about £7,000 - 9,000 for the first 5
years. Renewal fees will then depend on a number
of countries where the patent is granted and will
amount up to £4,500 per year in every country.

In the pharmaceutical industry for example, bringing
anew product to the market costs $800-900 million
and takes 8-12 years.?® Nevertheless, it is justified,
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considering that in 2009 Pfizer made $1.89 billion
from Viagra sales only.”

TIME FRAMES

There are two major factors determining the limitations
of patents: time required to get the patent and the
term of the patent itself.

UK patent applications normally take between 2-5
years. Particularly complicated cases could take longer.?
In many countries a mechanism exists for speeding up
the process, but it also brings forward costs. In these
situations, an inventor may wish to focus on other
protection tools, such as brand value. For example,
WimObouter the creator of micro-scooters wanted
to take his invention public but did not have enough
time and money to apply for a patent. Instead, he
decided to build a strong brand using marketing
tools and thereby get his market share.?

In theory, one can use a device or invention after the
patent application form is filed, but before the patent
is granted. This is less secure for a number of reasons.
However, even professionals can make “mere small or
technical mistakes” .3 Moreover, sometimes registration
process requires additional time-consuming approvals
from different commissions and/or authorities before
an invention can be used.

Patents are granted for a maximum of 20 years
from the moment of application. However, initially
it is valid for 5 years. After this period, renewal fees
must be paid on a regular basis. When the patent
expires, anyone can use the technology without any
limitations. In business practice, this is not a long period,
considering the lengthy application process.

Moreover, it takes time before an inventor (e.g. a
manufacturer) can sell considerable volumes. If itis a
new company or product, it requires establishment of a
strong brand name, recognition and consumers’loyalty
to maintain sales levels. It often takes years to create
the right image of the company or product.®

Therefore, as the practices of Coca-Cola, Saran wrap or
Listerine show, sometimes keeping essential knowledge
secret can generate more profit over a longer period.
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Secrets could be kept forever, thus guaranteeing stronger and longer
IP protection than patents.>? Similar to patents, trade secrets can be
licenced out using different types of confidentiality agreements to
generate profits.

REQUIREMENTS

In order to get a patent, the invention must be patentable, i.e. meet all
the legally established criteria. Modern IP laws set three requirements,
which must be complied with: it needs to be novel, inventive and have
industrial applicability.* The first two steps are judged with respect to
prior known systems, products or methods - the ‘prior art’.>* Each of
these criteria has hidden obstacles and uncertainties, which prevent
an inventor from getting genuine protection through patents.

NOVELTY

Experts therefore, must determine if an invention has achieved a certain
level of novelty to be patentable. National patent offices cannot get
rid of the so-called human factor, where a human employee may
mistakenly decide on novelty or overlook a relevant prior art or a
similar invention that was long ago.

To establish their market positions and get access to the IP protection,
many modern companies use an “invention around” method. They take
an existing patented device and try to figure out how this device can
be changed. Then they introduce relevant changes that are sufficient
to be patented as a new invention.

Common practice indicates that an expert uses only his or her personal
judgments to decide whether it has met the criterion of novelty.

Therefore, an inventor can never be sure if his or her invention can
in fact be stolen with minor changes. Such problems frequently occur
with design patents.* To be declared as an infringement, the copy
must be “substantially identical in the eyes of an ordinary observer” .3
Courts are not very straightforward in determining the line where an
infringement starts.

INVENTION

The inventive step means that the technology claimed to be patented
should not be obvious to a skilled person and should not be based
on any disclosures that are already known in the technical field in
question.®” For instance, in 2010 the Korean Supreme court made
requirements for drugs tougher, thus taking the first steps towards
explaining innovation criterion. Now a new drug cannot be patented
if it is based on a combination of two or more different drugs known

3L eung, P. (24 May 2013) Show it in a patent, or lock it in a safe? Managing Intellectual
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before.® It was definitely a progressive step towards unifying these
terms, however, these restrictions are found only in the pharmaceutical
sphere.

Sometimes situations surrounding inventions lead to rather awkward
circumstances. One of them is the simultaneous existence of original and
improved patents. RAID memory storage system is a good example of
original and improved patents. There are many variations of this system
patented in the USA.*° Almost all of them are based on one another.
Original and improved patents are often owned by different companies.
As they cannot benefit without each other, these companies tend to
resort to cross licensing to use each other’s patents, forming a so-called
patent pool,* for example, cross licensing was a part of agreement to
settle IP dispute between them and Sun Microsystems.

INDUSTRIAL APPLICABILITY

Aninvention must be capable of use in industry. In essence, it means that
any invention may be patented based on this criterion, including rather
trivial ones.**2 Does the ball in Guinness beer can genuinely improve
the serving of the beer? Alternatively, it may just take some space in
the can to save money for the manufacturer. These types of questions
do not have a single answer and depend on personal judgments as
with many other issues in the patent registration system.

In conclusion, the total number of applications has surged over the
last years.” This makes it harder for experts to examine all of them
thoroughly and does not exclude the so-called human factor where
a person can miss something important.*

DISCLOSURE

Patents grant a monopoly for using an invention in return for the
disclosure of information about the technology. The disclosure must
be sufficient for a specialist in the field to understand how it works.*
Even though one must describe the technology in the application, it
should be kept secret before filing. This is to comply with the innovation
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requirement, which forbids any publications prior to application.

Moreover, patenting is a business decision. It depends on the trade-
off between getting strong protection, and keeping your know-how
secret.*

The problem of disclosure has two major issues. Firstly, the question
is where the level of sufficiency for an expert in the field is or, in other
words, how much does a person or a company need to explain to
get a patent?

The second question is whether a company is willing to disclose
any information, or if it is better to keep it a trade secret as Coca-
Cola does with its syrup formula.*” Research shows that 24 percent of
companies which conduct R&D claim product innovations, but only
4 percent of them patent.** However, sometimes it is not a good
solution because a reasonable and skilled man can understand how
a certain device works merely by using it. This method of IP espionage
is called “reverse engineering”.

In conclusion, managing IP is an essential part of business strategy
which requires deep understanding of the company’s aims, values
and priorities.* It is not an easy decision to patent a certain invention.
Such a decision is a complex one as it requires detailed estimation of
costs, including time and money to be spent.
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HOBBIE KHUITH

O.E. byaakos: XanbikapanblK NaTeHTTeY 3NATKEpPNiK MeHLWiK

KYKbIKTapblH Ka/iere }kapaTy mexaHusmzepiHiH 6ipi petinpe.
Makanaga bipikkeH KopongikTiH naTeHTTIK XyWneciHiy ap Typni

acneKTinepi, xanblkapanblk NaTeHTTEY/iH XKoHe NaTeHTTePAi KYKbIKTbIK
KOpFayAblH Macenenepi awbin KepceTinreH. [aTeHTTep 3uATKepAik
MeHWiKTi (3M) KoprayfblH eH CeHimAi xaHe TUIMAI Kypanbl peTiHae
KapacTbipbiFaH. COHbIMEH KaTap, TEOPUANbIK TOCiNAepai nanganany,
KOMAaHbINATbIH KYKbIK, TapMXVM aknapaTTap, corfaii-ak Toxipnbeperi
Mblcangap CUaKTbl 6apsibik apThIKLWbIIbIKTapFa KapaMacTaH, MaTeHT-
Tep aBTOPNIap MeH NaTeHT NeNepiHiH KYKbIKTapblH NanblKTbl iopexee
KopFal anmaigbl. XyprisinreH 3epTreynepai KOpbITbIHABICH! 6ObIHLIA,
aBTOP NaTEHTTEPMEH KOPFanfaH KYKblKTap/ibl Kaiere acblpy/fblH COHFbl
Ke3fe aHblKTaFaH npobnemanapbiH WeLlyiH TacinaepiH ycbiHaabl.

Kntouesbie ciioBa: bipikkeH KOposgiKTiH NaTeHTTIK Xyviecl, Xa/lbIKaparbiK
naTeHTTey, NaTeHT, SUATKEPIIIK MEHLLIK, alipbiKLLIa KYKbIK, ©HEPTAObIC,
3UATKEPJTIK KbI3SMETTIH HOTVXKEC, aBTOP/IAp, NAaTEHT NENEP], NATEHTTIK
KYKbIKTap/ibl KSere Xapary.

O.E. byasakos: MexayHapoaHoe naTeHTOBaHMEe KaK OAWH 13
MeXaHU3MOB pacnopsKeHnA NpaBamMun NHTeNNeKTyanbHol co6-
CTBEHHOCTN.

B cTaTbe packpbiBaloTCA pasnnyHblie acnekTbl MAaTEHTHON CUCTEMbI
CoepnHeHHoro KoponeBcTBa, MeXAyHapOAHOro NaTeHTOBaHNA 1 BO-
NpoCbl NPaBOBO 3aLMTbl NaTeHTOB. [1aTeHTbl pacCMaTPUBAKOTCA Kak
Hanbonee HafeXHbIN 1 3GGEKTUBHDIA MHCTPYMEHT 3aLUTbl MHTENIEK-
TyanbHow cobcTBeHHOCTU (MC). BMecTe ¢ TeMm, NCMonb3ys TeopeTude-
CKUI Nopxof, NPYMEHNMOoe 3aKOHOAATeNTbCTBO, MCTOPUYECKue CBe-
[EeHUA, a TaK>Ke MPUMepbl 13 MPaKTUKK, JOKa3blBaeTCA, YTO HECMOTPA
Ha BCe MperMyLLecTBa, NaTeHTbl He MOTYT B AO/XKHO CTeNeH 3aluu-
TUTb NpaBa aBTOPOB 1 NaTeHToBNaAenbLeB. 1o pe3ynbTaTtam npoBe-
[EHHOrO UCCNIeA0BaHMA aBTOP NpepiaraeT BO3MOXHble Cnocobbl pe-
LUeHWA BbIABMBLLMXCA B NoCiefHee Bpema npobiem pacnopaxeHus
npaBamu, 3aLMLLEHHbIX MaTeHTaMU.

KntoueBbie cnosa: lNateHTHaA cuctema CoequHeHHoOro Koponescrsa,
MEX/YHaPOAHOE NMaTEHTOBAHUNE, ATEHT, UHTE/IIEKTYallbHaA COOCTBEH-
HOCTb, UCK/TIOYUTEIIbHOE MPABO, N300PETEHNE, PE3YNIbTAT MHTENIEK-
TyasibHOVI J€ATE/IbHOCTY, aBTOPbI, MaTEHTOB/IaAE/bLbl, PACTOPAXe-
HUe NaTeHTHbIMU MpaBamu.

Bubnnoreka semenbHoro npasa. MexxayHapoAHO-NpaBoBbie acfeKTbl UCMONb30BaHNA U apeHAbl
3emnu B Pecny6nuke KasaxcraH / nog pep. b.XK. ©6gipaiibim. Boinyck N2 10. Kaparangbi: PUO «bonatuak-
bacna», 2016 r. - 78 c. ISBN 978-601-301-804-1

ABTOpcKui KonnekTme: 96aipanbim b. XK., A.l0.H., npodeccop; AbanaenbauHoB E. M., a.10.H., npodeccop;
Akwarnosa P. [l.; Uneb6aes Jle. K. goktop PhD; Kynuknaesa M. XK., goktop Ph.D; CapceHoBa C. H., K.lo.H.

[laHHOe neprofnYecKoe N3faHne MOCBALLEHO aHaNN3y MeXAyHapOAHO-MPaBOBbIX aCMEKTOB NCMOJIb30BaHNA
1 apeHabl 3emnu B Pecny6nuke KasaxcTaH.

B paboTe npeacTaBneH aHanu3 3apy6exHomn NpakTUKK, HOPMbl MEXAYHaPOAHOTO Npasa 1 cTaHaapTbl OOH 1
®AO B 06nacTVi 3eM/IEMNONIb30BaHNA U COAENCTBUA YCTOMUYMBOMY arpapHOMy passuTmio. MpoaHannsnpoBaHo
MeXXAyHapOAHOe SKOMOrmyeckoe npaBo B chepe UCMonNb30BaHMA 3eMeNb, B YaCTHOCTM MEXAYHapPOAHO-
NpaBoOBOe perynnpoBaHvie 60pbbbl C ONyCTbIHNBAHUEM 3EMESTb, YCTONUYMBOE PA3BUTUE 1 CENTbCKOE XO3AWCTBO,
3aKoHopatenbcTBo cTpaH CHI no skonornyeckum Bonpocam CenbCkoro Xo3AamcTea. PaccmotpeH nopaaok
1 ycnosua apeHpabl Poccuiickon Oepepaumein Komnnekca «baikoHyp», n3yuyeHbl Bonpocbl obecneyeHns
3Konormyeckon 6e30macHOCTY 1 BONPOChI BO3MELLEHUA BpeAa Ha KomneKkce «bankoHyp».

Kykbik xaHe memnekeT, Ne 3 (72), 2016



