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Brussels, June 2003

082en03

	PROPOSAL FOR A DIRECTIVE ON MEASURES AND PROCEDURES TO ENSURE THE ENFORCEMENT OF INTELLECTUAL PROPERTY RIGHTS 

(COM(2003) 43 Final)

COMMENTS BY GESAC




In January 2003 the Commission adopted a proposal for a Directive on measures and procedures to ensure the enforcement of intellectual property rights.

European authors have long been awaiting this proposal, placing great hopes in the capacity of Community action to create the means to combat the growing phenomenon of piracy from which the European artistic community is suffering.

Piracy is in fact a threat to artistic creation because it deprives authors and music publishers of the revenue they are owed in return for the use of their works, and is causing them and performers, and the cultural industry as a whole, ever more damage.

In a report unanimously adopted in March 2000, the European Parliament itself had underlined the “importance of harmonising laws… with a view to eliminating the disparities that persist in systems for protecting intellectual property in the internal market”
.

Because of its limited scope, the proposed directive falls far short of meeting the challenges posed by piracy and the needs of the internal market, contrary to the objective announced.

GESAC, on behalf of the authors it represents, calls on the European Parliament and the Council to make the essential improvements needed to turn this Community instrument into a really effective tool to ensure the enforcement of copyright in the internal market.

	ARTICLE 2 LIMITS THE SCOPE OF THE DIRECTIVE IN TOO MUCH RESTRICTIVE A WAY

Article 2 limits the scope of the directive to infringements committed for commercial purposes or that cause significant harm to the right holders.

Authors and music publishers are concerned and worried about the very negative impact of this limitation both from the legal and from the social, political and cultural standpoints.



· The limitation introduced by Article 2 is unknown in national laws and international treaties
On the contrary, Article 41.1 of the TRIPS agreement obliges Member States to provide for enforcement procedures “so as to permit effective action against any act of infringement of intellectual property rights covered by this agreement”.

· Article 2 runs counter to the objective of an internal market pursued by the proposed directive
*
The concepts of “commercial purposes” and “significant harm” are new and are not defined. It is to be feared that the legislators will define them or that the national courts will apply them differently in each Member State.

*
The application of Article 2 is without prejudice to the more favourable means available to right holders that may be provided by Community or national legislation. Member States can thus go further than the Directive, which is to be welcomed, but makes us doubt the value of the proposal in terms of harmonisation.

· Article 2 creates an additional obstacle for right holders. The latter will have to prove that the infringement was committed for commercial purposes or that they are suffering significant harm, before any possibility of bringing action against pirates. Imposing this burden on right holders before they can even have recourse to measures and procedures that precisely allow them to prove and measure the damage suffered considerably complicates their possibility of action in many cases. Article 2 introduces considerable legal uncertainty for right holders in this respect, which runs counter to the objective announced by the Community proposal.

· The proposal affects the provisions of the June 2000 electronic commerce Directive
. This Directive in fact obliges online service providers, in some cases, to act to prevent illegal activities or to bring an end to them, without taking into account the commercial purpose of these activities or the level of damage suffered by right holders.

This duty to act is essential to combat piracy on networks. Right holders in fact have neither the objective nor the possibility of prosecuting each individual user who infringes copyright on the Internet. However, they must be able to act with respect to those who encourage the piracy of protected works, in other words the intermediaries of piracy on digital networks (access providers for pirate sites, hosting providers of pirate sites, sites making available software for illegal exchanges of protected works, publishers of such software, etc.).

By excluding from its scope a large part of the infringements of intellectual property rights, not only does the proposed Directive not meet the challenge raised by piracy on the Internet, but it affects and removes the substance of the rules – which still have a limited scope - laid down in the electronic commerce Directive.

Similarly, Article 2 considerably limits the useful effect of the provisions proposed with regard to interlocutory and precautionary measures and preventive measures.

In so doing, the proposed Directive does not deal with the concerns expressed by the European Parliament, which itself underlined in its report of 29 March 2000 that “the measures to be adopted as a follow-up (to the Commission Green Paper) should have as an objective the fight against, in particular, counterfeiting and piracy committed by intermediaries of the Internet or of any other digital network…”.

· The Commission is sending out a very negative signal by suggesting that some types of infringements are after all acceptable. The Commission thus gives credence to a distinction which weakens fight against the phenomenon of “non-commercial” piracy. It fuels a feeling of impunity which tends over time to raise the threshold of tolerance for this form of piracy, which affects authors and cultural industries in the first instance, and helps trivialise it.

· Combating piracy plays an extremely important educational and preventive role which must not be underestimated. It is pointless to explain the disastrous economic consequences of piracy to the public if at the same time one is noting and confirming the current level of tolerance which unfortunately exists, particularly in the area of music.

	Recommendation:
Article 2 must be extended to apply to “any infringements of the rights deriving from Community and European acts on the protection of intellectual property as listed in the annex and from the provisions adopted by the Member States in order to comply with those acts”.




	THE PROPOSED MEASURES AND PROCEDURES MUST BE CLARIFIED OR REINFORCED

The proposed measures and procedures are, in general, to be welcomed as they will improve the security of exploitation of intellectual property rights at Community level. However, for reasons of clarity and legal security, and to strengthen the useful effect of the proposal, some of these provisions must be improved.



Persons entitled to apply for the application of measures and procedures (Article 5)

· Article 5 paragraph 1: the text covers “all other persons authorised to use those rights”. This wording is much too broad as it confers on all users the power to take legal action, which is certainly not the objective of the Directive. Only right holders, their exclusive licensees or their representatives must be able to bring legal proceedings in the case of infringements of intellectual property rights.

· Article 5 paragraph 2: this text is also much too broad. It must be clear that only rights management societies and professional organisations validly mandated by the right holders concerned are authorised to bring legal proceedings.

Presumption of copyright (Article 6)

· Article 6 must provide for a simple presumption of the subsistence of rights. Recital 18 rightly recalls the principle whereby a work is considered to be sufficiently creative to enjoy copyright protection until proven otherwise. This principle should be enshrined in Article 6. In fact, the heavy burden of proof concerning the existence of rights allows defendants to delay judicial procedures and even in some cases to avoid them altogether, even though there is not the slightest proof that the work in question is not subject to copyright
.

· Article 6 should cover holders of related rights since in practice the latter play an important role in combating piracy, together with authors’ societies.

Evidence (Article 7)

The Directive should provide for sampling as a means of proof. Seizures often involve a very large number of litigious goods. It is extremely cumbersome, costly and unreasonable for right holders to have to prove that each one of the goods seized is pirated. This obliges right holders and courts to check hundreds of thousands of items whereas it will be self-evident, after examining part of the inventory seized, that the entire batch is counterfeit or pirated. To prevent such problems, the text should state that the fact of proving that a reasonable sample of the copies seized is counterfeit allows the presumption that all the copies are pirated until proven otherwise.

Measures for protecting evidence (Article 8)
· Article 8.1: to ensure more efficiency, the measures to protect evidence should cover not only infringing goods but also all evidence relating to infringements, including equipment and material used in the production and/or distribution of infringing goods, and all documents relating to them.

· Article 8.2: in order not to discourage the use of measures to protect evidence, the directive should, as an alternative to the adequate guarantee envisaged and in line with Article 50.3 of TRIPs, provide for the possibility for the plaintiff to provide equivalent assurance. Thus it should be enough for the plaintiff to show that he has sufficient assets in his hands for the condition in Article 8.2 to be fulfilled.

· Article 8.3: pursuant to Article 50.6 of the TRIPS, the period envisaged should be 31 calendar days or 20 working days, whichever is longer. Moreover, the seizure should be declared null and void only at the request of the defendant and not as a matter of course.

· Article 8 should cover “hearsay” evidence: in practice, it is often the general public informers and even employees of infringers who provide information to right holders enabling pirate(s) to be identified and then providing direct evidence of the infringement. Article 8 should cover such hearsay evidence while including measures to protect informers so that the latter are not put in danger.

Right of information (Article 9)

· Paragraph 1 points a and b: the obligation to provide information on the origin and distribution networks is confined to persons possessing litigious goods or using litigious services “for commercial purposes”. When it comes to obtaining information on the origin of the litigious goods or the distribution chain in order to trace and stop the pirates, this restriction is not justified and removes part of its value from the right to information.

· Paragraph 1 points b and c: the text is not adapted to the new forms of online piracy. In order to complete the electronic commerce Directive properly
, the obligation to provide information should not be the responsibility only of the person who has been found using litigious services, but also of the person providing such services. Similarly, the person involved in manufacturing or supplying goods or services should also be covered, and not only the person at the origin of the goods or services.

· Paragraph 4: the right to information for right holders should, pursuant to national rules applicable (business secrecy, etc.) be compulsory. Otherwise right holders will not be able to initiate the necessary procedures.

Provisional and precautionary measures (Article 10 and 11)

These provisions are extremely important and the effectiveness of the judgment which may be subsequently issued is largely conditioned by them.

Article 10 states for instance that interlocutory injunction intending to prevent or forbid the continuation of the alleged infringements of rights can be addressed to the intermediary whose services are used by a third party to infringe a right. This measure, essential in the context of online networks, is perfectly in line with and usefully completes the directive on electronic commerce, which states that exemption from liability of Internet intermediaries does not affect the possibility for a court or administrative authority to require, in line with Member States’ legal systems, that the provider put an end to the infringement or that it prevents the infringement.
.

However, these provisions call forth the same comment as above concerning the period and withdrawal of the measure (Article 10 paragraph 3) and the guarantee required (Article 10 paragraph 4 and Article 11 paragraph 2).

Recall (Article 12), disposal outside the channels of commerce (Article 13) and destruction of goods (Article 14)

These provisions are vital to ensure a complete sanction of counterfeiting and that pirates cannot re-offend and that their illegal activity is not continued by third parties. To ensure that the objective pursued is really achieved, Articles 12 to 14 must however be reinforced:

· Article 12: the competent judicial authorities should order the recall of infringing goods.

· Article 13: the removal of pirated goods from commercial (and all other) circuits should be automatic. Article 13 appears to be suggesting that the pirated goods could remain in circulation, which is quite inconceivable. This measure should be dropped in favour of the destruction or at the very least the confiscation, of the goods.

· Article 14: destruction should be extended to equipment and material used in producing and/or distributing litigious goods. It is essential, in fact that this material should not be left in the possession of the pirates so that the latter, or third parties, can continue an illegal activity. At the very least, such equipment and material should be confiscated.

Preventive measures (Article 15)

· Paragraph 1: once there has been a judgment on the substance and the material nature of the infringements has been established and judged, the judicial authorities should serve the infringer with an injunction to prohibit the continuation of the infringement. Moreover, failure to comply with these injunctions should, in the most serious cases and according to the circumstances, result not only in a fine but also in a prison sentence.
· Paragraph 2: this provision is extremely important because, in line with the Directive on electronic commerce and the Directive on copyright and neighbouring rights in the Information Society, it allows injunctions aimed at prohibiting continued infringements of rights to be imposed on intermediaries. However, this second paragraph must be consistent with paragraph 1 (and with existing Community regulation) by stating that non compliance with an injunction imposed on an intermediary shall be punishable in the same way. Otherwise injunctions imposed on intermediaries might not be complied with.

Damages (Articles 3 and 17)
In order to be really dissuasive, damages must really deprive the offender of all the revenue generated by his illegal activity. They must also aim to repair the damage suffered by the right holder concerned in as complete a way as possible for the latter.

General obligation (Article 3)
Measures and procedures to ensure enforcement of rights must be such as to deprive those responsible of “all receipts directly or indirectly attributable to the infringement in question”, and not simply the “economic benefits”.

Damages (Article 17)
Article 17 paragraph 1:
· The obligation of paying damages is imposed on offenders only if they conducted an illegal activity in the knowledge, or with reasonable grounds to know that it would give rise to such an infringement. This knowledge criterion constitutes discrimination compared with legitimate users of works who pay the fair price for using works.  Furthermore, this criterion of knowledge is in fact not contained in most national laws. It should be dropped.

· It must also be stated that the offender should pay the damages to the plaintiff and not to the right holder as such. It must be remembered that proceedings can be brought by the organisations mentioned in Article 5.

· For the sake of clarity and fairness for the victim, the expression “adequate damages” should be replaced by the expression “full damages”.
Article 17 paragraph 2:
· Recovering all the profits made by the offender and paying them to the right holder should be compulsory.
· As stated above, it is important to make civil sanctions more dissuasive by stating that the confiscation concerns all the receipts made by the offender which are directly or indirectly imputable to the infringement. The text should therefore refer to the gross turnover made by the offender and any economic profit relating to it.
· Lastly, it is regrettable that the proposed text does not allow two types of problems that right holders face in practice to be addressed:

· The problem of proving the amount of the real damage suffered by the right holder: pirates are frequently found in possession of a small portion of the total number of pirated goods, and often have only incomplete or non-existent registers of the number of pirated copies made or distributed. This problem is all the more acute on the Internet where there is quite often no physical proof of the copies made. As a consequence, judges must, where appropriate, be able to order the payment of pre-established damages fixed beforehand on a flat rate basis.
· The need to provide for particularly dissuasive and exemplary damages for the most flagrant and recurrent acts of piracy.

	ARTICLE 20: CRIMINAL LAW MEASURES ARE TOO RESTRICTIVE

By confining criminal law measures to infringements committed for commercial purposes, the proposed Directive does not meet the challenges of digital piracy.




· Article 20 is essential because it aims to improve the security of use of intellectual property rights in the internal market and to guarantee effective application of Community intellectual property law.

Eminently dissuasive effects will in fact only be obtained by establishing that the most serious intellectual property infringements constitute criminal offences. Moreover, criminal sanctions send out a strong message to potential pirates, with a more dissuasive effect than strictly civil measures. In practice, systematic recourse to criminal sanctions enables piracy and counterfeiting to be combated effectively. It is also extremely important for the fight against piracy to not be regarded as a dispute of an essentially private nature, but that it should be a public order objective, even at Community level.

· However, the limitation in Article 20 to infringements committed for commercial purposes does not take into account the reality of piracy. 
In fact, a large number of pirate activities cause considerable damage to right holders without necessarily being committed for commercial purposes, when they are committed on a large scale. Such is the case with acts of piracy committed by private individuals using the new methods made available by modern technologies, whether by physical copying or illegally circulating works over the Internet through peer-to-peer systems.

A large number of infringements also permit those that commit them to increase their profits and other financial benefits even if the illegal activities in question do not involve the sale of pirated products to third parties (that is the case for companies making a substantial number of illegal copies of software in order to improve their profitability). There is nothing to justify not penalising such infringements of rights.

	Recommendation:

Any infringement committed intentionally must be treated as a criminal offence.




Moreover, the following provisions in Article 20 must be modified or completed:

· Paragraph 3 point b: it is essential that offenders must not be able to pursue their illegal activity. In this respect, the sanction of closing down the establishment must cover all the establishments that were used to commit the infringement in question. To include the word “primarily” especially coupled with the words “the infringement” means that the laudable aim of the provision will be ineffective in practice: most establishments will have a variety of goods on sale, some infringing copyright, some patents and some trademark, and some legitimate. Premises are simply used “primarily” for a particular infringement: if infringing goods generally are a significant part of the goods sold or offered for sale that should be sufficient for the sanction to bite.
· Paragraph 3: the competent authorities should also be able to impose prison sentences on the natural persons responsible (directors of the companies in question).

· Paragraph 4: without prejudice to national laws relating to criminal liability of public institutions, there is no justification for a definition that excludes State and other public bodies. The reservation in Article 20 paragraph 4 must thus be dropped.
	ADDITIONAL PROPOSALS




· Specialisation and exclusive competence for civil courts to judge disputes relating to intellectual property rights
A more active judicial policy must be developed in Member States which takes account of the technical nature and importance of combating piracy. In this respect, the introduction of civil courts specialised in exclusive powers is desirable, as is the case already in relation to industrial property in some countries
.

This is necessary because of the growing complexity of this area and the relative scarcity of judges trained in this domain. Specialised courts would also have the advantage of better harmonisation in damages awarded in the same country.

· The appointment by management societies and professional organisations of sworn agents to establish infringements
In order to improve the means available to right holders and their representatives to establish the material nature of infringements committed, some Member States provide for the possibility, under specific conditions determined by law, for management societies and professional organisations to appoint agents, approved by ministerial procedures and sworn, to draw up reports on the infringements they have identified, and their findings have the value of conclusive evidence under the law unless proved otherwise.

In France or in Belgium, for instance, the system of sworn agents to establish infringements, works towards fighting efficiently against infringements committed in the area of literary and artistic property. This system of sworn agents is also applied in other areas such as the environment, water and forestry, social security, telecommunications, etc.

It would be very useful if the Directive were to expressly provide for this possibility in all Member States to facilitate practices for establishing counterfeiting and piracy. 

* * *

� GESAC comprises twenty-four of the biggest authors’ societies in the European Union, Norway and Switzerland, thereby representing some 480 000 authors and their successors in title in the fields of music, the graphic and plastic arts, literary and dramatic works, audiovisual works and music publishers.


� Report of 29 March 2000 on the Commission’s Green Paper concerning the fight against counterfeiting and piracy in the internal market.


� Directive 2000/31/EC of 8 June 2000 concerning certain legal aspects of information society services, particularly electronic commerce, in the internal market, Articles 12 to 14, recitals 40 to 48.


� The Irish Copyright Act - section 127(3) – for example, expressly provides for such a presumption


� This Directive expressly states that Member States can establish the obligation for providers of information society services to communicate to the competent authorities, at their request, information permitting the identification of the recipients of their services with whom they have concluded a hosting service agreement (Article 15.2).


� See Article 12 paragraph 2, Article 13 paragraph 2 and Article 14 paragraph 3.


� EC Regulation 40/94 of 20 December 1993 concerning the Community trade mark also obliges Member States to appoint on their territory as limited a number as possible of national courts of first and second instance, equipped with exclusive powers.
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