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(1)  Contextualising South Africa 


Although classified as a developing country within the WIPO, South Africa is otherwise regarded as a developed country. Apart from this dichotomy, it is in part a highly industrialised country and in part one where the majority of its people does not share in its wealth. The contrast between the ‘first’ and ‘third’ world, between rich and poor, between educated and uneducated, is stark.

IP legislation in South Africa goes back to 1860, the date of the first Patents Act.
 In 1916, it adopted the then applicable Commonwealth standards. Since then it has kept up with international developments and its laws have been updated regularly, since the 1990’s with special reference to EC directives because the EC is its biggest trading partner.

In addition to the usual IP legislation,
 special anti-counterfeiting legislation has been in existence for more than a century.
 A more comprehensive and modern anti-counterfeiting statute was adopted in 1997.

South Africa, in its own right, became a signatory of the Berne convention already in 1928 and of the Paris convention in 1947. Its bilateral agreement with the USA on copyright was concluded in 1924.

IP enforcement in South Africa has a long history. The first reported instance of a copyright infringement interdict was in 1861.
 Shortly afterwards, in 1863, we find the first trademark case.
 Patent enforcement came to the fore with the discovery of gold and gold beneficiation patents (the cyanide process) were litigated in 1896 in the Transvaal Republic.
 Even Edison-Bell sued for patent infringement in South Africa as early as 1899.
 The basic principles relating to patent law were laid down by its highest court in 1930, once again in a case relating to mining technology
 and the longest appeal was a patent appeal.
 Between 1970 and 2000, the Supreme Court of Appeal dealt with 94 appeal cases
 where IP issues formed the main issue in the case, and in cases involving infringement rights holders were in slightly more than 50% of the cases successful.
 Statistics about cases in the lower courts are not available but an educated guess is that there are hundreds per year and that at that level right owners are generally successful.  

South Africa has a mixed legal system: its ‘common’ law is uncodified pre-Napoleonic continental (Roman-Dutch) law, heavily influenced by English law;
 it has adopted the principle of stare decisis (the binding force of precedents);
 its statute law is often based on foreign (particularly English) examples; however, its law of procedure is common law (in the sense of Anglo-American). All of this is now heavily overlaid by a Bill of Rights.
 The difference between South African law and the common law can best be illustrated with reference to passing-off and the protection of confidential information: South African law, like the civil law,
 recognises a general delict of unfair competition while the English common law has no general unfair competition tort.
 However, the approach in South Africa to unfair competition is heavily influenced by common-law precedents. 

It is well to remember, as Roshana Kelbrick
 once pointed out, that it is dangerous to assume that South African and English IP law and practice always correspond. Although the relevant legislation bear substantial similarity, the differing common law origins of the two systems can result in different outcomes in any particular case. 
 

It follows that (in the present context) South Africa is in many respects representative of the Anglo-American procedural system, operating on the border between the developing and the developed world, and South Africa can hopefully provide some insights on IP enforcement from both perspectives. The discussion is, however, by its very nature, in generalized terms. Each system of law, obviously, has its own history and development which accords with its own legal culture. Statutes and judge-made law must accordingly differ from jurisdiction to jurisdiction and it would be wrong to assume that there is a unified common-law system.
(2)  IP rights as basic human rights

Like most (if not all) common law systems, the South African Constitution does not give special protection to IP rights. The trend set by some new democracies has not been followed.
 But a constitution may prescribe and delimit the power of the legislature in making IP laws. For instance, the US Constitution empowers Congress to adopt laws to ‘promote the progress of science and useful arts, by securing for limited times to authors and inventors the exclusive right to their respective writings and discoveries’
 and federal laws can be tested against this prescript.


Bills of rights have a potential impact on the enforcement of IP rights, as have international human rights instruments such as the European Convention of Human Rights. IP laws have no special status that makes them immune to constitutional challenge. Usually mentioned are the freedom of expression,
 the right of privacy and the right to property.
 In countries such as South Africa and India, which guarantee social rights, the impact may be greater and possible arguments about, for instance, the scope and enforceability of pharmaceutical patents may arise in relation to the right to health care services or children’s rights; and copyright claims may have to be tested against the right to education and the right to access of information. Some IP rights, at least, might have to be read down in order to survive a constitutional challenge.

(3)  IP rights as statutory rights 


Some IP rights had their origin in common law in the context of the struggle for parliamentary supremacy. The common law has, however, been replaced by statutory law – often in consequence of international obligations.
 The original common-law precepts have little, if any, residual value. There is, for instance, no common law patent or common patent law;
 and likewise, there is no copyright (author’s right) except to the extent recognised by statute.
 On the other hand, unregistered trademark rights have continued to exist side by side with the system of registration and may trump registered rights.


Competition law is impinging on IP rights and this is an aspect the judiciary is not used dealing with. In any event, competition issues often fall within the province of special courts and tribunals. The full effect of competition principles is still unclear.

(4)  Enforcement of IP rights: civil versus criminal 


This paper deals with civil enforcement. IP laws themselves do not generally criminalize IP infringement. If they do and there is an overlap between civil and criminal liability, the rights holder in a sense has a choice whether to pursue the one or the other route. About the difference between civil and criminal proceedings and the exercise of the choice of remedy something has to be said. 

The exception to the general rule is the Copyright Act
 which criminalizes piracy, i.e., the making of infringing copies with knowledge of the copyright. IP infringement is more generally criminalized by means of anti-counterfeiting laws.
 Counterfeiting normally amounts to fraud: a misrepresentation coupled with a criminal intent.
 Anti-counterfeiting laws protect registered trademarks and copyright only and not other IP rights. Although there may be an overlap between, say, trademark infringement and counterfeiting, trademark infringement does not necessarily amount to counterfeiting.
 

In exercising the choice between civil and criminal proceedings a number of factors have to be considered. First of these is trust in the relevant law enforcement agency which, sadly, is sometimes lacking: Is it willing and able to act? Does it have the necessary resources? Can it act speedily? Does it have powers of search and seizure? Will the prosecutorial staff act? Is the prosecution qualified to prosecute such cases? Are there specialist commercial criminal courts qualified to deal with IP cases?

Next to consider is the relief available to the claimant. If the accused is a street vendor or conducts an organised crime type of operation, civil proceedings make little economic sense. On the other hand, if the accused is a substantial trader, a civil claim resulting in an order for damages and an injunction (interdict) may be preferable. Closely related is the question of legal costs, which may be irrecoverable.
 If the state prosecutes, the rights holder has little, if any, expenses; it is different where the rights holder litigates civilly, especially in a common-law country where legal costs are substantially higher than in civil law countries. (Costs will be discussed later.)

Then there is the onus of proof. At common law civil liability has to be established on a balance of probability, criminal liability beyond reasonable doubt. Methods of proof are also relevant. Copyright may, usually, be established by means of affidavit evidence in civil proceedings but not in criminal proceedings (oral evidence and the right to cross-examine are of the essence of the common law criminal process). With foreign rights holders this creates a real impediment in prosecuting rights. Facts that have to be proved may also be different: criminal liability requires mens rea, civil liability not.

Robin Fry
 sees the advantages of criminal proceedings in speed; the fact that the prosecution does not have to prove title; the deterrent effect of a criminal sanction; personal criminal liability of directors who cannot hide behind the corporate veil; and the saving of costs. According to him the disadvantages are: the lack of discovery procedures; the inability to compromise or settle the case; the lack of IP expertise of the judiciary in criminal courts; the lack of effective compensation; and the burden of proof. Some of these factors have been discussed; two require some comment. The rate of progress in the criminal process is in jurisdictions with a high crime rate more of a problem than with civil proceedings.
 Last, plea bargaining does permit of some compromise but this procedure is not generally available in common-law countries. South Africa and the USA are exceptions.

Private, instead of public, prosecution is a possibility but may be subject to serious constraints. In South Africa, the private prosecutor requires a certificate nolle prosequi (a refusal to prosecute), which may take some time to obtain, from the director of public prosecutions and has to provide security for the costs of the defendant. The other problems mentioned with criminal proceedings, such as the burden of proof, are all there. In South Africa it has not, to the knowledge of the author, ever been used but in other common-law jurisdictions it has.

(5)  Enforcement of IP rights: Counterfeit Goods Act

The South African Counterfeit Goods Act does not only create criminal liability. A breach of its provisions can also give rise to civil liability.
 The Act introduced measures aimed against the trade in counterfeit goods in order to provide additional protection to owners of registered trade marks, copyright and certain other marks, against (a) the unlawful application, to goods, of the subject matter of their respective IP rights and (b) the release of goods of counterfeit goods into the channels of commerce. 

For this purpose it prohibits certain acts in relation to counterfeit goods as well as their possession and it creates offences and prescribes penalties. For instance, counterfeit goods may not be possessed in the course of business for the purpose of dealing in those goods; they may not be made (except for the private and domestic use of the person by whom they were made); and they may not be disposed of in the course of trade.

It confers, in certain circumstances, upon inspectors and the police the power, upon having obtained a warrant, or upon being otherwise authorised by or in terms of this Act, to enter premises and there to search for, and, if found, to seize and remove, counterfeit goods or suspected counterfeit goods for detention pending the finalisation of civil or criminal proceedings to be instituted or any other disposal thereof authorised by or in terms of the Act. 

The warrant must be issued in chambers by any judge of the high court or by a magistrate and may be issued only if it appears to the judge or magistrate from information on oath or affirmation that there are reasonable grounds for believing that an act of dealing in counterfeit goods has taken or is taking place or is likely to take place. The execution of the warrant must be conducted with strict regard to decency and order, including (a) a person’s right to, respect for and protection of his dignity; (b) the right of a person to freedom and security of his person; and (c) the right to personal privacy.

The owner of an IP right who is aware or has reasonable grounds to believe that an act of dealing in counterfeit goods has taken place or is about to take place may apply ex parte to a judge in chambers for an order authorising the search for and attachment of such goods, pending institution of civil proceedings, to preserve evidence relevant to the infringement of its IP right.

The Act also provides that the Commissioner for Customs and Excise, on application by the owner of an IP right, to seize and detain counterfeit goods or suspected counterfeit goods imported into or entering the country during a particular period and calculated to infringe that right.

(6)  Enforcement of IP rights: Alternative dispute resolution

By their very nature counterfeiting disputes are not matters for ADR. ADR requires a bona fide defendant willing to be subjected to private litigation. Issues that involve the validity of registrations can also not be the subject of ADR because public interest is involved. An arbitrator cannot, for instance, order the revocation of a patent or the cancellation of a trade mark. In the IP field ADR can only play a significant role in matters such as licensing agreement disputes and can consequently for be discounted present purposes.

(7)  Enforcement of IP rights: Quasi judicial fora: 


Over a period of time the distinction between an administrative forum and a quasi judicial one has become blurred, if not non-existent, in common-law jurisprudence. The registrars of patents and trade marks do act as such fora and their decisions may either be taken on review or, sometimes, on appeal to a higher court. These decisions are not concerned with enforcement of IP rights but with the grant. 


Whether it is possible to entrust enforcement to such a forum in South African law is a moot question. The Constitution (s 34) namely guarantees the right to have disputes decided before a court or ‘where appropriate’ before ‘another independent and impartial tribunal or forum.’ It seems unlikely that a tribunal other than a court can be considered to be an ‘appropriate’ forum because many of the powers required to enforce IP rights properly belong to the judiciary. 

(8)  Court structure

Although the South African Constitution has federal elements, courts form part of the national government structure; there is not what one could call ‘state’ courts; and the territorial jurisdiction of a court may transcend political (provincial) borders. There are three court levels: magistrates’ courts; high courts and courts of similar status such as the court of first instance for patent matters (the Court of the Commissioner of Patents); and final courts of appeal (Supreme Court of Appeal and Constitutional Court). IP enforcement, except for criminal prosecutions, does not take place in magistrates’ courts.


The general trend of common law jurisdictions is to have IP cases decided at the first instance through the ordinary court system by a single judge.
 The judge is not necessarily an ‘expert’ in the IP field but is often ‘selected’ because of some experience or expertise in the area. Juries are not used, nor are expert advisers (although sometimes statutory provision is made for them, but they may have no vote).

South Africa has, as mentioned, a Court of the Commissioner of Patents with exclusive jurisdiction in patent matters, and the presiding officer is a high court judge who has some specialized knowledge and experience (usually as a result of practical experience at the patent bar) who is appointed on an ad hoc basis to hear a particular patent case. Other IP cases are heard by a high court judge in the general run of things although judges president tend, in settling the court roll, to allocate them to judges with some IP background. In England and Wales,
 the system is similar: ‘expert’ judges in the Chancery Court are appointed by the Chancellor to hear patent disputes in addition to other chancery work; other IP cases are not necessarily allocated to specialist judges.
 The alternative venue for patent infringement, namely the Patents County Court, has an expert judge but other IP litigation in county courts is also not inevitably heard by an expert judge.

Appeals, also as a general rule, are heard by the ordinary appeal courts but there is usually at least one judge on the panel who has expert knowledge, especially if it is a patent case. The reason for the special treatment of patent cases is probably their technical or scientific nature. 

An exception to the general trend referred to is the USA. There patent cases are heard by a federal judge, with or without a jury. The judge is allocated the case on a rotation or random basis and, in consequence, is as a rule not an expert.
 The decision to use or dispense with a jury is that of the parties. Evidence suggests that in a preponderance of cases juries are used,
 probably because statistically a patentee has a substantially greater chance of success in a jury trial.
 However, the role of the jury has been diminished by rulings that limit the number of  jury issues. Patent appeals, on the other hand, are decided by a partly dedicated court, namely the Court of Appeal for the Federal Circuit.
 This, it is said, has led to a substantial strengthening of the patent system which was undermined by parallel jurisdiction (which gave rise to forum shopping and conflicting judgments) and an anti-patent attitude in certain federal circuits. The position in relation to other IP litigation and appeals is more intricate and can be discounted for present purposes. 
(9)  Court procedures 


There are two types of civil procedures relevant to enforcement of IP rights. The first is trial proceedings: they begin with a set of pleadings which define the issues; then follow discovery and other pre-trial procedures; and all culminates in a trial where all the witnesses have to give oral evidence and are subjected to cross-examination. The second is application proceedings: these are indicated when no serious factual disputes are anticipated and where the issues are generally of a legal nature. All the evidence is on affidavit, there is generally no discovery and there is no oral evidence. Trial proceedings are typically used in patent infringement cases and copyright and trademark cases are more often than not on application.

(10)  The case for specialist courts

A consultative document prepared by the Secretariat of the WIPO for a meeting that preceded this conference stated as follows:

‘A great number of responses [from member states] promoted the establishment of specialized courts due to the complex nature of intellectual property infringements, particularly patent infringements.  It was viewed as a possible solution to achieving cost‑effective, efficient and consistent decision making.  The effectiveness of specialized courts could also be enhanced by the creation of a modern information technology support structure and a national reference library dedicated primarily to intellectual property law.  This system would involve the training of a relatively small group of judges and prosecutors to handle increasingly complex issues.’


The TRIPs agreement does not require of countries to create specialist courts for the enforcement of IP rights
 but that does not mean that their creation does not require serious consideration. (We are not here concerned with other specialist IP tribunals that deal with registration and like issues.) A commission in South Africa chaired by Mr. Justice Hoexter, a few years ago, considered the creation of such courts but decided that they were not justified. His view, pithily expressed, is that although the subtleties of IP law are not for the mentally sluggish, they can be mastered by ordinary mortals; that the complexity of patent law resides not in grasping its principles but in arriving at the substratum of facts to which they have to be applied; and that specialization may lead to tunnel vision.



What cannot be disputed is that IP cases in the general court system ought to be diverted to judges with specialist knowledge of the subject. Practical knowledge is preferable but knowledge obtained during training sessions for judges should not be discounted. Although diversion is the practice in South African courts, it sometimes does not occur due to practical reasons. It is not hereby suggested that IP experts do not err – they do – but they are at least able to control the litigation and to steer practitioners with no understanding of the subject in more or less the right direction. Cases before experienced IP judges are shorter and cheaper than those run by novices.       

IP lawyers do not have a monopoly on IP litigation and any advantage gained by having expert judges is often diluted when lawyers without a smattering of IP knowledge try their hand at an IP case.
 On the other hand, general trial lawyers who in ordinary practice conduct technical cases (building contracts, professional negligence etc) and have to deal with experts of all kind are often better than IP lawyers or technically trained lawyers in conducting IP trials even though it may take them longer to get a grip on the case. They are experts in court tactics and in examining witnesses.

Specialist IP courts are not always affordable or feasible. In a given country there may be a general lack of resources, a low IP case load and little IP expertise. A centralized IP court may make access to justice illusory. Sometimes common sense may be more important than expertise because it is a moot point of whether all IP work is specialist work. Can a judge, who can read, not see whether one book is a copy of another? Can a judge, who can hear, not find that one piece of music is a copy of another? And can a judge, who lives in a real world, not decide whether or not one trademark is confusingly similar to another?
  


(11)  Judicial independence 


Effective judicial enforcement requires an independent judiciary with moral authority. According to the South African Constitution the judicial authority is vested in the courts; they are independent and subject only to the Constitution and the law, which they must apply impartially and without fear, favour or prejudice. No person or organ of state may interfere with the functioning of the courts. Organs of state, through legislative and other measures, must assist and protect the courts to ensure the independence, impartiality, dignity, accessibility and effectiveness of the courts. An order or decision issued by a court binds all persons to whom and organs of state to which it applies.


To fulfil its constitutional role the judiciary needs public acceptance of its moral authority and integrity, the real source of its power. It is even more important that judges at all times seek to maintain, protect and enhance the status of the judiciary.  To that end they should be sensitive to the ethical rules which govern their activities and behaviour both on and off the bench.
 
(12)  The role of the judiciary in the enforcement of rights

Before turning to the role of the judiciary in enforcing IP rights, it is appropriate to consider its role in the enforcement of rights generally. As mentioned, IP rights have no special status, entitling them to special protection, or granting the rights holder special procedural privileges. They are ordinary (quasi) property rights.

At common law all persons are entitled to a fair hearing before an independent tribunal – something entrenched in constitutional democracies – and, consequently, an IP right holder is not in a stronger position than any other claimant nor is an IP defendant in a weaker position than any other defendant.
 There is another dimension: merely because the rights holder is financially strong or a foreigner, and the counterfeiter a citizen eking out an existence, does not mean that the rights holder should procedurally be in a weaker position than the defendant.


In the common-law tradition judges are supposed to adopt a passive role.
 This is especially true of civil litigation which is party driven. The parties define the issues between them; they gather the evidence; they decide which witnesses to call; they interrogate witnesses by examining and cross-examining them; and they are said to be ‘bound’ by the evidence of their witnesses. The court, on the other hand, may not investigate the issue itself and, in particular, it may not redefine the issues or call witnesses. One of the worst sin a judge can commit is to ‘descend into the arena’. Judges may not rely on outside advice or advisers (although they may sometimes appoint assessors)
 and may only take judicial notice of facts that are notorious.


This all means that the role of the judge in enforcing rights can, with some justification, be described as formal and limited. There is, however, another view. We in South Africa were told, already in 1928,
 that:

‘A criminal trial is not a game where one side is entitled to claim the benefit of any omission or mistake made by the other side, and a judge's position in a criminal trial is not merely that of an umpire to see that the rules of the game are observed by both sides. A judge or an administrator of justice, he is not merely a figure head, he has not only to direct and control the proceedings according to recognised rules of procedure but to see that justice is done.’

The same holds for civil litigation. Lord Denning once said that a judge is not a cricket umpire whose only function is to indicate when a player is out and who does not regulate the flow of the game.
 The present author argued previously, in a different context,
 the following:

‘If we look for the truth, do we look for the objective truth or do we look for a sanitised truth? Continental jurists believe that one should determine the ‘material truth’ or actual facts. In order to find this truth, the matter cannot be left in the hands of the [parties]. If it is, a skewed picture is presented to the court. Evidence, which is material, is not led. Agreements on fact do not reflect the true facts. In other words, our system permits the parties to determine the facts on which the court has to make a decision. Our judgments are based on assumed facts; on part of the facts; on sanitised facts – make-belief, an Alice in Wonderland story. We formalise truth and we know it.  On the other hand, it is a myth to believe that in any system the material truth can always or even usually be established. The process of finding ‘truth’ must also be reasonable, fair and cost-effective; truth must be found within a reasonable time; it must be presented within a trial of manageable proportions.’

Some judges stick to the orthodox approach, whether from philosophical or pragmatic
 considerations; others take a more active role in managing the proceedings, an art well developed within the US court system
 and something being practised by English patent judges. It does, however, require a measure of confidence.

(13)  The role of the judiciary in the enforcement of IP rights

The role of the judiciary in the enforcement of IP rights should, for the reasons already given, be no different from its ordinary role. There are, nevertheless, some features of IP rights that may impact on the judge’s role in enforcement because a judge is not an automaton that, when fed with certain information, will spew out a predetermined result.

IP rights internationally and statutorily recognized rights and must be respected, irrespective of their exclusivity, and judges with an anti-monopolistic mindset should beware that it does not contaminate their attitude towards rights holders. Judges should be aware that IP litigation –

‘presents a significant direct link between judicial system performance and economic development. That is to say, the validity of intellectual property protection depends heavily on judicial system performance.  . . . [F]or intellectual property rights to serve their purpose, effective judicial support is needed. . . . [A] right without a remedy turns out to be an expensive fantasy. When judicial support for these specialized rights is feeble, mobilization of that natural resource falters, with considerable losses to the country.’

Judges are not always aware. At an IP conference, it is said, judges from one country stated that they could not understand how pharmaceutical patents could be justified and judges from another felt that copyright protection for computer software was stopping children from learning.
  Norman L Balmer
 explains why they are wrong:

‘Just as a donkey will not chase after a carrot on a stick unless he is allowed to catch it once in a while, innovators will not invest in inventing, development, implementing and marketing new technology unless they believe the patent promise to be real. If innovators find that patents are only licences to spend money in pursuing court actions, patents will fail to fulfil their promise to stimulate innovation. Properly granted patents must inherently have respect. This respect is achieved by courts upholding properly granted patents, finding infringement where there is infringement and, most significantly, assessing substantial and appropriate damages. Prospective infringers should know that infringement does not pay.’

Exclusive rights are the exception, not the rule, and they need to be justified.
 What this means in real life is that the party relying on the exclusivity of an IP right must bring itself within the strict rules governing the area.
 Some of the rules, for instance those relating to establishing copyright, are said to be technical since a claimant is obliged to provide evidence to cover all the points necessary to establish ownership. These, for the uninitiated, can be a minefield.

The impression is often that IP enforcement is about a conflict between the strong and the weak, the rich and the poor. In civil enforcement it is seldom the case:

‘This is not a moral tussle between the good and the bad, the small and the large. It is a fight over profits by competitors.’
 

Some IP rights relate to technological areas, and few judges are technically trained – some also suffer from technophobia. The relevant technology may overawe the unskilled judge. If not properly instructed, the judge may misunderstand its impact and err easily. Unduly impressed, the judge may find rights that cannot be justified. It is probably fair to state as a general observation that the more inexperienced a judge is, the easier the judge will find merit in the alleged rights holder’s claim.

Technological development has the habit of outstripping legal development. The result is that judges have to apply ‘old’ laws to ‘new’ situations, laws adopted without the foresight of how technology will develop. Examples are the development of computer programs (before copyright laws were amended to provide for this)
 and video games.
 Others, such as the patenting of higher forms of life, raise not only legal but also ethical questions on which courts may reasonably disagree.
 

Determining the scope of rights often involves questions of interpretation and there is a difference in this regard between common and civil law: The common law, traditionally, is more literally minded than the civil law. An attempt to bridge the divide is to be found in the Protocol on Interpretation of art 69 of the European Patent Convention but even a document such as the Protocol does not cause courts to reach the same conclusion on the meaning of, say, patent specifications.
 However, common law courts are becoming more flexible in their approach to interpretation.
   

Deciding the validity of rights often requires difficult value judgments: Is the trademark distinctive? Is the invention obvious? Is the defendant’s work a copy of the plaintiff’s? Is there equivalence between the claimed invention and the infringing article?
 These judgments have to be made through the eye of the ordinary consumer, the typical artisan, etc. 

(14)  Litigation costs

The general common law rule is that the award of litigation costs are within the court’s discretion.
 This means that the court may order one party to pay the legal costs of the other. Generally, the unsuccessful party has to pay the costs of the successful party. It serves as a disincentive to proceed with litigation lacking merit. But a costs order does not recompense the successful party fully. The costs have to be taxed according to a tariff and the tariff more often than not bears little relationship to what lawyers actually charge their clients. 

Costs of litigation under a common law procedure are substantially higher than in civil law litigation. The problem is not that easy to address since the form of litigation is a matter of legal culture and legal cultures are not readily subject to change.

Costs of IP litigation are higher still. It is said that a typical patent trial in the USA would cost between $1m to $3m. In a recent four-day trial in England on an ‘apparently simple’ infringement question the costs were £850 000.
 As long ago as 1892 Lord Esher vented his irritation and it is useful to quote what he had said since it is as true then as now:

“It used to be said that there was something catching in a horse case: that it made the witnesses perjure themselves as a matter of course. It seems to me that there is something catching in a patent case, which is that it makes everybody argue, and ask questions to an interminable extent – a patent case with no more difficult question to try than any other case instead of lasting six hours is invariably made to last at least six days, if not twelve. I am sure there ought to be some remedy for it.’ (At 116.)

‘Well, then, the moment there is a patent case one can see it before the case is opened, or called in the list. How can we see it? We can see it by a pile of books as high as this [holding up the papers] invariably, one set for each Counsel, one set for each Judge, of course, and by the voluminous shorthand notes: we know “Here is a patent case.” Now, what is the result of all this?  Why, that a man had better have his patent infringed, or have anything happen to him in this world, short of losing all his family by influenza, than have a dispute about a patent. His patent is swallowed up, and he is ruined.  Whose fault is it? It is really not the fault of the law; it is the fault of the mode of conducting the law in a patent case. That is what causes all this mischief.’ (At 116-117.)


Charles Dickens even wrote a short story entitled ‘A Poor Man's Tale of a Patent’ on the subject.
 More recently Lord Woolf proposed special remedial steps for England and Wales.
 His suggestions have been accepted and new procedural rules for patent cases have been introduced.
 Experience in South Africa is that the problem is not limited to patent cases; it extends to IP litigation generally.
 The reasons are manifold and the solution is not simple. 

Recently, the author asked of counsel why so many unnecessary documents were before court in the particular case and the answer was that the client insisted. The future of a whole business enterprise may depend on the economic value of a particular IP right and parties to the litigation are often involved in a mortal combat and no weapon is left unused. In the same case, for instance, where the recoverable damages were R10 000, the costs of one of the parties exceeded R600 000 and there is no reason to believe that the costs of the other party were less.

Practitioners, too, may be guilty of excesses, sometimes because they realise the importance of the matter for the client and they do not wish to run the risk of professional liability. Then there is the unpredictability of courts which has to be taken into account. What the practitioner may regard as a good point, the court may think is a bad point and vice versa, and so the practitioner tends to throw in all points, good or bad. In fairness, the practitioner is not the judge of the client’s case; at best he can offer advice.

Last and important, the nature of the subject matter of the case often determines costs. Technical experiments may be necessary, or public opinion surveys. Expert witnesses have to qualify themselves and have to spend an inordinate amount of time at court. Witnesses may have to travel from abroad, especially if the necessary scientific expertise is not readily available. Discovery of documents, especially in some common law jurisdictions, has a major impact on costs.

Can courts play a role in limiting costs? The answer, as appears from the next section, is a qualified yes.

(15)  Managing IP litigation

Mention has been made of the passive role of a judge in civil litigation in common law countries. That passivity, however, is or ought to be limited to taking over the parties’ cases. It does not prevent a judge from managing the litigation:

‘Fairness of court proceedings requires of the trier to be actively involved in the management of the trial, to control the proceedings, to ensure that public and private resources are not wasted, to point out when evidence is irrelevant, and to refuse to listen to irrelevant evidence. A supine approach towards litigation by judicial officers is not justifiable either in terms of the fair trial requirement or in the context of resources.’
 


Procedural court rules are a major restraint on judges. They quite often incorporate ample procedural rights, including long time limits, for the usually recalcitrant defendant. However, the rule are for the court and not the court for rules. In many common law countries the judge only becomes aware of the case when it is before court, ready for trial. Only then is the judge seized with the matter and can the judge take control. 

The value of some of these procedural rights is being questioned and as a result rules of court are changing. The court of the Eastern District of Virginia, for instance, introduced what is colloquially known as the ‘rocket docket’ which enables it to complete all IP cases within 6-8 months. Mention has also been made of the implementation of the Woolf recommendations in England and Wales. South Africa is busy with a pilot programme, introducing a case flow management scheme. Although to be welcomed, there may be a downside. A recent experiment in one high court in South Africa involving the judiciary at an early stage had to be abandoned because, inter alia, costs skyrocketed. But it cannot be doubted that procedures have to be developed –

‘which go further than existing ones in providing rapid resolution of disputes, with a strict timetable and a trial limited in time, and a fixed budget for costs.’

The object of such rules has to be to deal –

‘with a case justly [which] includes handling it so as to ensure that, so far as is practicable, the parties are on an equal footing, and handling it in ways which are proportionate to the amount of money involved, the importance of the issues and the parties' financial position.’


The problem with the ordinary common-law procedure is identified, ironically enough, in the the rule relating to a steamlined procedure in the English Patents Court Guide which was issued on 12 November 2003. A streamlined procedure is one in which (a) all factual and expert evidence is in writing; (b) there is no requirement of full disclosure of documents; (c) there are no experiments; (d) cross-examination is limited; and (e) the total duration of the trial is fixed in advance.


Although judges normally do not have the power to amend procedural rules because that has been reserved for some other body, they have at common law an inherent jurisdiction (which is now constitutionally entrenched in South Africa) to control proceedings in their courts, and they may make rulings to expedite and shorten matters. Without rules judges may, for instance, limit the scope of the trial; decide matters separately that may bring an early end to the proceedings; require of parties or experts to meet; limit the number of expert witnesses; request a summary of the technical evidence, and an agreed bundle of documents; limit cross-examination; limit the number of experts, etc. But most of this is only possible if the case is allocated to the court at an early stage, preferably not later than the commencement of proceedings. 

(16)  Rules of evidence

It is notorious that the common law has a body of rules of evidence which developed with jury trials in mind. Some kinds of evidence, it is believed, juries or judges should not hear because the evidence is inherently unsafe or unreliable. A typical example, which leads to longer trials, is the rule against hearsay. Clearly, hearsay is generally unreliable but it is not always and any sensible person is able to discern when reliance can be placed on hearsay and when not. Civil law judges have been able to handle the issue without rules and there is no reason why common law judges should not be able to do so.


Some common law countries, including South Africa, have taken legislative steps to remedy the situation but these have not been particularly successful.
 As long as this body of law exists in its present form litigation will remain expensive. All relevant evidence ought to be admissible and it should be left the judiciary to determine whether it is credible or reliable. 

(17)  Legal remedies

At the end of the proceedings the court has to make an order that will do justice to the rights holder without doing an injustice to the infringer. Without effective legal remedies available, a court cannot enforce IP rights effectively. It is consequently necessary for the sake of completeness to consider them.

(18)  Interim measures

TRIPs (art 50) provides: 


‘1.  The judicial authorities shall have the authority to order prompt and effective provisional measures:


  (a)
to prevent an infringement of any intellectual property right from occurring, and in particular to prevent the entry into the channels of commerce in their jurisdiction of goods, including imported goods immediately after customs clearance;


  (b)
to preserve relevant evidence in regard to the alleged infringement.


2.  The judicial authorities shall have the authority to adopt provisional measures inaudita altera parte where appropriate, in particular where any delay is likely to cause irreparable harm to the right holder, or where there is a demonstrable risk of evidence being destroyed.’ 


Common law jurisdictions comply with these requirements by providing for interim interdicts or injunctions and for so-called Anton Piller orders.

(19)  Interim interdicts

One of the most important civil remedies for the breach of IP rights is the interim interdict pending the full ventilation of the dispute (usually at a trial) which in common-law countries it is referred to as a temporary or interim injunction. The interdict in South African law has its origin in Roman law and it differs somewhat from the common-law injunction. 


The requisites for the right to claim an interim interdict are: (a) a prima facie right;
 (b) a well-grounded apprehension of irreparable harm if the interim relief is not granted and the ultimate relief is eventually granted; (c) that the balance of convenience favours the granting of an interim interdict; and (d) that the applicant has no other satisfactory remedy. In view of the discretionary nature of an interim interdict these requisites are not judged in isolation and they interact.

Countries that tend to follow English precedents apply the American Cyanamid
 test for determining the entitlement to an interim injunction: First, it must be established that there is a threatened or an apprehended injury; then, that there is a serious question to be tried; last, that the balance of convenience favours the grant of an injunction. The requirement of a serious question to be tried is not the same as that of a prima facie right, although the court must be satisfied that the claim is not frivolous or vexatious. 

Apart from restoring the status quo and halting the allegedly infringing act, interim interdict proceedings usually provide parties with a preview of the opponent’s case. As a result, cases are often settled or concluded without a trial. Interim interdicts are cost effective because they are decided on affidavit.

From the vantage point of the judiciary, there is often the temptation to grant interim relief provided the claimant provides some security without considering whether the claimant’s claim has any validity at all. This is not justifiable.
 An interim interdict has far-reaching commercial consequences and it is seldom that the innocent respondent will be able to prove or recover its loss. A court always has a wide discretion to refuse an interim interdict even if the requisites have been established. This means that the court is entitled to have regard to a number of disparate and incommensurable features in coming to a decision, and not that the court has a free and unfettered discretion. The discretion is a judicial one which must be exercised according to law and upon established facts. The refusal of an interim interdict can be appealed, its grant cannot.

(20)  Anton Piller orders:
 


It is an order directed at the preservation of evidence. The need to attach and preserve evidence for trial purposes has grown to such an extent that Anton Piller orders are used, not only in the various branches of intellectual property law, but in general. An Anton Piller is sought by way of an ex parte application in camera.


To obtain the order an applicant must prima facie establish that: (a) it has a cause of action against the respondent that it intends to pursue; (b) the respondent has in its possession specific (and specified) documents or objects that constitute vital evidence in substantiation of the applicant’s cause of action; and (c) there is a real and well-founded apprehension that this evidence may be hidden or destroyed or in some manner spirited before discovery or by the time the case comes to trial.


Courts have to ensure that the procedure is not used indiscriminately or as an instrument to harass defendants. To prevent abuse courts insist on safeguards. These may include an explanatory notice to the respondent and the presence of both a supervising attorney and the sheriff at execution. Where the execution of the order is seriously flawed the court may show its displeasure by setting the order aside. On the other hand, a respondent who does not comply with an Anton Piller order is in contempt of court.

(21)  Final interdict

An interdict is final if the court order is based on a final determination of the rights of the parties to the litigation. The normal way to apply for the grant of a final interdict is by way of action but it may be granted on application if no bona fide factual dispute exists. 


The requisites for the right to claim a final interdict are: a clear right; an injury actually committed or reasonably apprehended; and the absence of similar protection by any other ordinary remedy. 

It is the last requirement that needs some elucidation. In general, an applicant will not obtain an interdict if it can obtain adequate redress through an award of damages. The choice between an interdict and an action for damages involves the exercise of the court’s discretion. In exercising it the court will, as a general rule, have regard to whether: an action for damages provides ample compensation; the injury is one which is capable of being estimated in money; and, importantly, the claim for damages does not in fact compel the applicant to part with his rights. Because of the last consideration, final interdicts are granted as a matter of course (if the claimant has otherwise established its entitlement) in IP cases in South Africa. Otherwise it would amount to granting the defendant a compulsory licence.
 It is nevertheless foreseeable that in, say, pharmaceutical patent cases, where public health concerns or the constitutional rights to health care arises, a court may have to consider whether or not to leave the rights holder to a damages claim instead of a final interdict.

In English law, for instance, the court has a general discretion to award damages in substitution for an injunction.
 The issue has already arisen in copyright cases but it seems to an outsider that the approach of the English courts in this regard is no different from the South African approach set out earlier: a party is not to be denied its rights through the exercise of a discretion unless there are special circumstances present.

(22)  Damages

TRIPs (art 45) provides in this regard:

‘1.
  The judicial authorities shall have the authority to order the infringer to pay the right holder damages adequate to compensate for the injury the right holder has suffered because of an infringement of that person’s intellectual property right by an infringer who knowingly, or with reasonable grounds to know, engaged in infringing activity.

2.  The judicial authorities shall also have the authority to order the infringer to pay the right holder expenses, which may include appropriate attorney's fees.  In appropriate cases, Members may authorize the judicial authorities to order recovery of profits and/or payment of pre-established damages even where the infringer did not knowingly, or with reasonable grounds to know, engage in infringing activity.’

This recognises the fact that the measure for damages in the case of the infringement of IP rights is often to be found in the relevant IP statute and that the law of each country may make the payment of damages dependent on knowledge of infringement or on negligence.  Unless a statute provides otherwise, the ordinary rules of law that determine the quantification of damages for statutory wrongs apply. This was explained by the South African Appeal Court in these terms:

‘Since the wrong is a species of delict, the measure will be delictual; it will be aimed at compensating the proprietor for his patrimonial loss, actual or prospective, sustained through the infringement.’
  

In the mentioned consultative document of the WIPO it was pointed out that, in the majority of Member States, the ordinary civil courts have difficulty in determining compensation for infringements of patent rights.
 The problem is not limited to ‘ordinary civil courts’ – specialist IP courts are probably less qualified to determine questions relating to damages. And in the USA there is a right to a jury trial to quantify damages.
 The problem is also not peculiar to patent or other IP litigation. In many fields (such as damages for personal injuries, professional negligence, loss of profit and the like) quantification is a problem not only for the judiciary but also for the parties (who have to present proof of damages suffered). In spite of the burden of proof, courts have a duty to assess damages even if it means that they have to make an estimate. The claimant has a duty to adduce the best available evidence of quantum and if that has been done, the court must apply the best estimate rule.
 Unfortunately one finds quite often that the claimant grossly over-estimates the size of its loss with disastrous litigation costs consequences.

As an IP right is income earning, the measure of damage is typically the loss of profits the proprietor sustained in respect of those infringing articles that he could and would have made and sold. Loss of profit is usually due to the fact that the owner sells fewer products, charges lower prices in order to compete with the infringer or has increased production costs.
 What a claimant ordinarily has to prove is (a) the extent of the infringement (usually the quantity of infringing articles sold); (b) the proportion of them that the claimant could and would have sold but for the infringement; and (c) the profit the claimant would have made on the sale of those articles.
 Sometimes the rights holder does not market the goods but holds the rights as negative rights; sometimes the right relates to something that is not sold, such as a manufacturing method. In these cases the matter becomes even more complicated. 

It has been said that pre-established or statutory damages might offer 


‘an alternative and perhaps more effective way to compensate right holders and . . . provide them with an expedient and economical way to prove and recover the damage suffered through counterfeiting and piracy.’
  


Some lawgivers in an attempt to assure that rights holders receive their just recompense have done just that. These measures are not always a success and may in any particular case lead to the over- or under-compensation of the plaintiff. For instance, the US Copyright Act (s 504(c)) gives the court a discretion to award a plaintiff up to $30 000 with respect to one copyrighted work and $150 000 if the court finds that the infringement was wilful. In the Napster case one commentator estimated that Napster’s potential liability could have been as much as $7,5 trillion.
 In Playboy Enterprises Inc v San Filippo the plaintiff sought, using the formula, damages of $285m for the sale of a few thousand CD’s with infringing photographs, and the court awarded $3,7m.
 On the other hand, in a recent IP related case, which dealt with plant breeders’ rights in South Africa, the maximum the plaintiff could recover, in the absence of other evidence, was the prescribed R10 000 or about $1 500.
 

There is a downside to pre-estimated damages. Prescribed amounts seldom keep track with inflation and it is difficult if not impossible to determine in advance an amount of damages that will be fair to both parties. It also raises the question of the function of civil remedies. Some seem to believe that civil remedies should also deter parties from infringing IP rights.
 From a legal philosophical point of view it is not easy to subscribe to this. Deterrence is a function of criminal law; the function of civil law is to restore a balance – the imbalance caused by a wrong must be put right. In other words, as a general principle, a party wronged civilly cannot claim to be put in a better position than if the wrong had not been committed. Philosophical considerations often have to yield to practical ones, however, and if the new ‘principle’ becomes one of general application there can be not much objection to it. Punitive damages are in some common-law jurisdictions common against a deliberate infringer who has behaved in a particularly appalling manner.’
 In Canada, it is said, the range was during 1997 between $20 000 and $ 50 000 but in an instance where of the disregard of interlocutory injunction the award was $15m.

Another device is to permit the plaintiff to claim a notional royalty from the defendant. The US Patent Act, for instance, provides that a claimant is entitled to damages that are not less than a reasonable royalty.
 In South African law until legislative intervention a reasonable royalty was not an option because the underlying principle of general application is that a plaintiff is only entitled to recover its actual loss because that is its damages. In order to succeed, a plaintiff is obliged to prove what in commercial practice a reasonable royalty rate is while in some industries licensing is uncommon and it is difficult to determine such a rate.

The profit made by the defendant is also seldom equivalent to the plaintiff’s loss. Some common law jurisdictions allow a claimant to claim the infringer’s loss by means of an account of profits. The defendant is treated as if it conducted its business on behalf of the rights holder. The claimant has to make an election between this remedy and claiming its actual loss. 
 The maximum payment that can be ordered is the total profit made by the defendant.
 But then it remains necessary to prove causation, ie, that the profit was made as a result of the infringement. This remedy is not available in South Africa.

Typical in common law countries is a provision in copyright laws that provides for additional damages. Section 24(3) of the South African Act, for example, provides:

‘Where in an action under this section an infringement of copyright is proved or admitted, and the court having regard, in addition to all other material considerations, to—


(a)
the flagrancy of the infringement; and


(b)
any benefit shown to have accrued to the defendant by reason of the infringement,

is satisfied that effective relief would not otherwise be available to the plaintiff, the court shall in assessing damages for the infringement have power to award such additional damages as the court may deem fit.’


To date it has found very little application
 and is not regarded as permitting punitive or exemplary damages.
 US law, which is not typical in this regard, permits a court to increase the award up to three times the actual damages.
 

(23)  Conclusion

This broad overview attempts to show that the judiciary in a developing country, operating under common-law procedures, is able to enforce IP rights effectively within existing structures and rules. The fact that the South African judiciary has been able and willing to give effect to IP rights and the country’s international obligations, it is submitted, has given an added impetus to investment, both foreign and local, and a high level of IP activity.  There is scope for improvement, no doubt, especially in relation to court access, simplified procedures and case management. The judiciary can take a more active and lead role although it has all along been intimately involved in the statutory advisory committee on IP, especially by chairing it and by being involved in drafting recommendations to government. Complacent it cannot be and broadly based continuous judicial training especially in the IP field, which is presently in the making, is necessary.


The comparative exercise points to the fact that, within the common-law based countries, there are few differences that are of any moment when it comes to IP enforcement. There appears to be a realisation that IP rights are important and that special procedures and special remedies are sometimes called for. Although much has been done to curb litigation costs, more must be done.


Because of the universality of IP rights, judges are becoming more and more aware of the fact that they are judging an issue that is of more than parochial interest; indeed, every IP judgment has international ramifications and the world – legal and commercial – keeps looking over the judge’s shoulder, evaluating the performance, keeping score, and making important financial decisions in the light thereof. 

[End of document]
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