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I. INTRODUCTION

Power matters. But power is not all that matters, all the time. Al-
though some international law scholars argue that power is paramount,’

T (c) 2007 Tai-Heng Cheng, all rights reserved.
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1. See generally Richard H. Steinberg & Jonathan M. Zasloff, Power and Interna-
tional Law, 100 AMm. J. INT’L L. 64, 72-76 (2006) (reviewing theories of realists from the
1940s to the present, arguing that international law “reflects the interests of powerful states™);
see also JACK GOLDSMITH & ERIC POSNER, THE LIMITS OF INTERNATIONAL Law 3 (2005)
(“[IInternational law emerges from states acting rationally to maximize their interests, given
their perceptions of the interests of other states and the distribution of state power.”).
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and other scholars ignore the role of power entirely,” keen observers of
international law acknowledge that power influences, but does not
wholly control, international law.’ Few scholars, however, appear to have
tested their theories against contemporary international problems that
increasingly involve both public and private international law, as well as
state and nonstate actors. Many scholars of public international law have
acknowledged that private international law and nonstate actors are rele-
vant to international problems, but they continue to develop their
theories largely within the limited domain of public international law
and interstate processes.’ Similarly, many private international law
scholars have acknowledged that power is important, but they have not
constructed a theory of international law that fully explains the role of
power.’

This Article begins with the premise that international law is the net
result of global processes of interactions among state and nonstate par-
ticipants in the international system. The Article builds on my previous

2. See generally Oona A. Hathaway, Between Power and Principle: An Integrated
Theory of International Law, 72 U. CHi. L. REV. 469, 481-83 (2005) (“[I]nterest-based schol-
ars are wrong to assume that states engage only in consequentialist pursuit of objective self-
interest.”” “[S]tates internalize norms and act in accordance with them because they understand
them to be correct or appropriate.”). See also Ellen L. Lutz & Kathryn Sikkink, International
Human Rights Law and Practice in Latin America, 54 INT'L ORG. 633, 640 (2000) (describing
creation of norms without referring to power); Martha Finnemore & Kathryn Sikkink, Interna-
tional Norm Dynamics and Political Change, 52 INT’L ORG. 887, 895-905 (1998) (describing
the creation of norms through persuasion rather than power); Peter J. Spiro, A Negative Proof
of International Law, 34 Ga. J. INT'L & Comp. L. 445, 458 (2006) (describing participants’
behavior in international law systems as motivated by a desire to validate their identity and not
accounting for the role of power).

3. See Oscar Schachter, The Nature and Process of Legal Development in Interna-
tional Society, in THE STRUCTURE AND PROCESS OF INTERNATIONAL LAw: Essays IN LEGAL
PHILOSOPHY, DOCTRINE AND THEORY 745, 753 (R. St. J. Macdonald & Douglas M. Johnston
eds., 1983) (“[ITInternational law is a product of the interplay of power and interest conditioned
by material conditions and perceptions of need and aspirations.”); Steinberg & Zasloff, supra
note 1, at 86 (“[International law theories cannot] ignore power, or law, or the state, or civil
society, or norms, or language.”) (emphasis in original).

4. See, e.g., Hathaway, supra note 2, at 494 (“[T]his account [of international law]
places the state at the center of the analysis. . .. The state is, in fact, the primary subject of
international law.”’); GoLDSMITH & POSNER, supra note 1, at 3 (focusing on states in analyzing
international law); Laurence Helfer, Regime Shifting: The TRIPS Agreement and New Dynam-
ics of International Intellectual Property Lawmaking, 29 YaLE J. INT'L L. 1, 53 (2004)
(arguing that in international intellectual property law the principal actors are still states, but
they are assisted by NGOs and officials of intergovernmental organizations).

5. See, e.g., Anna Gelpern, What Iraq and Argentina Might Learn from Each Other, 6
CH1. J. INT’L L. 391, 411 (2006) (acknowledging role of politics in odious debt issues, but not
explicating the relationship between power and international law); Sean Pager, TRIPS: A Link
too Far? A Proposal for Procedural Restraints on Regulatory Linkage in the WTO, 10 MaRQ.
INTELL. PROP. L. REV. 215 (2006) (appraising the use of trade benefits to harmonize interna-
tional IP law without fully explaining the relationship between international trade strategies
and norms).
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work’® by proposing a theory of international law that fills the interstices
between private and public international law. Participants generally de-
ploy power and invoke legal and social norms in pursuit of interests and
in response to the strategies of other participants. Eventually, outcomes
that reflect both power and norms result, and these outcomes in turn
modify norms and reallocate power. New outcomes then follow in future
conflicts in an iterative, evolutionary, interactive process.” This Article
tests this thesis against the global intellectual property (IP) system. In-
ternational IP scholarship should account for power and could be
enriched by the typology presented in this Article because international
IP law lacks a comprehensive set of enforceable legal norms.

IP protections have existed for centuries,’ and national systems of IP
law are increasingly harmonized.” A number of international,” regional,"
and bilateral treaties also relate to IP."” Significant disagreements remain,

6. See Tai-Heng Cheng, Power, Authority and International Investment Law, 20 AM.
U. INT’L L. REV. 465, 470 (2005) (“Repeated signaling of proposed investment norms through
international agreements and subsequent patterns of compliance with these agreements have
stabilized expectations of appropriate state behavior.”); TAI-HENG CHENG, STATE SUCCESSION
AND COMMERCIAL OBLIGATIONS 387-92 (2006) (developing typology of power in state suc-
cessions); Tai-Heng Cheng, Renegotiating the Odious Debt Doctrine, 70 LAW & CONTEMP.
Pross. (forthcoming Summer 2007).

7. For the purpose of this paper, conflicts are defined as situations in which at least
two participants each have different preferred outcomes. The other key concepts in this typol-
ogy, i.e., participants, interests, power, and norms, are explained in Part II.

8. See Giulio Mandich, Venetian Patents (1450-1550), 30 J. PaT. OFF. SoC’y 166,
175-76 (1948) (discussing fifteenth-century Venetian patents and a 1474 act to regulate pat-
ents).

9. See, e.g., 35 U.S.C. §§ 104(a)(1), 154(a), 271(a) (harmonizing U.S. law with the
Agreement on Trade Related Aspects of Intellectual Property Rights).

10. See Agreement on Trade Related Aspects of Intellectual Property Rights, Apr. 15,
1994, Marrakesh Agreement Establishing the World Trade Organization, Annex 1C, Legal
Instruments—Results of the Uruguay Round, 1869 U.N.T.S. 299, 33 L.L.M. 1197 [hereinafter
TRIPS]; Convention Establishing the World Intellectual Property Organization, July 14, 1967,
828 U.N.T.S. 3 [hereinafter WIPO Convention]; Universal Copyright Convention, Sept. 6,
1952, as vrevised July 24, 1971, available at http://www.unesco.org/culture/laws/
copyright/html_eng/pagel.shtml; Paris Convention for the Protection of Industrial Property,
Mar. 20, 1883, as revised July 14, 1967, 21 U.S.T. 1583, 828 U.N.T.S. 303; Berne Convention
for the Protection of Literary and Artistic Works, Sept. 9, 1986, 168 Consol. T.S. 185, as re-
vised July 24, 1971, 828 U.N.T.S. 22.

11. See North American Free Trade Agreement, U.S.-Can.-Mex., arts. 1701-1721, Dec.
17, 1992, 32 I.L.M. 289 (1993) [hereinafter NAFTA] (protecting intellectual property); Con-
vention on the Grant of European Patents, Oct. 5, 1973, 13 LL.M. 268, available at
http://www.european-patent-office.org/legal/epc/e/mal .html (creating European Patent Of-
fice).

12. See generally Graeme B. Dinwoodie, The International Intellectual Property Law
System: New Actors, New Institutions, New Sources, 10 MARQ. INTELL. Prop. L. REvV. 205,
209 (2006) (’[Blilateral agreements typically impose TRIPS-plus standards.”). See, e.g., Free
Trade Agreement, U.S.-Chile, ch. 17, June 6, 2003, available at http://www.ustr.gov/assets/
Trade_Agreements/Bilateral/Chile_FTA/Final_Texts/asset_upload_file912_4011.pdf (protect-
ing intellectual property rights); Treaty Concerning the Encouragement and Reciprocal
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however, among global decisionmakers about appropriate norms for IP
protection.” Many of the international rules that do exist lack effective
enforcement mechanisms." Power therefore plays an important role not
only in the development of international legal IP norms, such as
strengthening IP protections through the conclusion of the Agreement on
Trade Related Aspects of Intellectual Property Rights (TRIPS),” but also
in their enforcement, such as when the United States imposes, or threat-
ens to impose, trade sancttons in an attempt to coerce compliance with
its preferred international IP norms."

Even with well-developed legal IP norms, power can be deployed to
deviate from the behavior those norms demand. As discussed in Part
III.A.2, the United States filed a complaint against Brazil in 2001 before
the World Trade Organization (WTO) Dispute Settlement Body in an
effort to protect U.S. drug patents in Brazil. A view of this dispute that
did not account for power would assume the dispute would be resolved
by applying the facts of the case to the applicable legal rules contained in
TRIPS. Instead, the outcome of the dispute had little to do with legal
rules. International human rights nongovernmental organizations
(NGOs) successfully exerted pressure on the U.S. government to with-
draw the complaint, thereby effectively permitting Brazil to continue its
use of generic drugs. Anticipating such outcomes in international IP con-
flicts requires policymakers, practitioners, and scholars to account for
power. '

This Article presents its thesis in three parts. Part I discusses the
concepts on which the thesis is built: participants, interests, power, and
norms. Part IT uses the concepts developed in Part I to propose a theory

Protection of Investment, U.S.-El Sal., art. 1, Mar. 10, 1991, S. Treaty Doc. 106-28 (2000)
(defining protected investments as including intellectual property).

13. See Frank X. Curci, Protecting Your Intellectual Property Rights Overseas: What
We Can Learn from Mediators, Business Strategists, and International Relations Theorists, 15
TRANSNAT’L Law. 15, 28 (2002) (“The development of, and philosophical basis for, the en-
actment and enforcement of intellectual property law differs widely from nation to nation.”);
Peter K. Yu, Toward a Nonzero-sum Approach to Resolving Global Intellectual Property Dis-
putes, 70 U. Cin. L. REv. 569, 634 (2002) (“Historically, developed and less developed states
have deep disagreements over the availability, scope, and use of intellectual property rights.”).

14. See Allison Cychosz, The Effectiveness of International Enforcement of Intellectual
Property Rights, 37 J. MARSHALL L. REv. 985, 985 (2004) (“Until sufficient enforcement
measures are adopted, patent holders will continue to see unchecked abuses against their valid
patents.”); Camille A. Laturno, International Arbitration of the Creative: A Look at the World
Intellectual Property Organization’s New Arbitration Rules, 9 TRANSNAT'L Law. 357, 358
(1996) (“The United States and other western nations exhibit frustration with the current
methods of enforcement and protection of intellectual property.”).

15. See infra Part IILA.1.

16. See Assafa Endeshaw, A Critical Assessment of the U.S.-China Conflict on Intellec-
tual Property, 6 ALB. L.J. Sc1. & TEcH. 295, 317 (1996) (noting U.S. threats to impose
sanctions on China in an effort to coerce China into protecting U.S. IP).
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of international law as it operates in the global IP system. By examining
prior international IP conflicts, Part II tests and validates the four key
aspects of the theory: (1) outcomes reflect both power and norms; (2)
outcomes may modify norms; (3) outcomes may reallocate power; and
(4) new outcomes follow from these adjustments of power and norms.
Part III discusses how this Article’s thesis can help policymakers and
corporate officers devise practical strategies to achieve their IP goals.

II. Basic CONCEPTS

A. Participants

Participants are entities that are affected by and involved in interna-
tional conflicts and their resolution.” Participants populate the
international law system, and within that, the IP system. Some scholars
have focused narrowly on states as by far the most important partici-
pants.” In fact, many nonstate participants are affected by outcomes in
international conflicts in significant ways, such as farmers in developing
states who rely on new crop technologies developed by foreign corpora-
tions.” Some nparticipants also exert influence over outcomes in
international conflicts. These influential participants include corpora-
tions and corporate officers,” international organizations,” national and

17. See Myres S. McDougal, Harold D. Lasswell & W. Michael Reisman, The World
Constitutive Process of Authoritative Decision-Making, 19 J. LEGaL Epuc. 253, 262 (1966—
67) (“By a participant in constitutive process, as distinguished from the more general effective
power process, we mean an individual or an entity which has at least minimum access to the
process of authority in the sense that it can make claims or be subjected to claims.”). See also
Cheng, Power, Authority and International Investment Law, supra note 6, at 466 n.1 (defining
participants in the context of investment law as “parties connected with international invest-
ments”).

18. See supra note 4.

19. See Michael Woods, Food For Thought: The Biopiracy of Jasmine and Basmati
Rice, 13 ALB. L.J. Sc1. & TecH. 123 (2002) (discussing the impact of the global patent system
on rice farmers in India and Pakistan).

20. See Peter K. Yu, International Lawmaking in the New Millennium: An Introduction,
10 Carpozo J. INT’L & Comp. L. 1, 3 (2002) (“[T]lhe international lawmaking process has
become increasingly vulnerable to influences from multinational corporations . . . .”). See also
Michael A. Santoro & Lynn Sharp Paine, Pfizer: Global Protection of Intellectual Property,
Harv. Bus. Sch. Case Study No. 9-392-073, 6 (Apr. 6, 1995) (noting pharmaceutical com-
pany’s lobbying of local governments to protect intellectual property); SusaNn K. SELL,
PRIVATE POWER, PuBLIC LAw: THE GLOBALIZATION OF INTELLECTUAL PROPERTY 4849, 173
(2003) (discussing efforts by U.S. corporations to lobby their government to promote their
intellectual property interests internationally, noting specifically that TRIPS largely reflected
the wishes of the CEOs of twelve American companies).

21. See generally LUNG-CHU CHEN, AN INTRODUCTION TO CONTEMPORARY INTER-
NATIONAL Law: A PoLicy-OrRiENTED PERSPECTIVE 50 (2000) (“International governmental
organizations ... act as distinctive participants in decision making and provide necessary
structures of authority for other participants.”). See also World Health Organization [WHO],
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international tribunals,” and NGOs.” These participants deploy power
and invoke norms in support of relevant interests in numerous arenas,
such as court proceedings,” corporate transactions,” trade discussions
among states, and meetings of international organizations.”

B. Interests

A wealth of international law scholarship addresses the varied inter-
ests of participants and how internal constituents motivate the actions of
such participants.” This Article explores interests in the more limited
context of international IP. As a general matter, participants behaving
rationally have an interest in preserving the economic value of their IP
and obtaining economic benefits from third-party users through greater

WHO Medicines Strategy: Framework for Action in Essential Drugs and Medicines Policy:
2000-2003, at 36, WHO Doc. WHO/EDM/2000.1 (2000) (noting the role of the WHO in
helping developing countries gain access to patented drug technologies).

22. See Graeme B. Dinwoodie, The Architecture of the International Intellectual Prop-
erty System, 77 CHL-KENT L. Rev. 993, 1013 (2002) (“[Na]tional court decisions may of
themselves construct (or at least contribute to) international intellectual property law ... ).
See also Panel Report, Canada—Patent Protection of Pharmaceutical Products, 9 3.1,
WT/DS114/R (Mar. 17, 2000) (finding Canada’s Patent Act to be inconsistent with TRIPS);
WIPO Arbitration Award, Ermenegildo Zegna v. Gerolanda, Case No. WIPO2003NLI
(Oct. 17, 2003), available at http://www.wipo.int/amc/en/domains/awards/html/2003/wipo
2003nl1.html (transferring a domain name to plaintiffs’ fashion house because the contested
domain name was similar to plaintiffs’ trademark and trade name, and prohibiting defendant
from registering similar domain names); Steele v. Bulova Watch Co., 344 U.S. 280, 283-84
(1952) (applying Lanham Act to activities in Mexico involving U.S. trademarks); Vanity Fair
Mills, Inc. v. T. Eaton Co., 234 F.2d 633, 640—44 (2d Cir. 1956), cert. denied, 352 U.S. 871
(1956) (adjudicating a U.S.-Canadian trademark infringement dispute); Sheldon v. Metro-
Goldwyn Pictures Corp., 106 F.2d 45, 52 (2d Cir. 1939), aff 'd, 309 U.S. 390 (1940) (awarding
profits for copyright infringements in the United States and Canada).

23. See SELL, supra note 20, at 162 (“NGO activists . . . have changed the politics of
intellectual property.”); Helfer, supra note 4, at 42 (noting that NGOs and some states “were
the principal catalysts for the WHO’s critical review of TRIPs”); Ellen ‘t Hoen, TRIPS, Phar-
maceutical Patents, and Access to Essential Medicines: A Long Way from Seattle to Doha, 3
Cur. J. INT’L L. 27, 33 (2002) (“NGOs have played a key role in drawing attention to provi-
sions of TRIPS that can be used to increase access to medicines.”); Yu, supra note 20, at 3
(noting that trade associations are influential participants in international IP law).

24. See generally McDougal, Lasswell & Reisman, supra note 17, at 282 (characteriz-
ing tribunals as adjudicative arenas).

25. See William L. Keefauver, Commentary: The Need for International Thinking in
Intellectual Property Law, 37 IDEA 181, 183 (1996-1997) (“If you ever negotiated or looked
at a joint venture agreement, you know that a major component is often the intellectual prop-
erty piece which usually covers patents, trademarks, copyrights, software, and technical
information.”).

26. See generally McDougal, Laswell & Reisman, supra note 17, at 281 (discussing
interaction between nation-state elites or their representatives).

27. See generally Hathaway, supra note 2 (surveying interest-based models of interna-
tional law and proposing that domestic enforcement, transnational enforcement, and
“collateral consequences” explain state action in the context of treaties); Steinberg & Zasloff,
supra note 1, at 64 (providing historical survey of theories of state interest).
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IP protections.” The ten most industrialized countries—all aggregate IP
creators”—are advocates of IP protections.” In 1995, more than half of
global royalties and licensing fees were paid to entities in the United
States,” a major technology exporter.” Japan, one of the main propo-
nents of IP rights at the WTO Uruguay Round of Multilateral Trade
Negotiations, has filed 575,000 patents in the United States since 1975.”

Conversely, participants also have an interest in lowering the cost of
using and increasing access to IP created by other parties.” India and
Mexico—each of which is an aggregate IP user, filing fewer than 3,000
patents in the United States since 1975”—have objected to IP rights pro-
tections at multilateral trade negotiations.™

28. See Andrew T. Guzman, International Antitrust and the WTO: The Lesson from
Intellectual Property, 43 VA. J. INT'L L. 933, 947 (2003) (“Countries engaged in a large
amount of research and development or who otherwise produce a great deal of intellectual
property prefer a system of rigorous protection and enforcement of intellectual property rights
around the world.”); Nabila Ansari, International Patent Rights in a Post-Doha World, CUR-
RENTS: INT’L TRADE L.J., Winter 2002, at 57, 60 (“Developed nations have historically
employed the highest degree of patent protection . . . to protect their nation’s inventions.”).

29. See Ansari, supra note 28, at 57.

30. Danny Ciraco, Forget the Mechanics and Bring in the Gardeners, 9 U. BALT. IN-
TELL. Prop. L.J. 47, 77 (2000) (“Western industrialized countries ... would like to extend
intellectual property protection internationally.”).

31. RICHARD JoLLy, U.N. DEv. PROGRAM, HUMAN DEVELOPMENT REPORT 1999, at 68
(1999). See also SELL, supra note 20, at 129 (“[TThe United States has been the most aggres-
sive country in the IP area. It has filed more WTO TRIPS complaints than all other member
countries combined.”).

32. See Intellectual Property Crimes: Are Proceeds From Counterfeited Goods Funding
Terrorism?: Hearing Before the H. Comm. on Int’l Rel., 108th Cong. 20 (2003) (statement of
Asa Hutchinson, Under Secretary for Border and Transportation Security, U.S. Department of
Homeland Security) (“Copyright-based industries represent over 5% of the country’s GDP
.."); Impediments to Digital Trade: Hearing Before the Subcomm. on Commerce, Trade, and
Consumer Protection of the H. Comm. on Energy and Commerce, 107th Cong. 4 (2001)
(statement of Hon. Edolphus Towns, H. Rep. N.Y.) (“Intellectual property as a traded good is
one of America’s greatest assets.”); Trade in Service and E-Commerce: The Significance of the
Singapore and Chile Free Trade Agreements: Hearing Before the Subcomm. on Commerce,
Trade and Consumer Protection of the H. Comm. on Energy and Commerce, 108th Cong. 45
(2003) (statement of Robert Holleyman, President of Business Software Alliance) (“IT indus-
tries generated a trade surplus of $24 [bn.] in 2002.); Lori A. Trawinski, U.S. International
Transactions, Third Quarter 1994, SUrv. CURRENT Bus., Dec. 1994, at 30, 43 (revealing that
copyright industries accounted for six percent of U.S. GDP).

33. See U.S. Patent and Trademark Office, http://patft.uspto.gov/netahtml/PTO/search-
adv.htm.

34. See Guzman, supra note 28, at 947 (noting that developing countries, which are
mainly users of intellectual property created by other parties, resisted stronger global IP pro-
tections). Cf. Sumner J. La Croix, The Rise of Global Intellectual Property Rights and Their
Impact on Asia, at 4 (East-West Center, Asia Pacific Issues No. 23, 1995) (stating that a devel-
oping country only benefits from intellectual property protections when it is ready to engage
in research and development).

35. See U.S. Patent and Trademark Office, supra note 33.

36. See, e.g., Communication from India on Standards and Principles Concerning the
Availability Scope and Use of Trade-Related Intellectual Property Rights, Negotiating Group
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agreements for different transactions, and corporate counsels share in-
formation on effective methods (or in business management parlance,
“pest practices”) of IP protection.” Leading Fortune 500 companies and
the law firms that represent them have institutional legitimacy within the
global business community if these corporations and law firms are per-
ceived as credible market leaders that exercise sound business judgment.
When other firms regard these transactions as well-designed business
deals, they may copy these transactions in their own deals in order to
achieve similar business goals and lower their legal fees in IP transac-
tions by avoiding drafting deal documents from scratch.'”

Based on anecdotal evidence, it appears that IP transactions designed
by leading law firms are emulated and repeated in deals for different
corporate clients. In a high-value transaction negotiated by a leading
New York law firm, a Netherlands registered corporation purchased an
English designer’s brand and installed her as the creative director of the
joint venture vehicle, “Newco,” which was created to design, market,
and sell her clothes.'™ Through a Trademark Agreement, the Dutch cor-
poration subscribed to fifty percent of Newco’s share capital,”” and the
fashion designer assigned her trademarks to Newco.™ The Trademark
Agreement set forth the countries in which the trademarks at issue had
been registered.”” The agreement provided for worldwide enforcement
against third-party violations before courts and required use of “all
commercially reasonable efforts” to police infringers.™ Finally, the

174. See, e.g., Am. Ass’n of Corporate Counsel, Intellectual Property Committee Mis-
sion Statement, http://www.acca.com/php/cms/index.php?id=198 (“ACC’s Intellectual
Property Committee’s goals are to provide important information and resources about strategic
corporate intellectual property protection, acquisition, and enforcement to the ACC member-
ship.”).

175. This phenomenon has occurred in non-IP transactions. For example, the “poison
pill” that was first designed by the New York law firm Wachtell Lipton Rosen & Katz was
subsequently adopted widely by corporations defending themselves from hostile takeovers.
See RONALD J. GILSON & BERNARD S. BLACK, THE LAW AND FINANCE OF CORPORATE AcC-
QUISITIONS 740-41 (2d ed. 1995).

176. See Agreement by and among [Fashion Designer], Newco and [Netherlands corpo-
ration] (2001) [hereinafter Trademark Agreement], preamble (redacted to protect
confidentiality) (on file with author).

177. Id. §2.02.

178. Id. §§ 2.01, 7.01.

179. Id. § 4.01(e).

180. Id. § 7.04 stated:

(a) Newco shall have the sole right to apply for, reserve, register, prosecute, main-
tain and renew the [Designer’s] Trademarks worldwide at Newco’s expense. Newco
shall use all commercially reasonable efforts to maintain the validity of all registra-
tions and applications included in the [Designer’s] Trademarks . . . .
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agreement indicated that disputes would be resolved by International
Chamber of Commerce arbitration in New York'® under New York law.'®

In this fashion, the corporations and their lawyers coordinated other
decisionmakers’ actions and marshaled the corpus of national and inter-
national IP laws to support certain international IP decisions. The
Trademark Agreement favored the registration and recognition of trade-
marks under national systems, reinforced the protection of trademarks
against third-party infringers worldwide, and suggested that courts and
tribunals could be involved in reinforcing the standards it enumerated.

The law firm that prepared and negotiated the Trademark Agreement
subsequently designed a patent transaction in which a pharmaceutical
company organized under Swedish law (“Drug Company A”) licensed a
medical patent to a pharmaceutical company incorporated under Dela-
ware law (“Drug Company B”). This patent transaction repeated three IP
outcomes that resulted from the Trademark Agreement.

First, like the Trademark Agreement, the drug patent transaction also
favored the registration and recognition of IP under national systems.
Through an IP License Agreement, Drug Company A granted Drug
Company B a license to market and sell products containing Drug Com-
pany A’s patents in the United States and Canada, while retaining
ownership of these patents and their related know-how."” The License
Agreement provided that New York law governed the contract and that
disputes would be resolved through International Chamber of Commerce
(ICC) arbitration in Sweden.'® The companies’ lawyers also issued opin-
ions that the transaction complied with Swedish and New York law.'”

Second, the patent transaction repeated the IP decision in the Trade-
mark Agreement to protect IP against third-party infringers. The
Intellectual Property License Agreement promoted the protection of
these patents by requiring Drug Company A to deliver to Drug Company
B all nonprivileged correspondence between the U.S. and Canadian pat-
ent offices and WIPO relating to the validity, scope, and enforceability of

(b) [Designer] agrees to notify Newco promptly after she becomes aware of any ac-
tual or threatened material infringement, dilution or other violation of [Designer’s]
Trademarks. Newco shall decide whether to assert or file an Action against such ac-
tivities, in its good faith discretion . . . .

181. Id. §10.14.

182. Id. § 10.10.

183. Intellectual Property License Agreement Among [Drug Co. A} and [Drug Co. B],
§§ 2.1, 2.3 [hereinafter Intellectual Property License Agreement] (on file with author).

184. Id §§ 11.2,123.

185. Opinion of [Drug Co. A’s Counsel]; Opinion of [Drug Co. B’s Counsel] (on file
with author).
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their drug patents.' Echoing the Trademark Agreement’s provision for
the use of “all commercially reasonable efforts” to police infringers, the
agreement also called for a broad response to patent violations, stating
that the drug companies would “use protective measures that are com-
mercially reasonable and in no event less stringent than those used by
such Party within the Party’s own business to protect its comparable
know-how.”"*’

Third, the patent transaction reflected a decision to seek the assis-
tance of tribunals in resolving IP conflicts. The Intellectual Property
License Agreement provided that disputes would be resolved in accor-
dance with the Rules of Arbitration of the ICC.”™ A related Supply
Agreement, in which Drug Company A agreed to supply, and Drug
Company B agreed to purchase, specified quantities of the patented
drug,” provided for ICC dispute resolution in Sweden under English
law."™

These two typical IP transactions illustrate how corporate transac-
tions could collectively shape international IP law. The use and
protection of IP internationally among corporations tends to be coordi-
nated by contracts that consolidate expectations of appropriate behavior
according to the norms of states with strong IP protections. Where the
international regime effectively coordinates information about the own-
ership of IP rights, such as through national and international patent
registries, corporate transactions may rely on this international regime to
discover material information regarding the IP rights at issue. Corpora-
tions may agree to enforce IP rights against third parties under national
laws and in national courts, and to use applicable international mecha-
nisms if they are commercially reasonable. The repetition of such
corporate transactions could promote norms in favor of stronger IP rec-
ognition, protection, and enforcement.

C. Outcomes Allocate Power

Outcomes of IP conflicts allocate several different forms of power
over different periods of time. The purpose of this Section is not to item-
ize every way in which outcomes might allocate power. Its more modest
goal is to provide a few illustrations of this phenomenon.

186. Intellectual Property License Agreement, supra note 183, § 3.6.

187. Id §93.

188. Id. §10.2.

189. Supply Agreement between [Drug Company A] and [Drug Company B] (2004),
preamble (redacted to protect confidentiality) (on file with author).

190. Id. §§ 12.5,12.6.
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A piece of IP at its core is an idea or a piece of knowledge. When an
outcome allocates the use of IP, it effectively allocates the power that
comes with the ability to use or sell that idea or piece of knowledge. For
example, in the ongoing conflict between the United States and the Peo-
ple’s Republic of China regarding software piracy in China, China’s
continued failure to take enforcement measures against software piracy
siphoned $1.27 billion in software revenues away from U.S. entities in
2005."”" This is a substantial drain on the economic power of the U.S.
business sector and on the United States in general.

Additionally, when an outcome controls access to IP, it also controls
which participants may use that IP to create new IP, such as through the
incorporation of a patented software program into a more sophisticated
operating system, which could, in turn, increase power over other par-
ticipants who seek access to that new operating system. In the long run,
the allocation of IP can have even wider effects on power balances. For
example, access to life-saving medicines prevents population decimation
in some less developed states and protects their military and economic
power, which is determined in part by the population of able-bodied men
and women. Affordable access to copyrighted books may promote edu-
cation in a state and increase the pool of literate workers.

D. Changes to Power and Norms Lead to New Outcomes

In the dynamic evolution of the international IP system, the changes
to power and norms that result from outcomes, in turn, lead to new out-
comes. The various case studies in this Article illustrate this
phenomenon. The ECJ’s clarification of the norm limiting trademark
protection of functional designs caused national courts throughout the
EU to overturn previously inconsistent outcomes and to prescribe new
outcomes consistent with the EU norm."” Arbitration agreements in IP
transactions may, should the parties subsequently enter into an IP con-
flict requiring third-party dispute resolution, compel the parties in that
transaction to pursue international arbitration. Absent that agreement,
they would have to seek domestic judicial resolution of their conflict.

The strengthening of norms providing IP protection in TRIPS, which
reflected the balance of power in the Uruguay Round, has spawned nu-
merous outcomes in WTO dispute settlements in which member states
have generally complied with norms that previously were not as widely

191. U.S. TRADE REPRESENTATIVE, 2006 SpeciaL 301 REPORT 17, available at
http://www.ustr.gov/Document_Library/Reports_Publications/2006/2006_Special_301_Revie
w/Section_Index.html [hereinafter USTR SpeciaL 301 REPORT].

192. See supra Part I11.B.2.
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observed.” Additionally, the TRIPS outcome endowed WTO member
states with the power to impose trade sanctions on other member states
to enforce TRIPS norms.”™ This new ability to deploy economic power
in support of IP protection has been a pivotal factor in securing compli-
ance with [P-protecting norms once a WTO panel has adjudicated an IP
dispute."”

The Doha Declaration also integrated a public health norm into
TRIPS. This adjustment of norms provided the basis for a further out-
come: the 2006 decision of the WTO General Council to amend TRIPS
itself and put this amendment to a vote of WTO member states.” Addi-
tionally, the Doha Declaration increased the diplomatic power of less
developed states by strengthening the basis for their claims that there is,
or should be, a public health exception to TRIPS protections for patented
drugs. In this fashion, both the adjustment of power and norms in the
Doha outcome played a key role in the 2006 General Council decision to
amend TRIPS.

IV. STRATEGIC RECOMMENDATIONS

The typology of international law presented here assists participants
in devising strategies to achieve their IP policy goals. By appreciating
how power, norms, and outcomes interact, participants can determine
strategically which conflicts will affect power and norms most drasti-
cally and require their greatest attention. A private IP transaction may
not in itself affect norms, and corporations usually are not concerned
about the transactions beyond their immediate business goals. But
precedent-setting litigation before an institutionally legitimate body such
as a WTO panel or the ECJ may very well adjust norms and allocate
power, and corporations or state litigants should deploy significant re-
sources to achieve their desired outcome. Additionally, the Doha
experience demonstrates that norm-creating treaty arrangements may be
the thin end of the wedge that supporters of the norms contained in those
arrangements may use to widen the scope and application of the norms

193. See supra Part I11.A.3.

194, Compare TRIPS, supra note 10, art. 50, and DSU, supra note 46, art 22.2, with
WIPO Convention, supra note 10, Universal Copyright Convention, supra note 10, Paris Con-
vention for the Protection of Industrial Property, supra note 10, and Berne Convention for the
Protection of Literary and Artistic Works, supra note 10.

195. Cf. Charles R. McManis, Intellectual Property and International Mergers and Ac-
quisitions, U. CIN. L. Rev. 1283, 1286 (“The TRIPS Agreement is unquestionably the most
important development in international intellectual property law . . ..”); JoLLY, supra note 31,
at 67 (describing TRIPS as “the most far-reaching multilateral agreement on intellectual prop-
erty”).

196. See supra Part II1.B.1.
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in future trade negotiations. For this reason, participants need to deploy
power even at the early stages of international treaty negotiations to ob-
tain outcomes that adjust norms in their favor.

In addition to helping participants prioritize their IP conflicts, the ty-
pology of international law presented in this Article helps participants
devise strategies in these conflicts. By understanding how power and
norms determine outcomes, participants will be able to align power and
norms in support of their preferred outcomes. Participants may consider
three broad recommendations: (1) harness the power of NGOs, (2) lever-
age the internal constituents of participants, or (3) capitalize on conflicts
in which interests are at odds with previously stated positions.

Harness the Power of NGOs. The global HIV crisis has demon-
strated the immense collective power of NGOs. Their increasing role in
global disputes raises questions about whether there are sufficient con-
trol mechanisms to prevent abuses of their power. Nonetheless, in an
international IP conflict, participants could consider mobilizing NGOs
that are sympathetic to their interests. A less developed state might spon-
sor, through indirect entities, NGOs that could draw global media
attention to the human rights imperatives of that state. It could also pro-
vide informal links between NGOs so they can coordinate their efforts to
increase the access of the less developed state to IP. Conversely, an IP-
creating corporation could join a business association that lobbies its
government to champion its IP interests in trade negotiations.

Leverage the Internal Constituencies of Participants. Corporations
and governments tend to have internal constituencies with divergent in-
terests.”” In an IP conflict, when a participant faces the opposition of a
powerful corporation or government, that participant may leverage the
internal constituencies of the corporation or government that would sup-
port that participant’s preferred outcome. Take, for example, the ongoing
IP conflict between the United States and China. In 1995, even while the
U.S. government and IP-related corporations in the United States applied
pressure on China to improve its IP protections, U.S. aerospace compa-
nies were concerned that the U.S. strategy contemplating sanctions
would provoke retaliatory sanctions by China, limiting their access to the
Chinese aerospace market.”” As the United States came close to impos-

197. See supra Part 11.B.

198.  See Endeshaw, supra note 16, at 319-20 (noting that the U.S. aerospace industry’s
resistance to the U.S. strategy of sanctions to secure intellectual property protections from
China weakened the U.S. negotiating position); Susan Tiefenbrun, Piracy of Intellectual Prop-
erty in China and the Former Soviet Union: A Comparison, 46 BUFF. L. REv. 1, 31 (1998)
(noting that China exploited the divergence in trade goals of U.S. high-technology and aero-
space industries in its intellectual property negotiations with the United States); Evelyn Iritani,
Boeing Likely Loser if U.S.-China Talks Fail, L.A. TiMES, Feb. 24, 1995, at D1 (noting that
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ing sanctions on China for its IP record, it also sent a delegation of sev-
enty representatives to conclude thirty-four contracts and twenty-four
joint ventures on energy worth twelve billion dollars.”” Chinese policy-
makers who sought to lower IP protections could have offered U.S.
corporations lucrative joint investments in China in exchange for efforts
to lobby the Senate and the U.S. administration to moderate the U.S.
Trade Representative’s demands for stronger IP enforcement in China.
Conversely, the U.S. Trade Representative could urge Chinese IP-
creating companies with strong ties to influential Chinese government
officials to lobby these officials to increase IP protections in regions of
China where rampant IP infringement occurs.’®

Capitalize on Changes in a Participant’s Interests Over Time. A par-
ticipant may win over the support of other participants who would
normally oppose its preferred outcome by capitalizing on situations in
which those other participants’ interests are at odds with their previously
stated positions. For example, an IP user may increase its access to third-
party IP by emphasizing to the third-party IP creator the situations in
which the third party itself required, or will require in the future, the IP
created by others. In 2001, the United States and Canada nearly became
the victims of the TRIPS regime they had worked so hard to build. In
that year, anthrax-laced letters were circulated in the United States and
Canada. Fearing widespread anthrax attacks, both states sought to stock-
pile the anthrax cure, Ciprofloxacin. Ciprofloxacin was an expensive
drug produced by the German company Bayer, which was the sole patent
holder for the drug in the United States and Canada. Thus, Canada and
the United States both became IP users of Ciprofloxacin. In order to re-
duce the costs of Ciprofloxacin, Canada contracted with a Canadian
company, Apotex, to produce generic Ciprofloxacin at half the price
Bayer charged Canada.” The United States similarly threatened to

Boeing stood to lose a share of the Chinese aerospace industry to Airbus if the U.S. imposed
sanctions for China’s intellectual property record and China retaliated with similar sanctions).

199. See Endeshaw, supra note 16, at 317 (noting U.S. contracts were concluded with
China even when intellectual property-related sanctions seemed imminent). See also Tiefen-
brun, supra note 198, at 31 (noting that the U.S. policy of pursuing greater access to the
Chinese market while demanding more intellectual property protection continued into the
1990s); Steven Mufson, American Battle, Bargain with Chinese, WasH. PosT, Feb. 24, 1995,
at A17 (noting agreements on contracts even as Sino-U.S. tensions flared over intellectual
property disputes).

200. See USTR SpeciaL 301 REPORT, supra note 191, at 21-22 (noting that IP infringe-
ment was particularly rampant in Beijing, Guangdong Province, Zhejiang Province, and
Fujian Province).

201. See Debates of the Senate, 139 HANsARD 1428 (2001) (statement of Hon. Sharon
Carstairs) (Can.) (“I can confirm to all honorable senators that [Ciprofloxacin] has been pur-
chased [from Apotex].”). See also Amy Harmon & Robert Pear, A Nation Challenged: The
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import affordable Ciprofloxacin from other sources or produce its own
Ciprofloxacin.’” Faced with a breach of its patent by a powerful state—
Canada—and the potential breach by another, even more influential
state—the United States—Bayer agreed to reduce the price of Cipro-
floxacin to less than the price Apotex would charge Canada.™

In dealing with their own public health emergencies, the United
States and Canada became much more receptive to finding a public
health exception to IP protection under international law. After the An-
thrax experience, Canadian legislators began to increase their support for
a public health exception to TRIPS provisions.” It may also be more
than mere coincidence that since the Anthrax scare in 2001, the United
States has clarified that the IP provisions in its free trade agreements
(FTAs) with various states “do not affect the ability of the United States
and its FTA partners to take necessary measures to protect public health
by promoting access to medicines [in] epidemics as well as circum-
stances of extreme urgency or national emergency.”*”

At its core, international law—perhaps all law—continually adjusts
to and accommodates human interactions.” In human interactions, and
in the international law that results from these interactions, legal rules
are not all that matter. Power, interests, and norms—broadly con-
ceived—also matter. If one of the duties of the legal academy is still, as
it was over fifty years ago, to “blaze trails which public policy may later

Treatment; Canada Overrides Patent for Cipro to Treat Anthrax, N.Y. TIMEs, Oct. 19, 2001, at
Al.

202. See 148 Cong. REc. S4308-02 S4283 (May 14, 2002), (“After the Anthrax scare
... the United States raised the possibility of issuing a compulsory license for Cipro [sic]
...."); Zita Lazzarini, Access to HIV Drugs: Are We Changing the Two World Paradigm?, 17
Conn. J. INT’L L. 281, 293 (2002); Harmon & Pear, supra note 201, at Al.

203. See Debates of the Senate, 139 Hansarp 1630 (2001) (statement by Noél A Kin-
sella) (Can.) (noting that Bayer eventually sold Ciprofloxacin cheaply to both Canada and the
United States).

204. See Debates of the Senate, 139 HANSARD 1315 (2001) (statement of Svend Robin-
son) (Can.) (“We have seen the spectacle of the Minister of Health recently being prepared to
override patent rights of the Bayer corporation in a minute because of a possible threat of
anthrax in Canada [and yet the] government . . . is prepared to defend the multinational phar-
maceutical companies under the TRIPS agreement when they try to say they need the right to
protect their patents on drugs to fight HIV and AIDS.”).

205. USTR SreciaL 301 REPORT, supra note 191, at 11-12.

206. See REISMAN, supra note 87, at 2 (“Real law is generated, changed and terminated
continually in the course of almost all of human activity. . . . [and] part of every decision is
concemed . .. with the structure of decision-making itself.”). Cf. MARK TUSHNET, A COURT
DivipED: THE REHNQUIST COURT AND THE FUTURE OF CONSTITUTIONAL Law 360 (2006)
(“[T]he deepest truth about how constitutional law develops is that constitutional law is con-
nected to politics, and what happens in the wider political system . . . .”).
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follow,”*” then scholars should explicate not only how international con-
flicts are resolved, but also how the conflict resolution process itself is
constituted and what the aggregate consequences of outcomes may be in
this process. This Article’s theory of power, norms, and international law,
as applied to global IP, is a modest contribution to this enterprise.

207. Memorandum from Walton H. Hamilton to Charles Seymour, Yale University Pro-
vost (June 16, 1941) partially reprinted in HISTORY OF THE YALE Law ScHooL 116 (Anthony
Kronman ed., 2004).



