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Some background notes on the Proposed Enforcement Directive involving criminal sanctions for intentional IP infringements – a Perspective

Counterfeiting and piracy represent a serious drain on the proper rewards available to rightholders in the European Union and in this regard the Directive provides an important opportunity to harmonise and, where necessary, strengthen the enforcement of Intellectual property rights in Europe, notably in relation to the application of criminal sanctions.  

 
Against this background, it is vitally important for the economic well-being of innovation-based business in Europe that the Directive strikes the right balance between protecting the interests of rightholders without unfairly impeding others from competing in the same market.  The proposal in its present form does not achieve this balance and puts unnecessary barriers in the way of businesses involved in innovation in Europe.  In striking the right balance the Directive must avoid opening the possibility of burdensome and expensive U.S.-style litigation for companies (whether big organisations or SMEs) engaged in bona fide business activities in Europe.

The thrust of the draft Directive appears to be concerned with effectively combating counterfeiting and piracy.  Harsh penalties are entirely appropriate when piracy and counterfeiting are involved.  However, as it stands, the draft Directive does not discriminate between types of infringement involving counterfeiting or piracy and other types of infringement where there is no counterfeiting or piracy.  

These other types of infringement are in fact a normal part of the risk landscape faced by all businesses, especially those concerned with innovation.  It is a fact of life that launching any new product or service risks infringing third party patents or design rights. The way the product or service is marketed might also infringe existing trade marks.   This is part of the everyday risk of doing business and even the most diligent business cannot ensure or guarantee that its products or services will not inadvertently infringe third party rights.  These kinds of "good faith infringements" (meaning that counterfeiting or piracy is not involved) should not be subject to the harsher penalties (specifically criminal sanctions and double damages) proposed by the Directive and should preferably be outside the scope of the Directive altogether. 

Introducing such harsh remedies for good faith infringements would mark an unwelcome change from the current legal position the UK and other Member States.  It would present new risks and liabilities for companies conducting bona fide business in Europe.  These are risks and liabilities which do not exist in other parts of the world, and so would make Europe an unattractive forum for innovative businesses. This holds true not only for big companies but also for SMEs.  Indeed SMEs are potentially more at risk in that they are generally less likely to take 'patent clearance' advice before launching a new product, or undertaking other kinds of infringement risk analysis.

It is also noted that harsh remedies for good faith infringement put unduly strong weapons in the hands of a rightholder with a very weak, possibly even invalid right.  It would allow - arguably even encourage - a holder of such a weak right to hold a bona fide business to ransom because the threat of criminal sanctions inevitably change the whole dynamic of the business risk assessment and decision making process.  Further in cases of commercial dispute between parties where the ownership and potential infringement of Intellectual property rights is incidental to the main subject matter of the dispute, affording harsh remedies to the rightholder creates imbalance in the resolution of that dispute and an increased likelihood of an unjust outcome.

Accordingly the present Directive should be restricted to counterfeiting and piracy only.  Infringements not involving counterfeiting or piracy should be outside the scope of this Directive altogether.  This will necessitate clear definitions of "counterfeiting" and "piracy" to ensure they are distinguished properly from "good faith infringements" generally, and specifically to exclude patent infringements.
 

