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l. Intellectual Property in Modern Digital Era

1. A common sight of Intellectual Property
objects in Azerbaijan.

Intellectual Property

IP objects of scientific, "
technical and IP objects of

objects | objects >
J objects | | tragitional
g Inventions | _| Copyright cultural
Utility objects L Literary |_[Performs _expres-
models works sions) and
p— traditional
Industrial omputer - -
; ™ Musical Phonog- g
software . -
works rams

production area humanitarian area j
t 1 Integrated ] f
Industrial circuits Related Folklore
Copyright expres-

LR s sions

Sele_ction Databases
achieve- I_l Broad-

L. Art works
ments [ scientific L csstsdof
: publications SR
Identifica- casting
tion tools Textbooks, organiza-
(trademark .| scientific tions
setc.) reports etc.

1.1. 3 branches of IP:

a) Copyright and similar (including related) rights,

b) Patent rights (including trademarks),

c) Non-traditional rights (folklore (TCE) and
Traditional Knowledge (TK)).

1.2. IPR = exclusive rights for use (Superiority of right
holder), in some sense analogy of the concept of
“‘property” in material world.

1.3. IPR = Property (commercial) rights — (term) +
non-commercial (personal) rights — (permanent).
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1.4. Commercial rights belong to all kinds of IP
objects, non-commercial rights on the base of creativity -
to all kinds of works (copyright), inventions, utility models,
industrial designs (patent right) and layout designs of
integrated circuits (rights similar to copyright).

1.5. In non-traditional rights (TCE and TK)
commercial and non-commercial rights are inseparable
and are identified as property of Azerbaijani nation.

2. Creation of intellectual property (IP),
intellectual activity (IA), results of intellectual activity
(RIA) and circulation of knowledge.

1. IP is derived from knowledge and becomes the

source of knowledge.

2. Circulation of knowledge: IA — RIA — IP.

3. Objectively reflected RIA = IP or IPR.

4. Transformation of knowledge to non-material and

material blessings.

Non-material benefits - “Circulation of knowledge”  Material benefits

New knowledge and Objectifying of new
information Results of intellectual activity (RIA) )  knowledge and information
4 5
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Intellectual activity including v
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A Being acquired knowledge ¥
Obtained knowledge and and information Useage of IP object in the
information, their collection «— 1 — economit.:’al sphere
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Subject’s consciousness | objectively reflected RIA=IP=IPR | Objective really




It is the duty that creates the right and
not the right that creates the duty.
(Chateaubriand)

3. IP in civil-law space.

3.1. The reason for which IP is recognized: State
comprehends that the society takes benefit and profit (not
only respect to creators).

3.2. Principle of recognition of IP: Balance policy, a
set of compromises.

3.3. IPR — exclusive rights granted to creators of RIA
and right holders for protection of RIA.

3.4. Intellectual property doctrine of Azerbaijan: IP - is
a property completing independent institute and property
right.

3.5. IP — An integral part of civil law (non-material
blessing having property value (RIA)).

Civil law and its subject
/ \

Property Personal non-property relations Personal non-property relations
relations connected to property relations unconnected to property relations
1 2 3
Property right Intellectual property right Moral rights




4. Legislative base and disposal of intellectual

prope rty .
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2 protection lines protecting IPR in Azerbaijan:
4.1. | line — 8 indicated Laws and provisions of

relevant Codes.

4.2. Il line — 2 Laws — Laws «on Unfair Competition»
and «on Trade Secret».



Il. National copyright system of Azerbaijan

1. Main goals and principles of copyright in
modern era.

1.1. Main goal comes forward from social
usefulness of copyright — providing balance of right
holders interests and fair use doctrine serving for this
goal (balance between encouragement of creative results
and free use for social needs).

1.2. Analyze shows that copyright history of XIX-XX
century is harmonization of legal norms to constantly
changing technologies (Telegraph, photo, radio, writing
equipments, computer, Internet).

1.3. «Internet changes everything and if copyright
stands on its way, it will also change» (E. Samuels).
Actually, modern changes of copyright are related with
digital image of copyright objects and internet
technologies and those changes are the following:

- Formation of interactive right, change of essence of
‘copy” concept and development of “availability” concept
instead (Usually through violation of rights);

- development of “fair use” concept;

- development of technological enforcement means
and severe regulation of “fair use” through them (usually
infringement);

- impact of “techno creativity” derivative works
including fragmentation, mixing, multiplication, digital
sampling, animation, mash-ups, etc. Over “originality”
criterion;

- impact of interactive distribution servers (Wikipedia,
Facebook, MySpace), platforms (YouTube, Flickr) and
blogs (Twitter, P2P, Bit Torrent) on piracy.

1.4. Along with that changing trends in the macro
environment of copyright:



= Economic transition from materialism to non-
materiality (at the moment 20% are material and
80% non-material assets and this tendency is
continuing rapidly);

= Expansion of coverage of internet and migration of
IP objects (especially those protected under
copyright) to global net (“Internet for Things”,
“Cloud calculations”, Facebook, “Twitter” etc.);

= Geopolitical transition of knowledge
technologies from West to East (the share of
investments to knowledge creating researches
have been 24% in 1999, 32% in 2009 and
increases gradually);

= Political transition of IP from official circle
(government  bodies) to  non-governmental
subjects (for example SOPA, PIPA, ACTA -
rejection of draft Laws).

1.5. As a rule, Copyright system of Azerbaijan takes

into account indicated issues.
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2. Let’s have a look to circulation of content for
example (with circulation of knowledge).

2.1.
New results of creative activity 1
Accom- | | Digitiza- | | Copyri-
Processing of content or its moda- tion ght and
fragments, including mixing tionina [/ Crea- 4 related
(reshape the known content digital tion of rights
or its fragment) network | | content | | objects

Fragmentation

Selected contentsor | | Available content or

its fragments its fragments

Virtual world (cyberspace)
Subject’s consciousness

servers, platforms and

Impact of sharing

blogs

2.2. Here:

7
A X4

X/
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7/

Content — is the meaning of IP object which is
digitalized, networked ready to be distributed and
not restricted by its form.

Decreasing the importance of the form of
presentation of object and accenting on the
meaning in content.

Production  and processing of  content
(reproduction), fragmentation etc. is provided
through creation of new forms as a result of
operations between itself and parts and interactive
distribution.
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3. National legislative base of copyright and other

similar IP rights.

Direct protection
line of rights

Law “on Copyright
and related rights” —

(1996)

Law “on Legal

protection of

topographies of —

integrated circuits”
(2002)

Law “on Legal

protection of

Azerbaijani folklore —

expressions”
(2003)

Law “on Legal
protection of data
collections”
(2004)

Law enforce-
ment line

Indirect and other
protection line of rights

Law “on Enforcement
of IP rights and fight
against piracy”
(2012)

—| Law “on Unfair competition” ‘

—| Law “on Commercial secrets” ‘

Civil, Civil-procedural,
Administrative Errors,

| Criminal and Criminal-

procedural Codes
(1996-2013)

Law “on Entrepreneurship”

Law “on Culture”

Law “on Theater and theater activity”

Law “on Cinematography”

Law “on Telecasting and radiocasting”
Law “on Mass Media”

Law “on Publishing”

Law “on Advertisement”

Law “on Architectural activity”
Law “on Electronic trade”

Law “on Electronic signature and
electronic documentation”

Joining to International Treaties related
with Copyright

WIPO
Berne Convention '—

Geneva
Convention

Rome Convention '7

Internet
Conventions
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3.1. Copyright Agency.

STAFF OF THE AGENCY

Department of Registration of Rights and Legal Supply
I I

Law IP Rights Legal Consultation and “Enforcement”
Division Registration Division «hot line» Service

’7 Department of International Relations and Information Supply |

International Relation Division Information Center

I— Department of Economy and Finance —‘
I I

IP Economy Division Finance Service Setvice of Control of Organizations of Right Holders

,— Department of General Questions —\

Service of civil servants Service of Management

Center for Enforcement of IP Rights under Copyright Agency

Service for fight against Service for digital rights Service for formation
piracy and control marks management of IP culture

3.2. Copyright Agency.

State Services (5 services) have been joined to E-
Government portal. Users (authors) use services through
portal easily and it facilitates relevant procedures.

Mutual relation with other organizations:
State Committee on Standardization, Metrology
and Patents 1
State Customs Committee 2
Ministry of Economy 3
Ministry of Taxes 4
Ministry Culture and Tourism 5
Ministry of Education 6
Academy of Sciences 7
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» Ombudsman 8

» Courts and law-enforcement bodies 9

» Right holders, non-government and local self-
governance organizations 10

EU
TACIS,
UNESCO TAEIX,
TWINNING i
WIPO Council

on I[P

6. Main goal of Agency:

Agency has been established in order to provide
participation and implementation of common state policy
in the field of intellectual property rights to copyright,
related rights, layout designs of integrated circuits, data
of compilations, Azerbaijani folklore expressions
(traditional cultural expressions), and other intangible
cultural heritage expressions; normative regulation and
control of field; coordination of activities of subjects in
field; and provide transparency.

Main goal of Agency is to provide efficient activity,
sustainable development and transparency of intellectual
property rights area in the Republic of Azerbaijan; to
protect intellectual property rights belonging to authors,
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right holders and Azerbaijani nation; to increase impact of
intellectual property protection field over knowledge and
information society; and to base on advanced principles
and standards in intellectual property regulation field.

7. Activity directions of Agency:

Participation in formation of common state policy in
the field of intellectual property rights and ensuring
implementation of this policy;

Adoption of normative acts related with regulation of
intellectual property rights field, participation in
preparation of drafts of relevant legal acts, relevant
concepts and targeted programs and ensuring their
implementation;

Ensuring control provided by legislation over
protection and enforcement of intellectual property rights,
conducting monitoring, accreditation of area subjects
collective management organizations and receipt of their
reports, rendering service to right holders which are legal
entities and to producers who produce goods containing
intellectual property, coordinating their activities and
preparing analytical references about field;

To prepare the proposals on improvement the
legislation for the purpose of changing the intellectual
property to capital, on creation the more useful legal
situations for activity of creative people and other right
holders in the sphere of science, literature and art and on
creation of new forms of social and economic activity by
public use in accordance with demands of society and to
take necessary measures;

To take relevant measures in order to provide
ensuring legal protection of intellectual property
expressions belonging to Azerbaijani nation — folklore
expressions (traditional cultural expressions), traditional
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knowledge and other types, to fight against their
misappropriation and infringements and to take measures
regarding this;

Improvement of normative and methodological
documents belonging to intellectual property field in
accordance with scientific and technical potential and
international experience for the purpose of improvement
of investment climate directed to the development of
creative industry field of intellectual property rights field
and based to increasing role of intellectual property in
modern economy; regularly identifying the share of
creative industry in GDP of country and conducting
analyses: also rendering services in the field of
evaluation of intellectual property assets;

To organize and to implement protection of rights on
digital nets (internet and intranet) with the aim of
regulation of development of electronic trade and digital
information technologies, to prepare proposals on
creation of mechanisms regarding protection of rights to
new objects of intellectual property emerging from this
direction and to take relevant measures;

Organizing state registration of intellectual property
objects belonging to right holders including Azerbaijani
nation, creation of national information system on right
holders and users, and taking relevant measures for its
regularly improvement;

Ensuring and organizing realization of intellectual
property rights of right holders; registering collective
management organizations about their activities which
are under state registration and accredited at Agency;
preparation of normative and instructive documents and
annual summaries about their activities; rendering other
services and having control as provided in legislation;
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Organizing and implementation of issues regarding
submitting international standard identification numbers
to right holders with the aim of protection of intellectual
property rights, to provide preparation of control marks
and delivering them to users, controlling the market
regarding the use of them, rendering assistance to
implementation of customs control on the base of
customs bodies appeal according to the rules provided in
legislation while the goods containing intellectual property
objects passing through customs borders;

Ensuring the application of common information
system in the field of intellectual property field,
awareness of people regarding its activity, creation of
internet portal, placement of public information that it has
and of which list has been identified by legislation in that
portal, and regularly updating that information;

Ensuring international exchange of intellectual
property within its competence, and cooperation in this
area,

Participating in formation of intellectual property
rights culture, organizing trainings for different types of
right holders and users in the field of intellectual property
rights, ensuring capacity building and awareness raising
also fulfilling other duties foreseen in the legislation of the
Republic of Azerbaijan.

8. Strategic goals of the National Copyright
system

8.1. Decree number 800 of the President of the
Republic of Azerbaijan dated to 29" December 2012:
“‘Azerbaijan 2020: Look into the future” Concept of
Development.

“Modern Challenges” part: “...the importance of
intellectual property, the main mission of which is to
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stimulate creativity and innovation and support the
regulation of the market, will also increase”.

“Strategic View and Main Priorities” part: “The
preservation of cultural heritage, its effective
management, the protection and enrichment of new
creative results... has been accepted as main priority
within Concept and... relevant political measures have
been provided to be taken”.

From chapter 4.2 “The improvement of the
economic structure and the development of the non-
oil sector” of “Towards a highly competitive
economy” part: “Measures will be taken to encourage
intellectual activity, create favorable conditions for
investment in innovation and creativity, ensure the
sustainable development of a creative economy based on
intellectual property and increase its share in the
country’s GDP”.

From chapter 4.3 “Support for scientific potential
and innovative activity” of “Towards a highly
competitive economy” part: “The determination of links
between economic goals and reserves, knowledge and
the duties of the cultural sphere, and the development of
information technologies will help develop innovative
potential reflected in the National Strategy on Intellectual
Property and the related State Program in the long-term”.

From “The development of information and
communication technologies and ensuring transition
to an information society” part: “due to the migration of
many facilities protected from mutual interference
between ICT and intellectual property and by intellectual
property rights, a system will be created to manage digital
rights based on the provision of services in the format of
online licensing and one stop shops”.

18



From chapter 7.2 “The formation of a modern
education system” of “The development of human
capital and social spheres” part: “Open Education
Resources operating free of charge will be created, and
these resources will be integrated into the education
process and relevant free use with copyright licenses”.

From “The improvement of legislation and
strengthening of institutional potential” part:
“Legislation will be improved and effective measures will
be taken against copyright violations, including piracy and
counterfeit products”.

From “The protection and effective management
of cultural heritage” part: “Taking into account the
illegal misappropriation and groundless losses of integral
parts of non-tangible cultural heritage, additional
measures will be carried to maintain creative
achievements and innovations generated collectively and
handed down from one generation to another and include
samples of folklore and traditional knowledge on the
UNESCO special list. Also, national legislation in this
sphere will be maintained in a complex manner, copyright
and related rights will be protected and participation in
the application and development of the international legal
base will be ensured. Centrically digitalization,
safeguarding, legal protection and exchange with
International Organizations and relevant agencies of
foreign states of cultural wealth belonging to Azerbaijani
nation including cultural heritage which is under public
domain and other intellectual property expressions which
are preserved in museums, libraries and archives will be
ensured”.

8.2.

» In the Order Ne 359 of the President of the

Republic of Azerbaijan dated to 2" April 2014 on
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affirmation of “National Strategy on development
of information society in Republic of Azerbaijan for
2014-2020 years” it is indicated that state provides
protection of copyright and intellectual property
rights.

» «Order of the President of the Republic of
Azerbaijan on Approval of the State Program for
the implementation of the National Strategy for the
Development of Information Society in the
Republic of Azerbaijan for 2016-2020 In Action
Plan No. 2345 of 20 September 2016 (5.2.
«Development of high technology sector » part):

Taking measures for preparation State Committee on
and implementation of proposals Standardization,

on improvement of Metrology and
commercialization mechanisms of | Patents, Ministry of
scientific research results and Communication and

obtaining patent in the field of high | High Technologies,

technologies Copyright Agency,
Azerbaijan National
Academy of Sciences
(2016-2019)

Creation of digital rights Copyright Agency
management system based to (2016-2017)
granting permission for the use of

objects protected under

intellectual property rights in “one-

stop-shop” format and online in

global digital network

Taking measures for preparation Ministry of

and implementation of proposals Communication and
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on development of high High Technologies,
technologies products market Ministry of Economy,

Ministry of Education,
Copyright Agency
(2016-2020)

8.3.

» From the Action Plan of the "Strategic Road Map
on Development of Heavy Industry and Machine
Building in the Republic of Azerbaijan", Decree Ne
1138 of the President of the Republic of
Azerbaijan dated December 6, 2016 "On Approval
of Strategic Road Map on Major Sectors of
National Economy and Economy" (3.2
«Harmonization of management procedures to
international standars» part):
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[ll. Copyright Agency with figures and facts
(last 5 years: 2012-2016 years)

1. Updating of legislative and normative-legal
base.

1.1. Long-term National Strategy of Copyright and
other similar intellectual property rights.

Retrospective _ A model of o N Hierarchical

model - " | targeted demands | - model

Determination of Determination of aim and Decomposition of purposes,
evolution factors indicators of future needs identification of functional

through expertise subsystems and elements

IP development prediction
at the international level

Research prediction of the

possible level of development Strategy

of the IP national system

Research and normative
(purposeful) prediction of
IP needs

Current Desired

situation situation

Prediction of program
components

.| Prediction of resource Program (system)
estimation State Program
(Tool directed to implementation

of National Strategy)

Prediction of
=p- implementation duration .
of measures Action Plan

Prediction of
p environmental impact of
the action program

v’ Strategy — identification of long-term development
directions established on the base of development
goals.

v" Program — Complex of actions aimed to achieving
targets and goals of strategy.
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v 14 functional directions, 30 common functions and
90 actions appropriate to 30 goals of National
Strategy.

v’ Initial draft of National Strategy has been affirmed
in 2012 and implemented on the base of State
Program for 2013-2016 years.

v' In 2016 National Strategy has been harmonized
with Concept of Development “Azerbaijan 2020:
look into the future” and State Program for 2017-
2020 has been prepared at the moment.

1.2. For the purpose of improvement of legislative
and normative legal base 29 acts have been adopted,
draft of 20 acts have been submitted for affirmation
including 18 documents about Laws and 26 documents
about normative-legal acts.

Adopted legislativeactsg 2012 2013 2014 2015 2016  Total

including (adop (adop (adop (draft) (draft)
ted) ted) ted)

Laws 2 5 3 8 18
Decrees of the President of 2 1 1 2 6
Azerbaijan
Orders of the President of 6 1 7
Azerbaijan
Decisions of Cabinet of 5 2 5 12
Ministers
Orders of Cabinet of Ministers 1 1
Decisions of Copyright Agency 1 1
MoU between Government of 1 2 3

Azerbaijan and WIPO and
bilateral interstate agreements

Total 5 18 5 10 10 438

23



Within the frame of adopted documents:

= Law «on Enforcement of intellectual property
rights and fight against piracy», changes to
Administrative Errors Code and Criminal Code
regarding this, a number of Decrees and Orders of
the President of Azerbaijan, Orders and Decisions
of Cabinet of Ministers, modern changes to
Agency administered 4 Laws and normative-legal
acts;

= 5 normative-legal acts regarding issuance of

control marks and international standard
identification numbers;

= Concept regarding open education recourses and

Actions Plan regarding “online” licensing on digital
rights management and “one-stop-shop” format
services etc.

= Laws “on Protection of rights of broadcasting

organizations on digital networks”, “on Collective
management organizations including on digital
networks” normative —legal act “on the share of
creative industry in GDP” and others of which
drafts are under consideration.

1.3. During 2012-2016 years 208 comments and
suggestions regarding intellectual property to Treaty and
Agreements  (Intergovernmental, by Ministry and
Committees) which are planned to be signed have been
submitted, together with European Commission one
Twinning project has been implemented for increasing
efficiency of fight against piracy, and new twinning project
related with digital rights and national digital aggregator
has been planned for 2017-2019 years.

1.4. For improving state management and regarding
structural reforms amendments to 9 Laws, Charter of
Agency draft of 2 normative-legal acts and brochure
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named “Notes about Legal entities of public law
(experiences of a number of countries of Continental
Europe and post-Soviet countries)” has been prepared.

2. Registration of works and other intellectual

property objects.
2.1. Azerbaijan is the first and only country within CIS
region that conducts state registration of works and other

IP objects.
Registration of works during 2012-2016:

General registration 722 557 479 663 ‘ 494 2915
Electronic (online) registration 7 21 29 40 49 146
Registration of agreements 14 23 10 13 12 72

Total 743 601 518 716 555 3133

2.2. Structure of registered works (1996-2016
years).

045 011% 5.50%

30.00%

21.41%

25.42%
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Musical — 30%
Literary, including
software — 25,42%

B Musical - 3300
B Literary, including software - 2768

O Scientific & educational - 2331

Scientific & educational — 21,41%
Design and decorative — 8%
Compilations — 3,5%

Multimedia works — 0,78%
Phonograms and castings of
broadcasting

organizations - 0,38%

Databases — 0,11%

O Design & decorative - 873
B Compilations - 387

B Multimedia works - 85

B Phonograms and castings of

broadcasting organizations - 42
O Databases - 12

B Audiovisual - 497
B QOthers - 604

Audiovisual — 4,56%
Others — 5,5%

2.3. Right holder whose work is registered is granted
certificate of which sample is confirmed by relevant
executive power. In case of dispute, in the absence of
other evidences, certificate on registration is recognized
as presumption of authorship by court.

r ‘ }
COPYRIGHT AGENCY { COPYRIGHT AGENCY

OF THE REPUBLIC OF AZERBAILJAN OF THE REPUBLIC OF AZERBAILJAN
|
Copyright Agency of the Republic of Azerbaijan
7R~ Nl
1) \ l\\ " \ ‘\\
L/ \ g,/
< 2.7 \Q.:;,{
-~ =3
CERTIFICATI STATE REGISTER
2l 1IN D )
ONTHE REGISTRATION OF WORK ON THE REGISTRATION OF COPYRIGHT |
AND RELATED RIGHTS OBJECTS
No
BAKI {
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2.4. «Registration» system has been connected to
e.gov.az portal, has been integrated with other systems
and allows Agency to conduct registration of following
objects within the frame of “State services”.

State Services

i Data collections
Data collections
protected under protgclted tmtier
i special protection
copyright are : _
rggis?ered (sui generis) are
' registered.

2.5. The sequence of registration within the frame of
“state services” is like following:

Online payment

v
. -
Portall
2O
\s'~‘°“0 l
e
S Copag
services

& Author
register fee ;
9 v
User staﬂs(ics\ €.copag.gov.az Azericard|
User Portal:7 g\j - processing|
Al statistics —

T API payment details T

accept or reject

user identity
token auth

gister user identity online payment

regi oK
user I:>e-p%o¥:‘z = ecopag.gov.az [, > Azericard [, _~> e.copag.gov.az
T registered

State services
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2.6. General registration system can be used as
indicated below:

STATE SERVICES

B v =L

REGISTRATION SYSTEM

d

APPLICATION E.COPAG.GOV.AZ
/ }
OPERATOR
p—— B opeRaTOR
¢ ‘CONFIRM A‘II"I:‘N "0: \

PAYMENT REGISTRATION APPLICATION
DATABASE

CONTROL

Conducting the registration system
through traditional and electronic services

2.7. Registration program has been located on
http://geydiyyat.copag.az/ address and allows to obtain
informations indicated below:

&

certifica-
tes

" REPORTS |
GENERATED

On pass-
words

i lian'g"ua
Information taken from “Registration” database

ges
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http://qeydiyyat.copag.az/

3. Innovative development: the role of Agency in
transformation of IP to important tool.

% Economic achievements obtained in last 13 years
in Azerbaijan is based on reforms implemented
answering to modern challenges, and to
“Azerbaijani model” of Mr. President Aliyev
oriented to future.

This model is based on durable economic reforms
and differentiation of economy, development of non-oil
sector. That's why economy of Azerbaijan faces minimal
loss in post-oil cycle.

"Azerbaijani model" is a development model that
stimulates the development of business environment and
investment and it is not accidental that in the Doing
Business 2017 report (190 countries), Azerbaijan is one
of the 29 countries that conduct 3 and more reforms in
the world.

% As a continuation of these, it has been identified

as one of the key strategic goals in the following
years to minimize the dependence of the economy
from oil and to transform it into a competitive
national economy based on entrepreneurship
development and to ensure innovative
development in line with advanced international
experience.
12 Road Maps has been affirmed with the Order
number 1138 of the President of the Republic of
Azerbaijan “on affirmation of strategic road
maps on national economy and main sectors
of economy” dated to 6th December 2016.

In one of road maps An Action Plan, implemented by
the Copyright Agency together with other relevant
authorities in one of the road maps (Strategic Road Map
for the Development of Hard Industry and Machine-

X/
L X4
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building in the Republic of Azerbaijan), and on the other 3
road map, the creation of a business environment that is
protected by intellectual property rights (Strategic
Roadmap for the National Economic Outlook of the
Republic of Azerbaijan), increasing the awareness of
copyright protection issues ("Strategic Road Map on
Development of Telecommunication and Information
Technology in the Republic of Azerbaijan™), and the Law
of the Republic of Azerbaijan "On the Protection of
Intellectual Property Rights and Anti-piracy” ("Strategic
Road Map for the Production of Consumer Goods at the
Level of Small and Medium Enterprises in the Republic of
Azerbaijan™) within the framework of the legislative
framework in the field of innovation has been noted.
% Moreover the Order of the President of the
Republic of Azerbaijan "On Additional Measures to
Increase the Availability of Business Environment
in the Republic of Azerbaijjan and Further
Improvement of Our Country's Position in
International Ratings" has been adopted (13 July,
2016).
+ On the base of these support activity of Copyright
Agency is established in following directions:

3.1. Innovation, innovative activity and
commercialization of technologies.
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= Novelty - New strategy, business model,
orgstructure, marketing style, process, technology,
product of Intellectual activity result or their any
combination.

= Innovation — is practical application of innovation
in order to generate economic income.

= Innovation — is the effect of innovative activity (a
new or improved product or technological process
put on the market).

= Innovation process — creation, mastering and
dissemination of innovations consisting of
consecutive stages.

The aging and

conventionalism

|

n The . . . The ordi

Innovation . The implementation  The diffusion S orcnaly
| generatlory P / innovation

The analysis of
problems,
development of

The practical Repetition of
implementation innovation,

of innovative replication and

offerings with spread to other
the introduction objects

solutions, a selection
and evaluation of
innovative proposals

IP objects — result and relation of innovation activities

Innovation
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3.2. Solow model: economic growth and taking
into account of technological achievements (TN) in
economic growth.

Technological innovations and
technical progress (TI#£f(K,L))

Economic growth

> Y=AF(K, L) =AK*L?; A-TNindex (factor);

» Solow splitting: AY/ Y = AA/A + aAK/K + +
BAL/L; (a + B < 1) — Capital and labor elasticity
ratios of the Kobb-Douglas production function;

» Economic growth rate = growth rate due to

technology + growth rate of capital accumulation +

+ growth rate through labor costs.

Researches conducted by Agency:

GDP Main funds Population involved
Years (mIn. manats) (mIn. manats) in production
(thousand person)

12522,5 33939,3 4062,3
18746,2 40641,2 4110,8

28360,5 50183,0

40137,2 SICEI 42155

35601,5 61436,6 4271,7

Y

42465,0 66659,5

52082,0 74186,4 4375,2

54743,7 84262,4 4445,3
58182,0 SO 45212 |

59014,1 110677,9 4602,9

S sassat | 1203145 | derie |
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Growth rate thanking to technology

» a+B=05+05=1: AAJA=0,031 - 3,1% ;

» a+B=0,17+056<1: AA/A=0,0711 - 7,1% ;

» a+B=0,1+09=1: AAJA=0,075—>7,5% .

Growth thanking to technology has resources.

3.3.

* In modern times, the priority of innovation
development is technology commercialization, i.e.
marketing of innovation, delivery of innovation
products to consumers.

» Process of commercialization of innovations:

The formation of
The evaluationand  financial resources

Confirmation The creation and
rights to implementation

selection of ideas (includingthe search . ) . )
innovation of innovation

for investors)

= Commercialization directions:

The stimulate the creation of new innovative enterprises
(start-up companies)

The Improving the opportunities of use of innovation
commercialization by small and medium-sized enterprises

Accelerating the rate of expansion of cooperation between
universities, public research organizations to the private
sector and the industrial sector

» The listed directions require the improvement of
the legislative framework and / or regulatory and
legal regulation in the field of research and
innovation, and international experience creates
the need to pay attention to the following issues.
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Current problems in the sphere of legislation

and regulatory
= The Agency has reported proposals on the current
issues.
3.4. Forming of IP policy at Universities (R&Ds).
« The Agency has conducted two international
symposiums (with WIPO) and 1 national round

table in the last two years, delivering 3 methodical
aids to interested parties.

Kamran Imanov

AZBRBAYCANIN UNIVERSITETLORIND® VO UNIVERSITET V8 ELMI-

P A e

ELMI-TBDQIQAT MUBSSISBLBRIND® 8QLl TEDQIQAT IDARSLERI UCUN
MOLKIYY®T SAHSINDBKI SIYASBT BOLIMULKIYYST SAHBSINDS
INDA SIYASST HAQQINDA

NUMUNBVI 8SASNAMB

pr Azarbaycan Respublikasinin
MODEL INTELLECTUAL universitetlorindo aqli

O NONUTUKE B OBNACTH UC

PROPERTY POLICY FOR miilkiyyatin vo elmi-tadgiqat
mw:g%?:mw szn:cmx UNIVERSITIES AND RESEARCH foaliyyatinin dostoklanmasinda
YUPEXOEHUSX ASEPEAVIKAHA INSTITUTIONS Muollif Hiquqlan Agentliyinin

rolu (Innovasiyals inkigaf va

TUNOBOE NONOXKEHWE O _ universitetiarda (elmi
NOMMTUKE B OBNACTH mt@wwdoémmf{:arm 4

A ommersiyal | i) 4

ON THE INTELLECTUAL PROPERTY VHTENMEKTYANLHOM relylegnes yolan) g
POLICY AT UNIVERSITIES AND COBCTBEHHOCTM A _
YHUBEPCUTETOB W HAYHHO-
SCIENTIFIC-RESEARCH INSTITUTIONS VMCCNENOBATENbCKUX
OF AZERBAJAN YUPEXAEHNMA

CE | =

* As a result of the Agency's research, the following
issues have been reflected in the listed
documents:
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- Experience of leading universities of the US and
Europe regarding intellectual property policy;

- Providing WIPO's methodological guidelines and
publications on these issues in Azerbaijani language;

- The indicators of IP and innovation of Azerbaijani
Universities in the Global Competitiveness Index (2013-
2014, 2014-2015, 2015-2016, 2016-2017) and Global
Innovation Index (2014, 2015, 2016);

- Roadmap on IP policy formation (IP Coordinator,
Collection of documents for Coordinator developed by the
Agency, training courses, Preparation of statute on IP
policy, IPR division, etc.).

- As an example, from the "Statute of Intellectual
Property Policy™:

Deduction tree of affiliation of the IP and division of
rights to IP in universities

IF creators Categories | IP and IP rights cwners
of creators

University

1. Unihversily (IF)
2. Under agresmant fsens wiih ihird
parson (IF rights)

Fights g parson .
(sponsar) in #he amount of 'F_ rightz ghen
hailion fee o Unhrarsiiy

1. Unhvarsiy (IF)
Z. Under agresment isms(iP righty

1. Unhversiy (IF)
2. Under femms of ihe agresment

rr—— with third person (IP rights)




Additional exceptions for copyright: The works protected
by copyright on the basis of the Institute's specific
assignment or with the sponsor's support of the research
contract or third party contract isotherms, at which the
provisions of the relevant contracts shall be taken into
account.

3.5. Important steps taken by the Ministry of
Education, ANAS and the Science Development
Foundation.

>

In 2015, the Ministry of Education and in 2016
ANAS joined the Thomson Reuters system and
the Department of Copyright and IP was created;
In 2016, the launch of technologies for
transmission of technology and the results of
intellectual activity in a number of universities
(Economic University, Oil and Industrial University,
etc.);

The Science Development Fund ensured the
registration of grant projects at the Agency;

WIPO and Azerbaijan launched "National project
on intellectual property policy at universities and
R&Ds";

Within the framework of cooperation with the
Ministry of Education of the Republic of
Azerbaijan, the Ministry of Education acquired IP
rights from publishing houses on the basis of
proposals from the Copyright Agency and
introduced electronic textbooks as an open source
education on the Internet based on the CCBY
license.

Results:
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» Cooperation with the Science Development
Foundation under the President of the Republic of
Azerbaijan.

Number of certificates issued to the State Register,
registered in 2010-2015 — 1089 (180 projects per year

in average)
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3.6. Support for IP policies in small and medium
enterprises (SMEs).

As indicated in “Recommendations” (2008) of the
WIPO on the role of small and medium
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entrepreneurship (SME) in the CIS countries
(hereinafter "Recommendations”):

* In some areas, the CSOs have significant
advantages over large enterprises, especially in
the development and implementation of
innovations (returns of investment exceeds 2
times);

* The reasons for the advantages are the according
to the "Recommendations™:

- the availability of more favorable conditions for

small entrepreneurship to have individual character;

- creativity in the small entrepreneurship, which is
inherent in large enterprises, away from the hierarchical
structure, directing to liberty;

- where the creator (inventor), the proprietor and the
manager are normally present in a single entity, thereby
removing the major contradiction of corporate
governance,

- The introduction of new information technologies
serves to create conditions that existed only in large
enterprises, and so on.

International experience confirms them:

» According to research, XX are the leading
inventions of the US and Western Europe, ranging
from 58 to 46 individuals and small innovative
firms, according to the National Science
Foundation in the United States, firms with up to
500 employees per $ 1 research brings more
innovation (over 10,000 employees) than any large
company.

» The main organizers and users of technical and
technological innovations are enterprises of the
SMEs sector and their innovation activity is that
the number of employees per capita is four times

38



higher than the size of large organizations. The
innovation activity of a small entrepreneurship
sector (the number of patents issued per
employee) is approximately 16 times higher than
that of large enterprises.

» According to the information of US National
Science Foundation, the share of SMEs among
science-intensive companies is 89%. Among
Western European industrial companies of
innovation businesses, 75% in Ireland, 66% in
Germany, 49% in Finland, 46% in France, 40% in
Italy and 39% in the UK.

» Small enterprises are noticeably increasing in the
field of innovation, while supporting them in the
United States, in 1982, the "Small Business
Innovation Development Act" was adopted in 1992
and was amended in 1992. The main directions of
this Law:

- Stimulating technological innovations;

- Involvement of SMEs to state orders for scientific

research and development works;

- Support for attracting talented people with
technological innovation;

- Assistance to the private sector on the
commercialization of the results of scientific research and
development works carried out on the basis of Federal
orders;

- Inclusion of innovation sector into firms 'qualification
list of small businesses' private research that provides for
US national needs.
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Finally, the most important thing is that studies
show that there is correlation between the number of
SME enterprises and GDP per capita.

* Nevertheless, innovation activity of small

entrepreneurship in CIS region is insufficient for
70%, whereas in large firms this activity is defined
as only 40% insufficient.

Azerbaijan: It is defined as the criterion for SME
subjects:

Category of Average number Annual revenue
entrepreneurship of employees
subjects by size

Small entrepreneur up to 25 persons up to 200 thousand manats
Medium entrepreneur from 25 to 125 persons from 200 thousand to
1250 thousand AZN
Large entrepreneur 125 persons and above 1250 thousand AZN
and above

According to the criteria, 1% of registered legal and
physical entrepreneurship subjects registered in 2015
are large, 2% - medium and 97% are small
entrepreneurs.

» By mid-2016 there were more than 83,000 KOS
units in the non-oil sector in Azerbaijan, ie the
number of individuals and legal entities (79.7% of
private businesses); but their share in the UDM
was only 5.8%, the share in the value added was
5.8%, and the gross profit was 0.7%. The following
graphics demonstrate what is said:
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Source : State Statistical Committee of the Republic of Azerbaijan

>

In the background of such weak economic
indicators, SMEs attracted 6.5% of the active
population.

Thus, the labor productivity in this area is very
low, while SME’s structure is abnormal: 37% - trade,
12.1% - construction, 10.7% - agriculture (whereas more
than 40% population now lives in the regions with a
traditional interest in agrarian sector).

7
A X4

@
£ %4

L)

However, according to official statistical
information, as of the situation for January 1st,
2016, 12% of legal entities registered in the
country are small businesses, while their share in
GDP is 4%, employment 6.3%, and production
(service) 9.6 percent.

Apparently, the share of private entrepreneurs and
small enterprises in the GDP, which constitutes
99.2 percent of entrepreneurship entities in the
country, is very small.

"Strategic Road Map on Production of Consumer
Goods at the Level of Small and Medium-Size
Enterprises in the Republic of Azerbaijan”, "The
share of KOS in the economy of Azerbaijan - in
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GDP, employment and foreign currency flow to the
country can be doubled. From this prism, it can be
noted that the share of the SMEs in the country's
future development is of utmost importance. “What
steps should be taken?

The Strategic Road map shows the following:
"There are strong potential and wide opportunities
for the development of SMEs in Azerbaijan and, in
general, the country's economy. This is an
important step towards improving the overall
business environment, making more accessible
and effective access to financial resources,
providing access to local and foreign markets for
small and medium-sized businesses, and building
up skilled and qualified staff".

For comparison, the share of SMEs worldwide in
GDP and employment is shown and it should be
noted that 99% of enterprises in the European
Union are SMEs and their share in GDP is 60%
more. In the United States, small innovative
enterprises constitute 20% of newly created jobs
(OESD, 2010), where they account for 3% of total
employment (OESD, 2010).
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Share of SMEs in GDP Share of SMEs in employment

77 78
86 66 68
57 20
Low- Middle- High- Africa  EastAsia Europe Latin Middle  Nerth South
income income income and the and America Eastand America Asia
countries countries  countries Pacific  Central North
Asia Africa

1. SMEs of which number of employees is up to 250
(In North America SMEs of which number
of employees is up to 300)

Source: World Bank

= The following scheme is a factor that prevents the
development of SMEs based on WIPO research:
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“In the Strategic Road Map on the Production of
Consumer Goods at the Level of Small and
Medium Enterprises” in the Republic of Azerbaijan,
approved by the Decree of the President of the
Republic of Azerbaijan of December 6, 20167, the
weaknesses of the SMEs and the emerging
hazards were examined and in the framework of
the listed problems weak cooperation between
SMEs and SMEs and promotes innovation
encouragement”.

The resulting situation is related to the
promotion of intellectual property in SMEs,
weak intellectual property knowledge and the
lack of intellectual property policy.

Actual issues of SMEs subjects from the point of view
of intellectual property:

4 Y N \ g Y4 A
How IP What are
increases How fo the reasons
Wha? are market - manage [P for the What
IP objects conduct IP o
value of N assets, how to licensing of stapes
and what expertise in
o SMEs and use them for IP as a key should be
is their SMEs how o .
why IP financing, and component taken in
relevance should IP .
becomes . in what ways of the IP related
for SMEs . object be SHE! oo
subjects? important obtained? to support IP IE's conflicts?
' tool of portfolio? business
marketing? strategy?
A A A A )

The key issue is the presence of IP Manager in
SMEs and the establishment of a link between
its research and development work (R & D) and
business development (BD).
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= The Agency is ready to conduct training on the
basis of electronic courses on the promotion of
intellectual property in the field of SMEs.

= As stated in the Strategic Road Map of the State,
strategic goals for the development of SMEs are
"Innovation promotion, expansion of research and
development activities for SMEs" and here

First priority: is improvement of national innovation

system;

Second priority: Forming innovation infrastructure

that stimulates SMEs activities.

» Consequently, "By 2020, the regulatory framework
for the development of SMEs in Azerbaijan will be
further improved, institutional reforms will be
continued, and strengthening the competitive
environment and establishing the SME agency,
the acquisition of the necessary intellectual and
technical resources, as well as access permits
measures will be taken to simplify the system of
making ".

» Targets are the following:

SMEs Share in GDP Share in Non-oil export
Years employment share

2020 15% 20% 10%

2025 35% 40% 25%

The years coming 60% 70% 40%
after 2025
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3.7. Industry based on copyright and other similar
rights (Creative Economy).
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«innovative
economy»

The Agency has been observing for many years
since 2003, creative economy research, following
trends and presenting its proposals to the
Government.

The research is based on WIPO's Methodological
Guidelines; a decision of the Cabinet of Ministers
is being adopted and adapted to the structure and
statistics of the national economy.

State statistical materials are used for calculations,
in case of their absence state budget performance
indicators or expert assessments are used.
Counterfeit production is not considered.

The share of the creative economy is carried out in
4 directions (area categories):

- core (Main areas of Copyright Industry);

- independent (directly related);

- partial (indirectly related, partly based);

- non-dedicated (others, servant).

"Creative”, "Innovative" and "Knowledge-based"
economy.

«knowledge based
economy»

«creative
economy»
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% Results of national research (including 2015):

2973,6
2815,9

2768,8
2271
2127,2 -

1465,5
1248,3 1274,3
917,6
567,1
-

W 2003 W 2004 W 2005 M 2006 M 2007 W 2008 M 2009 M 2010 W 2011 M 2012 W 2013 W 2014 ¥ 2015

The volume of the creative economy (million manats)
dynamics for years

5,1%

2003 2010 2015

Dynamics of the share of the creative economy and
its major share (core) in GDP (with %)
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% Comparative analysis of WIPO's estimates,
including 2014.

Contribution of the creative industries to GDP
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+ As illustrated by the picture, the creative economy
of Azerbaijan is at the average of WIPO's 2014
study of the creative economy of 42 countries
(5.18%) and surpasses a number of countries
including developed countries.

% National report on Azerbaijan's creative industry

discussed at WIPO symposiums over the past 3

years.

KAMRAN IMANOV

KREATIV IQTISADIYYAT V&
AZORBAYCAN
IQTISADIYYATININ
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(eon 20!
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Composition of creative economy: Copyright,
related rights and economy based on non-
traditional intellectual property objects.

« computer programs and IT products;

* books, publications, media;

« music and film production, TV,

» applied fine art, folk creativity, etc.

% From the UN's "Creative Economy" report
(UNCTAD, PROON, UNESCO, WIPO and TM):
(Based on 2011)

- In 2002-2008, the creative industry trade doubled

and amounted to $ 600 million.

- In the context of the global economic crisis (12%
reduction in international trade), sales of creative industry
goods have increased by 14% annually.

= Recommendations:

- The development of the creative industry is a
guarantor of socio-economic development;

- the development of the creative industry means
taking into account social, educational, -cultural,
economic, ecological and other aspects;

- creative industry involves the intersection and
integration of culture, art, creativity and innovation,
business etc.

= The Agency's analysis on the creative economy
affirms these: Despite the reduce of Azerbaijan's
GDP in 2015 compared to 2014, as a result of the
international economic crisis and the fall in oil
prices, the share of GDP is growing, despite the
decline in the creative economy.

4. Fight against piracy, monitoring related to its

level and enforcement of rights.
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4.1. Significant steps have been taken in Azerbaijan
in the fight against piracy in recent years including:

v

The Law «on Enforcement of intellectual property
rights and fight against piracy» has been adopted
(In 2012), and its implementation has been started
since 2014 on the base of a number of normative-
legal acts;

Under the Agency, the Center for the Enforcement
of Intellectual Property Rights was established
regarding implementation of the Law;

Anti-piracy area program has been successfully
completed;

It has been started to stamp the control marks on
goods, which include intellectual property, and
smart-mobile system was created to control the
market;

A digital rights management system has been
developed;

Together with the EU, two roundtable workshops,
1 national symposium and one round table within
the Twinning project (2 years), together with the
Ministry of Education, were held the round table on
the topic of "Plagiarism and its prevention in the
texts of scientific and literary works".
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4.2.

Structure of the Law of the Republic of Azerbaijan

“on Enforcement of IP rights and fight against piracy”
I

- Determination of court and administrative procedures and measures;
- Prevention of illegal producing and distribution of works, phonogram copies

Issues regulated by the Law:

and other intellectual property objects.

|

|

'

|

1 right

revealing of sources of pirate:
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-pl Penalty
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- Court prohibitions - Liability for illegal use of expired
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- Measures resulting from the force of the Law
judicial decision
- Transparency measures and
publication of court decisions
- Temporary remedies
- Border remedies
- Administrative and criminal
procedures
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4.3. One of the functions carried out by the
Enforcement of IP Rights Center under the Agency
established by the Order of Cabinet of Ministers in 2012
is to provide control marks of intellectual property goods.

In accordance with paragraph 1.3 of the “Rules of
form, registration, use and transfer of a control mark”,
approved by Decree No. 191 of the Cabinet of Ministers
of the Republic of Azerbaijan dated June 9, 2014, the
control marks for audiovisual works, phonograms,
computer programs, datasets, copies of books is issued
by the Copyright Agency.

Bearing in mind that the use of Control Marks in the
elimination of piracies adverse in economic, cultural and
social spheres is one of the most effective methods,
application of control marks to new copies of textbooks
started by the publishing houses belonging to the Ministry
of Education, as well as the publishers publishing that are
not subordinated to the Ministry of Education.

It is predicted that the level of piracy will decrease
significantly in the practice of control marks and tax
evasion will decrease in this area.

The control mark is a holographic mark with a
sophisticated defense system that is distinguished by its
unique code and the relevant series and is a small label
made of metal film, which is a holographic adhesive. This
label is necessarily dispersed when repainted again.

» The transformation of the holographic mark
into a control mark is carried out by the
Agency through the identification information
system. At this time, the control mark is printed
with specific numbers and other information by
means of special printers and provides additional
protection based on the lamination system.
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» The software-apparatus complex is characterized

by a number of innovations: the database follows
all the "life cycle" of each of the brands including
damaged. The smartphone mobile phones may be
used to check the legitimacy of the branded
product on the market.

If copies of copyright and related rights objects are
sold without stamping control marks, the sale or
sale of such copies of such copies shall be subject
to new and criminal penalties imposed by such
cases. Thus, according to Article 229-2 of the
Code of Administrative Offenses, the court fined
the individuals with a fine of 50 manats, officials in
the amount of 100 manats, and for legal entities -
up to 150 manats.

Intentional destruction, fraudulent and illegal
handling of stamped control marks to copies
imposes administrative and criminal liability.
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4.4,

* As a result of the measures taken, the level of
piracy decreased from 61% to 29% in book sales,
from 90% to 65% in audio and video product
market, from 96% to 75% in software.

90 = s
61 65
29
2005 2016 2005 2016 2005 until 2016 january 1
Book CD, DVD Software
publication

Note. The International Software Alliance's 2016
Report shows the level of software piracy at 84%.

* The dynamics of the fight against piracy in 2012-

2016:
The level of piracy in the field of 2012 2013 2014 2015 2016
copyright and related rights, including:
Book industry (%) 33 3 30 30 29
CD and DVD industry (%) 68 67 66 65 65
Software (%) 87 87 8 8 75
Average level of piracy (%) 62.7 613 603 60 563
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5. Enforcement of rights and forming of IP
culture.

5.1. The Agency's “Hotline” with the number 960 and
the “Legal Advice Center” acting on the base of publicity
have been in use throughout the year by authors and
other legal owners, promptly responding to their problems
and taking appropriate measures within the framework of
the Agency's competence.

= In 2016, over 1450 applications and requests for

copyright and other copyright holders were
reviewed and discussed, and assistance was
sought in resolving issues raised, participated in
30 court hearings held at various court instances,
and 15 expert opinions on copyright issues were
prepared on the basis of inquiries of state, judicial
authorities and right holders.

= For comparison:

Claim Participation Giving advice
applications, in court to authors and
expert opinions hearings other right
holders

2014 2014 2014 | 1200
2015 2015 2015 | 1400
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5.2. During 2016 year the following works has been
carried out within awareness raising measures:

conferences, Materials published TV broadcastings Presentations and
seminars, including in Mass Media  and radio castings publications
international events
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Events organized by Copyright Agency (2012-2016)

—mmmmmﬂ

National events (conferences, seminars) 3
International events (conferences, seminars) 2 3 4 3 4 16
TOTAL 3

®,

% Within the framework of presentations and
publications, more than 6 books, more than 20
brochures and brochures have been released and
disseminated including “An exemplary statute on
intellectual property policy at university and
research institutions”, “About intellectual property
policy in universities and research institutions in
Azerbaijan”, “Role of Copyright Agency in
supporting intellectual property and research
activities in universities of the Republic of
Azerbaijan (Innovative developments and ways to
commercialize technology in universities (scientific
institutions))” etc.

As a continuation of the work carried out in this
direction, a Distant Education and Videoconferencing
system was created in the Center for the Protection of
Intellectual Property Rights under the Agency for the
Purpose of the Agency "Digitalization of Culture and
Sustainable Digital Copyright Development”, which aims
to train specialists in the field of intellectual property, an
interactive Smart-class Training Center has been
launched, and more than 200 theoretical and dozens of
electronic training materials have been prepared for the
training.
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6. Protection of intangible heritage and support of
multicultural policies.
6.1. Composition of intangible heritage:

Folklore expressions

Traditional cultural expressions Traditional knowledge

(TCE) (TK)

6.2. Protection of TCE and TK:

l Sui-generis protection J
Law “on Protection of ’
folklore expressions”

Protection of Copyright ‘

legislation y
«Public domain payant» K
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» Functions of Agency: Traditional, usual uses
including commercial purposes is permitted in
Azerbaijan;  non-traditional, = non-conventional
forms should not be brought to the natural
essence and content, and control is carried out by
the Agency on behalf of the state.

» How are traditional-cultural expressions (folklore)
and traditional knowledge protected
internationally?

» Berne Convention on the Protection of Literary and
Artistic Works (1886, Paris Act of 1971, Article 15
(4))-

» International Agreements on the Protection of
Folklore expressions and Traditional Knowledge
(WIPO-UNESCO, being discussed).

» Convention “on Safeguarding of intangible cultural
heritage” (UNESCO, 2004).

Intangible cultural heritage protection scheme

[

Safeguarding
; Positive
hlnrtiagglhle cultul_‘al protection and
eritage expression defensive

protection

@ Copyright

Agency

6.3. Within the framework of the “Action Plan for the
Year of Multiculturalism in the Republic of Azerbaijan in
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20167, within the framework of legal protection of folklore
expressions and traditional knowledge of our people,
prevention of attempts to misappropriate and falsify
cultural heritage and the disclosure of such acts
Conference on "Multicultural policy of Azerbaijan,
intellectual property and Armenian falsification" also
with joint organization of The State Committee on
Religious Associations of the Republic of Azerbaijan,
Baku International Multiculturalism Center, Copyright
Agency and Alban Udin Christian Religious Community
international Conference on “Albanian Apostolic
Church Past and Present”, within the frame on
“Terrorism against multiculturalism” project in joint
organization of Baku International Multiculturalism
Center, ANAS, Knowledge Foundation under the
President of the Republic of Azerbaijan, State Committee
on Religious Associations of the Republic of Azerbaijan,
Science Development Foundation under the President of
the Republic of Azerbaijan, State Committee on Work
with Diaspora and Copyright Agency a number of
Conferences and Round Tables held in Baku..

6.4. Within this frame a number of booklets such as
“Armenian allegations damage the rights of other

nations”, “O6 asepbangxaHckomn Moaenu
MyNnbTUKYNbTypanuama (Ha ocHoee OaHHbIX 006
udeHmu4Hocmu)”, “3ameTKun o
MYNbTUKYNbTypanusme”, ‘MopanbHbIn  Teppop:

NPoTMB  HeMaTepuanbHOro W  MaTepuanbHOro
KynbTypHOro Hacrnegusa” etc. has been published.

7. Collective management of property rights.

7.1. Collective management and limitation and
exceptions to exclusive rights.
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Individual realization of exclusive rights
Exceptions and limitations to exclusive rights

Free use Compulsory licensing, legal or mandatory licenses
“ (Statutory licenuce and compulsory licesnse)
|

Free use by paying ‘ Collective management (the softest limitation form) '
royalty is based on collective licensing

Extended collective L|m.|ted GBI
collective management

Voluntary licensing

(agent type, several management (monopoly (one organization in one
organizationsin one organization in one .
sphere) sphere) sphere but on right
holders who have
granted their rights)

7.2. In Azerbaijan:
- Collective management of audiovisual works
(Guild);
- Collective management of musical works
(Azerbaijani Authors);
- Collective management of the rights of performers
(not available).
« Collective management organizations (CMO) are
public unions according to legislation.
« CMO: registration (Ministry of Justice and
accreditation (Agency)).
+ “Big forms” - CMO not available on dramatic
works, that’'s why Agency has to fulfill.
7.3. Remuneration collected in 2015:
- For audiovisual works - 59200 AZN.;
- For musical works - 56350 AZN (in 2014);

61



- For dramatic works - 103037 AZN (in 2015).

7.4. In 2015, the MHA drafted a new draft law "On
collective management organizations managing property
rights of authors and related rights owners, including on
digital networks", discussions are underway, conferences
and meetings with CISAC were held in 2015.
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IV. Look into the future of Copyright system

1

and searching answer for challenges

. Specifications and challenges of modern

Copyright system.

1

.1. Information and technical features related to

digitization.

7
L X4

1.

*
A X4

R/
**

1.

7
A X4

Informative nature of "content" and the difference
in comparison with the concept of "work" is, on the
one hand, the difference in the importance of
content, the reduction of the importance of the
form, and on the other hand, the spread of
"information” in the right of information right to use
copyrighted objects (D.Bell, A.Touraine, O.Toffler,
J.Baudrilard, P.Drucker).

2. Economic and legal characteristics:

Tough processing of value laws in digital
environment (Unlike the infinite resource, which
increases with the release of information value, the
increase in the value of the material objects
depends on the existence of a "deficit" and more
labor);

A difficult description of the exclusive rights as
property right (the non-use of the "restriction for
use" function, which is equivalent to the
"ownership" of the content's nature of information);
3. Results:

Violation of the balance of "Author - holder - User"
system on the global network, the occurrence of
contradictions and the illegal use of copyright
weak impact of enforcement measures.
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2. «Copyright-internet» conflict and its sides
(carriers):
2.1
» Carriers of «Copyright» interests: Right holders,
Authors;
> Carriers of «internet» interests: Users.

Interests

Copyright Openness of
protection the Internet
(“Copyright”) (“Internet”)

Objective conflict

—b
R
ight holders -4
Authors

Essence: Creation of intellectual product and not to
receive full income from its creation; also easy obtaining
the copy of digital content and its exchange from far
distance.
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Subjective conflict

Right holders _’

Providers
Authors

Essence: Right holders (Authors) often fail to sue against
actual infringers / users because of anonymity and
extensive coverage of users with actual distortions and
therefore put the fault on the Providers.
» Result: Right holders, Authors and Users are
main parts (carriers) of conflict. But Providers are
indirectly involved in the conflict (carrier).

2.2. Researches on EU Copyright Reforms (2014)

Users and consumers of content

Member States and state bodies

Providers and mediators
of digital services

Authors, performers and
other right holders

CMOs and other law-enforcement
organizations

Publishers, producers and
national companies

0 6 12 18 24
25% 50% 75% 100%

There is a need for copyright reform
|| Thereis no need for legal changes
Position not specified

Source: Report of European Commission

65



According to survey results:

- Net users and content consumers completely,
mediators and providers partly support
limitations and exceptions providing easy trans-
border accession to content and thus support
broadening rights of content users.

- Right holders (including authors, publishers
CMOs) are against to changes in legislation
(limitations and exception in the favor of users)
and they support traditional licensing
schemes.

- Governments of member States and state
bodies — support harmonization of law space and
they consider “Licensing in Europe” document
the best option.

Thus:

a) «Enforcement of copyright and respect for

authorship»:

- Content wusers are against toughening of
enforcement;

- Most of authors and performers, on the contrary
think that existing legislation doesn’t provide
protection of copyright objects;

- A part of right holders think that the updated legal
enforcement system should be directed to the
Providers and they must pay compensation to the
owner of work (authors) for the use.

- Collective  management organizations are
supporters of toughening sanctions for illegal
commercial use.

3. Expectations from copyright reform.
3.1. The current activity context of IP in the world is
essentially different from the time it was created.
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Changing the place of intellectual property in the
economy as well as society, transforming it into a
knowledge-based economy, the important tool of digital
society and the safeguard of cultural heritage, also
requires changing our attitude to the IP and its role [«To
remove the copyright system from stress » (F.Gurry) new
views and models are desirable].

> Internet culture will grow so much that the impact
of its platforms on the IP behavior will not be less
than the right.

3.2. Principles and Recommendations of the WIPO

about the copyright in digital environment (F.Gurry):

» The success of the approach, the regulation of
online usage schemes should align with the
expectations of the users, should be as easy to
use as the illegal use and licensing;

» The purpose of the copyright is to cooperate with
all technologies related to the creation and
dissemination of works, to benefit from the cultural
exchange through these technologies, not to focus
on the protection of business models created on
the basis of old technologies by creating new
business models.

» The file content created by the digital era is both
the main product and the source of the digital
economy, just like a digital file — it is both
technology and production space.

» To influence the change in the attitude towards the
IP not piracy (called pirate, no longer paying
attention to it), it is necessary to speak more about
the financial stability of the XXI century culture.

» An adequate response to the challenge of
managing intellectual property: will be the
combination of rights, infrastructure, culture
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changes, institutional cooperation and new
business models.

« The purpose of copyright is to promote cultural
dynamism, not the promotion of business
interests» (F.Gurry).

A new approach to Intellectual Property
(Copyrights) in Digital Networks should replace the
function that prohibits the use of the function with
the free function (by paying royalty).

4. Azerbaijan’s approach, new business-model
and implementation.
4.1. Chronology.

v

2009-2010: A new business project has been
offered by Agency on management of rights on
internet.

08.2011 - 05.2013: Twinning project has been
implemented in cooperation with leading countries
of Europe on the base of this project.

09.2010: Digital rights management highlighted in
the presentation entitled "Copyrights in Azerbaijan:
Opportunities and Prospects" with the participation
of WIPO's intellectual property specialists and
managers.

During the last 4 years (2013-2016), theoretical
basis and implementation of the project were
discussed at 5 international conferences (2 of
them have been held in cooperation with WIPO).
07.11.2012 At the Global Forum on Internet
Governance on behalf of Eastern European
States, a presentation titled "Copyright and
Internet: clash of interests and search for
compromise” was made.
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v' 06.2014 Within the framework of Azerbaijan's
chairmanship of the Committee of Ministers of the
Council of Europe, "Digitalization and Digital
Copyright Rights" were presented at the "First
Platform on Culture and Digitization - Baku
Conference".

v' 08.2015 Reports were made at the V International
Conference on "Management and Optimization"”.

v' 7 scientific articles have been published in the
authoritative sources related to digital rights
management in Azerbaijan, one book has been
prepared and supported by the Science
Development Foundation under the President of
the Republic of Azerbaijan.

v' The creation of the system is reflected in the
"Azerbaijan 2020: Look into the Future"
Development Concept.

4.2. Taking into consideration of law,

infrastructure, business model and cultural change.

« Law on "Enforcement of Intellectual Property
Rights and Fight against Piracy” (2012) and Draft
law on “Copyright management on a collective
basis on the Internet” and normative-legal acts up
to 10.

* Center for the Enforcement of Intellectual Property
Rights, the principle of "one-stop-shops" in digital
rights management and business-model based on
compulsory licensing.

4.3. Theoretical bases of business model.

% Coalition game by 3 interested Parties (Right
holders, Users and Authors) in cyberspace and the
search of compromise stable stability points
(Providers' behavior is regulated separately).

% Selecting opportunities of interested parties:
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@ Free use of copyright objects on net (limitation
for copyright on net).

Free use of the copyrighted material on the
Internet, subject to the payment of royalties (compulsory
licensing — including of additional limitation).

Toughening requirements on the use of
copyright-related rights on the Internet (traditional
licensing development in a rigid direction).

4.4. Priority options by the parties:
» Right holders: (@)-()>(c} (permanent)

= Users: (©>®)>@ (most probably)
(®) =@ =(c) (possible)
= Authors: (0)=(c)~@) (most probably)
©>=®) =@ (possible)

Results:

= In a fuzzy coalition game, strong coalition
equilibrium occurs in the ® and (© variants, and
variant, @ does not have any stable balance.

= Comparison of (Band (cvariants show that, in

() variant a strong constant balance occurs and
then the copyright holders are "constantly”,
authors and users are "most likely" preferred
trends in the case of a completely different choice
(Right holders - (@Authors - (lsers- 1@

Proposal: (®— ©@©— @ sequence is more
convenient.

Thus: The use of the (negative) function is
substituted by the allowed (positive) function — free
use on condition that you pay royalties (compulsory
licensing, including collective management).

» Based on this, the Agency has established a DRM

system for digital rights management and its pilot
version is being developed.
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4.5. Purpose and destination of DRM system:

« Determination of the features of digital content,
registration, electronic  management  and
commercial, digital monitoring and misuse of
information is the creation of an information
infrastructure (platform).

% Transformation of the Agency into the National
Cultural Digital Content Aggregator.

General structure of DRM system

Content creation

Digital content library

(storage)
Defense of content and digital
rights management

4.6. Subsystems:

» Online clearance and registration.

» Content protection via Watermark.

» Managing content based digital content.
» Monitoring and evaluation of use.

» Implementing of E-Sales.

Web-server e-com licensing and
monitoring
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4.7. Watermark and identification system.

Azarbaycan Respublikasi

e 'lif Hiqualar Agentliyi

a

$|stem| gltal ng t)

Ro

AwN e

. Maallif Haqualar Af
mohar menyusuglia”

bt

(gn agagdaki darsliya gxin!
ta?

| Run ImageMark | [ Run VideoMark | | Run AudioMark | Run 3DMark | | Run WebCrawier ]

Thus, the system may use 2 mode of operation:

a) Cyber-Monitoring: observe the use of works in the
network and pay compensation for the right holder;

b) E-shop usage mode.
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E-sales information structure

User
Navigaing
Agent Tracing Images the Internet
Tracing images (,:
(] —— o
= P
] ) User receives
Agent tracing sold images the photo
through the Internet Intemet
WK The System
N "personalizes”the
Uservisits o~ Photosurrogate for
S, the specflic user
3, urchase
Pilot On-Line Sales System Navigation
Searching Ubsevr:«arr\’tostw
Browsing Toolson | O 3P S
topof thePhoto | —-=-— 'S Pay hentfor
IE <::> catdoguinqusing [ ~° T "' 4
=1 metadda pre-defined uses
=i| poo, (RDF / XML)
Destop §ystem  Sever Phato Previewing
=~
Replication "~
" Previous Module //
7777
MetaData Digital Repository 7=, | Waermarking Tools

Watermark represents logo and writings (for example
the name of site or organization) placed via special
method on documents, pictures, videos, music and all
files. Placing watermarks on these documents mean the
first entity published that. Only the Copyright Agency may
endorse the originality of the file.
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DRM portal
Admin panel DRM DB (for public users)

edit
— 5 | insert
| delete
statistics

Hashes
(generated by copag)
Watermark insert
Storage
t keeps all files

DRM portal
(for registered users)

previews
hash checker
file upload
etc.

In order to ensure the implementation of relevant
tasks arising from the "Azerbaijan 2020: Looking to the
Future" Development Concept A digital numerical rights
management system based on a single-stop-shop format
and online permits has been created to use objects
protected by intellectual property rights on a global digital
network, In order to form an electronic database,
information about more than 1900, including 584 text
works, 655 audio materials, 225 video material, 114
photos, 411 authors and other right holder have been
digitized and uploaded to electronic database.
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Works
In this section there i an opportunity to —
upload new works to DRM electronic
dstabaze, addinformation sboutthem, edi,
play and delete works. Here 6 types of
works are placed on the nght side of the

page.

Archive

1, Anarchive ofdigiizedworks whichis a copyrighied otject upiosded tothe DRM datehase, is placed
here. This secionis divided to foders in accordance with text, sound, graphics vido, andathertypes
of works.

Text works

Authors
Here new authors and information sbout
them are addedto electronic dsisbase and
they sre edited; also there is anopportunity
to delsts thosa authors.

Text works which sre copyright objects sre placed here, such s boaks,

Audiovisual works
Ly
DRM Watermarks

Mugam, ashyg music, folk songs end dances jazz compostions. a5 wellas songs performed by welk
known perfarmers and singers and other capyrghted sudio ftems are placed here
Here are sll the information has been

.. . placad on watermarks used in the warks
(Digital Right |

sddedto DRM database. At the moment
this function has been appiied in picue and
Management) e s Vitdeo works
|y Video clips, movies, documenteries, and other typesof copynighted works are placedin this section of
datshasa
Joumnals

Here are allthe information about who and
when to enterthe electronic dasbase and
whst changes he mede.

Graphic works
Ly Thi indudes

d ndoth

types of graphic warks which are copyright
objects.

Sorting
Here fhere is =n opportunity fo sdd, edt,
replace and delete from the folder in which

Digital works
works have been placed. Thissegfion slso. | L,
dessines the siuciure of the database.

This section includes digitalized works which are copyright objects.

Prepared in the Intellectual Property Agency of the Republic
of Azerbaijan.



