Journal of the National Academy of Legal Sciences of Ukraine, Vol. 27, No. 2, 2020

YK 347.77
DOI: 10.37635/jnalsu.27(2).2020.64-76
Irop €Brenosuy SAkyoiBcbKMii
Kageopa yusinernoco npasa ma npoyecy
JIvgiscokuil nayionanvuull ynisepcumem imeni leana @panka
JIvsis, Yrpaina

AOT'OBIP Y MEXAHI3MI ITIPABOBOI'O PEI'YJIFOBAHHAA
BIJHOCHH IHTEJIEKTYAJIBHOI BJIACHOCTI

AHoTauis. AkmyanvHicme 0ocniodxiceHoi' y cmammi npobremamuxu 00yMo8eHa NOCULEHHAM POl
00208IPHO20 pe2yNio8anHs BIOHOCUH [IHMENeKMYANbHOI 8IACHOCHI 8 YMO08aX [HHOPMAayitiHo20
cycninbcmea ma nepexody 00 IHHOBAYIUHO020 MUNY PO36UMK)Y HAYIOHATbHOI eKoHOMIiKu. Llinb
0aH020 00CHIONCEHHs NONARAE Y BUABLEHHI ocobausocmeli Oii 002080py SIK NPABOBO2O 3ACODY Y
MEXAHIZMI NPABOBO20 Pe2y08aHH sl GIOHOCUH Y chepi IHMeNeKmyaibHOI 6IACHOCMI HA PI3HUX 1020
cmaoiax. B kowmexcmi awnanizy 002080py AK 3aco0y pe2yniosamHs 6IiOHOCUH y cghepi
iHmMeneKmyanbHoi  BIACHOCMI HA2OAOWEHO HA OOYLIbHOCMI PO3MEJICYBAHHSA 080X 2pYh
NPAasosiOHOCUH: AKI ONOCepeoKo8yIoms CMamuky, mobmo HanedxdcHicms 00’ckmie npasa
iHmeneKmyanbHoi 81ACHOCMI 8i0NOBIOHUM CYD '€KMAM, 1 MUX, SKI ONOCEPEOKO8YI0Mb OUHAMIKY,
moomo nepexio MAaHOBUX NPA8 THMENIEKMYANIbHOL GIACHOCIE 6i0 0OHUX CYO '€Kmi8 00 THULUX.
3asnaueno, wo 00208ip € uu He HAUBANCTUSIUUM NPABOBUM 3ACO00M Komepyianizayii npas
iHmenexmyanvHoi enacnocmi, 3abe3neuyiouu eghekmugHe npo8adICeHHs pe3yibmamis meopuoi
OisnbHOCMI Yy 8UPOOHUYMEO MA MW OIIAHKU CYCRIILHO2O JHCUMMS 0N 3A0060NEHHS K
npueamHux inmepecie ix meopyis, o0cib, saKi IHeecmyanu Kowmu y iX CMBOpeHH:s, MAaK i
3a2aNbHOCYCRIbHUX THmMepecis. Bid3naueno mendenyito 00 8ce Oinbul WUPOKO20 BUKOPUCTNAHHSL
002060pY, AK NPAB08020 3acoby Ha cmaodii 3axucmy npag inmenekmyanvHoi enacnocmi. Cmoponu
MONCYMb 3aKpINUmMu y 002080pi w000 PO3NOPAONCAHHSI MAUHOBUMU NPABAMU THMEEKMYANbHOT
enacnocmi cnocodu axucmy ix npae, AKi He nepedbaueHi y 3aKOHI, 6pe2ynio8amu NOpsOOK
supiwents cnopie mowo. Omoice, 00206ip € eheKMUBHUM NPABOBUM 3ACOOOM HA YCIX cmaodiax
npaso8ozo pezynio8ants GiOHOCUH IHMENeKMYAaNbHOT 61ACHOCTI — NPU IOPUOUYHIL pecramenmayii
O03HAYeHUX 6IOHOCUH, HADYMMI NPAE THMENEKMYAIbHOL 61ACHOCTI, 30IUCHEHHT YUX Npas, a Maxolc
npu ix saxucmi. Ilposedenuii 6 medcax 0anoi cmammi aHaniz ma 1020 pe3yibmamu MOXICYmb
BUKOPUCIOBYBAMUCA Y NOOANLUUUX HAVKOBUX OOCTIONCEHHAX NPoOIeM 00208ipHO20 PecyI08aANHs
BIOHOCUH V chepi inmenekmyaibHol 81ACHOCMI, A MAKOXC Y NPA8OmMeEopuil OisIbHOCHI 0714
VOOCKOHANEHHA HAYIOHATLHO20 3aKOHO0A6CMEa Npo IHMENeKMmyanbHy GI1ACHICMb, Wo Habysae
0CObNUBO20 3HAUCHHSL Y KOHMEKCMI pekoOu@ikayii yusiibHo2o 3akoHodascmea Ykpainu.
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CONTRACT IN LEGAL REGULATION OF INTELLECTUAL
PROPERTY RELATIONS

Abstract. The relevance was the study is conditioned by the strengthening role of contractual
regulation of intellectual property relations in the information society and the transition to an
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innovative development of the national economy. The purpose of this study is to identify the features
of the contract as a legal tool in the mechanism of legal regulation of intellectual property relations
at different stages. In the context of the analysis of the contract as a means of regulating relations
in intellectual property, emphasis is placed on the expediency of distinguishing two groups of legal
relations: those that mediate statics, i.e. ownership of rights to intellectual property, and those that
mediate the dynamics, i.e. transfer of rights to intellectual property from one subject to another. It
is noted that the contract is perhaps the most important legal means of commercialisation of rights
to intellectual property, ensuring the effective implementation of creative activities in production
and other areas of public life to meet the private interests of their creators, those who invested in
their creation, and public interests. A rising tendency is noted to use the contract as a remedy at
the stage of protection of rights to intellectual property. The parties may stipulate ways to protect
their rights in the contract on the disposal of rights to intellectual property, which are not stipulated
by law, regulate the procedure for resolving disputes, etc. Thus, the contract is an effective remedy
at all stages of governing intellectual property relations —in the legal regulation of these relations,
the acquisition of rights to intellectual property, the exercise of these rights, as well as their
protection. The results of the analysis conducted in this study can be used in further research on
contractual regulation of intellectual property relations, as well as in law-making to improve
national legislation on intellectual property, which is especially important in the context of
recodification of civil legislation of Ukraine.

Keywords: property rights, commercialisation, object of civil law, regulation of public relations,
copyright.

INTRODUCTION

Recent decades have seen an increase in interaction between countries, especially through
trade and foreign direct investment. This has been shaped since the 1990s by means of
reducing trade and investment barriers, reinforced by the signing of bilateral, regional, and
multilateral trade and investment agreements. Intellectual property refers to any original
work of human intellect, such as a work of art, literature, technology, or science.
Intellectual property rights refer to legal rights granted to an inventor or creator to protect
their invention or creation over a period of time. These legal rights provide the exclusive
right to the inventor/creator or their successor to fully use their invention/creation for a
certain period of time. It was determined that rights to intellectual property play an
important role in the modern economy. It was also finally established that intellectual work
related to innovation should be given due importance for the public good to come out of
it. There has been a quantum leap in research and development spending with the
associated leap in investment required to bring new technology to market [1-3].

During this period, there has been an increase in the number of trade agreements
containing chapters on intellectual property, as well as the number of countries that have
signed this programme, thereby helping to strengthen and harmonise intellectual property
systems outside the process initiated by TRIPS. TRIPS, which stands for "Agreement on
Trade-Related Aspects of Intellectual Property Rights", is an international agreement
included in the package of documents establishing the World Trade Organisation. The
agreement sets minimum standards for the recognition and protection of major intellectual
property. In this context, countries requiring intellectual property are usually developed
countries, while developing countries are in need of reform. [4] Despite the growing
relevance of intellectual property trade agreements and their possible implications, this
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issue has been marginally addressed in empirical analysis, with the exception of a recent
2016 study that examined the impact of trade agreements on intellectual property chapters
on overall trade [5; 6].

Intellectual property law and contract law belong to those civil law institutions that
play a crucial role in the information society and the transition to an innovative type of
development of the national economy. Due to intellectual property rights, the results of
human intellectual activity in various fields become objects of civil rights, and the relations
regarding such results are embodied in legal form. However, the ownership of personal
non-proprietary and proprietary rights to intellectual property is not capable of satisfying
the interests of the author, performer, inventor, breeder, or other creator — for this there
must be an effective legal mechanism for exercising these rights, especially their property
component. And in this aspect the most important legal remedy is a civil contract.
Therefore, it is no coincidence that in the literature on intellectual property, the contract is
often interpreted as a form (means) of fulfilment (exercise) of rights to intellectual
property. But to consider the contract only from such a position would be too narrow an
approach. After all, in the modern doctrine of private law, the contract is quite fairly
considered as a remedy, the effect of which is manifested at all stages of legal regulation,
starting with the regulation of public relations and ending with the stage of law
enforcement [7]. In domestic civil science there is an increased interest in the category of
"mechanism of legal regulation™ both at the level of general civil law issues and in terms
of individual institutions of civil law. In terms of rights to intellectual property in this
aspect, the scientific articles by R.B. Shyshka deserve particular attention [8; 9].

The mechanism of legal regulation of relations in the field of intellectual property,
on the one hand, is designed to ensure the settlement of public relations. For this, at the
level of legal provisions, the range of objects of intellectual property rights, the conditions
for granting them legal protection, the subjects, the grounds for acquisition and the content
of rights to the relevant objects, etc. are determined. Thus, the legal provisions determine
to which object, to whom, and what rights belong. On the other hand, legal regulation
should ultimately ensure the satisfaction of the interests of the subjects of relevant
relations, related in a certain way to the use of rights to intellectual property, and in case
of violation of subjective rights of authors, performers and other rights holders — their
effective protection [10].

This applies entirely to the field of intellectual property. Therefore, the purpose of
this study is to identify the features of the contract at different stages of legal regulation of
intellectual property relations.

1. MATERIALS AND METHODS

The theoretical framework of the study comprises the articles of leading Ukrainian scholars
in civil law, covering the general issues of legal regulation of public relations of private
law and the place of the contract therein, and issues of contractual regulation of relations
emerging in the field of intellectual property. The statutory framework of the study
comprises the Civil Code of Ukraine, as well as other acts of civil legislation, in particular,
special laws in the field of intellectual property. The paper also uses some materials of
judicial practice of consideration and resolution of disputes related to the protection of
rights to intellectual property.
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Philosophical, general scientific, and special legal methods and means of cognition
were used in the study. The dialectical method of cognition formed the basis of the study
and allowed to analyse legal regulation of intellectual property relations as a developing
phenomenon, to identify its main trends. In particular, the use of this method of cognition
allowed to emphasise the importance of the contract as a legal instrument in regulation of
intellectual property relations in modern conditions, which makes it appropriate to consider
it not only as a basis for acquiring relevant rights or their form, but also as an effective
means of legal regulation of such relations. Logical methods (analysis, synthesis,
induction, deduction, generalisation, etc.) accompanied the entire research process. Thus,
the application of the method of analysis allowed to consider the effect of the contract at
all stages of legal regulation of intellectual property relations, namely the legal regulation
of these relations, acquisition of rights to intellectual property, exercise of these rights, as
well as their protection in case of violation, challenge, or non-recognition. The method of
analysis was also used to distinguish two groups of relations in the field of intellectual
property: those that mediate the ownership of rights to intellectual property to the relevant
entities, and those within which the rights to intellectual property are transferred from one
subject to another. This allowed to identify different possibilities of contractual regulation
of these two groups of relations. The use of the method of generalisation allowed to reach
the general conclusion that the contract as a legal instrument permeates the entire process
of legal regulation of these relations, showing its effect at all stages. The system-structural
method allowed to consider legal regulation of intellectual property relations as a system
of interconnected elements — legal remedies, and to determine the place of the contract as
one of such legal means at different stages of legal regulation of the studied relations. The
formal legal method is used in the analysis of legal provisions governing intellectual
property relations and the practice of their application. Thus, the analysis of the provisions
of Article 429 of the Civil Code of Ukraine® and Article 16 of the Law “On Copyright and
Related Rights”? allowed to identify the conflict between them and address the feasibility
of contractual regulation of the legal regime of works made for hire. Also, this method is
used in the processing of acts of generalisation of judicial practice, as well as court
decisions in specific cases relating to the protection of rights to intellectual property.

The hermeneutic legal method was used in the process of interpreting the provisions
of intellectual property law. In particular, the interpretation of the provisions of Part 2
Article 425 of the Civil Code of Ukraine® in its systemic interrelation with Article 1110 of
the Civil Code of Ukraine allowed to distinguish between the terms of validity of rights to
intellectual property and the terms in contracts on the disposal of such rights. Similarly, a
systematic interpretation of the provisions of Articles 11 and 422 of the Civil Code of
Ukraine allowed to conclude that in the context of the acquisition of rights to intellectual
property, it is precisely the contract that should be considered as a legal fact (or element of
legal composition) that serves as the basis for the acquisition of such rights.

1 Civil Code of Ukraine. (2003, January). Retrieved from https://zakon.rada.gov.ua/laws/show/435-15.

2 Law of Ukraine No 3792-XIl “On Copyright and Related Rights”. (2012, December). Retrieved from
https://zakon.rada.gov.ua/laws/show/3792-12/ed19931223#Text

3 Civil Code of Ukraine, op. cit.
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2. RESULTS AND DISCUSSION

The specific feature of the legal regulation of relations in the field of intellectual property
is manifested in the fact that it must ensure a reasonable balance of interests of creators,
right holders, and public interests. Neglecting at least one of them, or, conversely,
unjustifiably exaggerating the importance of any of them, will reduce the effectiveness of
legal regulation of relations in this area. Legal regulation as a dynamic process of the
influence of law on public relations involves a certain occurrence in stages. Despite the
existence of different opinions on the stages of legal regulation in the civilistic literature,
the authors consider it appropriate to take as a basis the position of N.S. Kuznetsova, V.L.
Yarotskyi, who distinguish the following stages: 1) legal regulation of social relations; 2)
the emergence of subjective rights and obligations; 3) fulfilment of subjective rights and
performance of obligations; 4) enforcement of law [7; 11]. Therefore, below is an attempt
to showcase the effect of the contract at each of the said stages of legal regulation of
intellectual property relations.

The first stage of legal regulation of relations in the field of intellectual property is
their prescription, which lies in the ideal model of behaviour for participants in such
relations being consolidated in civil law provisions. Therefore, the dominant element of
the mechanism of civil law regulation at this stage is the provision of civil law. To perform
the function of regulating public relations, the latter must be objectively expressed in
certain external forms — sources of law. Sources of intellectual property law include, first
of all, acts of civil legislation. Historically, the emergence and development of legal
protection of the results of creative activity is associated with the adoption of relevant
special legislation in the field of copyright, patents, trademarks, etc. in national legal
systems. Even in the countries of Anglo-Saxon law, where the main source of law is
traditionally considered to be the judicial precedent, there are corresponding laws in the
field of intellectual property.

In the context of this study, the question of the place of the contract in the regulation
of relations in the field of intellectual property is of interest. Modern civil law doctrine has
repeatedly drawn attention to the fact that the contract is a means of governing the
behaviour of the parties in civil law relations [12] and is at the level of sources of law [5].
S.O. Pohribnyi believes that in cases where a civil contract is used by entities for self-
regulation of their civil relations (Article 6 of the Civil Code of Ukraine?), it particularly
constitutes a form of expression of the civil law provisions [13]. With regard to the field
of intellectual property, the issue of the role of the contract as a regulator of these relations
has not yet received adequate coverage. In this aspect, the articles of O.V. Basai, O.V.
Zhylinkova can be noted, which consider the contract to a greater extent as a basis for the
acquisition of rights to intellectual property or a form of disposal of such rights, but at the
same time paid attention to the regulatory function of the contract in intellectual property
relations [14; 15]. Generally supporting the idea of contractual regulation of intellectual
property relations, it is necessary to emphasise the expediency of distinguishing between
two groups of legal relations in this area: first, it is legal relations that mediate the statics,
i.e. the belonging of rights to intellectual property to the relevant subjects; secondly, these

! Civil Code of Ukraine. (2003, January). Retrieved from https://zakon.rada.gov.ua/laws/show/435-15.
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are legal relations that mediate the dynamics, i.e. the transfer of rights to intellectual
property from one subject to another.

Legal relations belonging to the first group are governed mainly by the provisions
contained in the law. This is conditioned not only by the historical features of the becoming
and development of intellectual property rights, but largely by the fact that such legal
relations are absolute, where the range of obligated entities is predetermined (impersonal).
The agreement provides for certainty regarding the subjects concluding it (parties), and is
aimed at settling relations between the latter. Therefore, several issues related to
intellectual property rights lie outside the scope of contractual regulation. For example, the
types of rights to intellectual property and the conditions for granting them legal protection
are determined by the national legislation of each state, considering its obligations under
the corresponding international treaties. Pursuant to Articles 199, 418 of the Civil Code of
Ukraine, the objects of intellectual property rights are only objects defined by law. Under
such conditions, the contract cannot stipulate "new" categories of rights to intellectual
property, which are not stipulated by law, or contain other conditions for granting them
legal protection than ensured by law. This applies even to those institutions of intellectual
property law where the law stipulates an inexhaustible list of types of relevant objects. For
example, copyright law does not contain a closed list of types of works. But in any case,
the emergence of copyright in a work requires that it be the result of creative activity,
expressed in an objective form. Similarly, the law does not contain an exhaustive list of
information that may constitute a trade secret, but if the information does not meet the
conditions specified in the law for granting it legal protection (Article 505 of the Civil
Code of Ukraine), it cannot be considered a trade secret.

In the context of the issue of contractual regulation of intellectual property relations
and its limits, Part 2 Article 425 of the Civil Code of Ukraine!, which among the sources
of establishing the validity of rights to intellectual property, lists the Civil Code of Ukraine,
another law, and the contract. The authors believe that such a legislative position is not
entirely correct, as the terms and conditions of intellectual property rights traditionally
belong to the scope of regulation of the law. In this aspect, it is advisable to distinguish
between the validity of rights to intellectual property in absolute legal relations and the
validity of agreements on the disposal of these rights. This is confirmed by the provisions
of Article 1110 of the Civil Code of Ukraine, according to which the license agreement is
concluded for a period established by the agreement, which must expire no later than the
expiration of the exclusive property right to the object of intellectual property rights
specified in the agreement. Thus, the term of the license agreement does not belong to the
term of validity of rights to intellectual property, which are referred to in Article 425 of the
Civil Code of Ukraine. Thus, the validity of rights to intellectual property is determined by
the Civil Code of Ukraine and the relevant special laws.

The fuller regulatory function of the contract is manifested in relation to binding
legal relations that mediate the turnover of rights to intellectual property. Thus, only the
agreement determines the scope of rights to use the object of intellectual property rights,
which are granted to the licensee under the license agreement or transferred to the
purchaser under the agreement on the transfer of rights to intellectual property. The

! Civil Code of Ukraine. (2003, January). Retrieved from https://zakon.rada.gov.ua/laws/show/435-15.
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contractual procedure determines the permissible ways of the use of the object by the
licensee, circulation, territory of use, etc. In creative contracts, the parties specify the
requirements for the work that the author undertakes to create (type of work, theme, genre,
volume, etc.), the timing of its creation, the procedure for transferring the original or copy
of the work to the customer, the customer's rights to use the work. Furthermore, in relation
to licensing agreements, commercial concession agreements, agreements on the transfer of
rights to intellectual property, etc., concluded with the participation of a foreign entity, the
parties have the right to determine which country's law will be applicable to the agreement
on the basis of the principle of autonomy (Articles 5, 43 of the Law “On International
Private Law™?).

The regulatory function of the contract is especially relevant in cases where the
legislation either does not contain legal regulation of certain relations, or the legislative
regulation is imperfect, in particular, due to the existence of conflict of laws. An example
in this regard is the definition of the legal regime of works for hire. As is known, there is
a conflict of laws between Article 429 of the Civil Code of Ukraine? and Article 16 of the
Law of Ukraine "On Copyright and Related Rights"3. At one time, the Supreme Court of
Ukraine outlined a position on the application of the provision of Article 429 of the Civil
Code of Ukraine in this case, which presumes the ownership of rights to intellectual
property to the object created by the employee in connection with the performance of work
for hire to the employee and the employer together. But this option is rather problematic
from the standpoint of further exercise of such property rights. Therefore, it is considered
appropriate to apply the contractual regulation of this issue here, which is especially
relevant for IT companies, film studios, research institutions, etc. The second stage of legal
regulation of intellectual property relations is the emergence (acquisition) of rights to
intellectual property. At this stage, due to the occurrence of specific circumstances (legal
facts, legal structures), a certain subject(s) acquire(s) moral and (or) intellectual property
rights to a particular object. In this aspect, it should be noted that the contract may form
the basis for the acquisition of exclusively intellectual property rights. According to Article
422 of the Civil Code of Ukraine?, intellectual property rights emerge (acquire) on the
grounds established by this Code, other law, or contract.

This raises the question of the place of the contract in the mechanism of acquisition
of intellectual property rights. After all, in accordance with Article 11 of the Civil Code of
Ukraine, the contract itself, in fact, is a legal fact that forms the basis for the emergence of
subjective civil rights. And under Article 422 of the Civil Code of Ukraine, the role of the
contract is reduced to the fact that it defines the circumstances that serve as the basis for
the emergence (acquisition) of intellectual property rights. It is precisely the contract that
should be considered as the legal fact (or an element of legal structure) that forms the basis
of acquisition of rights to intellectual property. In this aspect, the provisions of Article 422
of the Civil Code of Ukraine require revision in part that the grounds for the emergence

! Law of Ukraine No 2709-IV “On Private International Law”. (2005, June). URL:
https://zakon.rada.gov.ua/laws/show/2709-15/ed20050623#Text

2 Civil Code of Ukraine. (2003, January). Retrieved from https://zakon.rada.gov.ua/laws/show/435-15.

3 Law of Ukraine No 3792-XIl “On Copyright and Related Rights”. (2012, December). Retrieved from
https://zakon.rada.gov.ua/laws/show/3792-12/ed19931223#Text

4 Civil Code of Ukraine, op. cit.
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(acquisition) of rights to intellectual property may be determined by contract. The contract
can act as an independent basis for the acquisition of rights to intellectual property, and be
an element of the legal structure. For example, under a contract for the transfer of property
rights to a work, the contract constitutes a legal fact, the occurrence of which is associated
with the transfer of property rights to the work to the acquirer. However, in case of
commissioning contract, the authors agree with O.l. Kharytonova's opinion that the basis
for the relevant rights to the work is the legal composition (“legal body"), formed by this
contract and the fact of creation of the work [16]. With regard to contracts on the disposal
of property rights to industrial property that shall be subject to state registration by law
(inventions, utility models, industrial designs, trademarks, etc.), the relevant rights pass to
the purchaser from the moment of the respective state registration. Therefore, the basis for
the acquisition of rights to intellectual property in this case is the legal composition, the
elements of which are the contract on the transfer of property rights to the object of
industrial property and the state registration of such rights by the acquirer.

Contracts under which the acquisition of rights to intellectual property should
include a contract on the transfer of rights to intellectual property, license agreements on
the granting of exclusive or single licenses. The basis for the acquisition of these rights
may be a commissioning contract, if its terms and conditions stipulate the transfer of
intellectual property rights to the object created by the creator to the customer. As for non-
exclusive license contracts and commercial concession contracts, succession of rights to
intellectual property does not occur thereunder — there is only a binding relationship
between parties thereto and neither the licensee nor the user acquires any absolute rights
in this case. The third stage of legal regulation of intellectual property relations is the
exercise of rights to intellectual property. At this stage, by means of specific acts of conduct
of the authorised entity, those legal opportunities are fulfilled, which are determined by the
content of the moral and (or) proprietary rights to intellectual property of the said entity.
As a result, the interests of the latter are satisfied. In this aspect, the contract is one of the
important forms of exercising intellectual property rights, namely their property
component. In general, the exercise of intellectual property rights can be understood as the
commission of actions to use the object of intellectual property rights by the right holder(s)
or authorised person at its discretion and/or dispose of property rights to satisfy the
property interests of the right holder(s) [17].

In this regard, it should be emphasised that the use of the object of rights to
intellectual property, as a rule, requires the subject to have the appropriate equipment,
materials, financial resources, etc. The author, inventor, or other creator in most cases does
not have such means and resources, and therefore mainly exercises their property rights to
the created object by disposing of these rights, as a rule, by entering into contractual
relations with relevant entities (publishers, film studios, producers, etc.). Under such
conditions, the contract constitutes the legal means that allows to ensure the satisfaction of
property interests of the creator, as the latter receives a fee (royalty) for the use of the
results of creative activity. Therewith, the contract ensures the satisfaction of property
interests and the subject with whom the creator enters into it, because under the contract
such a subject is given the right to use the work, invention, etc. or the latter acquires
intellectual property rights to the object. Ultimately, this also satisfies the interests of
society, whose members have access to works of modern art, high-tech devices, quality
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medicine, etc. In general, the contract is perhaps the most important legal means of
commercialising intellectual property rights, as it ensures effective implementation of
results of creative activity in production and other areas of public life so as to meet both
the private interests of their creators, those who invested in such creation, and public
interests [18-20].

Intellectual property law is an independent institution of civil law, which is covered
by one of the six books of the Civil Code of Ukrainel. Objects of intellectual property
rights constitute a separate type of objects of civil rights (Articles 177, 199 of the Civil
Code of Ukraine), in respect of which there are sui generis rights — moral and (or)
proprietary rights to intellectual property (Article 418 of the Civil Code of Ukraine) that
differ from other categories of subjective civil rights. All this necessitates the separation
of independent contractual structures that mediate the dynamics of rights to intellectual
property. Therefore, contracts on the disposal of rights to intellectual property constitute
an independent group in the system of contract law. On the other hand, the nature of rights
to intellectual property, which act as an original "basis" for contractual relations in this
area, is unique to the various objects of rights to intellectual property — works,
performances, inventions, trademarks, etc. This, in turn, allows to enshrine unified
contractual structures in civil legislation, in order to mediate relations on the disposal of
rights to intellectual property, the scope of which covers various sub-institutions of rights
to intellectual property (copyright, related rights, patent law, etc.). This trend has been
implemented in the Civil Code of Ukraine, which in Chapter 75 stipulates contracts on the
disposal of rights to intellectual property applicable to various objects of rights to
intellectual property.

Based on content, contracts on the right to use the object in the area specified in the
contract (license contract, commercial concession contract) and contracts on the transfer
(alienation) of rights to intellectual property can be distinguished within this group of
contracts. Furthermore, such contracts may be concluded that stipulate the order for
creation of an object of intellectual property rights, where the constitutive element of the
relations is the disposal of property rights to the created object. Along with contracts where
the disposal of rights to intellectual property is their ultimate purpose, there are also other
contracts containing elements of the disposal of rights to intellectual property. These
include, in particular, contracts concluded between collective management organisations
and subjects of copyright and (or) related rights, contracts on the pledge of rights to
intellectual property, contracts between co-authors on the distribution of property rights to
the objects created by them, production contracts, etc. [21-23]. The next (fourth) stage of
legal regulation of intellectual property relations is the protection of rights to intellectual
property in case of infringement, non-recognition, or challenge. In modern conditions,
there is a rising tendency to use the contract as a legal remedy at the stage of protection of
rights to intellectual property.

In accordance with Part 2 Article 16 of the Civil Code of Ukraine?, the parties may
stipulate means of protecting their rights in the contract for the disposal of rights to
intellectual property, which are not stipulated by law. In this regard, it should be noted that

! Civil Code of Ukraine. (2003, January). Retrieved from https://zakon.rada.gov.ua/laws/show/435-15.
2 lbidem, 2003.
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the possibility of determining ways to protect rights to intellectual property by the contract
is limited due to the fact that such rights exist in absolute legal relations, where the scope
of obligated entities is predetermined. As a rule, the right holder is not in contractual
relations with potential infringers; therefore, the methods of their protection are
predominantly determined by law. However, in some cases, ways to protect rights to
intellectual property may still be determined by contract. For example, in one case it was
found that according to paragraph 6 of the contract on alienation of rights to intellectual
property, in case of alienator's non-performance of paragraphs 1-4 of the contract in terms
of infringement of the exclusive right of the acquirer to use all known methods of
protection without restriction of the territory of the exclusive right to permission or
prohibition of use of the official work of the author N. “Publishing project of the newspaper
"Soroka™” by other persons the alienator shall pay the purchaser a fine of twenty thousand
percent of monetary compensation for transferred property rights. In this case, the
commercial courts concluded that such terms and conditions of the contract are in
conformity with the requirements of the legislation [24]. When concluding a contract on
the disposal of rights to intellectual property, the parties may use the provisions of Article
259 of the Civil Code of Ukraine! on the possibility of changing the duration of the statute
of limitations, stipulating in such a contract a statute of limitations of longer duration than
that established by law. However, it should be emphasised that the contract may not change
the procedure for calculating the statute of limitations (Article 260 of the Civil Code of
Ukraine). Contractual settlement of the procedure for resolving disputes between the
parties to agreements on the disposal of rights to intellectual property is becoming
increasingly important. This refers to, for example, terms and conditions that stipulate the
transfer of disputes arising from the contractual relations to the consideration of the court
of arbitration, the use of mediation procedures, etc.

Ultimately, a contract can serve as an effective legal remedy for the settlement of a
dispute arising from an infringement on a right to intellectual property. Thus, in practice,
cases occur when the subject of rights to intellectual property (right holder) and the
infringer reach an agreement on out-of-court settlement of the dispute. The legal form of
such an agreement is a contract, which may contain, inter alia, the terms and conditions for
the infringer's payment of the appropriate amount of money as compensation in favour of
the right holder for property losses incurred in connection with the infringement of rights
to intellectual property. This ensures the protection of rights to intellectual property, but
the parties to the dispute do not bear the costs associated with the consideration of the case
in court, further execution of the court decision, etc. Furthermore, this option saves a lot
of time, considering that there is usually a fairly long period of time between filing a claim
and the enforcement a court decision,

CONCLUSIONS

The mechanism of legal regulation of intellectual property relations can be considered as
a system of legal means that ensure the orderliness of public relations in the field of
intellectual property in order to satisfy the interests of creators, right holders, and public
interests. The contract plays an important role among the elements of the legal regulation

! Civil Code of Ukraine. (2003, January). Retrieved from https://zakon.rada.gov.ua/laws/show/435-15.
°
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of intellectual property relations. In modern conditions, the contract constitutes the legal
tool that has its effect at all stages of legal regulation of intellectual property relations.

At the stage of legal regulation of intellectual property relations, the contract is one
of the means of the said regulation. Therewith, it is advisable to distinguish between two
groups of contractual regulation of such relations: those that mediate statics, i.e. the
ownership of intellectual property rights to the relevant entities, and those that mediate the
dynamics, i.e. the transfer of rights to intellectual property from one subject to others. The
legal relations included in the first group are predominantly regulated by the legal
provisions (types of rights to intellectual property and the conditions for granting them
legal protection, the validity of rights to intellectual property, cases of free use of objects,
etc.). The possibilities of contractual regulation of legal relations of the second group are
much wider. There, the contract determines the scope of rights to use the object of
intellectual property rights granted or transferred under the contract, methods of use,
circulation, territory of use, requirements for the work that the author undertakes to create,
the term of its creation, etc. At the stage of acquisition of rights to intellectual property, the
contract performs the function of a legal fact (or element of legal composition), which
serves as the basis for the acquisition of such rights. In this aspect, the provisions of Article
422 of the Civil Code of Ukraine require revision in part that the grounds for the emergence
(acquisition) of rights to intellectual property may be determined by contract. Considering
this, the authors propose to amend the wording of Article 422 of the Civil Code of Ukraine
as follows:

“1. Rights to intellectual property arise (acquire) on the grounds established by this
Code or other law, in particular from contracts”.

In the exercise of rights to intellectual property, the contract constitutes a legal form
of disposal of these rights, thereby ensuring the effective implementation of creative
activities in production and other areas of public life so as to meet the private interests of
creators, those who invested in such creation, and public interests. Considering that rights
to intellectual property constitute an independent institution of civil law, as well as the fact
that its objects are a separate type of objects of civil rights, in respect of which exist sui
generis rights — moral and (or) proprietary rights to intellectual property, contracts on
disposal of rights to intellectual property constitute an independent group in the system of
contract law.

The importance of the contract at the stage of protection of rights to intellectual
property from infringement, challenge, or non-recognition is key. A contract can serve as
an effective means of out-of-court settlement of a dispute that has emerged as a result of
an infringement of rights to intellectual property. Also, certain issues concerning the
methods of protection of violated rights, the duration of the statute of limitations, the use
of mediation procedures, etc. may be determined by contract.

In general, considering the development of modern private law, further study of the
place of the contract in the mechanism of legal regulation of intellectual property,
especially its regulatory function, appears to be rather promising; therefore, the authors
hope that this study contributes to further theoretical investigation of this important issue
and development of proposals to improve the legislation of Ukraine on intellectual

property.
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