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1. There is a wide misunderstanding of  what this Directive aims to achieve. The real background is the peculiar institutional structure of the patent system in Europe. First of all, there is no Community patent at all. European patens, after being granted by the European Patent Office (EPO) are national rights, valid separately in each and every EU Member state, which was designated in the respective European patent application. As a consequence, enforcement of such patents  must be carried out separately in each and every Member State; in absence of certain harmonized rules, different national courts may reach entirely opposite judgements for the very same European patent, what may have grave implications for the fundamental principle of free movement of goods within Internal Market. The Draft Directive aims to reduce the risk of having an overly wide divergence of interpretation of the scope of patents related to computer-implemented inventions (CIIs) within Member States.

2. It is to be noted that the European Patent Organization/Office is not an EU institution, and is thus formally independent in its work of granting patents, including patents for computer-implemented inventions. However, since practically all EU Member States are Contracting Parties to the European Patent Convention (EPC), any EU legislation, be it Directive or Regulation, does have a decisive impact on the work of EPO. Therefore, if Directive is not adopted, the EPO shall carry out its patent-granting practice according to self-developed rules and interpretations of the EPC. This is true for all fields of technology, including CIIs.

3. So far, the practice of the EPO in respect of CIIs has been in line with the relevant provisions of the European Patent Convention (EPC). EPO never granted patents for software as such, and the same is true for mathematical formulae and methods of doing business, because patents for such inventions cannot be granted by virtue of article 52 of the EPC. While it is true that almost 30.000 European patents have been granted for CIIs, all applications for pure “software patents” have been regularly rejected. In the study entitled Patent Protection for Computer Programs (Contract no. INNO-99-04, ECSC-EC-EAEC Brussels-Luxembourg 2001), the authors found that in period 1996 to 1999…”more than 400 business methods with technical effect have been filed at the EPO…Only 5(1.2%) have been granted, and 8 (2%) were withdrawn.”(p.7). For example, EPO rejected to grant patents for aesthetic aspects of display design, use of different redialling schemes for a list of phone calls, information modelling, linguistic aspects of automatic translation method, method for controlling pension benefits…On the other hand, patent was granted for a computer-controlled braking system for cars (ABS), being a classic example of a CII.

4. The claim that the Directive shall introduce “software patents” is thus entirely misleading. Regrettably, the European Commission itself significantly contributed to the semantic confusion in this respect in 2002, especially with its Explanatory Memorandum to its final proposal of the Directive. It is also true that the EC 2002 final draft of the Directive was from purely professional point of view unacceptable. This especially holds for the former Article 3,  which has been deleted. Though the current Draft is not perfect, (too rigid link between inventive step and technical character), it is nonetheless acceptable from legal point of view.

5. The fact that the Directive does not allow such things as “software patens” makes the arguments of proponents of Open Source approach a priori irrelevant. In addition, the proponents of the Open Source approach make (deliberately?) an important confusion in this respect, which makes the thrust of their arguments also totally incorrect. In  nutshell, they make a confusion between what constitutes free use (in the sense of Open Source approach) and what is public domain. Anything what is not protected in any way as a piece of property (be it tangible or intangible, such as patent rights) is in public domain and may be freely used by anyone; however, free use inevitably implies a permission by the respective proprietor. Open source is based on various types of licences, such as General Public Licence (GPL); clearly, a licence a priori cannot be granted for something what is in public domain. This consequently means that there must be some proprietor(s) of such software, but who exercise their (intellectual property) rights in the manner of free use. Of course, allowing free use is always possible not only in the area of copyright, which is the main form of software protection, but also in the area of patents. 

6. The main point of the preceding paragraph is then that one must have some rights (copyright and/or patents) first, otherwise he or she cannot grant the licence for free use. As far as CIIs are concerned, a good example is the computer program ADOBE Reader 6.0, which is freely downloadable from the Internet, yet it is protected with a significant numer of (US) patents, listed in the opening frame shown each time when program is started. But free use cannot be given for something what is in public domain. This fact is important insofar as the opponents of the Directive wrongly claim that software without patent protection would be so to say by itself freely available, that is, in public domain. Linux is in free use because its owners have made such a decision, hence GPL and othe similar types of licenses, which each and every user must respect; however, this does not mean that Linux is in public domain.

7. As US patents have been mentioned above, it is important to note that the practice of EPO in granting patents for CIIs is significantly different from the practice of the US Patent and Trademark Office (USPTO). Therefore, a direct comparison of what has happened in USA with the situation in Europe is simply not possible, or at least misleading, unless some facts – discussed below – are taken into consideration. Yes, USPTO does grant “software patents” and “business methods” patents, but this is not the case at the EPO. Consequently, any claim that the Directive is going to open the door to “software patents” and “business methods patents” are based on false mapping of US practice onto European patent system. 

8. First of all, the US patent system is not comparable with the European patent system, because US is having a unique “first to invent” principle in patent law, while the rest of the world, including of course all EU and EPO Member states, relies on “first to file” principle. This difference, along with some other deficiencies of the current US patent system, is to a large extent responsible in USA for too many litigations in the area of patent infringement; indeed, the patent system in USA seems to be currently misused in a number of areas (cf. Adam B. Jaffe and Josh Lerner, Innovation and its Discontents – how our broken patent system is endangering innovation and progress, and what to do about it, Princeton University Press 2004).  

9. But there are further significant differences between US and European patent system. In Europe, there is the right for everyone to oppose the grant of a European patent within a relatively long period of nine months, and such an opposition is specifically allowed if Articles 52 to 57 of the EPC have been violated (recall that Art. 52 says that computer programs and methods for doing business cannot be patented). Such a pre-grant opposition – with a later right of appeal - does not exist in USA and this fact is (correctly) seen as one of the main reasons for malfunctioning of the US patent system (cf. Jaffe and Lerner, op. cit.). 

10. Last but not least, there is an important, but seldom mentioned legal principle in the the European “first to file” system, the so-called “right of prior use.” In essence, the right of prior use allows exploitation of a patented invention by a third party, who independently developed the same invention more or less at the same time as another person, who filed a patent application. This is indeed a very strong legal instrument against a possible misuse of patents, but which does not exist in USA, because it is not compatible with the “first to invent” principle. However, it is interesting to note that there is one single exception for invoking the right of prior use in USA, which exists precisely in the field of patents for so-called “method inventions,” (35 USC §273 (2001)) what obviously includes business methods. This means that there is some discomfort in USA with this type of patents, so that some caution seems to be justified. However, business methods as such have not been patentable so far under EPC, and would be definitely excluded from patent protection with the adoption of the Directive. But the main message from all this is that the European patent system has some important safeguards agains making patents an effective monopoly in all fields of technology, including CIIs.

11. All these facts have been only sporadically mentioned, but are nonetheless highly relevant to understand why the adoption of the Directive is a better option than its non-adoption. If the Directive being adopted, then the EU would be surely safe from unforseeable spread of indeed questionable US practice, based on the famous principle (laid down by the US Court) that “anything made by man under the sun may be patentable.” Contrary to the US legal framework, the Directive strictly draws the line between patentable CIIs with technical charater and non-patentable software of non-technical nature (let alone software as such, that is, programs for computers, methods of doing business, and presentation of information, see Article 52 EPC). If the Directive is not adopted, then gradual harmonization of practice of the three largest patent offices (EPO, USPTO and Japanese Patent Office, who closely work together under so-called trilateral cooperation) may take its own course, without any formal or direct influence by the bodies of the EU on the Administrative Council of the EPO (recall that EPO is formally not an EU institution). However, if the Directive is adopted, then EU would have a strong role in shaping global patent rules in the fast-changing world, primarily within the framework of the WTO TRIPS Council, and in various bodies of WIPO.

12. It is often asserted that the Directive would be a threat for small and medium-sized enterprises (SMEs) in software industry. Such a generalized claim has no substance. Firstly, the fact that 30.000 European patents for CIIs have been granted so far without any noted detrimental impact on SMEs speaks for itself. In fact, some recent cases make the impression that SMEs would benefit with the adoption of the Directive. For example, in Slovenia exists a number of individuals and SMEs, whose future commercial success crucially depends on a possibility to get patent protection for their CIIs. Most of them have recently filed European patent applications, and despite seeking (expensive) assistance from most experienced European patent attorneys, the outcome of their patent applications at the EPO is uncertain as long as the current hotly politicised debate about the Directive continues. As a consequence, the economic future of these SMEs is also uncertain.

13. Looking at the amendments prepared by MEP  Mr. Michel Rocard, rapporteur of the Committeee on legal affairs, then one has to agree with the statement of the International Chamber of Commerce (ICC Issues Paper No. 450/1000 of 18 May 2005), that…”Certain amendments would seriously harm inventive enterprises” and that…”The Lisbon Goal is at risk.” In addition, some of numerous amendments proposed by other MEPs (Amendments 40-256, 4.5.2005) are non-professional and contradictory; some are even a clear violation of  international obligations, which are binding EU and its Member Sates; and some amendments would cause a confusion in patent law.

14. Last but not least, attention must be given to the fact that the Directive, if adopted, shall be subject to a thorough review on its effects (Article 8). This is yet an additional important safeguarding measure, which speaks in favour of adoption of the Directive. However, some flexibility is to be allowed in this Article, for example, in the following way:

“The Commission shall report to the European Parliament and the Council not later than five years from the date specified in Article 9(1)”

This would allow to make such a report at an earlier stage, say, three years; however, given the fact that granting procedure of (European) patents takes at least two years (there is nine-month period for filing an opposition against grant of a European patent, see above), then the evidence collected within three years (or even less) would be inevitably more than modest and thus would not form a reliable basis for assesing the impact of the Directive objectively.

15. In sum, it is in the interest of the European industry, big and small alike, to adopt the Directive without making changes that would significantly alter its essence.

Geneva, June 2005

* The views and opinions in this document are strictly personal and do not reflect the position of WIPO.
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