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Patents and the CII Directive – A bit of background

Why do we have Patents?

Passing on information so that we can learn from the work of others is the basis of patenting. A patent gives an inventor the right for a limited period to stop others from making, using or selling an invention without his permission.  Effectively it is a bargain between the inventor and the state in which the inventor is allowed a short-term monopoly in return for allowing the invention to be made public.   Patents foster innovation because they ensure that current developments in technology are available as a resource to society whilst allowing the inventor to be rewarded for his work – after all, if people could not get some advantage from their invention, there would be no incentive to make things better.  In this way patents have always underpinned, and will continue to underpin, future prosperity. 

Patents are not new, they are long-established. The first known English patent was granted to an outstanding stained-glass maker, John of Utynam in 1449.  Like many master craftsmen he kept his manufacturing process secret and there were fears that when he died the secret technique would be lost.  In return for disclosing the secret process King Henry VI granted him a monopoly right over its use for twenty years – long enough to train two apprentices.  His process then became the foundation for greater sophistication in glass manufacture. 

Unlike copyright, a patent is not granted automatically – it must be applied for and fees paid, and there are a number of pre-requisites regarding the invention, which must be new (i.e. undisclosed), must contain an inventive step (i.e. a development that is not obvious) and must be industrially applicable.  A patent is a very strong form of protection because the patent holder can prevent anyone else using the invention, even if they came up with the idea independently.  It also means that it is possible to infringe patents unknowingly.  This is not usually true of copyright. 

What is Going Wrong?

Occasionally, patents are granted that do not truly fulfil the legal criteria, and when this happens it causes problems and undermines confidence in the patent system.  For instance, a number of patents have been granted to people who are not the authors of genuine inventions, or have not truly made an inventive step.  This gives them an unfair advantage over others. Patents have occasionally been granted with too wide a scope, which can stifle further developments in a particular field.  (REF?)  Under certain circumstances, the outcome of a patent application can be affected by the way in which it is presented in terms of wording and description, although in theory, all applications made for a given process should receive identical treatment.  That means that the process appears to be subjective, and dependent on the patent agent and the patent examiner.  

Why does this happen?

The principle reason is pressure on patent examiners to increase productivity in terms of the number of applications processed, the lack of appropriate resources and the need for high levels of expertise in some very specialist areas.  

Bad patents stifle innovation, but the problem does not rest with the underlying principles of the patent system, but the poor application of these principles – i.e. not in patent law itself but in bad practice.  Within existing law the Opposition Procedure provides an effective means of challenging patents that should not have been granted and patents can be revoked if they are subsequently found not to fulfil all the criteria.
Poor application of patent legislation creates distrust and gives those who have doubts about the benefits of the patent system a genuine grievance against it.  The solution is to focus on improving practice in the application and enforcement of the law, not to change the law itself.  
How do patents apply to software?

Software, in the form it is written (the program code) is automatically protected by copyright, but this protection does not extend to its function – i.e. what the software does.   Patents usually protect functionality, but pure software cannot be patented in the EU because it does not make a “technical contribution” (although in the US the laws are different). However, when software is an integral part of a technical invention, then this invention can be patented and is known as a computer implemented invention.  Patents have been granted for computer implemented inventions for many years and in many high-tech industries (such as medical equipment) the vast majority of inventions are computer- implemented.
Why is this relevant at the moment?

The European Commission’s proposed Directive on the Patentability of Computer Implemented Inventions aims to harmonise existing Patent law across the EU member states.  Its purpose is to create an unambiguous legal framework to enable patent offices across Europe to make judgements on patents based on clear legal grounds.  The Commission maintains that the CII Directive does not change any existing law and argues that, if anything, it will become harder for bad patents to be granted in this field because the Directive has a clear requirement that any innovation has to make a technical contribution in order to be patentable, which unambiguously excludes pure software, business methods and algorithms. Nevertheless, the proposal has given rise to a heated debate because of a fear that it will widen the scope for software-related patents.  The European Parliament proposed a number of amendments to the Directive.  Some were helpful clarifications of the text and have been accepted, but some proposed amendments implied fundamental changes to existing law because, as worded, they would make it impossible to patent any computer-implemented invention in the EU.  These amendments are being resisted by the Commission.   
What are these concerns?

One reason for concern is that patent protection is exclusive, and therefore someone developing software could unknowingly infringe a patent and then be prevented by the official right holder from using technology they developed themselves.  Copyright cannot be infringed unknowingly in this way.  This is of particular concern to independent software developers and open source practitioners because they fear that what they do either as an SME or as a hobby will be illegal.  They have neither the time nor resource to check whether patents already cover work they are doing.  Whilst large organisations maintain that they have no interest in prosecuting small infringements this does not change the legal reality and many practitioners fear that it is “the thin end of the wedge”.  Recent aggressive attempts to enforce IP rights by companies such as SCO only fuel such anxieties.  Whilst this is a genuine concern, it is a concern against patent law generally:- any rights infringed under the new Directive are already being infringed under existing law. This means that the CII Directive has no more effect on Open Source than existing legislation.  It does not mean, however, that these concerns are invalid, simply that they are focused on the wrong target.  

What if all the amendments proposed by the European Parliament were accepted?

· If the proposed amendments were accepted it would be impossible to patent computer-implemented inventions in the EU.  Moreover, companies holding current patents for computer implemented inventions would not be able to enforce them.  

· The current uncertainty puts a planning blight on companies considering patent applications:– their outlay (patents are expensive) would be a waste of money.  Growing companies, particularly SMEs,  rely on their IP portfolio to raise investment, and investors will rarely consider any company without a good IP portfolio.

· EU companies will be placed at a disadvantage because the high-tech marketplace is global.  They will not be able to license their technology but they  will still have to pay for licences when entering other markets because many patents outside Europe will be held by non-EU companies. 

· There will be less incentive to invest in R&D when inventions cannot be protected and EU competitiveness will decline. In the medium to long term, inventors will go to the US where they can protect their intellectual property more easily – in fact US companies as a whole have far better IP portfolios and with better IP they provide far better investment potential. 

Further Information

A list of documents and websites is attached.  

Further Information relating to the CII Directive

	Computer Implemented Inventions - Frequently Asked Questions
Q&A style paper covering issues relating to the CII Directive.  Published by EICTA, Nov 04   

	Patents and Software - Fact and Fiction - The Computer Implemented Inventions Directive Explained 

Pamphlet produced by the UK Patent Office in November 2004 to clarify the issues surrounding the CIID Directive, Nov 04 

	Implications of the Parliament’s Proposals for existing patents
Examples of patents granted under current law that would be unenforceable under the European Parliament’s proposed text for the CII Directive.  Prepared by patent lawyers McDermott, Will & Emery for a seminar, April 04, power point slides.

	Comparative Analysis of patentability of digital technologies
Chart listing technologies where conversion of data for communication and exchange is common, and comparing their patentability under existing law, the CII Directive text as proposed by the Commission and the CII Directive text as proposed by the Parliament. Prepared by Intellect, July 04 

	Comparative Analysis of the patentability of Software and Computer-Implemented inventions
Comparative analysis of the patentability for Software and Computer–Implemented Inventions, under existing law, the CII Directive text as proposed by the Commission and the CII Directive text as proposed by the Parliament. Prepared by Intellect, July 04

	Amazon Case Study
Case Study of Amazon's Gift Ordering Patent and the challenge raised in the EU through the Opposition Procedure.  Prepared by Tim Frain, July 04

	Proposed EU Directive on the Patentability of Computer Implemented Inventions (CII) - Background and Current Status
Status Report by Intellect, Nov 04

	Directive on Computer Implemented Inventions - Draft Reply to MP and MEP Enquiries 
Drafted by Conservative Internal Market Spokesman Malcolm Harbour MEP, Nov 04  

	Software Groups in EU warn Parliament over "copycat paradise" risk
FT article on the CII Directive - PDF format, Oct 04

	CEO Letter to Minister Buttiglione 
Joint letter from technology companies expressing deep concern over the amendments adopted by the Parliament to the Commission's proposed Directive on Computer Implemented Inventions. Sep 04

	European Patent Office - Recent Case Law
Summary of the landmark cases of the EPO Technical Board of Appeal in the area of Computer Implemented Inventions, showing what has actually been allowed and what has been refused.

	Summary Report of EPO Hearings 
This paper is a summary of the three public hearing held by the European Patent Office on the future of the European Patent System. These hearings were organised in order to give a broad input from innovative SMEs, applicants, attorneys and the finance sector to the November Council debate, Nov 04 

	CEO Call for Action
Joint Statement and call for action by technology companies supporting the 17th March consolidated text proposed by the Irish Council Presidency and urging the May Competitiveness Council of Ministers to adopt a common position on the Computer Implemented Inventions Directive. (Apr 04)


Useful Websites – CII Directive & IPR Generally

	Title and URL 
	Description 

	Intellectual Property (UK government IP website) 
www.intellectual-property.gov.uk 
	This website is an excellent source of information on the different kinds of IP and has links to relevant organisations. 

	UK Patent Office 
www.patent.gov.uk 
	The UK Patent Office has responsibility for policy and legislative developments in the area of IP.  Their website is an excellent source of information on all aspects of IP, plus a number of relevant links. 

	EICTA
	European Industry Association for Information Systems, Communication Technologies and Consumer Electronics

	World Intellectual Property Organisation 
www.wipo.int 
	The World Intellectual Property Organisation was set up in 1967 to promote the protection of intellectual property through co-operation between states and collaboration with other relevant international organisations. 

	European Commission Industrial Property webpages 
www.europa.eu.int
	The European Commission’s Europa Website gives access to the latest developments within the European Commission on IP related issues, including papers, press releases, communications and decisions. 

	Patents4Innovation Campaign Website 

www.patents4innovation.org 
	This site is the product of collaboration between a number of EICTA members concerned about the amendments proposed by the Parliament to the CII Directive  

	FFII Campaign Website 

http://swpat.ffii.org 
	An alternative perspective from the anti patent lobby. 

	Chartered Institute of Patent Agents (CIPA) 

www.cipa.org.uk 
	CIPA is the professional body for patent agents in the UK.  Although its title refers only to Patents, CIPA members also act in Trade Marks, Designs and Copyright,.  Trade Mark Attorneys may belong to CIPA 

	Institute of Trade Mark Attorneys (ITMA) 

www.itma.org.uk 
	The professional body for Trade Mark Attorneys in the UK. It plays a significant role in promoting the importance of registering trade marks – extending the protection offered by registration and increasing the benefits it brings.  ITMA was established in 1934. 

	Trade Marks, Patents and Designs Federation (TMPDF)
www.tmpdf.org.uk
	The Trade Marks, Patents and Designs Federation represents the Intellectual Property interests of many British- based industrial companies, both large and small 

	Chartered Institute of Arbitrators 
http://www.arbitrators.org 
	The Chartered Institute of Arbitrators is a professional organisation for arbitrators, mediators and adjudicators. 
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