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oY AUSTRALIA”?
INDUSTRIAL PROPERTY ADVISORY COMMITTEE

29 August 1984

The Hon Bary O Jones MP,

Minister for Science and Technology,
Parliament House,

CANBERRA. A.C.T. 2600

Dear Minister,

| an pleased to submit our Report entitled "Patents, Innovation and Competition
in Austrdia’. It is the first review o the Austraian patent system from a
predominantly economic perspective and has involved over 40 forma meetings o
the Committee since the reference weas given to us in October 1979 by the then
Minister for Produectivity, the Hon lan Macphee MP.

Qr deliberations were assisted not only by available published materia
(including previous reports on patent systems in Australia and elsewhere), but
dso by submissons, commissoned studies, seminars, and materials prepared by
the Patent Office. These various inputs represent a large investment of time
and resources for which we are indebted.  They add substantially to the rather
small amount o hard data which is available concerning the operation of
patents in the Australian economy and upon which future policy decisions Wl be
mede. The review has also stimulated interest and valuable discusson -
sometimes controversial = in industry, gbvernment, legal and economic circles.

There hes for the last century been a diverse range of opinion about the
effects and usefulness of patents.  The debate wll not be put to rest by this
review; indeed, despite unanimity on a wide range of issues, the Report itself
contains dissenting opinions on some questions. This should not preclude,
however, the implementation of desirable improvements and reforms.

The Report includes recommendations for practical measures to adapt patents to
more effectively stimulate Australia's technologica development, looking to a
more technologicaly progressive and export-oriented future. In doing this it is
necessary to recognise that there are both social benefits and social costs
involved in the patent syssem. e propose changes with a view to achieving a
more favourable cost/benefit margin, emphasising the particular needs of
Australia while not lasing sight o the international context o the system.

Y ours sincerely,

L.

J. Stonier
{(Chairman)
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TERMS CF REFERENCE

The broad thrust d the enquiry is to study, from the viewpoint o the
Audtradlian national interest, whether the Audraian patent system as presently

operating sufficiently advances Australias technological development and
whether there are ways in which it may be made to do so more effectively.

Without wishing to confine the Committee in either the scope or method of its
inquiry, _Hg following illustrate the breadth and variety of issues which should
be examined:

how the patent system can best contribute to the efficiency and
progressiveness d the Austrdian economy and the adequacy o the
sem in meeting the needs o Audrdia with respect to the
eveopment and exploitation d new and existing technology.

any changes required to legidation and administrative procedures to
meke the patent sysem less complex and more responsive to needs.

lhow patent legidation can be co-ordinated with other industrial and
economic policy measures.

whether there are restrictive practices in the exercise and licensing of
patents in Audralia, whether it -is desirable in the public interest to
prohibit by lav such practices and whether the present legidation is
adequate for that purpose.

the conditions necessary for Austraia to maxirise benefit from
participation in the international development d patent systems.

the ways to maximise access to and utilisation of patent information,
including an assessment of how information sources can be co-ordinated
with other sources d technologicd and busness information.




EXECUTIVE SUMMARY

This is a review d the Audrdian patent system from the viewpoint d the
national interest.  The Committee's am is to suggest ways in which the system
might better enhance Audtralias long term economic develr%glmt through
innovation.  To achieve this, it is necessary to consder a nu o factors,
including -

. theg—J social benefits which patents are intended to confer, deriving from
their incentive effect an investment in innovation and from disclosure of
inventions
the social costs which mey be associated with the monopoly powe conferred
by patents - higher prices, restricted outputs, and the losses, from a
national viewpoint, when the benefits d the monopoly accrue to foreigners
- plus the direct costs d administering the system;
the reationship between patents and other maket factors affecting
innovation and competition;
the effects o participation in the international patent system, noting that
whiie the system provides a means d protection abroad for Australian
goods, services and investment, may patents granted to foreigners in
Audtralia frequently are utilised not to support tﬁe establishment o local
enterprises or export trade but rather as non-tariff barriers to provide
protection for imported products;
the various interests d inventors, producers and consumers, recognising that
they have a common interest as citizens in economic prosperity and growth;
equity aﬁ)ects in the operation o the system, where necessary vauing the
welfare o nationals more heavily than that d foreigners; and
Australids economic circumstances and policies, including other and more
direct ways in which the Australian Government is encouraging innovation.

Generally, the history and characteristics d the Audraian economy, singly and
in combination, with heavy emphass uyoon protection, foreign investment and
technology importation, do not provide encouragement for the view that there
are substantial benefits attributable to the operation of the Austraian patent
system, while actual and potential costs can be more easily identified.

On the other hand, withdrawa from the international patent system woud
probably be politically impossble. It wodd be likdly, in any event, to affect
the supply o technology by foreign firms to Australia, and to detract from the
ability Audtrdian firms to penetrate large foreign markets with innovations
originating in Audtraia

While the economic effects o the patent system may be modedt, the transition
costs d withdrawd from the international system might be much larger.

We conclude that Australia should continue to operate a patent system and to
participate in the international patent system.

Account mugt be taken o aspirations for a future in which the growth of
technology-intensive industries will lead the way toward a mz?'or growth of
innovation-based exports. If these aspirations should be fulfilled, a more
favourable benefit/cost margin from the operation of the patent system woud
eventuate.

The policy approach to review and change should be to seek to optimise the net
benefits arising from the operation o the patent system in the national interest




to the extent possble consistent with international conventions, having regard to
the particular circumstances of the Austraian economy. We should seek to
modity the Audtrdian patent laws, adjusting the length, strength and breadth of
patent rights so as to maximise the socia benefits and t0 minimise the social
costs to Austraians.

More specifically, this implies seeking -

. to ogan iIncreased benefits for Austraians by fostering indigenous
innovation, and utilising the international patent system in developing
export markets to improve Austraias international competitive pogtion;
to reduce ur)neoeaagl social costs including those resulting from undesirable
anti-competitive conduct involving patents; and
to improve the efficiency o the administration of the patent system with
consequent reduction of direct costs.

It needs also to be recognised that the patent system is a blunt instrument d

industrial policy and cannot easily be fine-tuned to take account d particular

cases.

We aﬁ)roceed to look at the role of competition lav as a means d reducing
socia costs, taking the common central economic god o both competition lav
and patent lav to be to maximise wealth by producing what consumers wat at
the lowest cost. Neither competition in itself, nor innovation in itself, is an
absolute god. Each lav should, so far as practical, accommodate the
legitimate operation o the other, so that they are both consistently directed to
the same common overall economic objective.

We see m reason why competition lanvs proscribing conduct which has
substantially anti-competitive effects should not have full application in relation
to anti-competitive conduct which involves patents, as it does in relation to
other rivalrous conduct. What is critical, however, regardless d whether
patents are the sole factor or one of multiple factors contributing to market
power, is that the circumstance attracting the operation and sanctions or
remedies d the competition lav should be that the conduct in question is
calculated substantially to lessen competition, and not merely that it involves a
patent or the exercise of patent rights. In this regard, there is ro reason for
special treatment d patent-related conduct as such, by way of either special
proscription or special exemption.

We therefore recommend the remova d certain exemptions d patent-related
conduct from the Trade Practices Act and of certain proscriptions from the
Patents Act, and the application of certain provisons d the former Act subject
to the lessening o competition test rather than as per se rules.

The next matter consdered is the focus o compulsory licensing provisons in
patent lav on what are permissble or desirable ways in which a patent may be
exploited, and in particular on loca manufacture or "working" as against
importation. We conclude that the existing provisons should be retained,
obsarving that they take account d both the possble desirability of local
working and the fact that local demand mey be ma satisfactorily t?/
importation. In addition, a compulsory licence ought to be available
notwithstanding that the prospective licensee wishes to exercise the licence by
importation. The court should have a discretion to order transfer o related
kowvHow as pat o the reasonable terms on which a compulsory licence is
granted. Compulsory licences should be made a remedy available in actions
under the Trade Practices Act.

A further means d reducing social costs wodd be to adjust the patent term.
W& conclude that there is insufficient evidence to warrant either extending or
shortening patent term, but that extensons d term should be abolished.




In considering what types o things should be patentable, we prefer the existin
flexible scope for interpretation ky the courts d the expresson "manner o
manufacture” to a codified approach listing inclusons and/or exclusons.

Consideration o benefits and costs axd the nationa interest leads us to

recommend changes to the present standards d novelty and obviousness so as to
establish a two-tier system for standard and petty patents. We propose the
adoption of a "relative universaV criterion for standard but not petty patents,
Thus, standard patents should be tested against disclosures in recorded form
ngllcly available anywhere in the world, but pet't&/ patents, which we see as
ng particularly slanted towards the needs d Austrdians, should be tested
only against such disclosure in Audtraia To meke petty patents more useful,
we recommend that the dlowable number d claims be raised from 1 to 3, and
that the provisona specification procedure be available. It woud not be
permissble to obtain petty and standard patents for the same invention.

We recommend that the desirability of a scheme giving rights or opportunities
to employee inventors be further studied.

Access to the store d technica information in patent documents is an
important benefit o the patent system, and we meke a number o
recommendations desgned to widen and improve the availability and use o
patent information.

The objective of more efficient operation and administration of the patent
system is reflected in a number o recommendations designed to meke patents
smple to obtain, to enforce and to challenge. In addition to a general
redraft o the legidation to streamline procedures, our pro s include -
a requirement that applicants notify the Patent fice o certain prior
searches;
increased access to documents on patent files; _
the abolition d oppostion proceedings, and the introduction of an ex parte
re-examination procedure on limited grounds;
the introduction o contributory infringement; _
the encouragement o insurance schemes offering coverage against patent
litigation expenses,
transfer o jurisdiction in patent matters from the Supreme Courts to the
Federal Court;
that some operating costs of the Patent Office not be recoverable, and
that the Office be given a greater measure o independence by glVlrég
increased powas o an administrative nature to the Commissoner
Pat_ents;edmd_ al [ ts f atent att d publi ilabilit
raising educational requirements for patent attorneys, and public availability
of the Institute o Patent Attorneyst Ret:omr'nmdegy ae d Changes.

Internationally, we believe that Australia should continue to participate in the
various treaties administered by the World Intellectual Property Organisation,
having regard to the special needs d the Audralian economy. At the same
time, the Patent Office should continue to deveop regional cooperation
programmes, particularly in the Asia/West Pacific region.

Finally, with a view to monitoring the operation and effects o the system, we
propose more effective measures requiring the provisgon, for statistical and
general policy assessment purposes, of full details o patent licences and other
Interests affecting proprietorship o patents. More generaly, the Patent
Office should collect more data for those purposes from applicants and
patentees, particularly concerning the use o patents after grant.




LIST OF RECOMMENDATIONS

A REVIEWING THE AUSTRALI AN PATENT SYSTEM
Patents in the Audtralian economy:  we recommend -

[1] that Audraia continue to operate a patent system and to participate in
the international patent sysem. (1.4)

B EXPLOITATION OF PATENT RIGHTS

Patents and competition law : we recommend =

[21 with a view to proscribing patent-related conduct which has the l|<1)urpose,
effect or likely effect d substantially lessening competition, that the
Trade Practices Ad be amended to -

i remove the exemptions d such conduct which are contained in section
51(3); and

ii alter the operation o sections 4D and 45(1)(@a) (exclusonary
provisions), 4A (horizontal price fixing) and 47(6) and (7) (third party
tying) so that they apply in relation to such conduct subject to the
lessening of competition test and not as per se rules. (3.3)

&)} that the Trade Practices Act be amended to meke the appropriate
authorisation procedure, namdy that which requires the Trade Practices
Commisson to be satisfied that the likely public benefit woud outwegh
the anti-competitive effect, available in relation to patent-related
conduct falling within any o sections 45 (exclusionary and
anti-competitive  provisons), 4A (horizontal price  fixing), 46
(monopolisation), 47 (exclusive deding) and 3 (acquisitions). (3.3)

[41 subject to implementation o our recommendations in relation to the
Trade Practices Act, that section 112 o the Patents Act, which
roscribes certain anti-competitive conditions if attached to the sale,
ease or licensng of patented articles and processes, be repealed, leaving
those matters to be regulated by the Trade Practices Act. (3.4)

Local manufacture, compulsory |icensing and importation - we recommend -

{51 subject to our other recommendations on this question, that the
compulsory licensng and forfeiture provisons in sections 108 to 110 o
the Patents Act ke retained. (4.3)

(6] that an additional discretionary powea in the court to order compulsory
licensing, but not forfeiture or "patent misuse" remedies, be introduced as
a compstition lav remedy for deding with paent-related conduct: under
Part IV d the Trade Practices Act. (4.4)

{71  that in ordering the grant d a compulsory licence the court be given a
discretionary powea to order transfer d related . kronv-ow as part o the
reasonable terms on which the licence is granted. (4.5




[8]

(9]

[10]

C

that jurisdiction in relation to compulsory licensing and subsequent
forfeiture matters be vested directly and exclusvely in the Federa
Court, without provison for preiminary consideration of petitions by the
Commissoner d Patents. (4.6)

that compulsory licences, whether ordered in proceedings under the
Patents Act or the Trade Practices Act, be available notwithstanding that
the prospective licensee wishes to exercise the licence by importation.
(4.7

that no change be made to the existing Austraian lav concerning
infringement by importation and exhaustion o rights. (4.8)

LENGTH AND BREADTH OF RIGHTS

Term o standard patents - we recommend =

[11]

i that the present standard patent term o 16 years from the date o
filing of the complete specification not be altered, either generally or
in the case o particular industries; and

ii that the procedures for granting o extensons o the terms d

standard patents be eiminated in toto. (5)

Manner of manufacture : we recommend =

f12]

D

that the present threshold test d patentability by reference to section 6
of the Statute of Monopolies and to the experession "manner O rew
manufacture” be retained, without specific legidative inclusons or
exclusons. (6)

FOSTERING NATIONAL INTERESTS

Sandard and petty patents - a two-tier System : we recommend -

[13]

[14]

i that novelty and obviousness for standard patents be determined
against a prior art base consisting of - _ _
. disclosures in recorded form publicly available anywhere in the
world;
disclosures openly made, by oral communication, in Australia; and
what has been openly done and used in Austrdia;

ii that, for these purposes (except where there is cross-referencing) it

not be permissble to combine any two disclasures, or a disclosure and
a use, or ay two uses, save that in determining obviousness
single disclosure or use should ke capable o being viewed in the light
d the common general knowledge in the relevant field o art, at the
relevant time; and

iii that the common general knowledge in the art be treated as including

disclosures in recorded form publicly available anywhere in the world
which a skilled person working in the art at the time should

reasonably have bemn expected to find, understand, and regard as
relevant. (7.2

that prior claming by earlier unpublished patent specifications be
abolished as a ground o objection or invalidity for both standard and
petty patents and replaced by a "whole O contents" approach in
determining novelty but not obviousness. (7.3)




[15] i that novelty and obviousness for petty patents be determined against a
prior art which is the same as that which we recommend for
standard patents, except that only those disclosures in recorded form
which are publicly available in Australia may be considered; and

ii that combinations d disclosures and/or uses only be permissble as for
standard patents; except

iii that the common general knowl be treated as including only those
disclosures in recorded foom which are publicly available in Australia,
"available in Australia” here meaning capable o beng accessed or

otherwise directly available in Austrdia. (7.4)

[16] that a petty patent be permitted to include up to 3 clams in dependent
form. (7.4)

[17] that the teem d a petty patent continue to be 1 year from the date o
sedling, with provison as row for extenson for an additional period
expiring 6 years from the filing date of the petty patent specification.
(7.4)

[18] i that divisona applications for petty patents not be permitted from

standard patent applications, and vice versa;

ii that the provisona specification procedure be available for petty as
wdl as standard patent applications; and

ifi that grant d a standard patent not be permitted where there has
previoudy been granted to the same applicant a petty patent for the
%ame invention and having the same priority date, and vice versa
7.4)

Provisional specifications : we recommend =
[191 that the provisond specification procedure be retained. (8)
Innovation from employeest inventions : we recommend =

[201 that the dedrability of introducing a scheme giving rights or
opportunities to employee inventors, including the right in some
circumstances to take out a patent, be further studied. (9)

Patent information : we recommend ~

[21] that the Patent Office - _ _

i classfy patent documents according to the Audrdian Standard
Industrial  Classification in  addition to the International Patent
Classfication;

ii upgrade storage, access and dissemination of patent information by
computerisation o Patent Office data;

lii continue to improve the quality of its searches under the Patent
Cot())lperation Treaty and to meke search results avalable to the
public;

iv. continue promotiond and educational programmes with a view to
increasing public awareness o the source and vadue o technology
information;

v decentralise the patent information services as far as possble,
including the provison o facilities for on-line access by users to the
Patent Office data base and the international data base, in the
Patent Sub-offices and elsewhere, and o more technical information
officers in the State capitals;, and




(22]

E

vi continue to prepare and make available, in genera and on request, on

a fee bass where appropriate, technology evaluation studies to assist

,(Australian industry with industrial and technological development.
10.6)

i that the unproclaimed amendment of section 34 of the Patents Act
which relates to lodgment o abstracts be proclaimed and implemented,
so as to require applicants for letters patent to provide a fair
summay in plan English o the contents o the patent specification,
not to affect interpretation o the specification; and

ii that the Patents Act be amended to ensure that any published patent
specification hdd by the Patent Office, including any drawing it
contains, mey be freely copied or reproduced without infringing any
copyright in that specification or drawing or in any wok of whd it
is a substantial reproduction. (10.6)

EFFI G ENT OPERATI ON AND ADM NI STRATI ON

Procedures generally under the legislation - we recommend -

(23]

that the patents legidation be reviewed and completely redrafted to
streamline procedures, particularly with a view to diminating unnecessary
steps and procedures, avoiding special categories, and establishing
appropriate sanctions for non-compliance. (11)

Search and examination : we recommend —

[24])

(25]
[26]

[27]

(28]

that the present sysem d examination on request and of combined
search and examination be retained. (12.1)

that the present sysem d modified examination be abandoned. (12 2)

that apPIicants be obliged at the time of filing a request for examination
to notify the Patent Office o the results d all searches carried out
previoudy by patent offices, official authorities, or other prescribed
organisations, in respect d the invention or corresponding applications in
other countries, and subsequently to update that notification to the date
of acceptance. (12 3

that both novelty and obviousness d an invention be matters for report
by the examiner. (12 4)

that standard and petty patent application files be confidential until the
date on which they become open to public inspection, but that after that
date, public access be granted to al documents contained on patent files
consistently with the principles and subject to the exemptions contained
in the Freedom d Information Act. (12.5)

Challenging grant or validity - we recommend -

[29]
[30]

that the pre-grant oppostion procedure be abolished. (13.1)

that jurisdiction to hear post-grant revocation proceedings not be
transferred to the Commissoner but remain in the courts. (132




[31] that a procedure be introduced for ex parte re-examination by the Patent

Office, with the following features:

I to ke available for 3 months after acceptance of an application and
at any time after grant d a patent;

ii the grounds to be limited to matters & novelty and obviousness based
on published documents or recorded information;

il to available at the instance of the applicant or patentee, a third
party, or the Commissoner, except if infringement or revocation
proceedings are or have been commenced in a court, in which case the
court mey order re-examination;

iv the Commissoner to have pova to grant, refuse, uphold, or cancel a
patent, direct amendments, or present his findings to a court hearing
a revocation action, as the case may be; and

v the applicant or patentee, but not third parties, to have an express
right d appeal from the Commissioner's decision, third parties having
recourse to the courts only by way o revocation proceedings or as
otherwise provided by law. (13.3)

Enforcement o patents - we recommend -

[32] that alc_)atents should have territorial operation consistent with other
Audrdian legislation concerning sovereignty and with  relevant
international agreements. (14.1)

{331 that in genera the supply of goods whose only use would infringe a
patent, or which are accompanied by a podtive inducement for the
ultimate consumer to perform actions which woud innocently or knowingly
infringe a patent, should itself be an infringement d the patent. (14.2)

(341 that the Government encourage insurance companies to offer appropriate
schemes enabling Australian “enterprises to obtain insurance coverage
against patent litigation expenses in Audtradlia and in other countries.

(14.3)
Jurisdiction of courts and tribunals : we recommend =
[351 i that the jurisdiction in matters d patent lav currently vested in the

Supreme Courts be transferred exclusvely to the Federal Court d
Austrdia; and

ii that consderation be given to vesting in the Federal Court exclusive
jurigdiction in all substantive matters arising under intellectual
property lav (including trade marks, designs and copyright). (15)

I The Patent Office - we recommend -

(361 that the Patent Office not ke required to recover its operating costs for
those of its services which are in the nature d a service to the public
rather than a service to direct users d the system. (16)

{371 that the Commissoner of Patents be granted, under the Patents Act, the
powers d a Permanent Head. (16)

! Patent attorneys : we recommend =

{38] that the mjnimum techni ualification for a patent. . attorney be, a

: Bachelor's cJegree, post—gr%uatqe DI:p(I:oma, or otherpqu gflcatPon%ranetlng

admisson at the corporate level to an appropriate professonal
institution. (17.2)




[391 that the Institute of Patent Attorneys o Australia and the Patent
Office, in conjunction with the Board of Examiners of Patent Attorneys,
investigate -

i the feasibility of the instruction and examination of the 3 subjects
which form the intermediate part o the patent attorneys examination
being conducted at a recognised tertiary institution;

ii the incluson of an additional subject designed to provide candidates
with general legal skills

iii the removal of the present exemptions -
from the intermediate level dlowed to legal practitioners, except
where equivalent subjects have been taken;
from 6 months o the 12 months in-service training alowed to
examiners from the Patent Office; and
from 2 subjects o the final examinations allowed to UK chartered
patent agents; and
iv. the implementation of an exchange programme between trainee patent
attorneys and examiners, and a continuing education programme for
those who have qualified. (17.2)

[40] that the Institute of Patent Attorneys be required to make its

Recommended Scale of Charges available on request to any interested
person. (17.3)

(41] that current proposads to extend the disciplinary powes o the
Commissioner in relation to patent attorneys and to establish an
independent disciplinary tribunal be pursued. (17.4)

[42] that m change be made to the present scope of patent ‘'attorney
practice. (17.5)

F THE PATENT SYSTEM AT HOME AND ABROAD

International rdes and relations - we recommend -

(43] that Australia continue to participate in the various treaties administered
by WIPO, having regard to the special needs o the Australian economy.
(18)

[44] i that the Austraian Patent Office continue to develop regiona
cooperation programmes, particularly in the Asia/West Pacific region,
in the following three main categories:

. advising and training of technical staff and administrators in
industrial property offices;
providing advice and training to industrial property offices to
better access and use the technology information contained in
patent documents; and
development and use o common services with the long range
objective of the establishment d regional arrangements which would
serve all the participating countries concerned; and

ii that the Ministers for Science and Technology and Foreign Affairs
consult with a view to ensuring suitable Government funding for these
activities on the part d the Patent Office. (18)

Monitoring operation and effects : we recommend -

[45]1 i that full particulars of all interests affecting the proprietorship of a
patent, including any licence, be required to be lodged with the
Patent Office, for use for statistical and general policy assessment
PUrposes;



ii that only certain appropriate mninum particulars be entered on the
Register and be open to public inspection;

i that all o the information provided and not entered on the Register
be treated as recelved and hdd in confidence and subject to
privilege, and to the extent necessary for this purpose, that the
application of the Freedom d Information Act be excluded;, and

iv that if particulars are not lodged as required within 3 months after
the date of the instrument, then damages for infringement will not be
recoverable for infringing acts occurring between the date o the
instrument and the date on which the requisite particulars are lodged.
(19)

(46] that the Patent Office introduce procedures to collect more data from
applicants and patentees, particularly concerning the use of patents after
grant, in a form whch facilitates anaysis for statistical and genera
policy assessment purposes, the information SO collected being treated as
received and bhdd in confidence and subject to privilege. (19)



PART A
REVIEWING THE AUSTRALIAN PATENT SYSTEM

——— - —

1 PATENTS IN THE AUSTRALIAN ECONOMY
1 Introduction

There is a growing recognition within Australia that the nation's future
prosperity will depend upon its ability to innovate, take advantage o
technological change, and develop export markets in skill-intensve goods and
services. This implies acceptance of the need for a move away from
inward-looking protection-oriented policies 10 outward-looking competition and
innovation-oriented policies. By conferring property rights in ma technology,
the patent system can serve the interests the entrepreneur Wlshlglg to break
into nav or established markets in Australia or abroad, but it can also further
entrench the podtion o established industry. Moreover, over 90% Oof
Audrdian patents are granted to foreigners, and may have been usd to
protect export - markets in Australia rather than for local manufacture. Our
task in this review is to seek better to adapt the Austrdian patent system to
foster innovation, at the same time bearing in mind the need to safeguard the
interests d the Austradian consumer.

Audtralias patent lav wes inherited from Britain through the colonies at the
time of federation, and Austraia has dways been a supporter d the
international patent system in the creation of which Britain played an important
part.  The essence o the system is embodied in the Paris Convention for the
Protection of Industrial Property (1883) which lays doamn certain principles to be.
followed by member countries. ~ The provisons o the Convention have come
under increasing attack during the past decade by developing countries which
see it as sarving the purposes primarily o the technology exporting nations.

The economic significance o patents has at times been obscured by a haze o
assumptions about rights and rewards for inventors, special pleading by those
directly involved, and a plethora of legal procedures and criteria in the Patents
Act. Patents are commonly assumed to confer social benefits arising from
greater incentive to industrial innovation and from disclosure of inventions, but
there are social costs which mey be associated with the monopoly powe which
patents confer - for example, higher prices and restricted outputs.

A patent confers uyoon an inventor the right to exclude others for a limited
period (16 years in the case of Australia) from making, usng or selling the
Invention clamed.  This is a property right in the sense that it can be sold,
assigned or licensed to others by the inventor.  Like other property rights, its
use is subject to limitations designed to safeguard the public interest by, for
example, restricting certain anti-competitive activities. Also with the public
interest in mind, patent applications and specifications are examined in the
Patent Office to ensure that, as far as possble, patent monopolies are only
granted for "inventions" that were not knoawn or available to others before the
priority date of the application. In due course the application documents are
mede public. Once the application has been "accepted' by the Office, but
before a patent has been granted, an opportunity is given to others to oppose
grant an a variety of grounds set out in the Patents Act, including obviousness
of the invention.  After grant, a patent mey be enforced in an infringement
action and the vaidity of a patent mey be challenged in a revocation action in



the courts. Throughout the life or "term" of a patent, renewa fees must be
paid annualy to keep the patent in force, and, in exceptional circumstances, a
patentee can apply to the court to extend the life of the patent beyond 16
years.

In 1979, a second type of patent was introduced. This is the "petty patent”
which is distinguished from the "standard patent' by its smple and rapid
examination procedure, shorter term (up to 6 years) and a restricted number o
clams. It was intended that the petty patent scheme would particularly suit
the needs d those Australian inventors with relatively simple inventions.

1.2 The economic perspective

Various justifications have been clamed for national patent legislation. It
has been viewed, for example, as giving legal effect to the natural rights d
inventors, as rewarding inventors for their efforts, as a contract between the
State and individuals giving limited monopoly rights in return for the disclosure
of information, and as a means o promoting the national interest by
encouraging innovation. Our Terms d Reference take the last-mentioned
perspective; we must examine ways in which the patent system might enhance
Australia's long term economic prosperity through technological innovation; we
must be concerned with the development and adoption of nrew products and
techniques business and industry (which is innovation) and not merely the
generation of ingenious ideas (which is invention).

This perspective is concerned both with the efficient allocation of resources and
with attempts to gain benefits from new products and new processes that
technological change can bestow. It is a national perspective rather than
sectoral; long-term and broad-brush rather than short-term and case-specific.
A smilar emphasis wes given by the Senate Standing Committee on Science and
the Environment when it stated: "The primary function of patent legislation
should be to serve as an instrument o national economic policy amed at the
stimulation of indigenous industrial innovation not as a means for giving effect
to the 'natural rightst o inventors"(1)

The willingness d the mgority of countries to operate such a policy instrument
as the patent system is a consequence in part o historical circumstances and in
part o peer pressure arising from increasing internationalisation of the patent
stem. But it stems also from a belief that, from a national viewpoint, too
little is invested in the generation, exchange and utilisation of new technology.
The reasons for this underinvestment are widely held to be -
the uncertainz% o payoff from R&D and innovative activity;
the limited ability of the inventor/innovator to appropriate profits arising
from the use o the new knowledge generated; and
the advantage that imitators gain if they can use new technology without
sharing in its cost of production - the so-called "free rider" problem.

Technological innovation is assumed to lead to greater economic and social
welfare. Patents are intended to stimulate such innovation by offering the
possibility of greater profits than could have been obtained if open competition
existed. But the benefits gained from innovation fostered by the existence of
the patent system must be balanced against the costs to society caused by the
restrictions which patents place upon the use of the inventions to which they
relate. For while the purpose of the patent system is to provide an incentive
to innovation, patents also create entry barriers which prevent or retard the
diffusion of innovation by imitation; that is to say, a patent confers a degree
of monopoly power which has inherent anti-competitive effects. It has both
social benefits and social costs.




The intended benefits & the patent system arise from the incentive effects o
investment in innovation and from disclosures d knowledge, subject to the
qualification that social benefit cannot ke attributed to a patent where the
same devdopment and disclosure woud have taken place without patent
protection. However, it cannot be expected that the benefits will operate
across the board, in every case, or in every industry. The patent system does
not, apart from a general selectivity for manufacturing industry, discriminate
between industries and, as a result d international treaties, the scope for
discrimination between nationals and foreigners is restricted.

Although the monopoly pover mede available by the patent system mey operate
to induce innovation and disclosure, it must be borne in mind that society pays
a price in terms d economic efficiency. The costs are the social costs which
mey arise from a monopaly - higher prices, restricted outputs, and the losses,
from a national viewpoint, when the benefits o the monopay accrue to
foreigners - plus the "dead weight" direct costs d administering the system.

Innovation and the possesson o monopdy power interact in a number d
ways (2) Existing monopoly power can be extended to rew products by means
of established reputation or distribution arrangements.  Sales d raw products
mey be tied to existing product lines. Many other market factors may aso
have anti-competitive effects - for example, control over rav material supplies,
use of advertising, or the achievement d substantial economies of scale or d a
position of technologica dominance.  Such conditions d imperfect competition
may discourage innovation by others, and patent rights mey further entrench the
plosition of those who already enjoy a degree of monopoly power in the market
place.

Only in a competitive market economy where there are actual o potentia
innovators and imitators can rivalry take place, patent rights stimulate
additional innovation, and disclased technology become building bloeks in further
devel opment. While the commercid uncertainty provided by a competitive
environment can act as a spur, it can aso discourage the necessary investment
in innovation - an effect which patent rights can mitigate by providing a
measure of protection against imitators.  But this depends upon the confidence
which companies and inventors have in obtaining and enforcing Joatent rights.
That depends in turn on factors such as standards d search and examination;
the peformance o the Patent Office, the courts, patent attorneys and the
legal professon; the budness expertise and financial resources possessed by or
avalable to the patentee; and the commercid quality o the innovation.

Participation in the international patent system, established and maintained
under the Paris Convention, adds a further dimendgon with special importance
for a country such as Austrdia It is clamed that participation, and the
consequent availability in Audtralia of patent protection for foreign inventions
comparable to that provided in other Convention countries, is a vital factor in
the encouragement d foreign capital investment and in relation to the licensing
and other transfer d technol into Audtraia Bu while there are benefits
of this nature, costs are aso involved which nmey outweigh the benefits
depending on the circumstances.

The costs d participation include the higher cost d patented technology
compared to patent information which is freely available to non-participants, the
excluson o imports d cheaper infringing products, the inability of Australian
enterprise to manufacture, sell and export imitations, and restrictions on the use
of imported technology in Australia.



The assurance of equivalent privileges in other countries party to the Paris
Convention is a purported benefit of membership of the Convention.  Possible
advantages particularly associated with participation include the protection of
exported goods covered by patents, of exported technology (including licences),
and o investment abroad. Bu the advantages which might be gained must be
distinguished from the advantages which are in fact gained. The degree of
benefit depends among other things an the extent to which Augralians patent
oversess.

13 The "national interest”

The task which is set for the Committee by the Terms d Reference is, from
the viewpoint d the Audrdian nationa interest, to evaluate the patent system
as it exists in the Audralian context and to determine whether and in what
ways it should be changed so as to meet economic objectives. This is a
complex task requiring Interpretation o the "national interest”, criteria of
performance d the patent system, and facts about the operation o both the
system and the economy. Debate about the patent system hes not aways
measured up to this standard, especially the need to gpply objective economic
criteria.

Interpretation o the national interest and devdopment d criteria of
performance are interwoven. Criteria that have been considered include
economic efficiency, the promotion o invention, the promotion o innovation,
technological advance, administrative  simplicity, historical  continuity,
international conformity, national self-sufficiency, and impact on employment.
As in any multiple criteria decision, there is a need for a means d reducing
such a list to a manageable dimengon.

In this context, Johns has observed

"[Elconomists tend to employ rather smple criteriaa  That is to say, they
tend to judge the result d any system by the contribution it will meke to
the increase in the national income or gross national product d a country
- SO Wwe |JUdg§ the patent system in exactly the same way. We say:
What possble benefits can accrue in terms d national income of
Audtralian residents? Of course when you get domn to specifics, that
becomes a very complex question, one eement d which is dependent an
just what stimulus it provides to new investment in technology, research
and development expenditure, and so on."(3)

It should also be observed that the individual interests d those involved in the
conception, development, marketing, and eventual purchase and ue o inventions
or their products, do not necessarily coincide. Inventors, producers and
consume's have certain separate interests which might be reflected in or
furthered by the structure of the patent system. These were summarised in
the recent Nicholson Report in the UK:

"[Tlhe inventor, insofar as he is nat the producer:
wants the highest price possble for his invention and the credit for it,
even if he mey not be aware of its ultimate commercid potential.

The producer:

. wants ready access to rew inventions which he can incorporate in his
products in order to gan market advantage;
wants to hod on to this advantage as long as possible against
competitors capable df udng the same invention;
mey want to delay exploitation of an invention untii a momet d his
own choosng (or even indefinitely).



The consumer aon the other hand:

. wants a continuing flow d improved products at the lowest possible
prices,
to that end wants a wide dissamination of the state o the art on
exigting products and the potential for future ones so that continued
product devdopment is stimulated and consumer choice guaranteed,
mey not mind if the products derive from copying others' work".{4)

Ultimately, however, inventors, producers and consumers will have a common
interest as citizens in economic prosperity and growth.,

These considerations suggest that we can evaluate the patent system by seeking
to judge the effect it will have on the increase in the national income or gross
national product of the country. Imprecise t h it will be in may ways this
perspective does strive for the application a legitimate basic economic
criterion from which it is possble to develop a manageable approach to reform.

At the same time, allowance does nead to be made for equity aspects, for not
everyone benefits uniformly from the operation of the system. One obvious
illustration is that account must be taken d the fact that the magjority of the
participants (as applicants and patentees) in the Australian patent system are
foreigners. Where national and globa interests diverge, there is a need to
vaue the welfare o nationals more heavily than that d foreigners.

L4 Patents in Australias economic circumstances

In attempting to determine whether the Austradian patent system adequately
contributes to the national income by stimulating innovation, Australia's national
and international circumstances mus be conddered and it must be asked
whether we should continue to be party to the Paris Convention or even to
retain a domestic patent system. While the present unhedthy state of
Australian manufacturing industry cannot le ignored, weight must aso be given
to national aspirations for a more significant role in the region, more open
trading conditions and a greater role in technology-based exports.

In considering wha <timulus to investment in innovation is provided by the
patent system, it must nat be forgotten that the Austraian Government, like
that d most other nations, is conscioudy trying to promote innovation in other
and more direct ways  These include research in government laboratories, the
IR&D Incentives Scheme, tax concessions, the provison o venture capital,
procurement policy, export devdopment grants, and tariffs and bounties{5)
Such measures mey be less important than the broader dimendons o national
economic policy which, Ilgi/ affecting taxation, exchange rates, interest rates,
employment, and d , set the climate for investment in innovation.
Moreover, too much security may in fact inhibit innovation if it removes or
lessens international competition or weskens the pressures d significant changes
in costs. It can be argued that the "slow progress" d the Australian economy
is attributable to preoccupation, in a sheltered environment, with "responding to
developments in the rest o the world, instead o trying to anticipate
developments and to promote the production of those commodities which in the
future we shall be able to produce in competition with other countries".(6)

Given the diversity and complexity d moden industry and the array o policy
instruments employed at any one time, it is not surprising that such economic
assessments as have been attempted o patent systems in other countries have
been inconclusive, and evidence for change is difficult to assess. Machlup's
conclusion is d ten cited:
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"If we did not have a patent system, it woud be irresponsible, on the
basis of our present knowledge of its economic consequences, to
recommend instituting one.  Bu since we have had a patent system for a

long time, it woud be irresponsible, on the bass d our present
knowledge, to recommend abolishing it (7)

It is important to observe, though, that Machlup then immediately added:

"This last statement refers to a country such as the United States o
Ameica - not to a smal country and not a predominantly nonindustria

country, where a different weght of argument might wdl suggest another
conclusion" (7)

The following remarks by Penrose develop this point:

"Any country must lese if it grants monopoly privileges in the domestic
market which neither improve nor cheagpen the goods available, develop its
own productive capacity nor obtain for its producers at least equivaent
privileges in other markets. No amount d talk about the ‘economic unity
of the wold can hide the fact that some countries with little export
trade in industrial goods and few, if any, inventions for sale have nothing
to gan from granting patents on inventions worked and patented [abroad]
except the avoidance o unpleesant foreign retaliation in  other
directions.(8)

After attempting to take account d Australials circumstances, a research study
by Mandeville, Lambeton and Bishop, commissoned for the Committee,
cond uded

"While ultimately a matter d judgment, this study leaves little room for
doubt that the benefit/cost [margin] d the patent system in Australia is
negative, or a the very best, in balance.  However, this concluson does
not necessarily imply an economic justification for abolishing the patent
system.  The costs and benefits d an institution need to be distinguished
from the costs and benefits d abolishing that institution. In the
perspective o the national economy, the economic effects - both costs
and benefits - o the patent sysem in Austrdia are quite modest.
However, the costs d unilateral abolition o the patent system to
Australids international commercia relations could possbly be much larger
"' (9)

Australia is a andl high-income economy with a local market d limited size and
industries that are highly econcentrated. @ The development d its manufacturing
has been much dependent upon direct foreign investment for both capital and
technology, while the conditions d technology transfer to Australia have often
included prohibitions an export.

The extent d structural change in manufacturing has been less than in mog
OECD countries. Low and declining private sector expenditure on R&D
suggests failure generally both to initiate indigenous innovation and to adapt
imported technology.  There has been heavy reliance on research performed
government with consequential problems both in the setting of R&D objectives
and the later transfer research results to the private sector.

There is little export d manufactured goods In broad terms Australia’s
comparative advantage is seen to lie manly in natural resources availability and
geographic location. (In the latter respect, it is noted that a significant

proportion Of existing exports d manufactured goods goes to New Zealand and
the Pacific Idands).




These various condderations are consistent with the suggestions mede by
Mandeville, Lamberton and Bishop that the existence o the patent system in
Australia has contributed little to widening the range of, improving, or
cheagpening the goods available, improving productive capacity or stimulating
export market devedopment.  Generadly, the history and characteristics d the
Audrdlian economy, singly and in combination, with heavy emphass uoon
protection, foreign invesment and technology importation, do not provide
encouragement for the view that there are substantial benefits attributable to
the operation of the Ausrdian patent system, while actual and potential costs
can ke more eadly identified.

As we have dready observed, Australias patent system should not be assessed
independently of its interaction with the international patent system.
Withdrawd from the Paris Convention woud e a consequence d abandoning the
patent system altogether. On the other hand, it woud be possble to meke
mgor changes to the Audtrdian law, if that were considered to be desirable,
while continuing to reman a member d the Convention and conforming to its
broad terms.

The Convention hes been perceived as benefiting countries with large, highly
industrialised economies. Having both local development and export markets to
foster and protect, such countries mey certainly stand to gain, both at home
and abroad, from retention, and indeed, wider adoption, of patent systems
observing the principle of "national treatment". Attempts by the "Group o
77", over the last decade or so, to secure amendments to the Paris Convention
to bias it more towards the economic interests d developing countries, have
been unsuccessful. More recently, a wider divergence o interests among
member countries d the Convention hes been emerging. Different countries
have different economic needs and priorities. Audralia must assess its
interests from a podgtion intermediate between the industrialised and less
developed nations.

No doubt, in Australiads case, participation in the international sysem provides
a means of protection abroad for Austrdian pods, services and investment.
Hwever, it aso entails the obligation to treat foreign applicants on an equa
footing with domestic applicants. Notwithstanding the compulsory licensing
provisons d the Audtrdian Patents Act, many patents granted to foreigners in
Australia (for example, relating to agrochemica and pharmaceutical products)
frequently are utilised not to support the establishment of local enterprises or
expé)rt trade but rather as non-tariff barriers to provide protection for imported
products.

These considerations invite one to question Australia’'s continued participation in
the international patent system which, it could be argued, should be créoendent
yoon an examination o the costs and benefits arising from continued
participation compared to those which woud flaw from withdrawal.

On the other hand, it is extremely difficult to kowv wha effects woud result
from withdrawd from the international patent system.  Clearly there woud be
much concern and o doubt threats d reprisadls d one sort or another from
foreign countries and Austrdian interests alike. These would carry political
weight; indeed, withdrawal woud probably ke politicaly impossble.  Whether
o not other nations woud refuse to grant patents to Audtralians, there would
certainly be a psychological effect uoon the willingness d foreign firms to
supply technology to Austrdian firms.  They would point to higher commercid
risks as justifying greater restrictions on what technology could ke mede
available and a greater price for what wes mede available, at least in the short
to medum term. Conversely, Australians woud become less patent conscious
and less able to exploit foreign patents to their owmn advantage. Indeed,




strong representations were made at the Commercid Implications Seminar (see
Appendix C) by small Audtraian firms wo argued that patent protection was
mos important to their ability to penetrate large toreign markets with
innovations originating in Australia No submisson received by the Committee
proposed abolition o the patent system in Australia or withdrawd from the
International patent system.

As indicated in the passage quoted above from Mandeville, Lamberton and
Bishop, the transition costs o withdravd from the patent syssem by Audtraia
need to be diginguished from the economic effects d the continued existence
of the system. While it appears that the latter effects - both costs and
benefits = are currently quite modest, the transition costs d withdrawa might
be much larger.

11 WE RECOMMEND that Australia continue to operate a patent system and
to participate in the international patent system.

2 APPROACH TO REFORM
21 Audtralias aspirationsin innovation

While Australia hes made poor ue o the patent sysem in the past and its
overall effects mey not have been positive, we must take into account
aspirations to become a dSignificant exporter d skill-intensive goods and
services. Given this situation, the mod critical dement mey be Australids
potential capacity to become technologically competitive.

Audtralia is experiencing markedly changing investment and trading relationships
with other countries, more especial ose o Ada and the Western Pacific
region. Given these dynamic conditions, it mus be asked seriously whether
Australia's comparative advantage is restricted to natural resource availabilit
and location. Present aspirations are for a future in which the growth

technology-intensive industries will lead the way toward a mgor growth of
innovation-based exports.  Opportunities are also seen for up-grading the vaue
of Australias present exports d rav materials by means d process and other
innovation. If these aspirations should be fulfilled, a more favourable
benefit/cost margin from the operation d the patent syssem woudd eventuate.

This prospect does need to ke evaluated against a stream d officia reports and
recommendations favouring expanson d innovation-based exports which as yet
have not produced any mgor structural change. Moreover, alternative policy
instruments d a more selective kind than the patent syssem are available.

However, recent Austrdian export statistics indicate that the share of natural
resource exports has declined while that o technology-intensive exports has
increased(10) While the change is d modest proportions and some uncertainty
attaches to wha "technology-intensve means in the Audtrdian sSituation, an
outward- and forward-looking policy will seek early and maximum benefit from
this possble shifting in the bass d Australias comparative advantage. To
some extent it mey be reinforced by locational circumstances and its future mey
wdl be bound up with smal and medum busness less dominated by foreign
investment. It appears that success to date has come in middle rather than

high technology,(10) and in adaptation in situations in which there are links with
past experience as in mining and agriculture.

Public and industrial awareness d technology issues has increased dramatically
since the time when we first undertook the task of preparing this Report, and
positive government measures are rov being taken to promote technological
development.



22 Genera approach to reform

The policy approach to review and change should be to seek to optimise the net
benefits arising from the operation of the patent system in the nationa interest
to the extent possible consistent with international conventions, having regard to
the particular circumstances d the Austrdian economy. We should seek to
modify the Audrdian patent laws, adjusting the length, strength and breadth of
patent rights so as to maximise the social benefits and to minimise the social
costs to Austraians.

More specifically, this implies seeking -

. to gan increased benefits for Australians by fostering indigenous innovation,
and utilising the international patent sysem in developing export markets to
improve Australia's international competitive postion;
to reduce unnecessary social costs including those resulting from undesirable
anti-competitive conduct involving patents, and
to improve the efficiency d the administration o the patent system with
consequent reduction o direct costs.

It needs dso to be recognised that the patent system is a blunt instrument o

industrial policy and cannot easily be fine-tuned to take account o particular
cases.

The patent system seeks to relate the patentee's extraordinary return to the
social vdue of the invention only by the rudimentary approach that the greater
the demand for the patented invention, the greater is likely to be the
patentee's remuneration. It must then be accepted that there will be cases
where grosdy excessive monopaly profits will be made where socially desirable
inventions will not occur because patents are not obtainable, or, if obtainable,
will not offer sufficient security or reward prospect to induce the innovation;
where patents will be employed to further monopolistic or other economicaly
undesirable ends;, and where socially undesirable innovations will be stimulated
and related social costs exacted.  Such effects should be seen not so much as
failuhes d the sysem but as imperfections which should e minimised as far as
possible.

Given this situation, the only practicable method o pursuing the approach to
reform we have arrived at in this Part is to look at particular proposds ad
attempt to assess overal, and partly from our own experience and intuition,
whether the effects d change in the social cost/benefit margin resulting from
their implementation are likely to be adverse or favourable.

In the succeeding Parts d the Report, we set out recommendations arising out
of the conduct d the review directed by our Teems d Reference, along with
such discusson and reasoning as we see necessary for incluson in a report o
this nature.  We do not attempt to deal exhaustively with all matters which we
have considered or to record exhaustivel%\//lall the reasoning which has led us to
the recommendations we make ay issues on which we feel no
recommendation is warranted are not mentioned at all. Others on which
recommendations are made are nonetheless only briefly discussed.

We have not seen it as our function to confine ourselves, as might a commisson
of inquiry, to consideration o evidence presented and conclusons reached from
that evidence. On the contrary, as an expert advisory committee, we have
seen it as appropriate to have regard to our omn knowledge and experience, and

to apply our wn e>c<1pertise, where required, whilst at the same time considering
and taking account d all available evidence, materials and information.

In the latter connection, we called for submissons from interested persons and
the general public.  We received and mede public 90 submissions (see Appendix
A).



We were assisted by being able to commisson or jointly commisson a small
numbe of studies by academic researchers. These included studies by
Mandeville, Lamberton and Bishop on economic effects; by Carstairs and V¥l ch
on outward foreign licensng; by Maedonald on individua inventors, by Dufty
on dpatentability, novelty and obviousness, and infringement and the rights of
third parties; by Baxt on the interface betwen anti-trust and intellectual
property law; and by Canpbel |l on jurisdiction in patent matters.  Details of
these commissoned reports are set out in Appendix B, but in the remainder d
the Report we refer to them by the authors names only.

We aso conducted or cooperated in conducting seminars an the economic
implications o patents, the Patent Cooperation Treaty, petty patents, and
commercia implications d patents. Detalls & seminars are set out in
Appendix C.

The evidence obtained ty all d these means wes valuable but, of course, it fell
far short d what wodd be required to provide an acceptable framework for
judgments based strongly on empirical data.

23 Framework of the Report

Having arrived at the basic conclusons and resulting methodology set out in
this Part, we turn in Part B to the two other policy areas which require
consideration in conjunction with the man policy thrust d the patent system.
These involve equity considerations concerning the exploitation of patent rights
and which, depending upon how they are assessed, m?/ materially affect the
approach to reform d the patent system itself.  The first d these, canvassed
in Section 3, is the matter d patents and competition lav ~ We examine how
competition lav is to operate in relation to the patent system, looking
particularly to possble safeguards against anti-competitive use d patent rights.
The second is the recently much ventilated question of the policy approach to
ke taken to locd manufacture or "working", on the one hand, and Importation
on the other, and the related issues d compulsory licensing and forfeiture for
"patent miuss'.  These matters are dealt with in Section 4

We turn next to the features o the patent system itself and set out
recommendations following from the conclusons reached in Parts A and B on the
basic policy issues. take first, in Part C, the two central features d
length and breadth of rights howv long should patents last (or wha should be
the term o standard patents) (Section 5), and what things should be patentable
(manner of manufacture), (Section 6).

In Part D, we look at features which in addition to having other benefit/cost
implications, appear to us aso to have relevance from the viewpoint o
fostering national interests by biasng the operation of the patent system in
favour o Austrdians. These include the differences between standard and
petty patents (Section 7), provisiona specifications (Section 8), innovation from
(emp oyees inventions (Section 9), and the utilisation of patent information
Section 10).

Proposals for achieving direct cost savings by improved and more efficient
operation and administration of the patent system form the subject d Part E.
Under this heading we consder procedures generally under the legidlation
(Section 11), search and examination of patent applications (Section 12),
procedures for challenging grant or validity currently represented by opposition
and revocation proceedings (Section 13), the enforcement of pateats in
infringement proceedings (Section 14), the jurisdiction of courts and tribunals




which hear infringement and revocation proceedings as wdl as appeas from
Patent Office decisons (Section 15), the administration of the Patent Office

(Section 16), and qualifications, fees, discipline and professona practice of
patent attorneys (Section 17).

Finaly, Part F looks to the future o the patent system abroad and at home
In Section 18 we discuss Australias international roles and relations in the
international patent system and particularly in the Asa and West Pacific
region.  Section 19 looks at the need for monitoring operation and effects o
the system with a view to collecting data on which future policy decisons mey
be made




PART B

EXPLOITATION OF PATENT RIGHTS

3 PATENTS AND COMPETITION LAW
31 Introduction

It is impossble to meke any meaningful evaluation d the benefits and costs
associated with the operation of the Audraian patent system without also
taking into account the operation of competition law. In this context,
competition lav means nationa lavs which proscribe or regulate conduct that is
perceived to be actually or potentially anti-competitive.

McGonigal has described the economic god d competition lav as being -

"... to establish a competitive maket place in which there will be
pressures an participants to meke the maximum use of available resources
and to search for more efficient management, production and marketing
processes ar to develop nev and better products®.(11)

The best-known_ _com,oetition lav is the US anti-trust laws, from whch the
national competition lavs d mos other countries largely derive (and for this
reason sometimes described as the US's mogt successful export).

Part 1Iv d the Audraian Trade Practices Act 1974 embodies mog d the

competition lav which applies in Australia. Generally (so far as relevant in

the present context) conduct is proscribed only if and where, on investigation

and evaluation d its economic consequences, it Is found -

i to have the purpose, or be likely to have the effect, of substantialy
lessening competition (the "lessening d competition® test); or

i to involve exercise o monopdy powva by a dominant firm for the purpose
o precluding market entry, eliminating or substantialy damaging a
competitor, or otherwise deterring eompetitive conduct.

However, Pat NV dso includes some provisons under which specified
descriptions d conduct are proscribed per se ('per se rules").  The rationale
of per se rules wes recently summarised by the US Supreme Court, thus

"Per Se rules ... require the Court to meke broad generalizations about the
socia utility d particular commercia practices. The probability that
anticompetitive consequences will result from a practice and the severity
o those consequences must be baanced against its procompetitive
conseguences.  Cases that do not fit the generalization mey arise, but a
pea se rule reflects the judgment that such cases are not sufficiently
common or important to justify the time and expense necessary to identify
them. Once established, per se rules tend to provide guidance to the
busness community and to minimize the burdens an litigants and the
judicid sysem d the more complex rule-of-reason trials ... but those
advantages are not sufficient in themselves to justify the creation of per
se rules. If it were otherwise, all d antitrust lav would be reduced to

?ez)rules, thus introducing an unintended and undesirable rigidity in the
law" (1




32 Interaction of patent law and competition law

The inter-relation between patent law and competition lav appears to be widdy
misunderstood. On the one hand, it has been suggested that competition lav
must kov whaly to ?atent law, because any constraints applied to the freedom
d patentees to exploit, as they think fit, the exclusve rights which patents
confer will detract from the fullness & the incentive to innovation which patent
lav is designed to promote Convearsdy, it has been suggested that because
patent lav promotes monopoly, it is irreconcilable with competition lav which

promotes competition, and therefore that patentees must be limited, wherever
possible, in the exploitation d their patents.

As Bovmen wrote o the situation in the US

"Antitrust lav and patent lav are frequently viewed as standing in
diametric oppodtion. .. How can there be compatibility between antitrust
law, which promotes competition, and patent law, which promotes
monopoly?"(13)

Bomren concluded that this conflict wes to a large extent illusory:

"In terms d the economic goals sought, the supposed opposition between
these laws is lacking. Both antitrust lav and patent lav have a common
central economic god: to maximise weath by producing wha consuners
want at the lowest cost. In serving this common goal, reconciliation
between patent and antitrust lav involves serious problems d assessing
effects, but not conflicting purposes".(14)

The problems and the issues which arise in assessing the relevant effects were
reviewed at the Economic Implications Seminar by MeGonigal (whose paper
involves a condderation o relevant economic literature) and aso in the
commissoned report by Baxt. These works have been published and it is
sufficient for the purposes d this Report to refer to them without recanvassing

all that is involved, but without implying that we agree with all that they
contain.

It is appropriate, however, for the Committee to indicate, shortly, the views on
its part which underlie the conclusons and recommendations in this Section.

i While the patent and competition lavs have similar overall economic goals,
they concentrate on different aspects. Patent lav stresses stimulation of
innovation in order to generate more of what consumers want, at the cost of
extraordinary profits. Competition lav concentrates an achieving the lowest
cost by diminating extraordinary profits at the risk of inhibiting investment in
innovation.  There can therefore be, as Bommen indicated, serious problems d
assessing and sorting out the effects.

The way this should be done is by recognisng that neither competition in itself,
nor innovation in itself, is an absolute god.  Each is a valid objective only in
so far as it contributes positively to the overall economic goad o maximising
production of wha consumers wat at the lowest cost, which we equate with the
national interest.

This agpproach involves the need to avoid, so far as possible, choice o one law

over the other.  Rather, each law should, so far as practical, accommodate the
legitimate operation o the other, so that they are both consistently directed to
the same common overall economic objective.



i Patent rights are not necessarily anti-competitive in nature.  Inasmuch as
the availability o patent rights may increase incentives to develop new
products and processes and bring them to the market place, the effect o the
patent lav mey be pro-competitive. That is, patent lav may foster competition
by encouraging invention, facilitating new entry, and publishing information, so
increasing efficiency in the long term at the cost o some short term
distortion.

Moreover, patents are monopolies only in relation to particular inventions.
Ordinarily, patented products and processes Will compete in a market with rival
goods and services. The patentee will have a right to try to prevent direct
substitution o identical products and processes but there will nonetheless be
some demand substitution. The patentee is therefore sddom able to use the
patent rights to regulate output and determine prices free from the constraints
d competition.

A patent creates an advantage which will gti)\é_e to the patentee a degree d
competitive edge o leverage capable of ng utilised in the pursuit o
"rivalrous behaviour" in the maket place, much in the same way as other
conditions and factors, such as capital resources, brand reputation and
technological skills, are capable d being so utilised.  The object d all such
rivalrous behaviour is to achieve some extraordinary profits.  That is part o
the essence o competition. It only becomes economicaly objectionable when
the monopaly profits exacted are "too much for too long, relative to the gains
returned to consumers.

iii It is not inconsistent with the purposes of patent law to subject it to the
operation of competition lav.  The Australian patent law has its origins in the
English Statute of Monopolies d 1623, a competition lav which proscribed
monopolies with the exception d monopolies for inventions.  The exception of
monopolies for inventions was an condition that they were not to be "contrary
to the lav or mischievous to the State, by raising prices d commodities at

home or hurt of trade, or generaly inconvenient”.  The patent lav was only
ever intended to create incentives to innovation in the form o a prospect of
achieving some extraordinary profit. That in m0o way precludes giving full

operation to lavs which are directed to preventing market dominance,
substantial lessening o competition, or other *hurt d trade™.

iv There are many kinds of anti-competitive wnduct in which patents may be
involved. Commonly, patents mey be ussd to reinforce, consolidate and
enhance the pova d entrenched firms to erect entry barriers and otherwise
preserve market domination. This role o patents is vey relevant in the
context d Australias highly concentrated and oligopolistic manufacturing
industry.  Where patents are involved in the preservation and extension o such
market power, they will usudly be one of a anumber d factors and influences
which coalesce to enable monopolistic exploitation. The other factors and
influences mey include capital resources, tariffs and other protectionist
interventions, accumulated technical skills, and goodwill. Together with the
patents, these contribute in combination to the capacity for anti-competitive
behaviour. There mey even be occasons when a patent itself confers a

market monopaly.

We see no reason why competition laws proscribing conduct which has
substantially anti-competitive effects should not have full application in relation
to anti-competitive conduct which involves patents.  In those cases where the
patent d itself creates extreme rror‘opolIo power, this will nean that the
patentee mug limit the exploitation of his exclusve right so as to avoid
substantial_l?/ lessening competition. In some circumstances, this could mean
that he will be obliged to license others an reasonable terms.




Wha is critical, however, whether patents are the sole factor or one of
multiple factors contributing to market power, is that the circumstance
attracting the operation and sanctions or remedies of the competition law should
be that the conduct in question is calculated substantially to lessen
competition, and not merely that it involves a patent or the exercise of patent
rights. There is o reason for specia treatment of patent-related conduct as
such, by way of either special proscription or special exemption.

v logicaly, in relation to per se rules, the position should be no different,
but there are greater practical difficulties.  This is because per se rules are
broad generalisations d convenience, as indicated in Section 31 above. They
apply equally to conduct which is anti-competitive and conduct which is
pro-competitive. In particular, they apply to conduct which involves the
exercise of patent rights in ways which are within the scope o the patent
monopoly, and may be desirable for attaining the ends o the patent system,
without having substantially anti-competitive effects.

In the US there appears row to be a trend away from the use of per se rules,
especially in relation to the exercise of patent rights, in favour d economic
analysis o likely competitive effects.(15) Under proposed US legidlation it is
envisaged that, in anti-trust cases involving patent and other intellectual
property licensing, al pe se rules will be adbandoned in favour o
determinations based on economic analysis. In our opinion, that is the
preferable approach. It follows from wha we have said earlier concerning the
relationship of patent lav and competition lav that patent licensing and other
conduct in the exercise of patent rights is not an appropriate subject for the
application of per se rules.

33 Patents and the Trade Practices Act

Qur consideration of the Patents Act and Part V o the Trade Practices Act,
from the viewpoint o how the patent system should be interfaced with the
competition law, has led us to a number d conclusions.

First, we consider that section 51(3) of the Trade Practices Act, so far as it
relates to inventions covered by patents and patent applications, should be
repealed. As it applies in relation to patents, section 51(3) excludes from the
operation of the provisons d the Trade Practices Act, except section 46
(monopolisation) and section 48 and Part VIII (resale price fixing), any
conditions of patent licences and assignments o patents to the extent that
those conditions relate to the invention covered by the patent or patent
application, or (where the invention is a process) to products d that invention.

Consistently with our views expressed above, we consider that this exemption is
misconceived and undesirable, so far as it excludes those provisons of the
Trade Practices Act which operate according to economic analysis o whether
competition is or would be substantially lessened.

On the other hand, merely removing the exemption would subject patent-related
conduct to the per se rules contained in the Trade Practices Act in sections 4D
and 45(1)(a) (exclusionary provisions), 40A (horizontal price fixing), and 47(6) and
(7 (third party tying). For the reasons we have already indicated, this also
would be undesirable.

Our view that the patent-related provisons d section 51(3) should be repealed
therefore carries the important rider that it should only be repealed if, at the
same time, the application of sections 4D, 45(1)(a), 45A and 47(6) and (7) to
patent-related conduct is mede subject to the lessening of competition test, or
other suitable analysis o anti-competitive effects.



[2] WE RECOMMEND, with a view to proscribing patent-related conduct which
has the purpose, effect or likely effect of substantially lessening
compstition, that the Trade Practices Act be amended to -

i rer(nc)Jve thde exemptions o such conduct which are contained in section
51(3); an

ii dter the opeation o sections 4D and 45(1)(a) (exclusionary
provisons), A (horizontal price fixing) and 47(6) and (7) (third party
tying) so that they apply in relation to such conduct subject to the
lessening of competition test and not as per se rules.

It is outsde the Terms d Reference to make any recommendation concerning
section 51(3) so far as it relates to matters other than patent-related conduct.
Smilar arguments mey wdl apply, however; to conduct related to registered
trade marks and designs, and to copyright.

Logicaly, the viens we have expressed in Section 32 lead to the view that the
application o section 48 and Part VIII (resale price fixing) of the Trade
Practices Aa should be smilarly qualified, instead of operating, as at present,
as a pa se rule. Notwithstanding that some inconsistency is involved, we do
not feel it necessary for us to recommend to this effect. It appears that the
existence of section 48 and Part VIII has not in fact placed undesirable
limitations an the operation d the patent system in Austraia Our view is
that section 48 and Part VIII need not be altered.

Part VIl d the Trade Practices Ad contains important and relevant
qualifications to the proscriptions contained in Part V. Under Part VII it is
possble to goply for authorisations permitting conduct which woud otherwise be
proscribed.  In relation to conduct to which the lessening of competition test
applies, an authorisation is only obtainable if it can be sown that the
proscribed conduct woud result, or be likely to result, in a benefit to the
public, outweighing the detriment to the public constituted by the predicated
lessening of competition (section 90(6)).  For an authorisation to be obtainable
in relation to the pea se rules, on the other hand, there must be "such a
benefit to the public" that in al the circumstances the proposed conduct should
be allowed to take place (section 90(7)). Clearly, these tests contemplate
economic efficiency. The authorisation procedure is not available in relation
to section 46 (monopolisation), section 48 (resale price maintenance) or section
49 (price discrimination).

It is consistent with wha we have said here and in Section 32 that the
authorisation procedures should ke available, in relation to patent-related
conduct, in respect d sections 45, 45A, 46, 47 and 3 o the Trade Practices
Act. We see o need to extend them to sections 48 and 49.

{31 WE RECOMMEND that the Trade Practices Ad be amended to meke the
propriate authorisation procedure, namdy that which requires the Trade
ractices Commisson to be satisfied that” the likely public benefit woud

outweigh the anti-competitive effect, available in relation to patent-related
conduct falli %%Within any o sections 45 (exclusionary and anti-competitive
provisions), (horizontal price fixing), 46 (monopolisation), 47 (exclusive
dealing) and 3 (acquisitions).

In addition there is a notification procedure available in respect d exclusive
dedling, other than that covered by the pea se rules contained in section 47(6)
and (7). We see o reason why this notification procedure might not also
apply in respect d patent-related conduct covered by section 47(6) and (7), but
we do not condder it necessary to recommend positively that it should.




A Section 112 of the Patents Act

Section 112 of the Patents Act contains provisons in the nature of competition
law. Under these provisons, certain kinds d tying conditions (third line
forcing) in a-sale or lease of, or licence to use or work, a patented invention,
are (except in specified alleviating circumstances) rendered void. Pat V d
the Trade Practices Act woud also goply to such conditions but for section
51(3).

R d section 51(3) in accordance with our recommendations woud subject
such conditions to the full rigor o Part IV, including in particular section” 47.
Moreover, as Baxt observed,(16) section 112 of the Patents Act has been

consistently and narrowly interpreted and applied by the courts, and so has been
of little practical effect.

We congder that if section 51(3) is repealed, section 112 should aso be
repealed, leaving all relevant matters to be regulated under Part IV d the
Trade Practices Act.

(4] WE RECOMMEND, subject to implementation of our recommendations in
relation to the Trade Practices Act, that section 112 of the Patents Act,
which proscribes certain  anti-competitive conditions if attached to the
sale, lease or licensng of patented articles and processes, be repealed,
leaving those matters to be regulated by the Trade Practices Act.

35  ummary

Our recommendations in this Section proceed from the premise that there is o
reason to exclude patent-related conduct and, in particular, restrictive practices
in the exercising and licensing of patent rights, from the operation o a
competition lav which regulates market conduct according to whether that
conduct has socially undesirable effects yoon competition.

If the recommendations are adopted, the relevant provisons d Part V d the
Trade Practices Act, except sections 46 and 48, will operate in relation to
impugned patent-related conduct according to whether that conduct has the
pu(;pose,_or is likely to have the effect, of substantially lessening competition,
and subject also to the authorisation procedures. Section 46 will apply
according to different criteria which depend on economic analysis d the
existence and anti-competitive use o maket powe, and the authorisation
prlocedure will be available here too.  Section 48 alone will be the only per se
rule.

We consder that, while still less than ideal, the provisons d Part MV d the
Trade Practices Ad woud in that event sufficiently meet the requirements we
have discussed. It is important to remark that they might not do so if
currently mooted proposas for amendments d the Trade Practices Ad were to
result in replacement d the "lessening OF competition" test, in Part IV, with
other less appropriate criteria In that event, the recommendations we have
mede in this Section could wdl cease to be applicable.

4 LOCAL MANUFACTURE, COMPULSORY LICENSNG AND IMPORTATION

41 Introduction

In the continuing debate over proposas for amendment d the Paris Convention,
one of the more prominent issues has been that o loca manufacture or
"working" O patented inventions, as opposed to exploitation by importation.




The reason has been the preoccupation of the Third World countries, originally
with import substitution, and latterly with the establishment o export
industries, as means o achieving economic prosperity. Their concern has been
that patents granted to foreigners will hinder the development of local
industries, unless the patentees undertake or permit local working of the
patented inventions. Otherwise, it is said, foreign patentees will employ their
patents in the Third World countries to exploit those countries as export
markets from which monopoly profits can be exacted.

Concern has centred on those provisons of the Paris Convention which regulate
the circumstances in which member countries may, where there is "inadequate
local working", wholly or in part abrogate the patentee's exclusive rights
compulsory licensing to enable local working by others, or by forfeiture of the
patent. More generally, attention has been focussed upon the whole question
of local manufacture, importation and compulsory licensing.

42 Eisting provisions

Since 1903 the Australian patent legislation has contained provisons for the
granting of compulsory licences where patentees fail to satisfy "the reasonable
requirements o the public". In the present Act, these provisons are contained
in sections 108, 109 and 110. They provide first for the granting of one or
more compulsory licences where a patentee fails to satisfy the reasonable
requirements d the public in Australia, and for the subsequent revocation of
the patent if, two years after the granting of a compulsory licence, the
reasonable requirements d the public are still not satisfied.

Read literally, these provisons appear to offer the possibility of a compulsory
licence being obtained in a wide range of S|tuat|ons including:

i where the patentee is not working permitting the working of the
patented invention in Australia (section 110(1)(c)),

ii where an existing trade or industry, or the establishment o a new trade
or industry, in Austraia, is being prgudiced because the patentee is not
providing adequate supply or access to the patented invention upon
reasonable terms and conditions (section 110(1)(a) and (®))

ili where the patentee is not sufficiently meeting demand for the patented
invention in Australia (section 110(1){a)); and

iv. where imports o the patented product, produced abroad by or with the
licence of the patentee, are hindering working of the patented invention in
Australia on a commercia scale (section 110(1)(d).

It is something of an enigma that, despite the apparent number d situations in
which these compulsory licensing provisons could be invoked, only 2 cases o
petitions for compulsory licences are knowmn to have gone to court in Australia
One reason for this might be that in fact the provisions in question are
ineffectual; that persons who would be prospective applicants for compulsory
licences perceive, and are advised, that the grounds are so hedged with
qualifications, discretion on the part o the court, difficulties o proof, and
expense, that to petition would be too onerous or useless, particularly without
access to related know-how. Another possible explanation for the dearth of
petitions might be the very efficacy of the provison in question; that the
prospect o obtaining compulsory licences induces patentees to refrain from
misusing their patents to exact excessive profits, and to agree to grant licences
on satisfactory terms. Insufficient empirical information is available to enable
US to assess the validity o either d these contrasting possibilities.

Nonetheless, it is possble to consider, from the viewpoint o principle, the
question of the purpose and role of compulsory licensing and forfeiture in
relation to national economic objectives.



43 Loeal manufacture and compulsory |icensing

The first point to be made is that local working should not be viewed as an
absolute economic goa, in its owmn right. There will be a wide range o
circumstances in which local working will be inefficient and unsuitable. In
particular, there will be many situations in which our economic needs will be
better fulfilled importation than by fostering and protection of inappropriate
local working with its attendant direct and indirect costs.

On the other hand, obvioudy, there will be situations in which local working
will be desirable. For example, it may lead to enhancement d technologica
skills which mey also have a wide application beyond the particular industry to
which the patent relates. Likewise, there mey be circumstances where,
reason o the existence o other competitive advantages, local working will lead
to establishment d a competitive export industry. Locd manufacture is aso
often perceived as a necessary condition for further indigenous development and
invention or as a means d generating employment.

In our view there is ro economic justification in the Australian context for
employing compulsory licensing and forfeiture on the lines advocated by Third
Waold countries as sanctions to compd local working at any price. Rather,
compulsory licensing and forfeiture should have the purpose in Australia of
providing a mechanian by which a patentee can be prevented from misusng a
patent to preclude loca working which is economicaly desirable, in
circumstances where, but for the patent, it could and woud occur.  This
assumes, among other things, the existence o conditions necessary for efficient
production or provison d goods or services which will be competitive.  There
mus exist, for example, a firm with appropriate capacity and resources, and
which desires to undertake such working.

We have concluded that, in principle, compulsory licensing and forfeiture should
be retained for the purpose just stated, and that the existing provisons appear
to be satisfactory for that purpose.

In this connection we note that section 110(1)(e), which is the man non-working
provison, includes qudlifications that the patented invention must be "capable
of being worked in Australia® and that "no satisfactory reason is given for the
non-working".  Smilarly, so far as section 110(1)(a) mey apply to a case where
establishment d a new trade or industry is prgudiced by the patentee's failure
to wok locally, it is only if establishment d the new trade or industry is
"unfairly" prejudiced, that the reasonable requirements d the public will be
deemed not to have been met.

We read these qudlifications as meaning that a compulsory licence woud not be
granted where, for example, local demand is being supplied by importation, local
working woud be less efficient, and there are o outweghing strategic
considerations in favour d loca working.  Accordingly, it is important that al
d the qudlifications be retained.

The remaning aspects d sections 108, 109 and 110 do nat concern local
working.  We condgder that o fundamental changes are required to these other
grounds on which compulsory licences nmey be granted.

Sections 110(1)@@) and () provide for compulsory licensing and, ultimately,
forfeiture, where as a result d default d the patentee in relation to making
the invention available in Australia, a trade or industry in Austraia is unfairly
prgudiced or Audrdian consume demand is nat  reasonably met. Ore
reservation which we feel concerning these provisons is that it could be argued
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that they do nat dlow for local demand to be met by importation if that is
more efficient than local production. We d not so interpret them, but an
amendment to clarify that local demand mey be capable of being satisfactorily
met by importation mey be desirable.

Section 110(1)(d) is at first impresson a peculiar provison. It is expressed to
goply where the working o the patented invention in Australia is being hindered
by parale importation by, or with the consent of, the patentee. = Having
regard to the ftact that the remedy proposed is not restriction of the imports,
but rather the granting of a compulsory licence, the only tﬁpe d situation to
which this provison could apply woud appear to be where the local working is
by a licensee under a licence uoon terms or subject to conditions which hinder
his ability to compete with the imports.  Presumably, the intention is that here
the local licensee can goply for a compulsory licence on more favourable terms
than that voluntarily granted to hm It is not clear that this adds to wha is

aready provided in section 110(1)(@) and (b). However, we cannot disagree

with the economic approach and, accordingly, to leave the provison in place
can do rm ham.

(51 WE RECOMMEND, subject to our other recommendations on this question,
that the compulsory licensing and forfeiture provisons in sections 108 to
110 of the Patents Act be retained.

44  Compulsory licensing and competition law

The existing compulsory licensing provisons do not address the possibility that
compulsory licensng mey be an appropriate remedy for a court dealing with
patent-related conduct which exceeds the bounds d acceptable rivarous
behaviour and falls foul o the Trade Practices Act.

We have aready adverted to the possbility that, where a patent woud
otherwise give rise to extreme monopoly power, it may be necessary, in order to
conform to the economic objectives of the competition law, for the patentee to
grant licences an reasonable terms to competitors. Ve see no reason why the
court should not have a discretion to order a compulsory licence if the patentee
does Not grant a suitable licence voluntarily..

In the United States, the courts o have powa to order compulsory licences to
redress anti-trust breaches, and that powa on occasions has been exercised to
great effect.  Its existence ad the possbility that it will be exercised aso
operate as important influences upon |i)_a_tent_ee£ to grant licences for the
purposes f avoiding or settling anti-trust litigation.

In our opinion, the vesting o a smilar power in the relevant Austraian court
waud be likely to assist in curbing unjustifiable, anti-competitive, patent-related
conduct.  Accordingly, we recommend the introduction o a power d this kind
as an additiona discretionar?/ remedy in cases d contravention of Part V o
the Trade Practices Act. t would be more logical for the relevant provisons
to appear in the Trade Practices Act rather than the Patents Act, but either
woud accomplish the &sired result.

A dmilar question arises in relation to forfeiture. There is o provison in
Augtrdlia (or in the US for forfeiture d a patent as a sanction or remedy for
contravention of the competition law.

Hwever, in the US there is the doctrine of "patent misuse" which effectively
suspends the enforceability of a patent, where there is anti-trust contravention
(and adso in certain other situations), until such time as the patentee has
desisted from, and "purged", his errant conduct.(17)




Fom wha we kow d it, the misuse doctrine in the US seems to have evolved
from a rather evangdica approach to anti-trust laws, which worships
competition pa se and fails to take account d other welfare considerations,
including the purposss d the patent system. The doctrine mey be an
appropriate way to deal with breaches of per se rules and, in fact, that is the
context in which it has been mast used. However, we have aready indicated
that in our view pa se rules are inappropriate where patents are involved,
bec:alui.%I o the need to sort out and weght the different welfare objectives
involved.

Consistently with those viens we do not recommend introduction in Australia of
a miuxe doctrine o d the more draconian sanction o forfeiture for
contravention o Part |V d the Trade Practices Act. Creation of a powe to
compe compulsory licensing in order to redress contravention of the competition
lav seems to us to be the sounder gpproach in terms d economic objectives.

(6] WE RECOMMEND that an additiona discretionary powe in the court to
order compulsory licensing, but not forfeiture or "patent misuse" remedies,
be introduced as a competition lav remedy for dealing with patent-related
conduct under Part V d the Trade Practices Act.

45 Transfer o know-how

An interesting suggestion made in the Nicholson Report is that provison should
be mede for the courts in the UK, when ordering compulsory licensing, to be

able to direct the transfer in appropriate cases and on suitable terms d related
know-how, including trade secrets.(18)

In the UK, as in Australia, compulsory licensing provisons have been little
used.  Nicholson's argument is that a principal reason for non-utilisation d the
provisons is that a bare patent licence woud often not permit efficient
innovation by the licensee, whereas a patent licence coupled with access to the
related know-how woud do 0. The suggestion was made in the hope that a
provison enabling transfer d know-how compulsory licences are granted,
"after test cases .. Will lead to a general bdief that such licences are an
effective instrument and that therefore patentees will be readier to grant
satisfactory patent licences with the associated know-how".(18)

Clearly, implementation of this pro , Whether in the UK or Austratia, woud
involve difficulties relating to the framing and enforcement o knowv-tow
transfer orders, particularly where the patentee resides outside the country.
But the ﬁroblems involved probably d not be o greater magnitude than
some d those with which courts in the US commonly grapple in connection with
the dismantling o monopolies.

The requisite knowv-how mey sometimes be obtainable at not significantly greater
colst_ from alternative sources. In many cases this may be a preferable
solution.

The reasons for the proposal are _basicallty untested in the sense that, as we
have aready noted, there is no evidence that the low incidence o applications
for compulsory licences is because bare licences, without related knowv-how, are
perceived to be of little commercid value.  Certainly, Nicholson provides no
empirical support for this idea

Nonetheless, we are incdined to think that the proposd is worthy of
implementation on a trial basis in Audrdia If lack of access to related
technology is nat in fact the reason why there is little compulsory licence




litigation, then nothing will have been lost the experiment.  On the other
hand, if there is substance in the argument, then the procedure will be a useful
one to explore.

It woud be left to the court's discretion in dealing with compulsory licence
applications to determine whether any and wha know should be ordered to
be transferred in conjunction with the licence.  The court waoud also have to
formulate ap(s)ropriate directions for arranging its transfer, for meeting the costs
involved, and for providing suitable recompense to the patentee, all as part o
the reasonable terms upon which the compulsory licence is granted. The
patentee would at dl times have the right to surrender the patent.

(7] WE RECOMMEND that in ordering the grant d a compulsory licence the
court be given a discretionary pove to order transfer related know-how
as part d the reasonable terms an which the licence is granted.

Ore mamba of the Committee dissents from this recommendation. He is o
the opinion that it is unlikdy to be effective and that there should not be
introduced a provison for divesting knowvHow from patentees but not from
others guilty o anti-competitive behaviour. In his view, such a provison
would act as a disincentive to patenting, so that manufacturers woudd resort to
secrecy to protect innovations, rather than to the patent system.

6 6 Jurisdiction

An important consideration in al that we have said in this Section is that
compulsory licence applications and subsequent forfeiture applications will be
mede to and dealt with by a court.

Under the present provisons, the application procedure requires a petition to ke
presented to and conddered by the Commissoner o Patents. The
Commissoner mey then either dismiss the petition or refer it to the court for
determination. Of course, there is an apped to the court from dismisa.

In our opinion, it woud be preferable for applications to e made directly to
and dealt with by the court.

It is an important pat d our conclusons that the court with jurisdiction over
applications under sections 108, 109 and 110 will be the Federal Court.  FHom
wha we have said so far, it will be evident that the issues which arise in
compulsory licensing and forfeiture proceedings are inextricably linked with
competition lav issues and require similar investigation and analysis d economic
considerations.

Cases could be expected to be decided faster and better, with lower costs, if
al such matters were dealt with by the one court. That wodd permit the
judges (or a particular divison) of that court to develop (and perhaps in due
course to be appointed for) expertise and experience in relation to the relevant
subject matter and both legal and economic principles.

We have dsewhere recommended that other relevant jurisdictions under the
Patents Act should also be vested exclusively in the Federal Couirt.

[8) WE RECOMMEND that jurisdiction in relation to compulsory licensing and

subsequent  forfeiture matters be vested directly and exclusively in the
Federal Court, without provison for preliminary consideration of petitions
by the Commissoner o Patents.
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47  Licences to import

It is important to emphasse that wha we have said earlier in this Section in
relation to sections 108, 109 and 110, and concerning compulsory licensing as a
competition lav remedy, involves the following understandings concerning
importation:

i If by reason of default on the part d the patentee, of o the kinds
described in section 110(1)(a), demand for the patented article in Audrdia
is nat being reasonably met, then sections 108, 109 and 110 will, in
appropriate circumstances, permit a person Wo is in a podtion to import,
to obtain a compulsory licence authorisng him to do so, where that will
result in demand in Australia being more reasonably met.

it If our genera recommendations concerning application o the Trade
Practices Act are implemented, then, where the exercise of patent rights to
prevent importation hes undesirable anti-competitive effects, the Trade
Practices Ad will gpply to regulate the exercise o those rights, and a
compulsory licence mey be obtainable to permit the importation. We note
that the Trade Practices Ad requires competition by imports to be taken
into account.

It is fundamental from an economic viewpoint that Australian patents should not
be capable o being used to maintain excessive prices by excluding imports.
This applies both to patentees wo treat Australia as an export market and who
wih to eliminate other imports in order then to charge excessively for their
awn products, and also to patentees wo are local producers wishing to eliminate
imports in order that their locally produced products mey then be sold at
excess e prices.

In determining what amounts to an excessive charge, the considerations which
apply where the patented articles are imported may differ from those which
apply where they are localy produced. Indeed, in every individua case, it
will dways be necessary to have re%;ard to other relevant welfare and equity
considerations which mey be involved. However, the essential point is that
relevant economic criteria will be examined and the case assessed accordingly.

9] WE RECOMVEND that compulsory licences, whether ordered in
proceedings under the Patents Acd o the Trade Practices Act, be
available notwithstanding that the prospective licensee wishes to exercise
the licence by importation.

48 Infringement by importation

Under the existing law, a patent is infringed by importation of the patented
article or, in the case of a process clam, of the product d the patented
process. It is implicit in what appears in Section 4.7 and elsewhere in this
Report that the principle of infringement by importation will continue to be
pat d the Audraian law.

There are arguments whidh have been put, on economic grounds, for abandc_)nircP
this principle and permitting importation into and circulation within Australia
articles made outsde Austraia which, if made within Australia, would be
infringing articles.

The bads for such reasoning is that if, even with the assistance d a patent
conferring exclusive rights to local working, local production cannot compete
successfully with imports, then there is o case for encouraging or inducing
innovation by local working; importation is economicaly more efficient and
should not be restricted. Least d all, so this reasoning proceeds, where
importation is more efficient than local production, should a patent be capable




of being used to protect the patentee's omn imports from competition from
other imports. If there are cases where innovation by local working is desired

é(f) be_f?ncouraged, this can ke achieved deliberately and selectively by the use
tariffs.

A magority of the Committee is not prepared to accept that these arguments
justify a recommendation that the lav should be altered so that importation
does not constitute infringement. The majority considers that, while it is
recognised that there mey be mawy situations in which innovation by local
working will be less efficient than importation, nonetheless it is reasonable to
start from the premise that, prima facie, innovation by local working is to be
encouraged, because it will tend to strengthen and broaden the country's
technological base and in that wey contribute, in the longer term, to the
dynamic devdlopment d more efficient local and export industries.

It is consistent with this gpproach to view the purposes d the patent system, in
its role of creating added inducements for investment in innovation, as beng
directed, prima facie, to the inducement d innovation by local working.  To
dlow importation o patented articles woud reverse this approach.

Accordingly, the magjority view is that the preferable approach is to leave the
principle o infringement by importation in place, subject however, first, to the
operation of the Trade Practices Act, and second, to the compulsory licensing
provisions, e(()],oerating in each case, in the ways we have aready discussed and
recommended. In particular, section 46 o the Trade Practices Act will be
available to prevent monopoliss from usng patents to exclude import
competition, and under the compulsory licensing provisons it will be possble to
seek a compulsory licence to import where local demand is nat being otherwise
reasonably met.

A last point that arises in relation to infringement by importation is whether
Australia should adopt a wider "exhaustion Of rights" principle.

The idea of exhaudtion d rights has been adopted in a number d countries in
which the concept d infringement by importation is applied. It amounts to
saying that whereas, ordinarily, importation of the patented article, or an
article made by the patented process, will constitute infringement, this will not
be so if the person by whom the imported article wes first put into circulation
somewhere else in the world, is the person wo is the patentee in the country
of importation.

This principle is dready part d the existing Audradian law, subject to a
qualification that importation of the patented article put into circulation outside
Australia by the Audrdian patentee will be an infri  ment if, at the time of
first putting the article into circulation, that patentee attached an express
dlipulation against bringing it into Austraia.

However, in some other countries, especially those of the European Economic
Community, a consderably expanded exhaustion o rights principle is applied.
First, the qudlification that the patentee mey effectively stipulate agaist
importation is nat admitted.  Second, the principle is extended to articles put
into circulation by persons licensed by the patentee, and certain classes d
persons connected or associated with the patentee.

In relation to the EEC the explanation for this expanson o the principle is
largely to be found in_the fact that otherwise the patent right could frustrate
the provisons d the Treaty of Rome relating to movement d goods between
States. It is important in this context to understand that the EEC applies the




principle only as between its memba States. It does not gpply the principle

to the importation into member countries d goods first put into circulation in
countries outside the EEC

Given that it des not recommend €iminating in toto the principle o
infringement by importation, the magority d the Committee does not see that
any useful purpose woud be served by widening the existing exhamtion o rights
principle to extend its application to goods put into circulation outsde Austraia
by particular types d persons wo are licensed by or otherwise connected with
the patentee.  Adoption d this gpproach could operate to discourage licensing
by Australians o their inventions abroad since to do so would then expose them
to competition from their foreign licensees in the Ausrdian market. It woud
also introduce a positive bias against Australian manufacturers for the reason
that in other parts o the world, including the EEC consdered as a whole, the
wider principle of exhaustion does not agoply. ~ In addition, uncertainty and
difficulties d interpretation and application, with attendant administrative cost
and potential for expensve litigation, would be likely to be created.

{101 WE RECOMMVEND that o change be made to the existing Audrdian law
concerning infringement by importation and exhaustion of rights.
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PART C
LENGTH AND BREADTH OF RIGHTS

Ou stated am d reducing "unnecessary social COSIS' recognises that some
social costs are "necessary". The basic concept is that socia wefare is
maximised when the ne surplus d gains over losses is maximised.  However,
even though this mey not ke achieved, consumers will be advantaged if the
gains are sufficient to outwegh the attendant losses.

The easiest reforms to propose for improving the benefit/cost margin resulting
from operation o the patent system will be ones whidh can be predicted to
reduce social costs without any accompanying likelihood of also lessening
simulus to innovation.  Where a reform woud potentially reduce social costs
but dso diminish the benefits produced by the system, the assessment becomes
much more difficult.

The overal effects d the patent system pear to be subtle, Iardgely
unexplored, and imperfectly understood, and in this situation reform should be
approached with considerable caution. Nowhere are these considerations more
apposite than in relation to the fundamental issues d -

. howv long should the patent term be?

for what things should patents be, and not be, obtainable?

5 TERM OF STANDARD PATENTS

The Patents Act provides for a standard patent to have a term o 16 years from
the date d lodgment d the complete specification, subject to payment o
annua renewa Tees. An extenson d term for up to 5 years, and in
exceptional cases 10 years, mey be obtained where the patentee is found, after
an extensive enquiry in the courts, to have been inadequately remunerated.
(Extensions arising from wa losses are aso available but it is not necessary to
deal with them in any detail here). There have been a number d recent
Audtrdlian cases in which extensons o term have been granted, in some cases
for 10 years. They have included cases where the patentee hes been
prevented from exploiting the invention during all or a substantial part of the
term d the patent due to delays in obtaining regulatory approval from the
Government before products can be marketed (“regulatory delays").

It is clear from information produced to us lby the Patent Office that the
magjority o patents issued do not run their full term. Of the patents
commencing in a given year, about 7% cease each year after the 4th year, so
that about 50% cease by the end o the 10th year and less than 20% are
renewed for the 16th year. May useful patents e a short life because the
inventions to whd they relate become outmoded or replaced by other
developments. However, there is o detailed evidence available to sow how,
and proportion Of, patents in force at any given stage are being exploited.

Patent terms in other countries range from 3 to 20 years, and there are 5
different commencament dates which are employed. In a few cases different
terms are given for different types o inventions (such as foodstuffs, medicines
and pharmaceuticals). Extensons d tem are available in some countries,
sometimes depending on local working o the invention. It hes been suggested
to us that there is internationally a trend towards a longer patent term.




Under the European Patent Convention, and in countries subscribing to that
Convention, a uniform teem o 20 years is afforded.  However, many countries
have patent terms d less than 20 years - typically between 14 and 17 years.

The issue of the desirable length o term d a standard patent wes strongly
canvassed in submissons mede to the Committee. Submissions supporting a
longer term, or increased availability of extensons d term, were varioudy
based on arguments relating to international uniformity, to the development time
needed to bring certain inventions to commercid fruition, and especialy to
regulatory ddays applying to certain classes o chemicas (particularly
pharmaceutical, veterinary, and agricultural chemicas). No submission favoured
a shorter term.

Nor dd any o the submissons advocating a longer term, or increased
availability o extensons, involve conclusons arrived at by the use of economic
analysis.

On the other hand, the view has been put over a long period that economic
analysis suggests that a term much shorter than 16 years is probably sociall
optimal. hese suggestions have been modly based on the application
economic theory to rather primitive modds d static market conditions.
However, as Tisdell said in discussing questions as to the optima length o life
o a patent, "the social assessment d technological progress is more complex
than assumed in the standard case"(19) He concluded that the evidence
reviewed in his paper, which wes evidence derived from anaysis d modds,
indicated "that the socially optima length o life for patents is likely to be 10
years or less". (20) He warned, however:

"One needs to be way about using smple economic models as a basis for

proposing reforms to the patent syssem. Much more theoretical and
empirical wak is needed on this subjeect". (20)

It is evident that to increase the length of the term d patents for inventions
generally, or for any class d inventions, will produce added social costs,
because there will be the potential for a proportion of the patents concerned to
be usad to exact additional monopoly profits during all @ part d the further
period which is added.

Accordingly, any increase d term woud be warranted only if it could be shown
that a net socia gain nonetheless woud result. That” could only be if the
increase in question would produce sufficient added social advantage, either by
further stimulus to worthwhile innovation or in some other identifiable way.

Convarsdy, if the teem d patents for al or particular classes d inventions
were reduced, there woud be a clear potential for social cost savings, but the
effect an incentive to innovation, and on the position of Audtralias present and
potential export industries, and the possbility of other more indirect and subtle
negative social implications, would all require assessment.

Perhaps inevitably in view d the complexity of the subject, and the lack o
empirica data and of adequate theoretical wak on the subject, the members d
the Committee differ in their conclusons as to the issues involving patent
term. Two membas believe that the term d a standard patent should be
reduced to 10 years. A mgority of the Committee considers that the existing
term should not be altered at present, either across the board or in relation to
particular industries ar classes d patents.
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The reasoning of the magjority is as follows:

i It is not clear that significant social cost savings would follow from a
reduction of the term, from 16 years to 10 years, or, a fortiori, from any
lesser reduction. The evidence is that not many patents have an effective life
after 10 years. Mod inventions, even if commercidly successful, are outmoded
or superseded within that time. Obvioudy, there will be exceptional cases in
which the extraordinary profits reaped by the patentee in the latter haf d the
16 year term will be enormous, relative to any social gains contributed. It
does nat follow that the social costs d such exceptional cases are significant in
the total picture.

ii The losses resulting from reducing the patent term, on the other hand, could
be nare significant. —~ While the complexities and subtleties d the system may
not ke well understood, it is apparent that psychological effects are important.
The podgtive influence o the prospeet d achieving large monopaly profits for
16 years mey be altogether disproportionate to the number d instances in which
such profits are actually achieved.  Smilarly, in relation to the perception of
prospective transferors d foreign technology, the influence d a reduction of
teem from 16 years to 10 years could be greater than cold, objective anayss
waud suggest it ought to be.

iii The weghting which might otherwise be attributed to the social costs of a
16 year term, as opposed tO a 10 year term, IS moderated by our
recommendations concerning competition lav. ~ Where there is a competition law
which plies to anti-competitive patent-related conduct, the socia costs
potentially associated with a patent monopoly are commensurately reduced.
The patent system cannot legitimately be viewed as creating costs which woud
result from patent-related conduct which is effectively prevented or deterred by
the competition law.

iv. The questions relating to length of term cannot be looked at in isolation.
Later in this Report recommendations are made concerning a "two-tier" patent
system. These recommendations have the purpose o reducing the outflow o
extraordinary profits resulting from the utilisation of patents owned by
non-residents. They woud be nullified by reduction of the standard patent
term to 10 years, because petty patents, as we are recommending them to be,
would then be more attractive than standard patents, for foreign and locd
applicants dike, in virtualy all circumstances. A dgnificant part o the
benefits hoped to be achieved ly the proposed two-tier system will be
dependent upon foreign applicants for the most part continuing to opt for
standard patents rather than petty patents. It is the longer term which will
lead them to do so.

v No case has been made out for a longer term.  No empirical evidence has
been adduced which sup||oorts the idea that to increase the standard patent term
beyord 16 years d produce significant added social gains, and the
theoretical evidence, such as it is, to be deived from the economic literature
points to a shorter, rather than longer, term.

vi Arguments that Australia should join the international trend towards a 20
year term are unconvincing.  The supposed trend redly is only among Western
Industrialised countries, mostly having economies with which Australia's

has little in common Reciprocity on term is not required under the Paris
Convention or Ly other international obligations.

The Committee is agreed that all existing procedures for seeking extensions on
the grounds d inadequate remuneration, or wa loss, should ke eiminated.
There is no evidence that the extension procedure contributes to social benefits




provided by the Audralian patent syssem.  On the other hand, there are likely
to be social costs arising from the uncertainty faced by competitors who are
unsure when rights in patented inventions will terminate.  Wa 1ess, if it should
occur, will best be dealt with by specifically adapted measures at the time.

Three membears o the Committee note that the introduction o some products to
the market place is subject to Australian (federal) Government gpproval.  This
is particularly true, for example, of pharmaceuticals and d some chemicals in
the agricultural and veterinary fields.  Available evidence shows that the time
to obtain approval, usudly because of a requirement to conduct tests an
essential dement d which Is the passage of time, can take may years.  They
argue that because such regulatory delays are imposed by the same Government
that grants the patent, because their duration is unpredictable, and because
they effectl\;/ie]lgl prevent the patentee from proceedln%] with the orderly
devel opment marketing of the patent, equity demands that the patentee be
compensated by an extenson o the lﬁatent term equa to the regulatory delay.
They note that the Nz Industria Property Advisory Committee came to the
same concluson, putting a maximum o 4 years on the extension, and would
recommend similarly. They are also d the view that, in the light d the
Australia NZ Cleser Economic Relations - Trade Agreement, the length of the
patent term should be the same in both countries. A magority of the
Committee rejects these arguments.

In the view d the maority, in the absence o contrary empirical evidence, it
strains credulity to contemplate that research or  innovation investment
decisons, made early in the life of the invention, could ever be materialy
influenced by the prospective availability of an extension after expiration of the
initial 16 year term to compensate for inadequate remuneration, particularly
when dlowance is mede for discounting. On the other hand, such extensions
waud increase social costs. It should be noted that regulatory delay affects
may innovations in mawy industries in may different ways For example,
automotive emisson, building and sanitary systems, telecommunications, human
medicines and agrochemicals are all subject to regulation which mey significantly
delay the marketing of rewv products. Deays to marketing mey be caused by a
variety of factors other than government regulations and which, irrespective of
their source or nature, affect patenteess financia returns. In this context,
price control mey be added to aelay as a further factor affecting returns. To
single out regulatory delays caused by federal legidlation as the only ground for
extensons o tem wodd be illogica in the view d the mgority of the
Committee.  For these reasons the magjority rejects the proposa for extensons
for regulatory delays.

[11] WE RECOMMEND -

i that the present standard patent te'm o 16 years from the date of
filing o the complete specification not be altered, either generally or
in the case d particular industries; and

ii that the procedures for granting of extensons d the terms o
standard patents be eliminated in toto.

6 MANNER CF MANUFACTURE

Inventions for which patents mey be obtained are defined in section 6 of the
Patents Act as being "any manner d nawv manufacture the subject d letters
patent and grant d privilege within section 6 of the Statute d Monopolies'.

This concept involves 3 primary tests:  the invention must be new, inventive
(not obvious), and capable o " industrial application. The requirements o
novelty and invention are the subject o express grounds d invalidity under




section 100 of the Patents Act and are discussed below in Section 7. The
industrial capability requirement arises from the reference to section 6 o the
Statute of Monopolies axd the words "manner d .. manufacture’. This
concept involves little more than that an invention must beong to the useful
arts rather than the fine arts.

Over the last 350 years the courts have interpreted and applied the concept o
manng o manufacture in an expanding and generally non-sdective fashion,
except for a tendency to focus on manufacturing industry, more or less in
accordance with the expanson d technology and industrial activity, and the
needs and understanding o the times.(21)

Fom the standpoint d public interest or industrial policy objectives, however,
the question d what sort d inventions should or should not be patentable needs
to be asked and, indeed, has given rise to much debate throughout the history
of the patent system. In principle, it woud be possible to legislate about
what mey be patented for the purpose o seeking to implement selective
economic policy objectives, according to Australia’s perceived needs ad
circumstances. In particular, this could be done for the purpose o
encouraging or discouraging innovation, or stimulating or precluding patenting,
either In certain industries or technologies or In relation to particular
descriptions o products or processes. Surgica and medicd techniques for
humen  therapy, and mixtures d foods and medicines are regarded in
countries as being unpatentable on public interest grounds.  Pharmaceutical and
therapeutic compounds are regarded as unpatentable pea se in many less
developed countries whdh do not have an indigenous pharmaceutical
manufacturing industry. Some advanced countries such as the UK, Germany,
Switzerland and Japan, have at one time or another limited the patentability of
chemica compounds to assist their indigenous chemica industries to compete
against foreign-based companies.  Such an approach reflects perceived negative
or restrictive effects d patent rights, particularly when granted to foreigners.

On the other haend, reflecting ﬁositive, pro-competitive aspects d patents, it
woud be appropriate to ask whether the concept d mamne o manufacture
should be broadened specifically to embrace modemn technologies, particularly
those which are software based (either in the narrow computing sense or in a
more general sense which might include accounting, investment, and other
systems d doing business).

As a genera view, the Committee considers that attempting to fine tune the
patent system in this wey would be unlikedy to prove very useful for the
purpose of implementing economic palicies in the way postulated. There are
other available measures d a more flexible and immediate nature, such as
tariffs, taxation incentives, and other forms d specific selective encouragement
or discouragement.  Compared to these measures, changes to the criteria for
patentability, and more particularly the subject matter for which patents can
and cannot be obtained, would be likely to prove a very dow, blunt and
inefficient instrument for influencing the economic direction o particular
industries or fields d technological development in Audtraia Na the least
relevant consideration in this connection is that particular exclusons which
might be proposed woud take Y to 16 years to wok out d the system, in sO
far as there are existing patents relating to the subject matter to be excluded.

More specifically, with regard to chemicals and pharmaceuticals, the mgjority of
the Committee consders that there wes insufficient empirical evidence or other
information to determine whether excluson o these fields from patentability
would postively stimulate the devdopment d an indigenous manufacturing
industry or what effect it woud have on the availability of drugs and other fine
chemicals an the Austrdian market.




Two membas d the Committee consder that some explicit restriction o
patentability for inventions in this field woud be appropriate in view d
Australia's stage o devdopment in chemicad manufacturing. For example,
Audtrdia migt do wdl to follow the recent Chinese patent legislation which
expresdy excludes from patentability, pharmaceutical products, substances
obtained by means d chemica process, foods, beverages and flavourings. The
majority rejects this view, considering the public interest in this question to be
adequately ~ provided for, having regard to the recommendations esewhere
concerning competition lav and compulsory licensing. It is apparent, moreover
that, world-wide, patents are important in the pharmaceutica and chemica
industries, and that this is one of the areas in which the observation that
reform should be agpproached with considerable caution has application.

Likewise, there hes not been mede out to the Committee any case for
legislating specifically to bring all forms d computer software within the scope
of patentable subject matter. We note aso that hitherto the computer
software industry in Australia hes been devdoping rapidly without relying on
atent protection.  This, coupled with the great practical difficulty of settin

undaries for patentable software and d conducting systematic and thoroug
novelty searches, convinced the Committee that 1t should not recommend
explicit extenson o the field d patentability to cover software.

Findly, it hes often ben suggested that the reference to "manner d
manufacture’ as the touchstone o patentability should be replaced by an
explicit statement d wha is and wha is not patentable. For example, a
codified definition wes substituted in the UK Patents Act for the former
reference to manner d manufacture to bring that legislation into line with the
European Patent Convention. We condde that the existing concept operates
quite satisfactorily. It hes the advantage o being underpinned by an
extensve body o decided case lav which facilitates its application in particular
circumstances. At the same time it has, in the past, exhibited a capacity to
respond to rew developments. To replace it with a codification would be
likely to produce far more problems, with attendant costs, than it would solve.
On this point, the Committee agrees with Dufty's observations.(22)

[121 WE RECOMVEND that the present threshold test d patentability by
reference to section 6 of the Statute of Monopdlies and to the expréssion
"manner  rmmw manufacture® be retained, without specific legidative
indusons or exclusions.




PART D
FOSTERING NATIONAL INTERESTS

7 STANDARD AND PETTY PATENTS - A TWO-TIER SYSTEM

71 The case for a two-tier system

Australia grants both standard patents which have a 16 year term, and petty
patents, limited to a single clam, which have a 6 year teem. Some other
countries, notably Germany and Japan, have a two-tiered system granting petty
patents or their equivaent for inventions d a lower standard o inventiveness

than for standard patents, but no other country has a petty patent system which
is precisely the same as the Australian one.

World-wide, the practice is to grant patents only for "inventions". As already
noted, two basic requirements d an invention are that it mus be newv and
inventive.  The underlying concept is that a patent should only be granted for
something which adds to what wes knoawn or practised previoudy in the field of
art concerned. Novelty is ascertained by reference to what previoudy has
been dne and disclosed. Inventiveness is usudly determined applying a
test o obviousness, in the light & what previoudy has been done and disclosed.

Within these parameters, the precise requirements and methods d application of
these criteria vay between individua countries.  Generaly, those in Australia,
which are the same for both standard and petty patents, are less rigorous, or
"lower", than in most other countries. The man respects in which the
Augtrdian requirements are lower, are these. First, in relation both to novelty
and to obviousness, regard is had only to wha previoudy has been done and
disclosed in Audtralia, whereas the international trend is to look also to what
hes gone on in other parts d the world, at least insofar as it is publicly
recorded or reasonably readilgvascertai nable.  Second, recent decisons d the
Hdh Court have hdd that obviousness is to be determined by having regard to
the common general knowledge in the relevant art, and without regard to
documents in existence but not part d the common general knowledge, whereas
in most other countries all publicly available documents are treated as relevant.

The precise requirements and application o the Audrdian law, and its
differences from the agpproach elsewhere, and in the UK and the EEC in
particular, are treated at length in Chapter 2 of Dufty. The end point that is
relevant here is that under the existing Australian law, standard patents, as
wdl as petty patents, are obtainable for inventions which woud not qualify for
atents in many other countries, including Japan, the US and EEC countries.
n this situation it is perhaps not surprising that Australian petty patents, which
were introduced in 1979, following recommendations mede by the Franki
Committee (23) and a report by this Committee (24), have not been much used.
In submissons made to us, and at the Commercid Implications Seminar,
Augtrdian petty patents were criticised on the ground that they are required to
have the same level of inventiveness as standard patents, and give in return
only a short term d protection.

We have reached the concluson that Australia will be advantaged if higher
levels d invention generally compatible with international standards are required
to support a standard patent. On the other hand, in the process d
innovation, much of the essentiadl wok is not at the level & a mgor




breakthrough or a significant inventive advance but rather at the level d
refining, improving or adapting existing technology. In this process there are
made, 1n Australia, may inventions which mey not be of such an inventive
height as to satisfy the high international standard but which are, nevertheless,
significant in the commerciadisation of an innovation. e believe this level o
invention and innovation to be of importance and that it should not be excluded
from protection altogether by the raising of the level o invention required to
support a standard patent and that petty patents should reman available for
these inventions.

Qr reasoning is as fdlows

i International conformity on patent validity criteria would assist Australian
exporters. In terms d  the desirability o assisting?1 devdopment d export
markets for Austraian manufacturers, no advantage whatever IS to be derived
from agpplying, in relation to the grant d Australian patents, lesser requirements
than those which are internationaly applied. Applicants for patents are
psychologicaly conditioned by the standards prevailing in their oamn country, and
if Austrdian requirements for validity are not generally in conformity with world
standards Audgrdian inventors will be mided into thinking that an invention
which is patentable according to the Audtralian standards will also be patentable
elsewhere. Clearly there can be mo question that raising the criteria for
vaidity in this way woud affect Austraias international relations or
obligations, since the standard woud merely be raised to that o current
international practice.

i Adoption o higher standards woud reduce social costs since fewer valid
standard patents would be granted, In particular, it woud reduce

profits flawing out d Austraia to the non-residents who own the bulk o &l
Audtraian patents.

iii Petty patents with lesser requirements than standard patents woud assist
lesser Audralian innovations.  In the absence d petty patents, the risk in this
measure would be that the vdue o the patent sysem in Australia, as an
incentive to indigenous innovation, could be materially reduced.  However, that
risk will be satisfactorily accommodated if petty patents with lower requirements
and standards d validity are available in relation to innovations which mey be
locally desirable, within® Australia, but do nat involve inventions o sufficient
"height" to be patentable outside Austraia.

Generaly speaking, petty patent protection should be adequate for the purposes
of providing sufficient stimulus for indigenous innovations involving inventions
which are not d "standard patent® quality. The inventions concerned will, by
and large, be lesser inventions that will be likely to be superseded or outmoded
by the end o the shorter petty patent term, and will aso be capable of being
brought effectively within the narrower claiming scope d petty patents.

iv Petty patents would sill be more likely to be used by Australians than by
foreigners. Not mey overseas countries grant petty patents or their
equivalents. The mod important ones which do are Germany and Japan.
Experience has shown that applicants for patents do not usuadly seek protection
abroad which is nat available under their domestic law and foreign applicants
are unlikely to be attracted to a system offering only 6 years protection since
in the mgority of cases the protection will have expired by the time the
patentee is ready to extend the exploitation d the invention to Australia
The limited experience which has been obtained of the operations d the petty
patent system in Australia and the experience in Germany and Japan confirm
the view that petty patents and Similar forms d protection are used principally
by local industry and are not much used Ly foreigners. In particular, we




understand that in Japan ad Wed Germany, "utility modes', which in the
present context are comparable to Australian petty patents, are mostly applied
for by local firms, and sddom by foreigners (except, in Wet Germany, by
residents of other EEC countries, for reasons which do not detract from the
present argument).

v The effects for standard and petty patents would be complementary. |If the
argument thus far proves to be correct, the stimulus to indigenous innovation
which might be lost by heightening the validity requirements for standard
patents, will be substantially offset, and replaced, by the stimulus provided by
the petty patent system. However, the availability o petty patents will not
diminish the savings achieved by granting standard patents to non-residents only
in accordance with more stringent requirements.

vi Cost savings woud be achieved even if usage of petty patents
non-residents increased. At the worst, if we are proved wrong and, as a result
d implementation o the proposd under discussion, petty patents became
popular with non-residents, social cost savings should nonetheless still be
achieved since non-residents are presently able to obtain standard patents for
inventions d "lessert height. Petty patents obtained by non-residents for
"lesser" inventions of the petty patent height woud last for only 6 years and be
of much lesser breadth.

This argument and the broad proposd which is derived from it, namdy to
increase the "height" requirements for standard patents, while leaving petty

patents substantially as they are now, form the basis for mast o the specific

recommendations contained in the remainder d this Section.  In our opinion,
implementation of those recommendations woud significantly curtail the costs o
the patent system, especially those incurred by unnec outflow of

extraordinary profits to non-residents, without detracting from the benefits to
be derived from stimulation o either international or indigenous innovation.

Qr clear impresson from al d the submissons made to us and from the
proceedings at the Commercid Implications Seminar is that Australian industry
overwhelmingl¥ endorses the idea that the inventive height and other
requirements for Audtradian standard patents should be raised in the ways we are

proposing.
72 Standard patents: novelty and obviousness

The present Audtralian lav requires novelty and obviousness to be determined
against a prior art base comprisng things published in Australia before the
priority date. This is sometimes referred to as a "domestic® or "nationa”
standard o novety. For these purposes "published" includes things published
in written form in books journals, patent specifications and other documents,
things orally communicated, and things previoudy done or used.

Most countries have row adopted, for both novelty and obviousness, a prior art
base which is "universal", i.e. including wha is known, or publicly available,
anywhere in the world. The judtification is that the transfer o information
today is so fast, and the availability of, and access to, international data banks
IS sO extensive, that it no longer makes any sense to assess an invention solely
against what is knom or publicly available in the particular country in which
the patent application is bang made.

In some countries (for example, under the European Patent Convention) the base
includes anything mede public by any means or ussd anywhere in the world.
This is knomn as an "absolute" universal prior art base In other countries,




notably the United States, the universal base is "qualified* in that, while it

includes printed publications available anywhere in the world, it takes account
of prior use only where it is domestic.

We take the view that where information exists in a recorded form, it should
usually be relatively smple to establish whether it wes publicly available prior
to a particular date.  On the other hand, where there has only been prior ora
disclosure, or prior use unaccompanied by any record, different considerations
apply. Proof d wha wes disclosed or usd will depend much uoon the
testimony of witnesses and their credibility. If the facts relied upon occurred
outside Australia, the problems d proof, and related costs, would be increased.
Moreover, an absolute universal prior art base, taking account d prior orda
disclosure or use anywhere in the world, greatly increases uncertainty as to the
validity of a patent and the impact d this on the intended role o the patent
system as a stimulus to innovation mus be consdered. Prior to making an
innovation investment decison, it will be possble for a patentee to carry out
searches which provide a reasonable de%ree o assurance as to the probable
vaidity o a patent in terms d whether there is relevant prior published
recorded information. It is virtudly impossble to meke any sSmilar
investigation of prior ora disclosure or ue anywhere in the world, except as
regards what is commonly knomn and used in the relevant field o art.  The
degree O uncertainty applying in relation to wha previoudy has been ordly
communicated or used in Australia may be expected to be much less, and is
embodied in the existing Australian system.

Under section 158(1)(a) of the Patents Act, certain prior specifications are
excluded from the prior art base under the so-called "fifty year rule", that is,
specifications more than fifty years old are not taken into account. It is
inherent in our recommendations that this exception would be removed.

We have concluded that in Audralia novelty should be examined against a prior
art base consisting of disclosures publicly available in recorded form anywhere
in the world, disclosures openly made, by oral communication, in Australia, and
wha has been openly done and usd in Austraia

We observe that if this were the case, the present separate ground o "prior
publication" woud be subsumed within that d lack of novelty.

Anticipation by secret use in Australia (other than for the purpose o reasonable
trial and experiment only) should be retained as a separate ground o invalidity.

For the purpose o determining inventiveness, any single prior disclosure or use
should be capable of being considered against the ground of dl that is
common general knowledge in the relevant field o art. On this bass the
requirement d inventiveness will not be fulfilled if the knowledge imparted by
the disclosure or use, combined with wha is common general knowledge in the
aﬁt, would render the daimed invention obvious to a person reasonably skilled in
the art.

However, it should not be possble for this purpose to combine two disclosures,
two uses, or a disclosure and a use, where neither is within the common general
knowledge of the art, except where one disclosure refers to another disclosure
or ue

On the other hand, we see as being treated as within the common generd
knowledge of the art, not merdy information which is generaly knomn and usxd
in the art, but also information publicly available in recorded form anywhere in
the world which a skilled person working in the art at the relevant time should
reasonably have been expected to find, understand, and regard as relevant.




We have spoken of disclosures whidh were "publicly available in recorded form®,
rather than disclosures which were "published!, with the intent that the prior
art base should extend to matters recorded in non-written form. More
sEecif_ically, it should extend to matters recorded in computerised data banks, if
that information is accessible in a wey that makes it publicly available, similarly
to the way that public library holdings and specifications held in patent offices
are consdered to be publicly available. Disclosures thus publicly available
anywhere in the world, as well as all other publications in the more traditional
understanding of that wod in the patent context, should ke part of the prior
art base for the novelty and obviousness requirements of standard patents.

{13 WE RECOMMEND =

i that novelty and obviousness for standard patents be determined
against a prior art base consisting of -

. disclosures in recorded form publicly available anywhere in the
world;
disclosures openly mede, by oral communication, in Australia; and
wha has been openly done and used in Austrdia;

i that, for these gurposes (except where there is crass-referencing) it
not be permissble to combine any two disclosures, or a disclosure
and a use, or awy two uses, save that in determining obviousness

single disclosure or use should ke capable o being viewed in
the light d the common general knowledge in the relevant field o
art, at the relevant time and

ii that the ocommon general knowledge in the art be treated as
including disclosures in recorded form Eublicly available anywhere in
the world which a skilled person working in the art at the time
should reasonably have been expected to find, understand, and
regard as relevant.

73 Prior daiming

A further particular aspect d the novelty requirements is that a clam to an
invention mey be anticipated (i.e. rendered not novel) by a patent specification
having an earlier priority date, notwithstanding that at the priority date of the
clam in question, the earlier specification was unpublished and its contents were
not publicly available. At present, under Australian law, such anticipation does
not arise except as regards a cdam_ whch is specifically prior clamed by a
clam of the earlier specification.  This prior claming gpproach has proved to
be unsatisfactory in practice and, in our opinion, it is too narow.  In other
countries there is adopted a relatively smple "whole contents® approach, under
which any disclosure contained in an earlier specification (not beng a
specification relating to an application which has lapsed or been withdrawn) may
be relied uoon as an anticipation for determining novelty but not obviousness.
We are of the opinion that this approach should mow be adopted in Australia, in
relation to both standard and petty patents.

[14 WE RECOMMEND that prior claming by earlier unpublished patent
specifications be abolished as a ground of objection or invalidity for both
standard and petty patents and replaced by a "whole o contents?
approach in determining novelty but not obviousness.

74 Petty patents

In order to implemett what we have said in Section 71, the present
requirements and tests d novelty and obviousness for petty patents should
remain substantially unaltered. This will result in petty patents having lower
criteria for vdidity than standard patents will have upon implementation of the
proposals we have mede in Section 72 In particular, we consder that the




%rio_r art base for examining novelty and inventiveness for petty patents should
asically reman confined to publication and use occurring within Australia.

There are, nonetheless, some changes which we think will be desirable.

We have mentioned in Section 73 the change from the "prior claming® to a

"whole O contents® approach to anticipation by a patent specification with
earlier priority.

We think, in addition, that, while obviousness is to be determined reference
to the common general knowledge o the art in Austraia, it should be made
clear that the common general knowledge is to be understood as extending to
any disclosure publicly available in recorded foom whch a skilled worker in the
art in Audradia at the relevant time could have been expected to find,
understand and regard as relevant. The expression "publicly available in
recorded form" here is intended to have the same connotation as in Section 7.2
except that in relation to petty patents, "available" woud meen capable o
being accessed or otherwise directly available in Australia (though the place
where the information is stored may be outside Audtralia).

fis] WE RECOMMEND -

i that novelty and obviousness for petty patents be determined
against a prior art base which is the same as that whdh we
recommend for standard patents, except that only those disclosures
in recorded foom which are publicly available in Australia may be
consdered; and

ii that combinations d disclosures and/or wes only be permissble as
for standard patents, except _ _

ili that the common genera knowledge be treated as including only
those disclosures in recorded form which are publicly available in
Australia, "available in Audtraia® here meaning capable o being
accessed or otherwise directly available in Augtralia.

Both novelty and obviousness wodd then become matters for consideration by
the Commissoner before grant.

The restriction to a single cdam wes imposed principaly to confine petty
patents to single embodiments of the inventions to which they relate. It wes
also expected to facilitate examination of the applications, thereby reducing the
time and cost required to be expended upon examination by the Patent Office.
However, the Commissoner hes informed the Committee that the time and cost
required for examination will not be greatly increased ly alowing more than 1
clam if the number is limited to 3 clams in dependent form (that is, with 2
subsidiary claims tied to and within the scope of a man clam).

{16] WE RECOMMEND that a petty patent be permitted to include up to 3
clams in dependent form.

It is basic to our proposa for a two-tier syssem o standard patents and petty
patents that the term d petty patents should be unchanged.

{171 WE RECOMMEND that the term d a petty patent continue to be 1 year
from the date of sealing, with provison a rowv for extenson for an
additional period expiring 6 years from the filing date of the petty
patent specification.

A standard patent application mey take some years to proceed to grant.  Petty
atents are therefore sometimes ussd as a &vice to obtain protection rapidly
or a commercid embodiment d an invention which is broadly clamed in a
concurrent standard patent application.  This situation arises particularly when




a competitor o the applicant is undertaking or seems likely to undertake
actions which woud infringe the patent if it were granted. In these
circumstances there are two techniques which may be adopted. First, some
applicants smultaneoudy lodge standard and petty patent applications for the
same invention.  Second, there is an increasing practice whereby an applicant
for a standard patent files a petty patent application as a divisond
application. In either case a petty patent, if granted, mey have to be
abandoned in order to obtain acceptance d the standard patent application,
since Patent Office practice is to object to clams in concurrent applications by
the same applicant if those clams have the same priority date and are
identical in scope.

These techniques, in addition to offering quick protection, enable an applicant
to delay a choice between standard and petty patent protection until much later

than the application date. ~ That choice woud become more important for
applicants if our recommendations for a two-tier syssem were implemented.

Fom the broad economic perspective, if applicants were permitted to convert
freely from petty to standard applications and vice versa, the social cost
savings which we expect to arise from introduction o a two-tier system (see
Section 71 above) would, in the view d a miority of the Committee, be
considerably diminished. It hes been argued in the Committee that the social
cost implications woud be non-existent, or at least wodd not be so significant
as to warrant any consequential change to the present legidation and Patent
Office practice relating to concurrent and divisona applications. The magjority
disagrees and sees a need for certain controls over these practices in order to
ensure social cost savings.

The maﬂ')ority considers, however, that applicants should not suffer excessive
ddays before they can take infringement proceedings, and that the choice
between petty and standard patent protection ought not to be required at such
an early stage that it woud be based on inadequate information.  Further, the
mechanism for controlling concurrent applications must not be so complex or
stringent that the attractiveness d petty patents to Australian applicants woud
be significantly reduced.

A number o factors bear on the speed with which a patent mey be granted.
Existing provisons enable applicants to meke early requests for examination (see
Section 12.1 bdow) and to request expedited treatment where a request for
examination has aready been mede In such cases an examiner's report will
normaly issue within a fev weeks d the request. This may be 0 little use at
present since opposition proceedings can be used a determined opponent to

dday grant for some years. We recom elseawhere that oppostion
proceedings e abolished in favour d a speedy ex parte re-examination
procedure (see Sections 131 and 133 bdow). If that recommendation were

Implemented, the existing provisons for early request and expedited treatment
woud enable a standard patent to be granted rapidly, assuming there is o
delay by the applicant or the patent attorney, in responding to the Examiner's
report o otherwise. The mgority of the Committee considers that there would
then be o justification based on the need for speedy protection for permitting
a divisonad petty patent application to be mede from a standard patent
application, and woud deny applicants that possibility.  Divisond applications
for a paent d the same type woud be unaffected (for example, where an
application is for more than one invention).

The time at which an applicant is forced to choose between standard and petty
patent protection could be postlooned' for 12 months by permitting either a petty
patent specification or a complete specification to be lodged uoon a provisond
specification (see Section 8 bdow). At present the provisond specification




,orocedure Is available only for standard patent applications. An aﬁplicant
odging an application with a provisona specification need not then be
compdled to specify at that time whether he seeks a petty or standard patent,
The majorit?/ woud favour this change, which woud allow additional time to
cary out further devdopment d the invention and international prior art
searches before the choice is made

It remains for us to consder wha should be the appropriate method of dedlin
with concurrent applications for the same invention. The magjority woul
require an applicant with concurrent applications for both a standard patent and
a petty patent in relation to the same invention and having the same priority
date to elect to proceed with one and withdraw the other. This woud be
accomplished by providing that grant d a patent on either application woud
preclude ?rant a the other, notwithstanding that the first granted mey
subsequently be found invaid, cease or ke abandoned. In this context, the
"same invention® does not meen that the clams mugs be identical in scope, but
connotes any overlap in scope.

[181 WE RECOMMEND - o _
i that divisona applications for petty patents not be permitted from
standard patent applications, and vice versa

ii that the provisona specification procedure be available for petty
as wdl as standard patent applications;, and _

iii that grant  a standard patent not be permitted where there has
previoudy been granted to the same applicant a petty patent for
the same invention and having the same priority date, and vice
versa,

One mamber d the Committee, Mr. Ryan, dissents from the first and third of
these recommendations. He considers -

i that there is o valid objection in lav to the concurrent holding of a
petty patent and a standard patent, and there is ro bass in policy for
such an objection (if there is any doubt as to this, he consders that such
doubt should be removed by legidation); _

it that at aty time during the pendeng/ of either a pett?/ patent a a
standard patent application, it should be possble to file a divisona
go lication for either a aBe’_tty patent or a standard patent without

ecting the continued viaoility of the parent application from whidch it
wes divided; and
iii that at any time within 5 years from the date of a standard patent (as
presently defined) the owner o the standard patent should be entitled to
surrender the standard patent and obtain a petty patent having a term
not greater than the unexpired portion of the period o 6 years from the
date o the origina standard patent.

His reasons are as follows

i The cases in which both standard and petty patents are presently sought
are rare, and principaly confined to those cases where an inventor needs
to take urgent action for infringement.  The procedura advantage thus
provided to inventors should not be removed. o

ii It is not true to say that the need for speedy protection is me by the
removad d the oppostion procedure and the provisons for expedited
examination. Currently, examination ddays d 3 years o more from
filing are common, and even where the examination is expedited it is rare
for the examination process to be completed in less than 4 to 6 months
from the date of the request for expedited examination.  Thereafter, if
our recommendations in Section 13 with respect to re-examination are
accepted, there will be a further &lay o at least 3 months before a
patent is sedled. This will preclude speedy action for infringement.




i If our recommendations for the establishment o a two-tier system are
accepted, there will be borderline cases where an application is made for
a standard patent for an invention which clearly qualifies for the grant
d a petty patent, but in respect of which there is doubt as to whether
there is subject matter for the grant of a standard patent. In such a
case the applicant mey legitimately wish to pursue a right to obtain a
standard patent, even to the extent d an appeal to the court.  Such
applicants should be entitled to the quick protection o a petty patent,
whilst the standard patent application is pursued. _ _

iv. An applicant for a patent @ a patentee is never finaly certain as to
what prior art may be cited against hm This will be so, particularly in
the case o a standard patent application where publications anywhere in
the world will be citable.  Such publications mey be a bar to a standard
patent but not to a petty patent.  Therefore an applicant ar a patentee
should be able to convert from a standard patent application to a petty
patent application or to substitute a petty patent for a standard patent
when faced with such art, provided only that the norma term d a petty

atent is not exceeded. _ _ _ _

v here will be o increased social cost. Applicants whose inventions
warrant only a petty patent will get only a petty patent whatever route
is followed. Those whose inventions warrant a standard patent should
not be forced by procedura obstacles to accept less.

vi The petty patent sysem has been designed to benefit local inventors.
The restrictions placed on petty patents by the recommendations of the
majority will seriously detract from the usefulness d the system.
Audrdian applicants should not be deprived of a full benefit to the

_ system merely because some ue mey be mede o it by a foreigner.

vii A requirement that any overlap in the scope o the clams d two patents
be prohibited is obvioudy unworkadle.  If that were the case there could

~ never be a patent for an improvement d an earlier patented invention.

viii Because of the change d the novelty and obviousness provisons for
standard patents, the petty patent system can row operate as a true
"second tier" protection. Its use should be encouraged with the minmum
o procedural obstacles. Experience should quickly show whether the
free convertibility d applications from standard patents to petty patent
applications, and vice versa, is being abused, and if so, corrective action
can then be taken.

8 PROVI S| ONAL SPEQ FI CATI ONS

Australia, in common with certain other Commonwedth countries, provides a
system for establishment d a priority date for an invention by the filing of a
patent application accompanied by a “provisional specification . An applicant
must, in order to maintan the application, file a complete specification,
including claims, within tweve months Retention o the earlier priority date
for a clam will depend on whether it is fairly based on matter disclosed in the
provisona specification.

Only about 25% of dl applications filed with provisonal specifications proceed
to completion.  However, aimost all provisiona specifications are lodged by
Audtrdlian applicants.  We believe that the provisiona procedure is d vaue in
providing a less complex and cheaper first step in the patenting process. The
procedure gives Austraian plicants the opportunity to revise their
specifications within 12 months o filing.  This can be important for Australian
applicants in establishing priority over other workers in the field, since foreign

3pp|icants tend to file initially with a complete specification at a later stage in
evel opment.



It hes been submitted to us that the provisona specifieation procedure can act

as a trap to an Austrdian applicant who later applies for patents abroad, in
that the provisond specification mey be drafted informaly and in some
countries mey prove inadequate to provide a basis for claming priority under
the Paris Convention.  W\e recognise that this danger may exist but we do not
think it provides a sufficient reason to sacrifice the advantages discussed
above. It may be that applicants and their advisors should be more conscious
d the problem but that is a matter for education and advice and does not
warant eimination of the procedure. It is noteworthy that several submissons
favoured its retention.

[191 WE RECOMVEND that the provisona specification procedure be retained.

We note that in mogt countries, including1Australia, there are provisons in the
national lav for a "grace period® which renders certain disclosures d the
invention by or emanating from the inventor not prgudicial to the grant d a
patent. ~ Section 158 of the Australian Patents Act renders non-prejudicial
certain disclosures at exhibitions, in papers-presented to learned societies, and
to government regulatory authorities; disclosures for the purpose Of necessary
public experimentation; and disclosures in breach of confidence by a third
pt_lrt?r. Some other countries render non-prejudicial some, but not al o these
disclosures, and yet others, notably the US and Canada, treat as non-prejudicial
any disclosure emanating from the inventor for a certain period (12 months in
the case o the US. The question of the "grace period' is currently the
subject d a study by the World Intellectual Property Organisation.

Our view is that there mey be certain advantgges to Audtralian applicants if a
general grace period were dlowed in respect any disclosures emanating from
the inventor, but we consider that it woud be unwise for Australia to legislate
unilaterally to provide any extenson o the existing grace period provisons.
To do so would lead local inventors to rely on the grace period in this country
with consequent. destruction d rights in foreign countries which do not provide
a grace period in corr nding circumstances. The problem must therefore be
approached internationally, and the progress & the WIRO study should be
followed. In the meantime, the availability o the provisona specification
procedure goes some way to meeting the problem, since if a provisond
specification is lodged, disclosures can be made without loss d rights.
Audtrdian inventors should follow this procedure wherever possible, and not rely
even on the limited grace period provisons currently available under section 158
of the Act, since corresponding provisons are not available in every foreign
country in which a subsequent application for protection might be ma&.

9 INNOVATION FROM EMPLOYEES' INVENTIONS

Where an invention mede by an employee is nat taken up by the employer,
public benefit may be gained by permitting the employee to use the invention.
New entrants to industry mey be enabled, and the incentive effect d patents in
stimulating innovation mey be greater by making potential returns available to
the individuas wo actually concelve inventions.  If some form of reward, by
direct ment and/or a right to take out a patent, were given to employess,
both workforce and management woud be encouraged to be more aware of the
commercia posshilities d innovation.  Some 34 other countries including West
Germany, France, UK, Japan, Canada and Sweden row operate statutory systems
giving rights or rewards to employee inventors.

Consideration of employee inventors is d ten restricted to questions d ownership
of and reward for inventions ma& by employees. Under the common law, an

invention made by an employee in the course of his employment is the property




o his employer, whereas an invention mede by an employee other than in the
course o his employmeatt is the property of the employee. Rewar ds such as
bonuses and royalties are left to the contract d employment, which may or mey
not provide for them.

In addition to an open invitation for submissons on this question, the
Committee mede direct approaches to more than 80 employer organisations,
professonal associations trade unions Of about 25 submissons received
on the question, nearly all expressed satisfaction with the common lav postion.
WE can see o reason based on notions of equity why the pr@ent_dposition in
relation to ownership should be changed. have not seen evidence d a
sufficient incidence o injustices or disputes about ownership to warrant any
change to the 1aw a that account.

Bu issues broader than ownership and equity also arise here in the context d

the public good. These concern the encouragement d invention and
disclsure, and more particularly of innovation and utilisation of rew
technology. They are mog pertinent in the case where an employe€'s

atentable invention wes made in the course of his employment, and so is owned
his employer, but the employer for some reason does not meke ue o it o
intend to meke ue O it.

If the employer in these circumstances obtains a patent, the compulsory
licensing providons (see Section 4 of this Report) provide an avenue for the
employee or a third person to seek permisson in some circumstances to work
the invention. If no patent is obtained and the invention is publicly disclosed,
it will pass into the public doman and no special provison is required.
Where, however, there is o patent, no publication, and no use or intention to
ue on the pat d the employer, there may be an argument for the employee
inventor to seek and obtain a patent.

The podtion will vary from case to case.  There will be situations in which it
waud be entirely inappropriate to permit the employee to patent and wok the
invention. For example, non-use o a partieular Invention mey be crucia to
enable the employer to use other related inventions economicaly. On the
other hand, there will be situations in which it may be desirable as a stimulus
to innovation to permit the employee himsdf to patent the invention. For
example, the particular invention mey smply be outside the employer's economic
interest.

Such measures would, in a sense, depart from the genera principle that the
owvne d an invention is not obliged to meke use of, publish, dispose of, or
patent his invention. We believe that such a departure woud be generally
palatable only where the person seeking to make use of the invention is the

actual inventor. He will already le privy to the relevant information.

The Committee is divided over the likely vadue o attempting to introduce any
measures of this kind. Some members believe that the idea would have
significant vdue from the viewpoint d the national interest in promoting
indigenous innovation, and see benefit in the introduction in Australia of a
sysem similar to that which operates in Gerrran?/_ or the UK.  Other membeas
d the Committee doubt the need for and the likely vaue of such a scheme,
and see it as likedy to create more difficulties and costs than it woud be
worth.

Ovedl, a mgority of the Committee feels that there may be worthwhile
advantages in giving employee inventors certain rights and opportunities,
notwithstanding the difficulties which may be involved in any such scheme.




However, they aso agree that the matter should first receive more
investigation, looking particularly to the operation and effects d schemes
existing in other countries.

{200 WE RECOMMEND that the desirability of introducing a scheme giving

rights or opportunities to employee inventors, including the right in some
circumstances to take out a patent, be further studied.

10 PATENT INFORMATION

101 Characteristics

Patent documents which are made publicly available by national patent offices
congtitute one o the largest repositories d technological information in the
world. The accepted international patent data base comprises 16 million
documents, averaging 16 pages per document, and has an annua growth rate of
approximately 500,000 documents. Considered collectively, they provide a
comprehensve history of technologica development by recording amost all
technological advances. Thus they are a source of past and current
technological information which describes the invention and its novelty with
reference to the existing state o the art. This is not to say that patent
specifications woud ordinarily suffice as a sole source o technological
information.

Patent documents provide a unique collection of bibliographic, technical and
legal information. The bibliographic component informs usars d the title o
the invention; the names d the inventor, applicant or patentee; the prima
facie priority date o any paent cam and the particular field o the
invention.  The technical information covers the description o the invention,
hov it mey be peformed and its prior art background. The statement d
cams, defining the technical scope d the patent monopaly, provides the legal
information (which aso includes data on the status o the application or
patent).

Domegstic and foreign patent documents have a standardised structure and
format. The bibliographic information is furnished according to a numericaly
coded format ensuring uniformity (INID Numbers) and the International Patent
Classification (IPC) is gpplied either as a primary or subsidiary classification on
gatent documents. It is used on approximately 90% of published patent
locuments.

Studies have found that much o the technical information in patent documents
is not, or is only some years later, disclosed elsewhere. Indeed, one study
found that less then 10% of the information contained in patents appears in
other technical literature mediaJ25) The reasons for this might include poor
technical content, lack d awareness an the part d potential users, and the
difficulty or cost d accessing or interpreting the informatic-.

102 Recent policy reviews and use studies

In the last decade a number d Committees d Inquiry, Reports and a White
Paper have dealt with the issues d scientific and technological information, and

its importance and accessibility to Australian users.

Some o these reports reveadled that there is a large potential demand for
information in Australia among people wio are unaware of their om information
needs o unaware of the fact that these needs can be mea from existing
publicly available sources. They also suggest that there is an urgent




requirement for a national information policy, including a pooling of information
services and an_educational programme to acquaint usars with the potentials of
various information systems.

Such a policy needs to embrace, if not co-ordinate, mgor national repositories
d technological information held by the Nationa Library, State, CSRO and
University Libraries, and o course the Audtrdian Patent Office. The
increasing variety and number d Audrdian and foreign data bases accessible
on-line (or via searching agents) also needs to be recognised and integrated into
such a policy. These matters are beyond the scope o this Report.

With regard to the technical dement d patent information, the Senate Standing
Committee on Science and the Environment noted that:

"Patent information dlows industry to become aware & maw technology and

innovations for possble purchase. ... However, the patent information
must be readily available in acceptable format"(26)

In 1979 the WIFO Permanent Committee on Patent Information (PCPI) decided
that the identification o the users o patent information and their nesds wes a
matter d international .importance.  Accordingly, pilot studies were undertaken

in 1980 in Austradia, as a developed country, and in Brazil, as a developing
country.

The Australian survey concluded, in part:

"Although a large percentage o industry has consulted patent literature
before, there mey still be some 14000 medium-size and smdl
manufacturers wo have not done so, together with about one third of
government departments and tertiary education ingtitutions ..  The man
reasons for consulting patent information are checking on potential
infringements and considering naw products or processes."(27)

The findings d the Austrdian survey in respect d the nature o users and
their uses for patent information are broadly comparable with the Brazilian pilot
study, the Battelle Study for the EEC and other studies.

Since 1980 a number d surveys d patent information users, both domestic and
foreign, have been published. The domestic surveys related to this
Committee's inquiry, and they covered Australias largest manufacturin

companies, patent attorney clients, industry patent applicants, profession

engineers and individual inventors.  Foreign surveys have reported on industrial
enterprise. in the Newcastle region d the UK and US engineers.  The surveys
confirm that the mgor reasons for usng patent information in Australia are
directly related to patenting activities; that is, they are legal rather than
technical.

Besdes the use of patent records to conduct novelty and infringement searches,
another important legal use o patent information is to monitor the status o
the patent rights granted to, or being sought by, others. For this purpose it
is important that potential competitors be able to readily obtain accurate and
up~to-date status information direct from the Austraian Patent Office. The
current efforts d the Patent Office to put this data on-line to al Sub-Offices
is therefore strongly commended by the Committee.

In respect o technical information, the Austraian surveys found, as aso have
foreign surveys before and after 1980, little awareness d the existence or vaue
of patent information and how it could be used.




The Audrraian surveys asked respondents to rank their man sources o
technological information. Lage and smdl firms in Australia ranked patent
information |w, but large firms based overseas accorded it second place after
technical and trade journadls. The Austraian survey of engineers found word of
mouth communications provided an important source of information. Bath this
survey and the US survey of engineers found that engineers mede very little use
of computer data bases for information. Nevertheless, it is clear that
awareness and ue o international on-line data-bases (which include patent
information) are increasing rapidly in Australia.

The Committee believes that the low ranking of the patent information resource
in Austrdia is, in addition to lack of awareness, also in part due to the
unfamiliarity of the public with the format and language o patent documents.
This difficulty woud be minimised if each patent specification was accompanied
by a fair summay in plan English o the invention.  This woud be directed
for the benefit o the public and would not affect .the interpretation given to
the specification and its cams. This abridgement woud be lodged by the
applicant but the Patent Office would have the right to amend the abridgement
at any time prior to grant d the patent. We recommend that the amendment
to section 34 of the Patents Act, consistent with these objectives, which was
included in the Statute Lav (Miscelaneous Provisions) Ad (No.2) of 1983, be
proclamed.

A further use o patent information is the use of patent statistics for economic
policy purposes but they are incompatible with most available economic data
Economic data is presented in the Australian Standard Industrial Classification
(ASIC) format, whereas patents are classified on an entirely different basis, the
IPC. The usefulness d patent statistics woud be considerably improved by
additionally classifying patents on an SIC bass, as has been done by the
Canadian Patent Office for some years. The classification should extend to
both industry o origin and industry o application.

While surveys and studies can indicate the nature and usage of patent
information, and while the recommendations of the Committee are designed to
enhance, its vaue to Austraian industrial (and other) users, its potential vaue
is difficult to estimate.  As Stephenson observed:

"The absence o evidence o the vaue of patents to industry mey be
because proof o vaue requires that kind of detail which companies are
loath to meke%ﬂenerally available or, more likely, because there appears to
be o universdly acceptable wey o measuring the cost effectiveness o
either gathering or distributing information".(28)

16,3 Use o patent specifications

The information contained in a published patent specification is disclosed with a
view to its use for technologica development, subject to the rights o the
patentee. It woud be inconsistent with this purpose to permit restrictions to
be imposed on the use of that information ly virtue of any copyright which
might subsist in a specification and particularly in any drawings it mey contain.
For example, the construction of an article represented in a drawing mey
constitute a three-dimensiond reproduction of the &awing as an artistic work
under the Copyright Act, and therefore infringe copyright in the &awing.

The questions d whether mpYright subsists in a specification and of wo is the
copyright owner are not wdl settled at law. Another question is possble
infringement d copyright in a drawing of which a drawing in a specification is
a substantial reproduction. It is not necessary here to explore the law in
detail. A mgority of the Committee considers, however, that amendment «




clarification is necessary to ensure that the purpose of disclosures in patent
specifications is given its full effect, notwithstanding that this may wesken any
copyright which might subsist under the present law.

First, it should be placed beyond doubt that the Patent Office is legitimately
able to continue its present practice of reproducing, and supplying to the
public, copies d all specifications hdd by the Office.  Second, there should be
no restriction arising from copyright on carrying out or producing any process
a article described or sown in any published patent specification. This
should be the case notwithstanding that a patent has not been or is not
subsequently granted, that the patent or certain clams may not be valid, that
the Process or article in question is not the subject d any clam in the
specification, or that the application or patent hes lapsed, ceased, or been
withdrawvn or abandoned. patent rights associated with the specification
would not, of course, be affected.

10.4 PCT Searches

The Patent Office is an International Searching Authority pursuant to the
Patent Co-operation Treaty (PCT). This function involves searching a patent
application for novelty against a data base knomn under the Treaty as the
"minimum documentation”. This documentation comprises all published patent
specifications o dl industrialized countries since 1920 and some 120 technical
journds.  The results d these searches are a valuable source of technol
information.  We bdieve that the Patent Office should continue to improve the
quality o its PCT searches and to make search results available to the public
at regular intervals.

105 The Australian Patent Information Service
The case for patent information officers is succinctly stated by Stephenson:

"Where there is an intermediary between the information supplier and the
end-user a level d relevance could e established quickly to the ultimate
benefit d both parties.  This suggests that a missang link in the chain o
effective patent information is the dynamic influence o a lively exploiter
being or acting as a (patent) information officer, who can postion himsdf
between the Information and its potential users. The case for the
creation o these links in industry and patent libraries is so clear that
they are rov more important, perhaps, than the provison o more
information to underused collections, which can only compound the user's
problems d finding and usng what he needs".(29)

Domestic and foreign surveys indicate that actual and potential users d patent
information can benefit from educational and promotiond activities. In
Audtralia this role has been undertaken by the Australian Patent Information
Service (APIS), which has engaged in such activities as lectures on patents and
patent information to wniversity students and staff and professona bodies,
regional seminars, the devdopment d a series d audio-visua lectures o
patents, and attendance at field days and trade exhibitions.

APIS wes instituted in 1978, operating initially from Canberra It rov hes
officers located in the Sydney and Melbourne Sub-offices to handle local
enquiries.

One o the objectives d APS is to increase industry awareness d on-line
international data bank services and APIS seminars usudly include a
demondration of one or more of them. We consder that such awareness
should be fostered tO encourage a greater direct use by industry of technology
information data banks



By virtue particularly o its role as a PCT International Searching Authority,
the Patent Office is uniquey equipped to play a much larger role in the
dissemination of technology information to the Australian community. It not
only has one of the largest bodies d technological data in Australia, but it aso
hes the necessary librarian and technical expertise to locate and interpret
patent specifications. It has in recent years made and published evaluations

specific fields d technology, for example, in solar energy, genetic
engineering, cheesemaking and ceramic clays. Mgor studies should be
undertaken jointly with external technical and scientific experts and industry
and, where appropriate, a charge should be made to users.

The Committee considers that these activities should continue at an expanded
level nat only to disseminate technology information more broadly but also to

demystify the nawv technologies.
06 Recommendations

[21] WE RECOMMEND that the Patent Office -

i classfy patent documents according to the Audrdian Standard
Industrial Classification in addition to the International Patent
Classfication;

ii upgrade storage, access and dissemination of patent information by
computerisation of Patent Office data;

ili continue to improve the quality of its searches under the Patent
Cooperation Treaty and to make search results available to the
ublic;

iv (F:)onti nue promotiona and educational progranmes with a view to
increasing public awareness d the source and vadue o technology
information;

v decentralise the patent information services as far as possble,
including the provison o facilities for on-line access by users to the
Patent Office data base and the international data base, in the
Patent Sub-offices and esewhere, and d more technical information
officers in the State capitals, and

vi continue to prepare and meke available, in general and on request,
on a fee bass where appropriate, technology evaluation studies to
assist Austrdian industry with industrial and technologica
devel opment.

f221 wWE RECOMMEND -

i that the unproclaimed amendment d section 34 of the Patents Act
which relates to lodgment d abstracts be proclamed and
implemented, so as to require applicants for letters patent to provide
a far summay in plan English of the contents d the patent

ecification, not to arfect interpretation of the specification; and

ii that the Patents Act be anended to ensure that any published patent
specification held by the Patent Office, including any drawing it
contains, may be freely copied or reproduced without infringing any
copyright in that specification or drawing or in any wok of which it
is a substantial reproduction.




PART E
EFFICIENT OPERATION AND ADMINISTRATION

Orne o the economic considerations confronting the Committee is the efficiency
of the Australian patent sysem in terms d both its operation and its
administration. Although the administrative costs generally represent a smal
fraction of the total costs d innovation, the "front end' costs, such as those
associated with the making o the application and the search and examination,
are usudly incurred wdl before there is any certainty of a commercid return.
Ou am in this Chapter is to eliminate unnecessary costs. This involves
seeking to improve the certainty, smplicity and expedition d procedures for
applicants, patentees and third parties. It is necessary, o course, that there
be administrative procedures, but these ought to be as efficient as possble so
that patents are smple to obtain, to enforce, and to challenge.

11 PROCEDURES GENERALLY UNDER THE LEGISLATION

A congtant theme throughout submissons to the Committee is that the
procedures established by the Patents Act are unduly cumbersome and complex,
and that one of the effects d this complexity is to cause uncertainty and delay
which is costly to al parties. The complexity is in part a product o the

patchwork amendment the legislation to cope with special cases whidh hes
taken place since the last thorough revison in 1952.

We meke specific recommendations elsewhere which are designed to simplify
particular aspects d the legisation and to facilitate ease access to the
procedures for obtaining, maintaining, and challenging the validity of a patent.
Our aim is to decrease the administrative burdens and consequent costs imposed
by the present legidlation, both on patentees and third parties.

In addition to the changes already suggested, everything possble should be done
to streamline the provisons and pr ures d the Patents Act. As a generd
am, procedures before the Office should be sufficiently smple and free o
exceptions for an intelligent layman to be able to understand and use them.

An example which deserves specia meattion is provided by time limits and their
extenson.  The number d steps involved in obtaining or chalenging a patent
is surprisingly large, dthough we recognise that mads are intended as checks
and balances with a view to the interests d patentees, their competitors and
the public, as wdl as the administrative convenience d the Patent Office.

There has been an increasing awareness, internationally, of the need for
provisons to alleviate the harsh effect d inadvertent failure to comply with
time limits in the prosecution d patent applications and the Wald Intellectual
Property Organization hes commissoned studies on this subject.

In the public interest and for the sake d administrative efficiency, time limits
must be set for the peformance d steps and sanctions must be imposed for
faillure to observe them.  In mos cases under the present Act, the sanction is
the lapsing o the application, with consequent loss to the applicant d all
rightsinrelationtotheinvention. Webel | evet hat asaf et yneti snecessary
where faillure to meet a time limit is unintentional and is due to humen or
mechanical error or some external circumstance.




Such a net is dready present in the Act. In a large number d cases there
are special provisons for extension o time limits.  There is aso a general
provison contained in section 160 of the Acd conferring upon the Commissoner
a discretion to grant extensons o time where a procedural step is not taken
due to an eror or omisson on the part d an officer o the Patent Office, or
d the agpplicant or his attorney, or in circumstances which are beyond the
control d the person concerned. In 1981 this Committee reported on the
application o section 160 to the filing of applications claming priority under
the Paris Convention. The doubt and controversy which led to that reference
have been removed by subsequent appeals in the courts and revised Patent
Office practice.

Apat from recommendations mede elsewhere, we do not think it appropriate to
suggest further specific procedural changpas~ Mary procedures necessarily
depend on decisons to be maede by the Patent Office as to which are more
efficient administrative procedures. However, we consder that in determining
the procedures and the sanctions for failure to perform them, the following
criteria should be applied:

i The number d separate steps and procedures prescribed should be as few
as possble and the creation o special ecategories should be avoided.
Where variations in procedure are necessary to accommodate special cases,
this chould be done Ly conferring discretionary powes upon the
Commissoner in relation to generally applicable procedures, rather than by

~ the creation o specid separate procedures.

il The nature d the sanctions imposed for failure to comply with a step or
procedure should be critically examined.  The ultimate sanction of lapsing
of the application should apply only where there is good reason. In
Othle'redm’ alternative sanctions such as monetary penalties should be

... gpplied.

Il Separate procedures for extenson o the time for peforming particular
steps should be avoided so that so far as possble all extensions are dealt
with under the provisons d section 160.

iv Adequate provisons should be mede for the compensation o any third
parties affected by the grant d an extenson d time

[231 WE RECOMMEND that the patents legislation be reviewed and completely
redrafted to streamline procedures, particularly with a view to éiminating
unnecessary steps and procedures, avoiding special categories, and
establishing appropriate sanctions for non-compliance.

12 SEARCH AND EXAMINATION
12.1 Examination

Australia has a sysem d examination d standard patent applications o
request. Examinaion is not automatic but must be requested by the applicant
or a third party within five years from filing, or earlier upon a direction by the
Commissoner.. Examination on request offers an advantage to an applicant
needing additional time to further assess the commercid prospects d the
invention before incurring expense on prosecution of the application. Early
examination is available to an applicant wo chooses it, on payment o an
additional fee. Coerrér)etitors face prolonged uncertainty as to whether a patent
will finaly be granted, but oan the other hand they are aso entitled to require
examination at an earlier stage. = FHom the viewpoint d administration o the
system, examination on request eliminates unnecessary and- wasteful resources
spent an examination d applications which the applicant decides at a later
stage not to pursue further.




The Australian system differs from that adopted in other countries in that the
Commissoner mey issue a direction to an applicant to request examination.
This enables the rate at which examination is Initiated to be controlled. (At
present, directions are generally issued about two years after filing).  There
are. also providons enabling earlier directions where, for reasons d conflict
between co-pending applications a o national interest or other reasons, it
appears to the Commissoner in a particular case to be desirable.  The lack of
international uniformity has no practical importance. Ovedl the system
operates smoothly and has adequate safeguards for both the patentee and the
public.

There are two procedures commonly adopted in the world for searching and
examining patent gpplications. In Audrdia and the US for example, the prior
art search and the substantive examination of the application in the light o
that search are carried out at the same time and usudly by the same person
(the examiner). In the UK and under the European Patent Convention, the
prior art search is carried out before publication of the application, and
substantive examination mugt be requested within 6 months d publication.

There is o doubt that advantages accrue to both the applicant and third
parties as a result d the earlier availability o search results at the time of
publication of the application, particularly in view d the increasingly
sophisticated facilities for ganing ready access to the international patent
information system.

We doubt, however, that separation of search and examination leads to the mast
efficient ue o Patent Office resources. The assessment o novelty and
obviousness during examination requires the examiner to be intimately familiar
with the search. With the ad of moden searching tools, direct access to
search material by examiners, with less need for specific expertise in searching,
is becoming easier. Published material from the UK Patent Office and the
European Patent Office suggests that separation of search and examination has
not achieved significant reductions in workloads d those Offices.

We believe that the validity o granted patents depends less on the timing of
search and examination than on the quality of the search and the data base.
On balance, we feel that search and examination functions should be performed
concurrently.  This woud not interfere with the availability to the applicant d
earlier searches, on reguest, as a separate facility outsde the norma
examination process (see Section 10 of this Relgl)ort). Such searches could be
used% examings a an adjunct to searches in the nomd course o
examination.

{241 WE RECOMMEND that the present sysem d examination on request and
o combined search and examination be retained.

122 Modified examination

Within the ambit d the examination on request process, the Patents Ad
includes provisons for modified examination. Under these provisons, an
applicant wo files a Convention application in Australia, and wo has been
granted a corresponding patent for the same invention in the UK or the US,
mey apply to have a patent granted in Australia on the identical specification
and clams a the earlier UK or US patent. The rationale is that a
corr?ondier;& application hes dready been subjected to examination in an
English speaking country with examination standards comparable to Australias.
Accordingly, examination of the application in the Australian Patent Office is
limited to matters o formality and coanrmictjy, and only a limited search is
carried out. In effect, this procedure avoids duplication o earlier searches.




The procedure has the disadvantage that the Austrdian application is not
examined for compliance with all the requirements d the Audrdian Patents
Act, and the foom o the specification frequently does nat conform to Australian
practice. More importantly, many matters not considered during modified
examination mey still be raised after grant in revocation Broceedings This
leads to uncertainty both for the applicant and the public. Given our
recommendation below concerning notification of earlier search results, and the
availability mav d the provisons d the Patent Cooperation Treaty, we can see
no reason for retaining the modified examination procedure.

(261 WE RECOMMEND that the present system d modified examination be
abandoned.

123 Notification of earlier search results

Practical measures are needed to ensure ready access to earlier search results
in respect of an invention or d corresponding patent applications in other
countries. In a number d countries, applicants are required to notify the
patent office of the results of any searches carried out in other patent offices.
To avoid duplication o searches and to encourage stronger patents, we believe
that it is appropriate to impose some requirement on applicants to notify
previous search results.

In the US, applicants are under an obligation to bring to the attention of the
examiner al pertinent prior art known to them. This is enforced by a
combination of two measures.  First, a statement mede béan m&igmt in the
course o the prosecution of an application before the US Patent Office creates
an estoppel against reliance uyoon a contrary propodtion in any proceedings
brought in respect o the patent ('file wrapper estoppel").  Second, any
deliberate misstatement, or any failure upon the part o the applicant to bring
to the attention of the examiner any pertinent prior art material or any other
relevant fact knom to the applicant affecting the applicant's right to grant o
ah vaid patent, constitutes a "fraud on the Patent Officet and will invalidate
the patent.

There are o precisely comparable doctrines in Austrdian patent lav but a
patent mey be revoked on the ground that it wes obtained on a false suggestion
or misrepresentation. The false suggestion or misrepresentation must be
material to the extent that the Crown was deceived in ing the grant d the
patent. \We would prefer this to the very broad requirement in the US which
can lead to great uncertainty and long, complicated and costly pre-trial
proceedings for discovery o documents when validity is in dispute.

It would be practicable to restrict the requirement to notification only of
search results carried out by official authorities and other prescribed
organisations. The disadvantages d a potentially partially incomplete
disclosure woud generally be outweighed by the advantage of certainty as to
wha is required.

The time at which the requirement must be me should also be defined in the
interests o certainty. most practical cut-off point is the time of filing
the request for examination.  To ensure stronger patents, it woud be possble
to reo’uir_e additional notification of any subsequent search results.  This might
seem logical if different patent offices are examining at the same time, but it
woud be an additional administrative burden on applicants. We bdieve it
would e sufficient to require the notification to be updated to the date on
which the application is accepted.




[26] WE RECOMMEND that applicants be obliged at the- time of filing a
request for examination to notify the Patent Office of the results o all
searches carried out previoudy by patent offices, official authorities, or
other prescribed organisations, in respect d the invention or
corresponding applications in other countries, and subsequently to update
that notification to the date d acceptance.

124 Examination for obviousness

At present the question of obviousness may not be raised by the examiner
during examination o an éoplication, but is a ground both for oppostion to
grant and for revocation a patent. In view d our recommendations in
Section 7 that the standards d novety and obviousness be changed and in
Section 13 below that the pre-grant oppostion E)éocedure be abolished, we
believe that both novelty and obviousness ought to matters for report by the
examiner during examination o an application.

{271 WE RECOMMEND that both novelty and obvousness d an invention be
matters for report by the examiner.

12.5 Publication of patent files

When an application for a standard patent becomes open to public inspection,
not al documents in the file are affected. The Patents Act specifically
provides that examiners' reports shall not be open to public inspection.

The practice o the Patent Office is to treat correspondence in response to
reports as aso not being available, but in legal proceedings in respect d a
patent, such reports and correspondence in the patentee's possesson are
discoverable documents.

In the case o petty Patents al documents lodged in respect d the application
and all documents sent by the Office to the applicant me open to public
inspection. e congder it desirable in the public interest to extend access to

al information on the file d both standard and petty patents.

A broader right d access in more general terms is given by the Freedom d
Information Act. We subscribe to the approach o that Act in relation to
documents an patent files, while noting that it may not have been framed with
a view to use by competitors wanting to obtain commercid information about
patentees. The classes d exempt documents under the Freedom d Information
Act are such as to adequately safeguard patentees rights and the public
interest, particularly those exemptions relating to national security and defence,
and to trade secrets, business, commercia and financial affairs.

Prior to the date on which a specification becomes open to public inspection,
however, the applicant is entitled to expect absolute confidentiality for his
application, examiners' reports and any correspondence concerning it.

[28] WE RECOMMEND that standard and petty patent application files be
confidential until the date on whdch they become open to public
impection, but that after that date, public access be granted to all
documents contained on patent files consistently with the principles and
subject to the exemptions contained in the Freedom d Information Act.




13 CHALLENGING GRANT OR VALIDITY

The complexity and expense d revocation and infringement proceedings hes been
a cause o muh criticism o the operation d the patent system.  Submissons
to the Committee allege that a patentee is often unable to take adequate
action to protect the patent because o the prohibitive cost d litigation. At
the same time, it is said that a wesk patent n'e?/ be dlowed to continue
unchalenged because no prospective challenger is willing to undertake the risk
of infringement and revocation proceedings.

It is in the interests d applicants and patentees, their competitors and the
public generally, that objections to grant o validity be dealt with as
exgeditiou_sly, expertly and consistently as is possible, without unduly sacrificing
either farness or the effective application of the relevant criteria In
particular, so far as practicable, the opportunity to chalenge validity should be
available to Australian industry without fear d endless and costly legal battles.

Interested parties, including competitors of an applicant o patentee, can meke
objections to the grant or validity of a patent.  After an application has been
laid open to public inspection and before acceptance by the Commissoner,
written notice can be given to the Patent Office of a limited range of matters
affecting validity.  After acceptance but before grant d a patent, opposition
proceedings on somewha wider grounds can ke undertaken in the Office.
This involves both written evidence and an ora hearing of both parties by the
Commissoner or his delegate. The Commissioner's decison is subject to
appea by either party to the Supreme Court of a State or Teritory (as a
prescribed court for the purpose d the Patents Act), and the appea procedure
is by way o complete rehearing. After grant d a patent, revocation
proceedings can be undertaken (On wider grounds again) in a Supreme Court.
Revocation mast commonly arises by way o a counter-clam in an action for
infringement of a patent, which mug also be heard by a Supreme Court.

We recognise that no system d adjudication meets every need, but we believe
the baance in this area can be better struck as outlined in the following
sections.  In broad terms, we believe that revocation Ea_roceedings in the courts
should be retained, that inter partes oppostion pr ings before grant should
be abolished, and that an ex-parte re-examination procedure on questions only
of novelty and obviousness should be avallable after acceptance o an
application and after grant d a patent.

13.1 Opposition

The rationale usudly advanced for pre-grant oppostion is that it is in the
interests d both the prospective patentee and the public that a patent, once
granted, should be as strong as possble. Supporters d pre-grant opposition
argue that the present system, including a hearing in the Patent Office, is an
inexpensve and effective adjunct to examination and search in ensuring that
wesk patents are not granted.

However, a common purpose for which opposition mw seems to be ussd is as a
means for a competitor to delay the grant d the patent. This &lay is
important since infringement proceedings cannot be commenced until after
grant, athough the patentee can then sue for infringements dating back to the
publication date o the application. Oppogtion proceedings lasting 5 to 8
years are not unusud, and they have been kmoamn to extend beyond the time
when the patent would, if granted, have expired.

The cost implications o lengthy opposition proceedings mey also be very serious
for a smdl inventor wio has limited resources and who may be faced at the




same time with the need for an expensive advertising or marketing promotion to
create conumea awareness d a new product. The &lay reduces the

opportunity for an inventor to gain rea .benefit from a patent and is potentially
inhibiting of innovation.

In fact, opposition proceedings mey have the effect d _enablinfg competitors to
pirate the invention and to compete with the inventor directly tfor the whole of
the commercidly useful life of the invention.  Where the applicant is a large
company it mey be able to bear the costs d the opposition proceedings and
survive to take infringement proceedings against anyone wo has used the
invention between publication and grant. That is unlikey to be true of most
Audtralian applicants.

We can see no sufficient reason for retaining the present pre-grant opposition
procedure if other effective means d challenging patents can be mede
available. We note that mog other patent systems, including those o the US

and EEC countries, do not permit pre-grant opposition.

(29] WE RECOMMEND that the pre-grant opposition procedure be
abolished.

132 Revocation

It has been propossd to us that jurisdiction might be given to the
Commissoner, or an administrative tribunal from within the Patent Office,
initially to determine proceedings for revocation d a patent. The bass d the
proposd is that it might provide a cheaper way of disposng of arguments as to
the validity of patents. There are comparatively few appeals from Office
decisons in oppogtion cases, and this no doubt reflects a degree of confidence
of the parties in Patent Office hearing officers.

We have not identified any reasons for _thinkinq that this proposd, if
introduced, would produce significant cost savings. ndeed, there Is reason to
think that the overal cost achievement might be adverse.

First, decisons by the Commissona or another administrative tribunal to order
or not to order revocation woud be required for constitutional reasons to be
subject to appeal to a court. Where important patents were involved,
therefore, the suggested procedure woud be likely to lead to duplication of
proceedings, with resulting additional costs.

Second, questions d validity o patents usudly arise in the context d
infringement actions, and are” often difficult to separate from the infringement
issues. It woud be necessary to retain in the courts trying infringement cases
a concurrent jurisdiction to determine validity. Magt arguments concerning
validity woud therefore continue to take place and be determined as part d
infringement proceedings in the courts. The likelihood therefore is that the
sug _ecﬂ;ted jurisdiction o the Commissoner o tribuna wodd have little
application.

As against these considerations, the proposds we meke elsewhere for
transferring al relevant court jurisdictions concerning patents to the Federal
Court, are bassd on the bdief that they will lead to the emergence o a
ﬁoecialist divison or group of judges of that court who are in a postion to
eal expertly and expeditioudy with all descriptions o patent matters.

In these circumstances, we are of opinion that efficiencies are more likely to
be achieved by including revocation proceedings among the jurisdictions




transferred to the Federal Court, than by creating a separate jurisdiction in

re\k/)oc%tlion proceedings by the Commissioner or some other administrative
tribunal.

This gpproach also hes the advantage that it will not further burden the Patent
Office with cll]Jeasi—judici_d_ functions. In our opinion, generaly speaking, the
expertise of the Commissoner and his officers can be better utilised in other

ways

{300 WE RECOMMEND that jurisdiction to hear post-grant revocation

proceedings nat be transferred to the Commissonea but reman in the
courts.

133 Re-examination

We have dready mentioned the notification procedure in section 57 o the
Patents Act which enables third parties to inform the Commissoner in writing,
before acceptance d an ap(s)llcatlon, o matters affecting prior publication,
obviousness, prior claming and novelty.  The examinr mus take such matters
into account, and the applicant must be informed.  The notifier hes o specific
right to a further hearing before the Office. This procedure could be
extended to be available for 3 months after acceptance and at any time after
grzant,_ as a re-examination procedure.  We think there is sufficient merit in
the idea of such a procedure to warrant its implementation, subject to
conditions to ensure that it does not create more problems than it solves, or
involve more costs then it saves.

In this connection, we condgder that matters permitted to be raised in
re-examination should be restricted to documentary or other recorded matter
affecting novelty and obviousness d the invention. Other quedtions such as
the requirements d a full description and proper clams, manneg d
manufacture, and entitlement to apply, should be left to court proceedings to
resolve. The procedure should be ex parte, not involving the notifier as a
party, and at the Commissioner's discretion (so a to avoid the need to
undertake pointless re-examinations based on notificaitions which are vexatious
or otherwise without substance). A report should be sent to the applicant in
the light of matters notified, giving appropriate opportunity to reply to an
adverse report before a final decison is meade The applicant or the
Commissoner d his om motion should also be able to instigate re-examination.

The Commissoner should be able to decide, as a result d re-examination, to
gant, refuse, uphold or cancel a patent, or direct amendments.  The applicant

ould have a right d apped to a court from an adverse decision, but a
notifier should have o corresponding right d appeal o review except such as
is avalable dsawhere - for example, under the Adminidrative Decisons
(Judicial Review) Act.  The notifier would, of course, be able to take action in
the courts in a revocation action, and should be confined to that course as the
onlyt one i_? whidh he can effectively contest the Commissioner's determination
on its merits.

A procedure for re-examination after grant d a patent hes been available in
the US since 1981 Evidence as to the efficacy o that procedure is
inconclusive, dthough such information as is available suggests that the
procedure mey have contributed to the avoidance or settlin litigation in a
significant proportion o the cases in which it was used. There seems to « to
be merit in introducing a sSmilar procedure in Australia so as to utilise the
expertise in the Patent Office to decide appropriate questions in the hope that
this may reduce the cost of, or in some cases avoid the need for, court
proceedings.




There woud also be merit in making re-emmination available on a patent which
is the subject d a revocation action.  This woud provide an additional avenue
to encourage parties to settle disputes on the bass d a re-examination
determination. In these circumstances, re-examination should be available ly
order and at the discretion of the court in which revocation proceedings have
been ocommenced. The Commissoner would then present his findings to the

court Which could take the result of that (or any earlier re-examination) into
account.

[311 WE RECOMMEND that a procedure be introduced for ex parte
re-examination by the Patent Office, with the following features:
i to be avallable for 3 months after acceptance of an application and
at any time after grant d a patent;

ii the grounds to be limited to matters d novelty and obviousness
based on published documents or recorded information;

iii to be available at the instance o the applicant or patentee, a third
party, or the Commissoner, except if infringement o revocation
proceedings are or have been commenced in a court, in which case
the court mey order re-examination;

iv the Commissone to have power to grant, refuse, uphold, or cancel a
patent, direct amendments, or present his findings to a court hearing
a revocation action, as the case may be and

v the gpplicant ar patentee, but not third parties, to have an express
right d appeal from the Commissoner's decision, third parties having
recourse to the courts only by way of revocation proceedings or as
otherwise provided by law.

14 ENFORCEMENT OF PATENTS
14.1 Territoria operation of the Patents Act

A patent has effect throughout Australia, including Norfolk Idand. The rapid
increase in offshore exploration and the use o satellites in the last 20 years,
however, has aroused concern that the present territorial operation of the Act
may be too restricted.

Other Audrdian legidation and international conventions dea particularly with
the operation o lavs in Australia's territorial sea and in airspace.
Notwithstanding that there mey be some uncertainty in those provisons,
inconsistency of the Patents Act with other legidlation is undesirable. The
Committee believes that a patent should have effect wherever there is
technological or industrial activity in a place governed by other Austraian law.

[32) WE RECOMMEND that patents should have territorial operation
consistent with other Australian legislation concerning sovereignty and
with relevant international agreements.

142 Contributory infringement

A patentee mey encounter serious difficulty in enforcing his patent where it is
prone to infringement by an eventual consumer who is supplied by an
unauthorised person with the means to infringe.

For example, a process patent for udng a selective herbicide which is a knomn
chemicd woud infringed by a farmer who bought a container and followed
instructions for use which, when followed, unknown to the farmer, resulted in
infringement d the patent. Even if the patentee were prepared to bear the




hi?h cost o detecting infringement by the farmer and then to bring
infringement proceedings, the result woud amost certainly be unsatisfactory.
The farmer woud ordinarily be unaware o the patent and an award of damages
woud therefore be mast unlikdy. The farmer woud be left with a stock of
herbicide he wes forbidden to use, and the patentee woud find himsdf with no
damages and a dissatisfied potential customer. To complicate the matter,
there mey be hundreds or thousands d such ultimate consumers.

It is unreasonable and wasteful o resources for a patentee to have to sue al
of the direct infringers with so unsatisfactory a result in each case, when the
supplier is, in a real sense, far more responsible for the commisson of the
infringing acts.

We bdieve that it woud be more effective, realistic and just for the patentee
to be able to take action against the supplier or middlemen who facilitates the
commisson o the infringing act by the ultimate consumer.(31) The most
common example d indirect, secondary or contributory infringement is where
goods, materials or parts are supplied to a consumer with the intention that
they be used, consumed or assembled in a way which constitutes an infringement
d a patent. The intention might be evident, for example, from the provison
d brochures containing instructions an how to meke a product @ use a process
which woud infringe a patent, or by advertisements soliciting the commisson of
an act which would infringe.

In some countries there can be mo indirect infringement unless a direct
infringement hes in fact taken place.  This imposes unnecessary restrictions an
the patentee. A digtinction mey be drawn between those cases wheae a
supplier knows that goods sold will be used to infringe or takes postive action
to induce another to infringe, and those where he makes goods available merely
knowing that they may possbly be used for an infringing purpose. It woud be
an unwarranted interference with commercid activities if a patentee were to be
able to prevent another person from selling a staple commodity with a wide
variety of possble usss amply on the grounds that it might be used for an
infringing purpose. This is quite distinet from the case where there is o
possble ue except as part d an infringing product or in an infringing process.
Thus the importer d a kit d parts which is &sgned to be assembled into an
infringing article should be liable as an indirect infringer even though it cannot
be shown that an infringing product has in fact been assembled in Audraia

We believe that no action should be allowed against the supplier d a staple
product unless it can be shown that the supply was accompanied by a postive
inducement to peform acts which woud infringe a patent, and irrespective o
whether the product was in fact subsequently used in a direct infringement.
Where the goods supplied have mo reasonably concelvable use other than an
infringing use, however, the patentee should be able to stop the supply at its
source by suing the supplier for infringement.

There will be other problem oases under a law providing for indirect
infringement;  for example, where there are "tie-in* provisons in licensing
agreements, and dedling with a product in the course of repair.  These cases
are discussed by Dufty and warrant further consideration, but they do not
affect the general thrust d our recommendation.

(331 WE RECOMMEND that in general the supply of goods whose only use
would infringe a patent, or which are accompanied ly a postive
inducement for the ultimate consumer to perform actions which woud

innocently or knowingly infringe a patent, should itself be an infringement
o the patent.




143 Litigation insurance

The potential cost d litigation could be a material impediment to the use of
patents as a bads for innovation and devdopment d export markets by
Audgtralian industry, particularly smal to medium-sized busnesses seeking to use
ﬁatents as a means d commencing ren activities. The expense o a
ard-fought infringement action can be so great (often in excess d $100,000,
but varying depending on the country concerned) that there mey be a rea
diminution of the vdue d patents as an incentive to innovation.

High litigation costs are a fact o life in mos commercid disputes. There is
o justification in our opinion for weighting the balance any more heavily in
favour o ether the patentee or an alleged infringer. Other measures we
propose, in particular relating to concentration d jurisdiction in the Federal
Court and to the introduction  a re-examination procedure, are designed to
reduce unnecessary costs d legal disputes.

There is nevertheless room for exploring further measures to mitigate the costs
d infringement proceedings. If the importance of capacity to pay lega costs
can be reduced, there mey e a greater chance for smaler local innovators to
assert their rights against larger established firms and achieve a more
satisfactory result by compromise

Vaious possihilities have been mooted for providing financial support to small
innovators, including government-administered funds, legal aid, and insurance
schemes. We are aware o at least one case in which legal aid has been given
to an individua inventor and woud not wish to see this avenue cut off.
Without wishing to preempt these other possibilities, we can see some likelihood
for success in an insurance scheme.

The availability of a voluntary insurance scheme would be consistent with the
notion that it is Y to patentees to seek and take advantage of their patents.
Schemes have existed in Europe for a few %/eeg]rs, dthough we have seen o
evidence as to how satisfactory they have in practice. Premiums in
Europe appear, according to the information available to us to be relativel

modest. The existence df schemes esewhere suggests that the idea is wort

pursuing here.  We understand that access to coverage is aready available to
a limited extent in Audtraia

(341 WE RECOMVEND that the Government encourage insurance companies to

offer appropriate schemes enabling Austradian enterprises to obtain
insurance coverage against patent litigation expenses in Australia and in
other countries.

15 JURI SDI CTI ON OF COURTS AND TRI BUNAI S

Jurisdiction to hear and determine matters arising under the Patents Act
is primarily vested in the Supreme Courts d the States and Territories and in
the Administrative Appeds Tribuna. The Supreme Courts have an extensive
origina jurisdiction and as well hear appeals from decisons d the Commissoner
d Patents, while the Tribuna reviews certain decisons d the Commissoner d
an administrative character. There is aso a general power d review in the
Federal Court o Australia under the Administrative Decisons (Judicial Review
Act. Appeds under dl three jurisdictions go to a Full Court d the Feder
Court and mey then go to the High. Court d Australia.  (Although under the

Constitution there is some _o;jginal jurisdiction in the High Court itself, that is
not often likely to be exercised)




The matters which can be heard by Supreme Courts generally involve matters o
substantive patent lav such as grant, revocation, infringement, working, and
extenson o term d patents. The type of issues which arise include the
construction o specifications, novelty and obviousness of inventions, whether the
reasonable requirements d the public are being met, and adequacy of
remuneration to the patentee.

Patent matters heard by the Administrative Appeds Tribunal are basicaly
connected with administrative and procedural matters. They include restoration
of lapsed applications ar ceased patents, extensions o time, disputes between
co-owngrs a patent, and registration of patent attorneys, though matters o
substantive patent lav can arise in the Tribuna as collateral issues.  Both the
Supreme Courts and the Tribunal, when reviewing Patent Office decisions,
re-hear the cases and substitute their awn decision for the Commissioner's.

The Federal Court under the AD(JR) Act exercises a supervisory A'_urisdictio_n.
The question of jurisdiction under the Patents Act is extensively discussed in
the report by Campbel commissoned for the Committee.

A number o serious problems arise because of the concurrent jurisdiction o the
Supreme Courts. First, the plantiff axd defendant in a case may have
different ideass d which State is the mogt convenient for the hearing. The
location, for example, of infringing acts and of sources d evidence may count
in this, but so too may the convenience o the parties' lega advisers and their
familiarity with the rules and procedures in their home Supreme Court.
Second, the territorially limited jurisdiction o Supreme Courts mey cause deays
and additional costs in attempting to serve documents on a reluctant defendant.
Third, there is a risk of inconsstency and duplication. Two Supreme Courts
mey come to different conclusons an the same point d lav and give quite
different decidons, each in complete ignorance o the other's decison.
Different aspects d the same case may even be dealt with smultaneoudy in
. different courts. Fourth, there is an inevitable difference in expertise and

attitudes among Supreme Court judges an patent matters, given the specialised
nature o the evidence and case lav involved.

These problems are compounded by the existence of the other two routes for
review d Patent Office decisons to the Administrative Appeds Tribunal and to
the Federal Court under the AD(JR) Act Because ad the generality of
AD(JR) Act review, and d the need for collateral matters to be decided by the
Tribunal, it has happened that the same issue has been taken smultaneoudy to
al o the three fooums. The courts and tribunals themselves are able to make
arrangements to avoid some of these difficulties, but time spent in arguing such
matters is costly and unproductive.

We bdieve that it is important that disputes over patents be resolved with as
much convenience, consistency, expertise and expedition as can be achieved.
"Forum shopping", while it may be important for the parties in a particular
case, does not serve the interests d the public in general and it should be
eimnated as far as possble We can see no advantage in retaining
jurisdiction in the Supreme Courts if there is a suitable single court which sits

regularly in the man cities.

We bdieve that mos o these disadvantages woud be removed or minimised if

jurisdiction over patent matters were to be transferred from the Supreme Courts
to the Federa Court. The Federal Court is likely to be better equipped to
develop a unifoom and coherent body o case lav in its interpretation and
application of patent law.




A further and extremely relevant consideration iS that the Federal Court is
vested with exclusive jurisdiction in actions under the Trade Practices Act.  As

we noted earlier, the nature of the relationship between competition lav and
patent lav is such that it is both logica and desirable that the court having
jurisdiction over competition lav matters should also be the one that hes all
relevant jurisdictions under the Patents Act.

A numba o matters d an administrative or procedural nature can ke dealt
with by the Administrative Appeds Tribunal. This is consistent with the

approach taken in other federal lavs and we see no reason to disturb it.

Although it is beyond the scope o this review to consder matters relating to
trade merks, copyright, designs, and allied rights associated with intellectual
property, the Committee believes that patent lav must be seen in its proper
context as part o intellectual property lav. Prima facie, the arguments which

support the vesting of exclusve Lurisdiction in the Federal Court in relation to
patent matters largely apply to other areas d intellectual property.

[351 \WE RECOMMEND - _

i that the jurisdiction in matters d patent lav currently vested in
the Supreme Courts be transferred exclusively to the Federal Court
d Augrdia; and _ _ _

ii that consderation be given to vesting in the Federal Court
exclusve jurisdiction in all substantive matters arisng under
intellectual property lav (including trade marks, desgns and
copyright).

16 THE PATENT CFHl CE

The Patent, Trade Maks and Desgns Office employs approximately 500 people,
some 60% of whom are concerned with patent matters. The Office receives
some $1Tm in fees pa annum in connection with all its functions. About
17,000 patent applications are lodged annualy.

Sub-offices are maintained in each State capital, at which can be lodged
applications for the grant d a patent and other documentation concerned with
an application. Limited patent searching facilities are available at these
Sub-offices.  Approximatdy 15,000 general telephone and counter enquiries are
serviced by the Sub-offices each year.

Since 1976 the Patent Office has been active in the provison o patent
information services but the resources committed to this function are quite
small. The Committee is aware of the fact that the Minister hes rec%r‘lf(l:K
given gpprova for the establishment ¢ a new Technology Information Br
within the Office which has the objective o assisting industrial growth and
efficiency of Audtralian industry by the effective transfer and diffuson to the
private and publiec sectors o technologica information contained in patent
literature. We commead this initiative.

The cost d operating the Office, from whatever source the cost is recovered,
is a direct cost d the patent system.  This cost, as with all others should bke
minimised consistent with the attainment d the objectives o the patent system.
To achieve this result the Office must operate in the mogt efficient manner.

More efficient operation, in our view, can be achieved through proper strategic
planning and the devdopment o efficient systems to support the administrative




functions which the Office is required to perform. This in turn involves
forward planning over time frames whieh Mmay exceed the lives d elected
governments.

The Patent Office is essentially providing a commercid service and is required
to recover its operating costs. The Office provides some services which it is
neither appropriate nor practicable to regard as "user payst services.  These
include particularly those providing information services to the public, including
the mantenance o public libraries o patents, trade maks and dedgns in
Sub-offices in each State, and other functions d the Technology Information
Branch. These services are, however, essential to the proper functionin? of
the patent sysem.  The costs d these services should not be recovered from
atent applicants, patentee., or other usars d the system, but should be borne
the community. One d the objectives d this Report is to encourage new
entrants into the system. To impose greater costs by the recovery o all
indirect costs as vdl as direct costs d administering the Office would act as a
deterrent to we o the system.

{361 WE RECOMMEND that the Patent Office not be required to recover its
operating costs for those of its services which are in the nature of a
service to the public rather than a service to direct users d the system.

The Office ought to be able to respond to user demands for improvements in its
service which could be pad for by appropriate fees collected over a period of
time greater than a financial year.  Successful forward planning requires a fair
degree of control over resources to lbe available to the planners. In these
circumstances, the budget cycle and process which operates in government
departments is too restrictive and uncertain to allow for mogt effective
management d the Office Further, the Office does not have adequate
control over resources, the requisite powe lying with the permanent head o the
department to which the Office, for the time being, is attached.

We bedieve that the Patent Office should have a greater amount d flexibility
and responsibility for its own organisation. At present it functions, to a large
degree, as a_conventional dvison o the Depatment d Science and
Technology.  Thus the norma ministerial control, and the requirements of the
Department o Finance, the Treasury and the Public Service Board are executed
through the medum o the Department d Science and Technology. The effect
o this is that while the Commissoner hes full technical direction and control
of the wak to be carried out and the procedures to be adopted within the
Office, he has little control over the numbers o staff and other resources that
are to be deployed to meet the workload or over investment programmes in
office technology such as computerised information handling.

We are aware that the foregoing problems exist in relation to patent offices
esawhere in the world. The Nicholson Report recommended that the UK
Patent Office should become a separate statutory bodyd(32) The US and
Japanese Offices have both in recent times achieved operationa independence.
In its submisson to this Committee, the Austraian Patent Office has argued for
ranting to the Commissoner d Patents the poweas d a Permanent Head.  On
alance, we are inclined toward this view. The establishment d a suitable
financial apprgPriaj[ion arrangement for the operation of the Office should be
the subject discussions  between the Office and the appropriate central
government planning authorities.

{371 W RECOMMEND that the Commissoner o Patents be granted, under
the Patents Act, the poweas d a Permanent Head.




17 PATENT ATTORNEYS
171 Introduction

Patent attorneys are a body of professonals specialising in patent lav and
practice, and particularly in the searching, preparation, and prosecution o
patent applications in Australia and abroad.

While patent applicants may prosecute their own applications before the Office,
patent attorneys have the exclusive right under the Patents Act to prepare
specifications for a fee, so they have an effective professonal monopoly to
handle patent applications. They advise clients in relation to patent validity
and 'infringement and also deal with trade marks, industrial designs, and
licensing.

The care and skill with which patent applications are prepared materialy
influence the scope and vadue of the protection obtained under a patent. The
drafting of patent specifications and clams requires special skill and knowledge
of the applicable lav and practice, as wdl as a capacity to understand the
technology involved. No amount d legal skill will avail if the subject matter
is not understood. If Audtrdian inventors are to obtain adequate protection
for their inventions here and abroad, the assistance o people possessng these
attributes mugt be available in Audtraia

Submissons made to the Committee, including those by the Institute of Patent
Attorneys o Australia, and the report commissoned from Maedonald oOn
individual inventors, have been critical of:
training and qualifications o patent attorneys;
fees charged by patent attorneys, _
discipline’and regulation of the professon; and
the failure of the professon (and o the Patent Office) to provide assistance
to applicants beyond the mere prosecution and processng of patent
applications.
To these issues we would add for consderation:
the extent d the monopaly of practice given to patent attorneys.

172 Qualifications and examinations

An applicant for admisson to practise as a patent attorney must possess a basic
tertiary qudification in science or engineering and mus have satisfied the
Boad o Examinegs o Patent Attorneys in the course of study prescribed in
regulations mede under the Patents Act. The Patent Attorneys Regulations
presently require applicants to present themsdves for examination in 7 subjects
athough legal ‘'practitioners and UK chartered patent agents. can obtain
exemptions from certain o the e8ua|n‘y|ng examinations. Mog applicants are
required to wak with a registered patent attorney for 12 months as pert d the
qualifying requirements, though in the case o a Patent Office examingr this
period is reduced to 6 months.

A mgor deficiency in the present system is that although the curriculum posits
a high quaifying standard, there is ro institutionalised course of study and
teaching is "in-servicel.  Na surprisingly there is a high failure rate and many
candidates have to meke more than one attempt to pass. The examinations are
conducted by the Boad d Examiners d Patent Attorneys which is comprised of
certain membeas elected by the patent attorney professon and others nominated
by the Minister.




We bedieve that the patent attorney professon has an extremely important role
to play in ensuring that the mos effective possble use is made o the patent
system. If the professon is to ke able to peform that role it is clear that
its membeas must be adequately trained. Qualifying standards should not be
ma& unreasonably high, however, because o the risk that they woud unduly
limit entrance into the profession.

We bdlieve that a tertiary technical Diploma is no longer adequate qualification
for a person seeking to practise as a patent attorney,  notwithstanding that if
our recommendation is accepted it will become commensuratedly more difficult
for a person to qudlify for admission to practise.

{381 WE RECOMMVEND that the minmum technical qudlification for a patent
attorney be a Bachelor's degree, post-graduate Diploma, or other
qualification granting admisson at the corporate level to an appropriate
professional insti tution.

We also recommend that the subjects which form the intermediate part d the
patent attorneys' examinations (i.e. the basic subjects o patent, trade marks
and desgns law) be ingttutionalised.  ldeally, a course of study should be
established at a recognised tertiary institution, but if that is not possble we
suggest that the Institute o Patent Attorneys establish a forma course of
instruction in these subjects.

Applicants for admisson to practise as patent attorneys are required to
complete a course o study in patent, trade mark and designs lav and practice
in Australia as wel as that in a number d foreign countries. May candidates
for the examinations experience difficulty in dealing with the legal materials to
which they are exposed and the Committee believes that candidates might be
assisted if they were required to study an additional subject designed to provide
them with a general legal skills background.

We also consider that the present exemption from the intermediate examination
subjects dlowed to legal practitioners be removed except in those cases where
the candidate can sow that equivalent subjects have been taken in the course
of obtaining legal qudlifications. Also, in view d the increasing divergence
between Austrdian and UK laws the present limited exemptions for UK
chartered patent attorneys should be discontinued.

We bdieve that it would be dedsrable for al candidates to be required to
complete at least 12 months: training with a patent attorney, either in private
practice or in indudtry. The present provision for a reduction o this period
to 6 months for Patent Office examiners should be removed. On the other
hand, all candidates should be required to have some knowledge o the working
and operation d the Patent Office and the Institute and the Patent Office
should co-operate to provide an exchange programme whereby trainee patent
attorneys and patent examiners obtain experience in the Patent Office and in
the professon respectively.

Orne area where it is becoming increasingly important for the level o training
to be increased is in the area of foreign patent lav and practice, particularl
that o countries most relevant to Audtradian inventors seeking patents abroad.
The Committee believes that all necessary steps should be taken to ensure that
candidates receive adequate training in this aspect d practice and recommends
that measures should be taken by the Institute and the Patent Office to
investigate appropriate methods o instructing candidates.  Consideration should
likewise be ﬂlven to the introduction of continuing education requirements to
ensure that the profession is kept informed of changes as they take place.




[39] WE RECOMVEND that the Institute of Patent Attorneys o Australia and
the Patent Office, in conjunction with the Boad of Examines o Patent
Attorneys, investigate -

i the feasibility of the instruction and examination of the 3 subjects
which form the intermediate pat o the patent attorneys
examination being conducted at a recognised tertiary institution;

ii the incluson o an additional subject designed to provide candidates
with general lega skills;

iii the removd d the present exemptions -
from the intermediate level allowed to legal practitioners, except
where equivalent subjects have been taken;
from 6 months d the 12 months in-service training dlowed to
examiners from the Patent Office; and
from 2 subjects d the final examinations dlowed to UK chartered
patent agents, and
iv.  the implementation of an exchange programme between trainee patent
attorneys and examiners, and a continuing education progranme for
those who have quadlified.

We also bedieve that the Boad should be more representative o the various
groups WD have an interest in its functions.  There is a case for diversifying

the membership o the Boad to include at least one non-professond
representative.

73 Patent attorneys fees

The fees charged by patent attorneys for their services, like the fees charged
by the Patent Office, are part d the costs o the operation o the patent
system.  Maximisation o the benefits to be derived from the operation o the
system require that these costs be kept as low as practicable.  On the other
hand, reasonable fees mus be charged if adequate services are to be provided.
We have examined the Institute Patent Attorneyst recommended Scale o
Fees. We are unable to say that the fees set out in that Scale are, on the
whole, unreasonable, having regard to the requisite care and responsibility
involved. We are in ro podstion to kwow whether in particular cases
unreasonable fees mey have been charged. It is not particularly significant

that individuals mey sometimes have complained that they have been charged
too much.

We do condder it undedrable that information is not publicly available as to
the fees charged by patent attorneys for their services. It has been suggested
to w that the Institutes Recommended Scale o Charges is so lengthy and
complex as to be uninteligible to persons other than those thoroughly familiar
with its operation. While we have some sympathy for that view, we do not
accept it as sufficient reason for failure to publish the Scale and we recommend
it be made available on request to any interested person.

[401 WE RECOMMEND that the Institute of Patent Attorneys be required to
make its Recommended Scale of Charges available on request to any
interested person.

We woud add a suggestion that those patent attorneys wo do not already do
so should, in their oan interests as wdl as those  their clients, endeavour to
provide in advance as much information as possible about the costs likely to be
Involved in the aBrosecution of a patent application, partic_ularl){] a patent
application filed abroad, or any other professona services which they may be
engaged to undertake.




174 Regulation of the profession and discipline

Although o submissons have been ma& to us on the point we are aware that
both the Institute of Patent Attorneys and the Patent Office hdd the view that
the present provisons for the regulation d the professon and the discipline of
members are inadequate.

The professon is not self-regulating.  The Institute of Patent Attorneys, being
the professona association to which most but not all patent attorneys beong,
has limited disciplinary powers over its membas  The mgor responsibility for
the regulation o the professon lies with the Commissoner.

The Committee hes consdered the question o whether wider powes o
regulation should ke vested in the Institute so that it could operate aong
gamilar lines to the various State bodies which administer the legal profession,
We have concluded that such a change wodd not be practical at present
because the professon is numerically so small.

We understand that proposals have been made, and are presently under
consideration, under which the powes d regulation vested in the Commissoner
woud be extended, and an independent disciplinary tribunal woud be established
to ded with complaints referred to it. We congder that these initiatives
should ke pursued.

[41] WE RECOMMEND that current proposds to extend the displinary powers
d the Commissoner in relation to patent attorneys and to establish an
independent disciplinary tribunal be pursued.

/5 Professonal monopoly and scope of professonal practice

We have adready commented on the important service role which patent
attorneys play in preparing and filing patent applications in Australia and
abroad. We believe that it is appropriate for the drafting and filing of patent
specifications for reward to be the exclusve doman d a trained and regulated
professional body.

The wok is highly technical and it is an integral part d the whole process o
effective innovation.  We have already made proposas for the improvement o
the training o patent attorneys and we are of the view that only people in

jon of the requisite skills and subject to professional regulation should be
permitted to practise as patent attorneys. The Committee therefore accepts
that a limited monopay of practice by patent attorneys should be retained.
We note, however, that practice in trade marks does not require technical
ualifications. This mey warrant further examination in the context o the
rade Maks Act.

The Committee hes also considered proposds that patent attorneys should be
given the right to practise in areas d legal practice which are related to
patent practice. We do not believe that there is any justification for
extending the patent attorneys right to practise unless there were to be
corresponding requirements d training, qualification and regulation o practice
in those aress. In particular, we do not believe that it should be part & a
patent attorney's role to provide legal advice beyond the narrow scope o the
work peculiarly within the province o patent attorney practice, without full
gualification as a legal practitioner.

(42] WE RECOMMEND that o change be mede to the present scope of
patent attorney practice.




PART F
THE PATENT SYSTEM ABROAD AND AT HOME

18 INTERNATIONAL ROLES AND RELATIONS

The effectiveness d the patent system from a national perspective inherently
depends upon the operation o the international patent sysem in which Australia
participates and specifically the Paris Convention for the Protection o
Industrial Property.

Apat from economic aspects discussed earlier in the Report, a further aspect
d Australia's participation in the international patent system is that benefits
are derived from involvement in technical meetings, that is, those meetings
which are pat d the international programme for achieving international
conformity in classfication o patent documents, procedures for uniformity of
patent applications, international patent searches, exchange o views
computerisation of patent data bases, and so on In fact, mast o the
international meetings attended by officers d the Patent Office are of a
technical nature. Audrdlia hes in recent years had a materia influence at
these meetings.

Within the political arena, there is presently current only the proposed revision
d the Convention to provide preferential treatment to developing countries.
These issues have been in debate for the past 10 years and no resolution is yet
in sight. In these negotiations Australia has tended to adopt an independent
line within the Group B countries.  This independence reflects Australias size,
its geographical location and its perceived future trading relationship.

(431 WE RECOMMEND that Australia continue to participate in the various
treaties administered by WIPO, having regard to the special needs 0 the

Austraian economy.

The Austrdian Patent Office is the largest English speaking patent office within
the Asia/West Pacific region. As the English language is the mgor technolo
language and the second language in the region, the Audrdian Office is wel
placed to assist in co-operation development d industrial property systems
within the region. We see this co-operation development as a useful, albeit
smal, pat do continuing to improve Austraias politica and economic
relationships with the countries in the region. It is the region that is
expected to be the mast dynamic, in terms d industrial and economic growth,
during the rest d the century and beyond. = The South East Asian/South West
Pacific countries alone carry a population comparable with that o North
America, the EEC and South America combined.

We note that the Audralian Office hes provided experts to WIPO for
co-operation development activities in developing countries in South America and
Africa. We do not propose that these activities should discontinue, but
preference in allocation of expert resources should be given to countries in the
Asia/ Wes Pacific region.

We believe as a genera propostion that it is in Australids best interests to
encourage the establishment, harmonisation and modernisation o industrial
property legislation in developing countries in the region. Some o the existing
Industrial property administrations in such countries require modernisation,




particularly from the point of view d streamlining procedures and operations,
strengthening of staff resources through training, and increasing understanding
of the functions and role of industrial property in technological, industrial and
economic development. Further it will be usgful to comsider whether common
administrative or other links could be established that woud lead to more
efficient sharing o scarce resources, including documentation and technical
personnel, and o systems and services for the acquisition and dissemination of
technological information. The Austraian Patent Office is through aid and
training progranmes financed through the Australian Development Assistance
Bureau (ADAB), aready encourﬁing and assisting the develtépment d industria
property systems which are likely to be introduced by developing countries in
the region during this and the next decade.

[44] WE RECOMMEND -

i that the Australian Patent Office continue to develop regiond
_cooEeration programmes, particularly in the Asia/west Pacific region,
in the following three man categories:

advisng and training o technical staff and administrators in

industrial property offices;, _ _ _

. providing advice and training to industrial property offices to
etter access and use the technology information contained in
patent documents; and _ _
devdopment and use o ocommon services with the long range
objective o the establishment d regiona arrangements which
would serve dl the participating countries concerned; and _

ii that the Minigers for Science and Technology and Foreign Affairs
consult with a view to ensuring suitable Government funding for these
activities on the part d the Patent Office.

19 MONITORING OPERATION AND EFFECTS

It is important for the proper functioning o the patent syssem that basic
information concerning proprietorshilo, and the existence o licences, mortgaﬁfs
and other interests in patents, should be as readily available as possble. e
Patents Act currently requires the licensing of a patent to be recorded in the
Register, but the sanctions it provides for not doing so are largely ineffectual.
Copies d deeds and documents mudt also be lodged. Patent licences in
practice are lodged and recorded only where it becomes in the patentee's or
licensee's interests, usualy where infringement proceedings are contemplated.
Accordingly, the Register at present provides little information on the licensing
of patents in Austradlia.  The reason is not hard to locate.  The Act provides
that all such documents and information lodged and recorded on the Register be
open to publie inspection. Compliance with the requirements woud therefore
result in many cases in public disclosure & commercialy sensitive details.

We can see no judtification for requiring full public disclosure of all licences,
mortgages and other interests in patents. It woud be enough that appropriate
minmum particulars be publicly recorded so as to provide the information which
members of the publie may reasonably need concerning the existence o relevant
rights and interests. Published particulars could probably be limited to the
names d the persons concerned, the nature d the interest, together with
sufficient particulars to identify the instruments by which the interest is
created or transferred, and in the case of a licence, the term for which it is
granted and whether or nat it is exclusve.

On the other hand, as by mow will be apparent, the Committee has been
handicapped throughout the course o this review by lack of adequate data,
particularly empirical evidence as to the operation and effects d the patent




system in Audraia Such information would be useful for general economic

policy assessment purposes, for example, in monitoring transfer d technology to

Australia, as wdl as in matters more directly related to the a|i)_atentsl islation.
[

Better statistical information on the use of patents in Australia, including their
licensing, woud add greatly to the effectiveness o future monitoring and
assessment. The requisite information would, however, be commercidly
sensitive, and any stipulation that it be provided mus therefore ensure that it
will be recelved in confidence and under privilege. It could thus neither be
disdlosed, nor compdled to be produced in legal proceedings, by the authority
to which it is supplied.  The operation o the Freedom d Information Act may
have to be excluded accordingly. We suggest that the authority to which this
information should ke supplied should ke the Patent Office.  An appropriate
sanction for non-compliance woud be a restriction o the right to recover
damages for infringement.

[45] WE RECOMMEND - )
i that full particulars d all interests affecting the proprietorship of a

patent, inc_Iudin? any licence, be required to be lodged with the
Patent Office, for use for statistical and genera policy assessment

;

ii ?#a% only certain appropriate minimum particulars be entered on the
Register and be open to public inspection;

lii that al o the information provided and not entered on the Register
be treated as received and hdd in confidence and subject to
privilege, and to the extent necessary for this purpose, that the
application of the Freedom d Information Ad be excluded; and

iv that if particulars are not lodged as required within 3 months after
the date of the instrument, then damages for infringement will not be
recoverable for infringing acts occurring between the date of the
Iggrgdment and the date on which the requisite particulars are

ged.

We also beieve that the Patent Office should develop systems and procedures
for collecting other data from applicants and patentees to provide information
on which to base future polig decisons.  Of particular interest is information
concerning use of a patent after it has been granted.  This might be done by
requiring information to be provided at certain stages in a patent's life as a
pre-condition to renewa, for example, upon grant and each 5 years thereafter.

[46] WE RECOMMEND that the Patent Office introduce procedures to collect
more data from applicants and patentees, particularly concerning the we
of patents after grant, in a form which facilitates analysis for statistical
and general policy assessment purposes, the information so collected being
treated as received and held in confidence and subject to privilege.




DISSENTING STATEMENT

BY PROFESSOR D.M. LAMBERTON

This Report does not live up to its daim to have adopted an economic
perspective and to have applied economic criteria It has not consistently
applied economic criteria; it hes not mede full use o avalable empirica
evidence, and the concept o socia cost, so frequently mentioned, has never
really been fully gragped.  The underlying idea of the process d innovation is
little more than faith that more patent protection will ensure more innovation.
The sensible objective is rightly declared to be "to modify the Australian patent
laws, adjusting the length, strength and breadth of patent rights" to maximize
the net benefit. It is unfortunate that the Report soon strays from this path.

No amount o talk about individua patent successes nar about a future in which
the Audrdian economy has magicaly become progressive, innovation-oriented,
and competitive on the world scene, can hide the facts that Australia exports
little in the way of manufactured goods and has few inventions for sale. Mast
patents are granted to overseas firms. To meke the mogst o this situation,
Audtralia needs to reduce social costs to the extent possible without inhibiting
innovation and without provoking international retaliation. As a smal nation,
there is scope for such action.  The constraints o the Convention are largely

myth.

A policy exercise such as this Report should look to the dimensons that can
serve as the bass o effective action.  Abdication in favour d competition law
does nat hod good prospects in a small domestic market with highl

concentrated industries dten dominated by foreign investment. This approac

is even less promising because patents operate as effective non-tariff barriers
to import competition.  In these circumstances the thrust o the Report should
have been dedgned to faster and capitalize on the capability to respond
dynamicaly to change, to imitate, and to innovate competitively and not to
preserve the profits d protected stability.

To acknowledge the circumstances d the Australian economy and to seek such a

balancing o social cost and dynamic benefits is to reject much o this Report.
In particular, it points to

(@) reduction of standard patent term to 10 years,

(b) some freeing o import competition from the restrictions patents
permit (If permitting import competition woud be tantamount to
dbandonment d the patent system, the case for exposing the
protection afforded to public scrutiny, as is done with tariffs, is a
strong one);

(e) implementation & a comprehensve system o employee rights in
inventions,

(d) making sure that provisons such as compulsory licensing and
reexamination can function effectively;

(e) ensuring that patent legidlation facilitates the monitoring and control
of the conditions under which technology is acquired from oversess,




(f) avoiding the restrictive consequences and additional social costs that
can arise if the scope of the patent sytem is extended unnecessarily
in the devdopment d the information economy;

() \é\‘/je\?l@ning the professonad patent attorney monopoly of costly
ice;

(h) significantly improving the educational requirements for those working
within the patent system; and

(i) clarifying the extent to which Patent Office operations are to be
subsidized.

Some important matters have been addressed inadequately, eg.:
i) the nature and extent of restrictive practices,

(ii)  co-ordination with other industrial and economic policy
measures,

(iif)  co-ordination o availability of patent information with other
sources d technologica and business information; and

iv) the administrative efficiency of the Patent Office.

The Report is not an imaginative one. It is constrained by the very "haze of
assumptions about iC?hts and rewards for inventors, special pleading by those
dlrect?; involved, and a plethora of legal procedures and criteria in the Patents
Act" that it deplores. Many of its recommendations are for no change, and
when change is implemented it is al too often merely procedural a has little
prospect O being effective. A good opportunity tO adjust an ancient

institution to the current needs of the Australian economy has been missed.
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APPENDIX A SUBM SS ON\S

Submissons ma& by the following were ma& publicly available in the Patent
Office and Sub-offices in the State capitals. Submissons were numbered as
shown in parentheses.

Agricultura and Veterinary Chemicas Association of Australia (1,55,85)

JKH Allen (2)

Amagamated Wirdless (Australasia) (Limited) (47)

Association of the British Pharmaceutical Industry (3,58)

The Association d the Swedish Pharmaceutical Industry (4,75)

Australian Academy of Technological Sciences (5)

Australian Consolidated Industries Limited (6)

Audtrdlian Industrial Research Group (38)

Australian Industries Development Association (46)

Australian Manufacturers Patents, Industrial Desgns, Copyright and Trade
Mark Association (7,53,78)

Australian Patent Office (49)

Austradian Pharmaceutical Manufacturers Association (8,70,86)

Australian Science and Technology Council (45)

BP Australia Limited (9)

Bundesverband der Pharmazeutischen Industrie (35)

The Chartered Institute of Patent Agents (UK) (10,72)

Ciba-Geigy Australia Limited (11)

Ciba-Geigy Limited (12)

CIK. Austraia Pty. Ltd. (42,90)

Commonwedth Scientific and Industrial Research Organisation (13)

Confederation of Australian Industry (14,71)

Consolidated Fertilizers Limited (57)

Control Data Australia Pty. Limited (61)

Dulux Australia Limited (16)

The Dutch Study Committee on Industrial Property (34)

Eacham Shire Council (51)

Esso Australia Ltd. (52)

European Federation of Pharmaceutical Industries Associations (17,73)

FH. Faulding & Co. Limited (69)

Footscray Institute of Technology (31)

D.A, Freckleton (89)

ICl Australia Operations Pty. Ltd. (37,76)

Department o Industrial Development & Commerce (W.A) (15)




The Institute of Patent Attorneys of Australia (39,74)

The Institution of Engineers, Australia (59)

The International Federation of Industrial Property Attorneys (18)

Inventors' Association of Australia Limited (19,82)

Japan Patent Association (44,64)

Allan Richard Jones (20,54,62)

Joe Kenyon (88)

Law Council of Australia, Business Law Section, Trade Practices
Committee (21,50)

Keith Leslie (22)

The Licensing Executives Society Australia and New Zealand (84)

Livestock & Grain Producers Association - NSW (43)

Hayden Llewellyn (83) '

Monsanto Australia Limited (36)

Monsanto Company (23,79)

Clifford E Musto (24,63)

National Farmers' Federation (40,65)

Nufarm Chemicals Pty.. Ltd. (87)

Pharmaceutical Manufacturers Association, U.S.A. (25)

Professional Officers' Association, Patent Office Group (26)

The Royal Australian Chemical Institute (27,67)

Queensland Graingrowers Association (81)

Scherico Ltd. (28)

Department of Science and Technology (Commonwealth) (56)

B.J Simpson (29,77)

Alan Skyring (30)

Standard Telephones and Cables Pty. Limited (48,60)

Swiss Society of Chemical Industries (32,66)

University of Melbourne (33,68)

Dr Joe Unsworth (41)

CH. Warman (80)




APPENDIX B COMMISSONED STUDIES

The following reports were ma& under studies commissioned in support of this
review.

Mr TD. Mandeville, Professor DM. Lamberton and Ms EJ Bishop, (Department
of Economics, University of Queensland), "Economic Effects of the Australian
Patent System"™ and "Supporting Papers for Economic Effects of the Australian
Patent System", AGPS, Canberra, April 1982.

Mr RT. Cearstairs and Dr LS Welch, (School of Business Studies, Darling
Downs |nstitute of Advanced Education), "A Study of Outward Forelgn Licensing
by Australian Companies®, Patent Office, 1981 (jointly supported with the
Licensing Executives Society of Australia and New Zealand{

Dr S Macdonald, (Department of Economics, University of Queensland), ™The
Individual Inventor in Australia®, University of Queensland, Brisbane, February
1982.

Ms A Dufty, Professor R. Baxt and Professor E. Campbell, (Monash University
Law School), "Report to the Industrial Property Advisory Committee” on specific
topics in industrial property law and policy, Patent Office, Canberra, 1983,

Volume 1 by Dufty deals with Patentable Subject Miter, Invalidity on the
Grounds Of Obwiousness or Lack of Novelty, and Infringement and the
Rights of Third Parties.

Volume 2 by Baxt deds with the Interface between Anti-Trust and
Intellectual Property Legislation.

Volume 3 by Campbell deals with Jurisdiction in Patent Matters,




APPEND X C SEMINARS

The Economic Implications O Patents in Australla, Healesville, 7-8 November
1980. Papers presented at the seminar have been published, together with
those presented at a symposium on "Economic Aspects of the Australian Patent
System" held in the Economics Section of the 1981 ANZAAS Conference,

Brisbane, in "The Economic Implications of Patents in Australia’, Patent Office,
Canberra, 198L

The Patent Cooperation Treaty - Experiences and Perspectives, Sydney,
20 October 1981 This seminar was organised jointly with the International
Association for the Protection of Industrial Property (AIPPI) (Australian Group).

Petty Patent Seminar, Melbourne, 27 November 198L This seminar was
organised jointly with the Victorian Chamber of Manufactures and the Australian
Patent Office.

The Commercial Implications of the Australian Patent System, Canberra,
11-12 August 1982 This seminar was organised jointly with the Confederation
of Australian Industry and the Australian Patent Office.  The proceedings have
been published by the Patent Office.




