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Preface

Australian innovation patents are not currently available for plants, animals or biological
processes for the generation of plants and animals. The ACIP Issues Paper has sought
submissions about whether this exclusion is justified.

IPRIA is not able to provide any empirical evidence on the economic or practical
consequences of the exclusion of plant and animal subject matter, and so this submission
is confined to a theoretical examination of the issue. This submission examines the
justification for second tier patent protection in other countries, the subject matter for
which such protection is commonly accorded, and the place of exclusions in these
systems. This submission also examines the international practice of granting or
excluding intellectual property rights for plant and animal subject matter. In our view,
these analyses provide indirect assistance to answering the fundamental question of
whether the Australian innovation patent should exclude plant and animal subject matter.

This submission was prepared by the following people:

o Melanie Howlett, Research Assistant, IPRIA
o Andrew Christie, Director of IPRIA

The contact for this Submission is:

Professor Andrew Christie, Director, IPRIA
Phone: (03) 8344 6201

Email: a.christie@unimelb.edu.au

Intellectual Property Research Institute of Australia
Law School Building

University Square

University of Melbourne VIC 3010

Australia

Phone: + 61 3 8344 1127

Facsimile: + 61 3 9348 2358

Website: www.ipria.org
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Executive Summary

1. INTRODUCTION

Although plant and animal subject matter is capable of protection by standard patents,
inclusion of this subject matter in the material protectable by innovation patents would be
an expansion of the scope of intellectual property rights available — as innovators would
be able to claim exclusive rights for innovations that would not meet the higher
inventiveness threshold required for the grant of a standard patent. Thus a cautious
approach must be taken to the issue of including plant and animal subject matter within
the innovation patent regime, because such an expansion involves the creation of a wider
intellectual property right than currently exists in Australia. It is not always in the public
interest to provide exclusive rights over all types of inventions, as such rights may not be
economically beneficial in some industry sectors.

2. JUSTIFICATION FOR SECOND TIER SYSTEMS

Many countries have introduced a second kind of intellectual property right for protecting
technological innovation, in addition to the standard patent. The analysis of overseas
jurisdictions has shown that the main rationale for providing second tier patent protection
is to supplement an existing patent system by protecting innovations that would not
satisfy the threshold of inventiveness required for standard patent protection. A
secondary aim is to provide a procedure for granting protection in a short period of time,
with decreased costs. The overall objective is to encourage innovation in the fields of
technology to which second tier patent protection applies, in order to benefit society at
large.

In some countries, the area of protected subject matter of second tier patents is identical
to the patent system, while in other countries the range of protected subject matter is
more narrow. Studies have shown that the main use of utility models in Europe has been
in industrial sectors such as mechanical and electrical engineering, where there is a
permanent need for innovation, especially for minor technical innovations. Even though
most European countries have adopted some form of utility model protection, there
seems to be general unwillingness to adopt a European Community-wide utility model.
This may suggest that there is support for utility model protection when confined to
traditional technical subject matter, but resistance against a wider scheme that would
apply to all patentable subject matter.

3. INTELLECTUAL PROPERTY RIGHTS FOR PLANT AND ANIMAL SUBJECT MATTER

The patenting of plants and animals has raised a plethora of moral and ethical questions
relating to animal rights, biodiversity, recognition of traditional knowledge and the
commodification of life. In such a controversial area where so there has been so much
public resistance to patenting, the legislature should bear the burden to prove that the
benefits of the stimulation of innovation in this area outweigh the possible risks involved.
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Most member countries of the Organisation for Economic Co-operation and
Development (OECD), including the US and the European Union, allow for the patenting
of plants and animals. In the European Community “plant varieties” are excluded from
patentability under the European Patent Convention due to the existence of an alternative
(sui generis) form of protection under the UPOV Convention and national Plant Variety
Rights legislation. While the prohibition on dual protection under UPOV no longer
exists, it still provides the underlying justification for why the patenting of certain plant
subject matter is still prohibited in Europe. An additional justification for excluding
plants from patent protection is that such protection would be contrary to ethics or
morality. “Animal varieties” are treated in the same way as plant varieties in Europe,
even though there is no sui generis intellectual property regime for protecting animals. It
is hard to justify the exclusion of animal varieties from patenting, except for reasons of
ethics and morality. In practice the European Patent Office construes the exception of
“plant and animal varieties” narrowly, and shows a willingness to grant claims to plant
and animal subject matter.

In Japan and the US, plants and animals constitute eligible patentable subject matter. In
Canada, the patenting of plants and animals is currently unsettled. A clear position will
emerge once the Supreme Court delivers its decision in the Harvard Oncomouse case and
the Government responds to the Canadian Biotechnology Advisory Committee
recommendations. The TRIPs Agreement allows member states to exclude plants and
animals from patentability but provides that members must provide for the protection of
plants either by patents or by an effective sui generis system.

4. CONCLUSIONS FOR AUSTRALIA

Australia’s current position of excluding plant and animal subject matter from innovation
patents does not conform to international practice of exclusions, nor does it fit with the
rationale of second tier protection. However, it is not enough to argue that there are no
reasons to justify the exclusion of plant and animal subject matter. Where there is public
resistance to the provision of intellectual rights over particular subject matters, the burden
shifts to the legislature to prove that there are reasons to justify the inclusion of those
subject matters within the realm of protection. Plants and animals, being higher order life
forms, are examples of subject matters for which there is public resistance to patenting.

Australia must balance ethical, economic and other concerns in deciding whether it is
desirable to grant additional intellectual property rights for plant and animal subject
matter in order to stimulate further innovation and develop domestic skills in this sector.
Empirical evidence is required on whether the current patent regime is operating
effectively in this sector or whether increased intellectual property rights in the form of
innovation patents are needed to stimulate greater investment in research, development
and commercialisation of this subject matter. In the absence of evidence showing further
intellectual property rights are required, the extension of the innovation patent to plant
and animal subject matter should not occur.
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1. Introduction

This submission will analyse the rationale for second tier patent systems in overseas
jurisdictions and examine the place of exclusions in second tier systems. International
practice with respect to granting or excluding intellectual property rights for plant and
animal subject matter will be discussed generally, to determine whether first principles
would justify the exclusion of such subject matter from second tier protection. This
method of analysis is an indirect way to address the fundamental question of whether
plant and animal subject matter should be excluded from protection by the innovation
patent in Australia.

The standard “intuitive’ response to this question is that the current exclusion of plant and
animal subject matter is ‘illogical’, because that subject matter is already protected by
standard patents and innovation patents are a lesser right than a standard patents.
However, an important point to make is that although plant and animal subject matter is
already capable of protection by standard patents, inclusion of this subject matter in the
material protectable by innovation patents would be an expansion of the scope of
intellectual property rights available — as innovators would be able to claim exclusive
rights for innovations that would not meet the higher inventiveness threshold required for
the grant of a standard patent. Thus a cautious approach must be taken to the issue of
including plant and animal subject matter within the innovation patent regime, because
such an expansion involves the creation of a wider intellectual property right than
currently exists in Australia.

There also seems to be a perception that if standard patents protect a certain class of
subject matter, then it logically follows that innovation patents should protect the same
subject matter. The underlying assumption seems to be that because intellectual property
rights promote innovation, more intellectual property rights must be better. However, it
is not always in the public interest to provide exclusive rights over all types of
innovations. Indeed, it may be that in some industry sectors the granting of exclusive
rights for a lower level of inventiveness than a standard patent is not economically
beneficial or pro-competitive for that particular sector. It should be noted that this
submission does not purport to provide empirical evidence as to whether second tier
protection is or is not economically beneficially to the industry sector concerned with
plants and animals. Instead, this submission purports to provides an indirect assessment
of whether such subject matter should be excluded through a theoretical examination of
the rationale of the law. Direct empirical evidence of the situation in the plant and animal
industry sector could either justify the exclusion of plant and animal subject matter from
the innovation patent or warrant the inclusion of plant and animal subject within the
innovation patent.
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2. Justification for Second Tier Patent Systems

This section will analyse the justification for second tier patent systems in overseas
jurisdictions, in order to gain an insight into the reasons why such systems were
developed and what their current use is today. In particular, this section will focus on the
characteristics of second tier patent protection, the subject matter which is commonly
accorded protection, and the place of exclusions in such a system.

2.1 CHARACTERISTICS OF SECOND TIER PATENT PROTECTION

Second tier patent protection exists in 48 countries' around the world with differing
requirements and conditions. This type of protection is known by a variety of names in
different countries, and includes “utility”, “innovation”, “short term” and “petty”
patents.? Neither the United States,” the United Kingdom* nor the European Union offers
protection for a utility model. Many European countries, however, have national laws for
their protection.5

Second tier patent systems do not share the same international harmonisation as standard
invention patents. In most countries that offer utility model patents, the main features
that distinguish utility model patents from standard patents are the following:

o Lower cost of acquisition and maintenance

« Lower criteria of inventive step

e Quick and simple registration without substantive examination by the national
patent office

o Shorter term of protection

In general, the rationale of second tier patent protection is to protect modest
improvements in technical inventions that may not merit the cost of a patent application,
and in so doing encourage innovation in the fields of technology to which second tier
systems apply. These patents are particularly useful where the lifespan of the product is
shorter than the time it takes to obtain a patent. In order to further accelerate the grant of

! Australia, Argentina, Armenia, Austria, Belarus, Belgium, Brazil, Bulgaria, China, Colombia, Costa Rica,
Czech Republic, Denmark, Estonia, Ethiopia, Finland, France, Georgia, Germany, Greece, Guatemala,
Hungary, Ireland, Italy, Japan, Kazakhstan, Kenya, Kyrgyzstan, Malaysia, Mexico, Netherlands, OAPI,
Peru, Philippines, Poland, Portugal, Republic of Korea, Republic of Moldova, Russian Federation,
Slovakia, Spain, Tajikistan, Trinidad & Tobago, Turkey, Ukraine, Uruguay and Uzbekistan.

2 Utility model protection exists in the following countries, under the following names: France, Certificat
d’Utilite; Denmark, Brugsmodel; Belgium, Brevet de Courte Duree/Octrooi van korte duur; German,
Gebrauchsmuster; Spain, Modelo de Utilidad; Ireland, Short Term Patent; Italy, Brevetto per Modelli di
Utilita; Netherlands, Zesjarig octrooi; Austria, Gebrauchsmuster; Portugal, Modelo de Utilidada and
Finland, Nyttighetsmodellagen: G. Tritton et al, Patents in Europe, (2™ ed, 2002) 176.

3 In the US, standard patents for inventions are called "utility patents”. This should not be confused with
the utility model patents in Europe as the US has no utility model system.

4 Instead, the UK has argued for improved efficiency in the patent system.

% Germany, Spain, France, Denmark, Portugal, Greece, Austria, Finland and Belgium have utility model
protection while Luxembourg, Holland, Great Britain and Sweden have no utility model protection.
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the IP right, most countries are dispensing with substantive examination for these patents.
However, the protection conferred is less secure.®

2.2 SUBJECT MATTER OF SECOND TIER PATENT SYSTEMS

Patent law must define the classes of subject matter to which it accords protection. An
examination of international practice demonstrates that the subject matter criterion for
second tier patent systems varies between countries. The classes of subject matter in
second tier systems are often more narrow than in the first tier systems. Utility model
patents commonly accord protection to devices, tools, implements and utensils.” The
reasoning behind the restriction of protection to such articles is to protect modest
improvements to a technical invention that has been developed by an inventor who may
lack the resources to embark on full scale patenting.® The narrow definition of
protectable subject matter in some countries can be traced back to the first utility model
patent in Germany in 1891, which was introduced to protect three dimensional products,
or “models,” such as tools, implements, machinery or equipment that fulfilled a
“configurational criteria”. The rationale underlying the introduction of utility model
patents was to protect small, incremental improvements that were practical but did not
represent a step forward in the art’

Many European countries have adopted some form of registered right, which confers
exclusive protection for technical inventions. Studies have shown that the main use of
utility models in Europe has been in industrial sectors such as mechanical and electrical
engineering, where there is a permanent need for innovation, especially for minor
technical innovations.'

There is a disparity between European countries with respect to the #ype of subject matter
that is protected by utility model systems. Some countries provide second tier rights over
all patentable subject matter, 11 other countries restrict protection to shapes and
conﬁgurations12 and some countries exclude protection for processes and chemical or
pharmaceutical products.'® At present, the levels of protection offered by member states
differ widely, thereby hampering the level of competition and the movement of goods in
the internal market.

¢ Ladas & Parry: International Intellectual Property Lawyers,
<http://www.ladas.com/Patents/PatentPractice/PettyPatents/PettyP03.htmI>.

7 Ladas & Parry: International Intellectual Property Lawyers,
<http://www.ladas.com/Patents/PatentPracticc/PettyPatents/PettyPOS.html>.

8 W.R.Cornish, Intellectual Property (3" ed, 1996).

% Japan followed Germany’s lead and introduced a similar system with a narrow definition of protectable
subject matter, as did Brazil, Argentina, Mexico, Greece, Italy, Portugal and Spain. In 1990, the new
Utility Model Act changed the criteria for protectable subject matter in Germany, such that everything that
can be protected by a standard patent can also be protected by a utility model (with the exception of
processes and methods).

1° European Patent Office, Vienna Sub-office, position at 8 January 1993, and survey of firms in Denmark,
AIPPI Yearbook 1986, 1-4.

! Belgium, Denmark, France, Ireland.

12 Finland, Greece, Italy and Portugal.

1 Austria and Germany.
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2.3 EUROPEAN COMMUNITY UTILITY MODEL PROPOSAL

The European Commission is currently considering the introduction of a Community
Utility Model Convention in order to harmonise the protection for utility model
inventions in the European Community so that the rights are uniform and reciprocal.
There have been many meetings and discussions throughout Europe on the desirability of
the adoption of a community wide second tier protection system.

2.3.1 Max Planck Institute Model

In 1994, a working group of the Max Planck Institute (MPI) in Germany issued a
discussion paper entitled Proposal for a European Ultility Model.™* The proposal
identifigd the following three objectives as essential for any European-wide utility
model:

o Lower costs than standard patents
o Quicker grant of an enforceable right than a standard patent
o Lower level of inventiveness than that required by a standard patent

The MPI recommended that the same subject matter protected under the patent system
should be protected under the utility model, with the same exclusions applying (thus plant
and animal “varieties” would be excluded).'® The proposal states that a departure from
established notions in patent law regarding exclusions in a new European utility model
would result in “grave confusion among patent examiners and judges”. Thus, there was a
consensus among participants to adopt the wording of Article 52(2) of the European
Patent Convention in the MPI proposal.

2.3.2 British Chartered Institute of Patent Agents Model

The British Chartered Institute of Patent Agents (CIPA) drafted a general proposal in
response to the MPI proposal, in order to stimulate debate on the issue. One of the main
points of divergence was that CIPA took a broader view than MPI and proposed that
utility model protection be available for all subject matter, regardless of whether it would
be patentable. 17 Thus under the CIPA model, types of subject matter which are excluded
from patentability for reasons of public policy, could be protected under the utility model.
The reasoning was that a restriction on the scope of protectable subject matter of the
utility model would limit its availability and defeat one of the main aims of the model,
namely to capture inventions which are not currently patentable.

14 <Proposal of the Max-Planck Institute for a European Utility Model’ (1994) IIC 25(5) 700.

15 While the MPI proposed the creation of a unitary utility model right, it recommended that countries that
had never had a utility style model should be allowed to opt out of enforcement of such a right.

16 Art. 3 of the MPI Proposal.

17 Chartered Institute of Patent Agents, Second Tier Protection: Proposals and Discussion Paper (CIPA,
1993), discussed in Report and Proceedings of the Brocket Hall Symposium CIPA 1994,



