European Parliament: Software Directive

Software in Europe is patentable, as long as certain conditions are met, according to the European Parliament in its delayed vote on September 25th (see Chair’s Bulletin, October 2003 issue). After many months of deliberation and postponement caused by intensive lobbying, the European Parliament finally voted on amendments to the proposed Directive on the Patentability of Computer-Implemented Inventions following a report produced by its Legal Affairs Committee
. The Parliament
 amended the text of the proposed Directive
 prepared by the European Commission (the European Union’s executive body) which had been originally issued over a year ago. 

Currently the European Patent Convention, and the patent laws of the EU member states, recite that computer programs as such are not patentable
. This provision has been interpreted by the patent offices and courts in different ways: some countries have allowed patents to be granted when a new software version was run on a conventional computer, whilst others were very restrictive. The European Patent Office adopted a middle way by insisting that a computer-implemented invention was only patentable when a “technical contribution” was present
.

The European Parliament had been lobbied over the past few months both by opponents of patents for software
 and by industry associations which supported them and advocated clarity and legal certainty in the protection they afforded
. Even proponents of patents for software (or computer-implemented inventions, as the European Commission prefers to call them) have expressed concern that too many ‘trivial’ patents have been granted, i.e. patents which should never have been granted because of relevant prior art. During the course of the deliberations, representatives from the European Patent Office emphasised that they have always applied the same standard of examination to software patents as to other patents. In the event that a patent was granted in error, any third party would be free to file an opposition which would lead to revocation if relevant prior art had been missed by the Examiner.

A further concern related to so-called ‘business method’ patents which are clearly excluded from protection under the current European Patent Convention
. There were concerns that the proposed directive would in future permit the grant of such patents  in Europe. Both the Commission in its original draft proposal for the directive and later the Parliament in its amended version
 emphasised that in order to be patentable an invention must make a “technical contribution”. This provision follows recent pension benefits case law of the European Patent Office
. The Parliament also emphasised that ‘the mere implementation of an otherwise unpatentable method on a computer is not in itself sufficient to warrant a finding that a technical contribution is present’
.

The test for determining whether a technical contribution has been made is similar to the test for determining what the inventive step in an application is. A comparison is made with the prior art and, if a technical contribution is present, then the invention can be patented
. This test has been criticised – in particular by the US Government
 - as blurring the difference between two different concepts of patent law: what constitutes patentable subject matter and what constitutes an inventive step. Nonetheless, the Parliament accepted this provision. 

Opponents of the proposal have also criticised this test as being too ‘vague’ and not offering sufficient clarity. In order to overcome some of these objections, the Parliament introduced several new articles into the proposed Directive. The first one of these is based on German case law (and is sometimes known as the roter Taube [red dove] test after the German Supreme Court decision
). This states that the following test should be used to determine whether a given computer-implemented invention makes a technical contribution
: whether it [i.e. the invention] constitutes a new teaching on cause-effect relations in the use of controllable forces of nature and has an industrial application in the strict sense of the expression, in terms of both method and result. It seems, however, to the author that this exercise in drafting has not achieved its purpose in clarifying what is meant by a ‘technical contribution’.

The Parliament also made clear in an amendment to the recital of the directive that an algorithm is inherently non-technical and therefore non-patentable. A method involving the use of an algorithm might be patentable, provided that the method is used to solve a technical problem. As a result, any patent granted for the method would not create a monopoly on the use of the algorithm.  The patent protection would not extend to other contexts (uses) not foreseen in the patent
. This proposed new provision merely amplifies the current provisions in the European Patent Convention
.

A further amendment to the directive states that computer-implemented solutions to technical problems are not considered to be patentable inventions, merely because they improve efficiency in the use of resources within the data processing system
. The rationale behind this amendment is difficult to fathom since many valuable inventions improve the efficiency of data processing systems and would – at least in the past – have been seen as providing the necessary ‘technical contribution’ to allow a patent to be granted.

The proposal passed by the European Parliament went beyond that of the EU Commission in stating that the rights stemming from a patent could not be asserted against acts involving the decompilation and interoperability of computer programs. Initially the EU Commission in its version had merely stated that acts permitted under copyright laws on the decompilation to achieve the interoperability of software would be admitted
. The Parliament expressly stated that it wished to permit reverse engineering of software to achieve interoperability and that this reverse engineering should not be hampered by patent rights.

Furthermore, the Parliament introduced a new article into the directive which stated that if the sole purpose of the patented technique was to ensure the conversion between the conventions (protocols) used in different computer systems or networks so as to allow communication and exchange of data content between them, then use for that purpose would not be a patent infringement
. This provision would appear to render ineffective patent protection on interfaces between computers and in mobile telecommunications.

Many of the provisions introduced by the full session of the Parliament went against the advice given in the report prepared by its own Legal Affairs Committee. Indeed, the Member of the Parliament who produced the report, Anne McCarthy, stated that she thought that the Member States of the EU might well reject many of these provisions. The European Commission has also indicated that it may withdraw the proposal for the directive – as it is empowered to do – if some of the provisions added by the Parliament are not removed at a later stage. 

The US government has also argued that some of the provisions infringe the obligations of the Member States and the European Union under the TRIPS Agreement
.

Finally, the Parliament mandated the Commission to report on the effect of software patents on business, including e-commerce, and the patent granting practice of the European Patent Office. In an unrelated issue, the Parliament also asked the Commission to investigate whether it might be opportune to introduce a grace period for all inventions
.

The proposal now passes to the European Council (i.e. the decision making body of the Member States) for approval. In the light of some of the amendments discussed above, it is not clear whether the Member States will approve all of the amendments of the European Parliament. A debate on the proposal is scheduled for the European Council meeting in November, following which it will be passed back to the Parliament for final approval. 

Should the directive be passed, the member states of the European Union will have to implement the law into their national patent laws – a process that should take place over the following eighteen months. It is to be expected, however, that the courts and patent offices will take the directive into account even before it has been implemented into national law when interpreting the existing provisions since the directive itself states that it is not creating new law, but merely re-interpreting existing provisions
. 

In the event that the European Council and the European Parliament cannot reach a common position on the directive, then the European Commission has indicated that it may seek other ways in which to harmonise patent protection for software in Europe. This could include amending the European Patent Convention directly by means of a Diplomatic Conference which would not need the support of the European Parliament
.
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