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Abstract

Over 6000 patents were issued last year in the US for
software related inventions. Patent protection is available
for software developments in Australia, US and Europe in
addition to copyright protection. However, little use of the
system has been madein Australia.

We review the different types of intellectual property sys-
tems, and the use of the patent systemin Australiainrelation
to protection of software-related inventions. Our pandlists
will discuss the meaning of the patent system, rights ob-
tained, applicability to software, myths, and the process of
applying for a patent in Australia.

1. Patents and other Intellectual Property sys
tems

Different types of intellectual property systems have de-
veloped throughout the years to protect the product of hu-
man’s intellect and to promote the innovation of ideas. The
most common systemsfor protecting computer softwareare:
copyright, patents, and trade marks. We briefly describe
each one.

Copyright protects the expression of an idea in atangi-
ble (material) form. The recent Copyright Treaty by the
World Intellectual Property Organization [13] confirms that
computer software is to be protected by copyright as a lit-
erary work throughout the world. Literary works, such as
books and poems, have traditionally been expressed in a
written form which is readable to humans. Computer soft-
waresourcecodeisclearly an expression of ideasin awritten
form. And by extension, object codeis an expression of the
same ideas in machine language, henceit isalso considered
aliterary work and therefore attracts copyright protection.

Patents protect the underlying ideas of a product which
has commercial valueinindustry. Computer softwareincor-
porates ideas in the form of algorithms and data structures.

These ideas can be protected by patents if proven to be
innovative enough and of commercia vaue.

Trade marks protect the name that uniquely distinguishes
acompany or product from therest. Trade marks are avail-
ablein regardsto computer software in software names and
software company names.

2. Mythsor not

Severa mythshavebeen createdinrelationto patentspro-
tecting software-rel ated inventions. Peoplewho opposethis
system, e.g. the League for Programming Freedom [8], are
normally against particular decisionstakenin theearly days
of software patenting (when the Patent Office had litte ex-
periencein reviewing software-related inventions), thelarge
period of protection granted for software that may not live
that long, theincreased cost in devel opment of new software
that licenses someone el se's patent, the apparent monopoly
that some devel opers get with some patents, and thefear that
innovation in softwarewill be harmed by patents. However,
several computer scientists and lawyers argue in a different
way, eg. [5, 9, 3]. Our pandlistswill discuss some of these
issues.

3. Pandlists

Our three pandlists are leading experts in the area of
software patentsin Austraia.

John Swinson isa Senior Associate at the Brisbane law
firm of Mallesons Stephen Jagues where he speciaises in
intellectua property and technology law. John graduated
with a major in Computer Science from the University of
Queendand in 1986, and an LLB with First Class Honours
in 1988. He was awarded a University Medal in 1988. As
a Fulbright scholar, John obtained an LLM from Harvard
Law School. He practised as an attorney at Kenyon &
Kenyon in New York for six years, specialising in software
and computer law. He has represented both large and small
US software companies and universities.



David Webber is the partner responsible for the com-
puter science patent practice of Davies Collison Cave. He
is an experienced patent attorney who holds a Bachelor of
Electrical and Electronic Engineering Degree with Honours
fromtheUniversity of Adelaide. Hemagjoredin VLS| semi-
conductor chip design, and Computer Science. He is a
Registered Patent Attorney and specialisesin patent, design
and copyright advicefor el ectrical, el ectronic, computer and
telecommunicationsproducts. He hasgiven lecturesin com-
puter software protection and integrated circuit legislation
for Mastersof Laws, Technology Law and Intellectua Prop-
erty Diploma courses at the University of Melbourne. He
has also given lecturesin patent law and computer software
protection for the Bachelor of Laws course at Monash Uni-
versity, Melbourne. Heisregularly invitedto speak onissues
related to computer software protection and contributesto a
number of intellectual property journals.

David Herald is a Deputy Commissioner of Patents at
the Austraian Intellectual Property Organisation (AIPO),
with qualifications in Physics. His responsibilitiesinclude
the setting of patent examination practice, and the conduct
of dispute resolution processes before the Commissioner.
David is well acquainted with the legal issues surrounding
the patentability of softwarein Australia.

4. Chair

Anne Fitzgerald is a solicitor.  She received an
LLB(Hons) from the University of Tasmania, an LLM from
London University, and LLM from Columbia University,
and isaJSD candidate at ColumbiaUniversity. From 1991
to 1995 she was a lecturer at the University of Tasmania
Law School, where she taught Intellectua Property Law. In
1995, she was appointed by the then Justice Minister to the
Expert Advisory Group assisting the Copyright Law Review
Committee in its review of Australia's copyright laws. In
1996, she was appointed by the Minister for Science and
Technology to the Advisory Council on Industrial Property.
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For many years, up to thelate 1980s, the Australian Patent
Office (APO)? routinely rejected patent applicationsinvol v-
ing computer software; for example N V Phillips Gloeilam-
penfabrieken’s Applicationin 1966 [11].

Since Australian practice was diverging from the more
liberal practices which were emerging in other countries,
particularly in the USA, in March 1986 the APO pub-
lished a new set of guidelines: Guidelinesfor Considering
the Patentability of Computer Program Related Inventions.
These guidelines incorporated the test developed by the
US courts, known as the two-part Freeman-Walter-Abele
test [9], the application of which subsequently led to the
APO granting a number of software-related patents[10].

The question of whether computer software-related in-
ventions constitute a“ manner of manufacture’, as required
by the Patents Act 1990 [7] and are therefore patentable
subject matter, first came before an Australian court in 1992
in IBM v Commissioner of Patents (the IBM case) [6], a
decision of Mr Justice Burchett of the Federal Court. The
case involved a patent application for an improved method
of visually representing curve images in computer graphics
displays. The application had been rejected by the APO on
the ground that it did not disclose a “manner of manufac-
ture’. However, Mr Justice Burchett held that a method of
producing an improved curve image by acomputer utilizing
a mathematical formula, which also meets the criteria of
novelty and non-obviousness, is a patentableinvention [12].

Followingthedecisionin IBM, in August 1992, the APO
issued new guiddlines for determining the patentability of
software-related inventions. The new test simply poses the
question: “Does the invention claimed involve the produc-
tion of some commercialy useful effect?” Examiners are
directed not to object to applications on the basi s of the ear-
lier US authorities which were adopted in the 1986 APO
guiddlines.

Illustrationsof thetest are provided in theguidelines|[2]:

¢ A method-type claim must define a method which, ei-

ther directly or by clear implication, embodiesthecom-
mercially useful effect.

INow the Australian Industrial Property Organisation (AIPO). For de-
tails see the AIPO web site at http://www.aipo.gov.au.

e A clam to a mathematical agorithm per se is not
patentabl e, because it does not produce acommercially
useful effect. A commercially useful effect can only
arisewhen themathematical algorithmisimplemented
in some manner to produce a result.

e A claim to a mathematical algorithm when used in a
computer ispatentableso long asacommercidly useful
effect is produced.

Theguidelinesprovidethefollowingillustrations of com-
mercialy useful effects:

e an improved image, where theimage is commercially
useful; and

o an agorithm that resultsin more efficient operation of
acomputer.

Theapproach takeninthelBM Case and the 1992 Guide-
lines has since been confirmed by the decision of the Full
Federa Court in CCOM Pty Ltd and anor v Jigjing Pty
Ltd and ors[4]. In CCOM, the court held that a computer
programmed to enable the retrieval and display of Chinese
language characters for assembly in text to be used in word
processing was a manner of manufacture and therefore a
patentable invention.

The decisionsin the IBM and CCOM cases and the new
APO guidelines, by ssimply requiring that a claimed inven-
tion must produce a commercialy useful result, appear to
have opened a generous scope for the patenting of software
inventions in Australia. Although these developments do
not yet appear to have had a major impact on the number of
software patents being granted in Australia— in contrast to
the US position where corresponding court decisions have
stimul ated an exponential growth in software patents [1] —
the question is whether the patent system will, or should,
be more extensively used in relation to software in coming
years.
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Patents for software developments are now well estab-
lished and have been granted in selected jurisdictions for
a number of years. In February 1996, the US Patent Of-
fice issued new guidelines to extend the type of software
patents which can be obtained, a development which was
forced upon it largely by the US Court of Appeals for the
Federa Circuit. Previoudy patent claims to software pro-
cesses could be obtained, but the guidelines now stipulate
that claims directed to a computer program or a data struc-
ture stored on a computer readable medium are allowable.
Accordingly, a US patent can be obtained to directly cover
a computer program stored on disc or CD-rom, without re-
quiring the program to be used or stored in some specific
apparatus to infringethe patent. Australia has had a libera
practice in patenting of software devel opments since a Fed-
eral Court decisionin 1991. The test which the Australian
Patent Office usesto determineif adevelopment constitutes
patentable subject matter is ssimply to ask whether the de-
velopment “involves the production of some commercially
useful effect”. The test has resulted in Australian applica
tions largely being examined on their merits, i.e. whether
theinvention claimed issufficiently novel and inventive, and
time and money is not wasted on arguments as to whether
the subject matter claimed is capable of being protected
by a patent. New Zealand has aso adopted the Australian
practice. The Japanese Patent Office has issued examina-
tion guidelines to follow the US practice. The European
Patent Office has indicated it may eventually have to adopt
asimilar practice but is hampered by a specific exclusionin
the European Patent Convention regarding the patenting of
computer programs.

Patents for software developments have now expanded
to an extent that they are regularly obtained for all man-
ner of software inventions, including telecommunications
protocols, encryption a gorithms and even features of video
games. Although computer programs have been in existence
since the 1950s, software patents have only been available
in the U.S. since 1981 and have only come to the fore in
a number of jurisdictionsin the last four years. This has
come as somewhat of a surpriseto sections of theIT indus-
try which have never had to deal with the issue of software
patents. The 30 year lag also meansthat Patent Offices have
not amassed a collection of patent literature which would

normally trace the development of a technology. This gap
in the material has resulted in the granting of patent claims
which are not truly novel and inventive and which under-
standably has drawn criticism from the industry. The U.S.
Patent Office in particular is working to address the qual-
ity of its examination procedures and the new guidelines
give explicit instructionsin thisregard. The efforts of the
Software Patent I nstituteof Michigan to compileacomplete
database of known art should also assist. A good example
of what can occur if the examination process is not thor-
ough is the saga which erupted following the granting of
U.S. Patent No. 5,241,671, otherwise known as Compton’s
multimedia patent. The patent was ultimately reexamined
a the insistence of the U.S. Commissioner. Before issu-
ing the new guidelines the U.S. Commissioner of Patents
conducted Hearings which were open to all partiesto voice
their opinionson the granting of software patents. The view
which people tend to take on the issue is either based on
ideology or the manner in which they develop programs.
Some devel opers want to be able to take any part they wish
of the work of others, but do not wish others to take any
part of their work. Of course what appliesto one must also
apply to the other. Some people have argued that patents
should be abolished in general but thistendsto ignore com-
mercid redlities and the fact that entire industries, such as
the pharmaceutical sindustry, are built on and to some extent
defined by patents. Others specifically argue that software
patents should be abolished, but thisrelies on an argument
that software is inherently different to any other technol-
ogy, for example electronic circuits, and therefore merits a
specia exclusion. The fact that software patents were not
available for 30 to 40 years is largely an historic anomaly,
due to the attitudes of hardware manufacturers, the intran-
sigence of Patent Offices, and the commercial importance
of software during that time. The only argument which can
be clearly supported is that granting of broad and invalid
software patent claims should be abolished.

Many have taken advantage of the availability of soft-
ware patents and are using them to maintain their position
in the market or to obtain royaltiesin order to recoup their
development costs. Their use is not restricted to large cor-
porations, such as Microsoft and Novell. A good example
of how a software patent can be used to level the playing
field and protect a devel opment was the successful litigation
Stac Electronics brought against Microsoft when Microsoft
included a data compression routinein MS-DOS Version 6
which infringed two of Stac’'s patents. Stac was awarded
$120 million in damages and the two parties ultimately en-
tered into acommercial relationship.



