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The “Mission of the United States of America to the European Union” in Brussels has sent a long
paper “by the US”, titled “U.S. Comments on the Draft European Parliament Amendments to the
Proposed European Union Directive on the Patentability of Computer-Implemented Inventions”
to numerous members of the European Parliament. “The US” warns that Europe might fall
afoul of the TRIPs treaty if it passes the proposed directive as amended by the Parliament. In
particular, “the US” believes that conversion between patented file formats should generally not
be allowed without a license, and therefore demands deletion of Art 6a. Moreover “the US” cites
the same BSA studies and the same reasoning as found in the European Commission’s directive
proposal, and warns that any failure to wholeheartedly endorse patentablity of software in the
directive might “adversely impact certain sectors of the economy”, because “copyright does not
protect the functionality of the software, which is of significant value to the owner”, and that lack
of clarity in the concept of “technical contribution” would lead to a continued need for negotiations
with the US in WIPO and other fora. This warning comes shortly after a similar letter to MEPs
from the UK Government. It is part of a US Government “Action Plan” to “promote international
harmonisation of substantive patent law” in order to “strengthen the rights of American intellectual
property holders by making it easier to obtain international protection for their inventions”. This
plan has been promoted aggressively by top officials of the US Patent Office in international fora
such as WIPO, WSIS and OECD as well as through bilateral negotiations.
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1 Cover Sheet

The cover letter, signed by Hylko Oosterloﬂ is written “by the US” and answered by the “IPR
Officer” in the “Economic Section” of the “U.S. Mission to the European Union”, 27 Bd du Regent,
B-1000 Brussels, reachable by phone 0032-2-580-2788 and Fax 0032-2-502-8117. It says

Please find attached a document containing the comments by the U.S. on the draft
European Parliament amendments regarding the proposed Furopean Union Directive
on the patentability of computer-implemented inventions.

We would welcome any comments you may have. Comments should be addressed to:

Mr. Kim Gagne, IPR Officer at the U.S. Mission to the EU, Economic Affairs Section,
e hyphen mail colon GagneCR at state gov, fax: +32/2/514.33.15.

Mr. Oosterloo has the phone number +32-2-508-2788, fax +32-2-502-8117, e hyphen mail colon
OosterlooHJ at state gov

It seems clear to us that Mr. Oosterloo and Mr. Gagne are transmitting papers which are
not their own but written by top officials of the US Patent Office. The US Patent Office has an
official action plarﬂ to promote unlimited patentability “in the interests of American intellectual
property owners” world wide. The details of this action plan “remain confidential”, but have
become well known by many case examples over the years, of which this is one. As an agency of
the Department of Commerce, the USPTO is able to use the apparatus of the US Government,
including the State Department and the trade representatives, for promoting its agenda.

Yhttp://www.chandosdesigns.com/Ecom /Boardbios/oosterloo.html
2http://www.uspto.gov/web/offices/com/strat21/action/gd1i01.htm



2 The “Comments by the U.S.”

U.S. COMMENTS ON THE DRAFT EUROPEAN PARLIAMENT AMENDMENTS
REGARDING THE PROPOSED EUROPEAN UNION DIRECTIVE ON THE
PATENTABILITY OF COMPUTER-IMPLEMENTED INVENTIONS

The document first sets the stage by defining two shorthands

Directive: CEC Draft Directive “on Patentability of Computer-Implemented Inventions”ﬂ

Resolution: JURI Draft Legislative Resolution’]
. and then begins the story:

On August 21, 2003, United States officials met with Mr. Wim van Velzen, a member
of the European Parliament, to discuss various matters of mutual interest, including
the Directive and the amendments proposed by the European Parliament in the Reso-
lution. During the course of the discussions, specific provisions of the Directive and
specific amendments in the Resoluliton were addressed, and it was agreeed that the
United States would submit comments on these provisions for consideration by the Fu-
ropean Parliament. We are pleased to now present those comments, which focus on the
following three Articles: Article 4 and the definition of “technical contribution”, Article
6 and the proposed “reverse engineering” exception to infringment, and Article 6(a)
and the proposed “interoperability” exception to infringement. Of these, Article 6(a) is
of the greatest concern to the United States because of its apparent inconsistency with
international obligations and its potential for weakening patent protection in FEurope.

The “international obligations” are indeed at best “apparent”, not real, as shown below.

Whatever its intent, Article 4 is problematic for a number of reasons. First, it blurs
the distinction between what constitutes patentable subject matter and what constitutes
an inventive step. ... It is our understanding that the “technicality” inquiry is already
a part of the patentable subject matter test in Europe by virtue of the requirement of
“invention” in the European Patent Convention Article 52. By including a “technical-
ity” inquiry in the inventive step test as well, Article 4 inappropriately combines two
requirements that are intended to serve two different purposes within the patent law.

This is correct. It has been pointed out by our analysesﬂ as well. Unfortunately the blurring
of subject matter with non-obviousness is found not only in Art 4 but throughout the directive
draft.

The second concern, which is related to the blurring of the patentable subject matter
and inventive step requirements, is that the invention may not be considered as a whole
when determining issues of patentability.

Lhttp://swpat.flii.org/papers/eubsa-swpat0202/index.en.html
2http://swpat.ffii.org/news/03/juri0617 /index.en.html
3http://swpat.flii.org/papers/eubsa-swpat0202/juri0304/index.en.html



“The U.S.” then procedes to cite a U.S. court decision and explain that the technicity require-
ment, if applied to the invention itself and not to the scope of forbidden objects as a whole,
would in ultimate consequence lead to the abolition of the patent system. Therefore, for logical
reasons, anything that runs on a computer must be considered a patentable invention and only
the current U.S. criteria (novelty, non-obviousness) should be applied. This is indeed also what
the CEC/JURI directive says, but its commitment to unlimited patentability is, from the point
of view of the U.S. government, not clear and consistent enough.

More generally, we have concerns that the “technical contribution” requirement will ad-
versely impact certain sectors of the economy, such as the software industry. According
to a recent study by the Busines Software Alliance, Western Furope’s packages software
industry s expected to grow 14% to 109 billion euros by 2005. Because many software
companies expend significant resources in research and development, they understand-
ably desire to mazimize protection for their developments, recoup investment costs and
to prevent others in the market from getting a “free ride”. While copyright protection
is available, it essentially protects the lines of code in the software program against
copying, not the underlying process of operation. Thus, copyright does not protect the
functonality of the software, which is of significant value to the owner. Patents, how-
ever, do protect functionality and would thus allow companies to obtain the necessary
protection.

“The US” is propagating conventional wisdom such as “the more patents the more property, the
more property the more innovation”, which is in sharp contrast to consensus of all serious scholars
of software economicﬂ as expressed in numerous studies conducted in the USA and in reports by
the US Academy of Sciencesﬂ Moreover, “the US” has been ignoring the voice of its own software
industry, which is, as shown by last year’s FTC hearingsﬂ characterised by “continued animosity
against software patents” and whose major players, including such companies as Adobe, Oracle
and Autodesk, all opposed software patentability at the USPTO hearing of 1994. The same
USPTO which is ghostwriting this paper in the name of “the US” today proceded to legalise
program claims shortly after the 1994 hearing, thereby completely ignoring the voice of the US
software industry.

Despite the foregoing comments, we understand that the language of Article 4 is in-
tended to codify current practice at the European Patent Office (EPO). We believe
however, that further discussions between the United States, the member states of the
EU and the EPO are essential in order to continue progress in such fora as the Trilat-
eral Patent Offices and the World Intellectual Property Organisation twoard increased
cooperation and a harmonized international patent system. We suggest that, if this pro-
vision is maintained in the Directive, the need for continued discussion of these matters
be recognized. Therefore, the monitoring and reporting required by Articles 7 and 8 of
the Directive should additionally provide or monitoring and reporting of whether the
technical contribution standard, both generally and as particularly defined with regard
to inventive step, represents the best standard for innovation policy with respect to
computer-implemented inventions particularly and other inventions generally.

In other words: “the US” appreciates that

1. Article 4 only codifies EPO practise, which is equivalent to the Trialateral Standard of US,
EU and Japanese Patent Offices, and that

2. the pseudo-restrictive rhetoric about “technical contribution” was inserted by JURI only in
an attempt to defuse political pressure.

4http://swpat.fli.org/archive/mirror/impact/index.en.html
Shttp://swpat.ffii.org/papers/digidilem00/index.en.html
Shttp://swpat.flii.org/papers/ftc02/index.en.html



However, in order to ensure that these disturbing wordings truly remain without any effect, it
would be desirable to add a monitoring provision which casts doubt on their interpretation and
puts reliable comrades from the patent offices, the European Council’s patent working group,
WIPO and other bastions of the patent lobby in charge, so that they can then take legislative
decisions in calmer places, far away from the pressures of public opinion to which a Parliament is
exposed.

Article 6

“The US” argues that the reverse engineering privilege, although factually harmless, is a lim-
itation on patent owners’ rights, and that analogy to copyright is not a valid reason for such
limitations, because the situation in the copyright context entirely different. We skip the discus-
sion, because Art 6 is, as “the US” correctly points out, without any real impact, and because
“the US”’s pattern of argumentation is the same as for Art 6a.

Article 6a

Proposed new Article 6(a) of the Resolution excepts from patent infringement the use
of a patented technique “wherever the use of [that] patented technique is needed for
the sole purpose of ensuring the conversion of the conventions used in two different
computer systems or network [sic] so as to allow communication and exchange of data
content between them/[.]” The justification for this provision is that it ensures open
networks and avoids abuse of dominant positions, consistent with the case law of the
European Court of Justice.

This provision is much more problematic than Article 6 for several reasons. The scope
of permissible activity is significantly broader than the specific acts permitted under the
Software Copyright Directive referred to in Article 6. It would permit infringement of
patented inventions with significant commercial value based solely on some undefined
“need” to “exchange data”. Virtually all computers exchange or are capable of exchang-
ing data with other computers, and many require some “conversion of conventions” for
communication. Thus, many data exchange methods would appear to fall under this
exception. The justification given for Article 6(a)in the Resolution indicates that it
is intended as a remedy for anticompetitive activity. Article 6(a), however, permits
infringement even in the absence of the determination of anti-competitive activity.

“The US” is playing with a double meaning of the word “anti-competitive”: anti-competitive
effects as a daily reality, as observed by economists, and anti-competitive behavior as an offence
of competition rules which already exist and function as a part of a particular legal system. Like
other patent experts, “the US” firmly believes that patentee’s rights should never be limited
by competition considerations in any systematic way, especially not by new competition rules.
Only case-by-case limitations based on tedious anti-trust procedings, using old and inoperational
competition rules, should be allowed as a remote theoretical possibility, which may lead to a
compulsory license once every few decades.

Software companies of all sizes regularly strive to control data exchange standards in order to
deny competitors access to the market. Such behavior is always anti-competitive. It is however
difficult if not entirely pointless to “determine” this by means of a procedure of competition law
(anti-trust law) on a case-by-case basis. The US DOJ v. Microsoft case shows how insecure and
inefficient competition law is in this area.

Therefore competition considerations need to be built into a patent directive which deals with
software-related problems.

Overall, the scope of Article 6(a) is so broad that it would significantly undermine the
rights of affected patent owners. In addition, Article 6(a) may result in the grant of
compulsory licenses without the safequards required by TRIPs Article 31



Article 6(a) never results in the grant of compulsory licenses. It simply says that conversion
between data formats is not an infringment. No special procedure for obtaining a license is
required. Therefore TRIPs 31 does not even apply.

To avoid diminution of patent rights through liberization of compulsory licenses, at a
manimum, TRIPs Article 31 sets forth serveral safequards that WTO member states
must comply with to ensure that the patent owner’s rights are respected. Article 6(a)
provides no such safequards. It simply permits infringement whenever an unauthorized
entity feels a “need” to “exchange data” between computers.

As said, TRIPs 31 does not apply here. And, since data conversion is not an infringement,
there is no “unauthorised entity”. Morover, the freedom of data conversion does not only apply
when some “entity” “feels a need” but for any data conversion, no matter whether needed or not.
“The US” has been misreading the article. It does not talk about a perceived “need for data
conversion” but an (objectively existing) “need for using a patented technique”. “The US” is
engaging in empty rhetoric.

The United States does, however, appreciate the concerns underlying this proposal, in-
cluding the abuse of dominant market positions. On this point, the United States would
like to point out that patents laws are also subject to antitrust laws and to the extent
there is any abuse in market power, the appropriate remedy is through the application
of relevant antitrust laws.

Antitrust laws in the US have not prevented the abuse of patent-based market power so far.
As was found at the FTC hearings, there is a regular pattern of anti-competitive patent practise
especially in the area of software. Many standards have died or become off-limits for free software

due to patents, and anti-trust laws were of no help.
One of the main motivations of the FTC/DOJ exercise was that antitrust is itself too blunt and
unwieldy a tool- which is why the hearings looked more broadly at the patent system.

When it happens that a patented product is so successful that it creates its own eco-
nomic market or devours a major portion of an already existing market, there may
be anticompetitive undertones. Like everyone else, the patentee is subject to these an-
titrust laws and when the patent owner improperly harms competition, that owner may
become liable for antitrust violations.

Currently in the US, in absence of a clear rule such as Art 6a would provide, it would seem very
difficult for any patent owner to become liable for anti-competitive practises. No such cases seem
to have become known so far.

Thus, it is important to keep in mind that whle the patentee has the right to exclude
others, the patentee may not use the patent to extend market power in the market place

improperly.
What provides better legal security, Art 6a or a word like “improperly”?

For these reasons, it is recommended that the broad exceptionto infringment in Art
6(a) be deleted.

Thus ends the position statement of “the US”.

The firm conviction of “the US” that patent enforcement should never be limited by competition
considerations in any systematic way is shared by the European Commission’s patent lawyers.
Recital 8 of the CEC/BSA Directive Proposal says:

Patent protection allows innovators to benefit from their creativity. Whereas patent
rights protect innovation in the interests of society as a whole; they should not be used
in a manner which is anti-competitive.



Here too “patent rights” are a priori beneficial, and any contrary evidence confined to “improper
use”, which is to be adressed either by moral exhortations (“should not be used ...”) or by
competition law — certainly not by any new rule to be created within this directive.

This is not the only part of the directive and its explanatory memorandum where it becomes
apparent that the European Commission’s industrial property unit, the BSA and the patent
establishments of UK and US belong to a common transatlantic network of patent legislators.



3 Annotated Links

e usrep0309.G9H.pdf

The original fax document with recipient data blackened.

Note: Please to not link to this PDF file. Its may be moved to another
name/location soon. Links should go to the commenting web page ounly, or to
a copy of the PDF file which you are free to place on your site.

¢ UK Gov’t Promoting Patent Extremism in the European Parliamentﬂ

The UK Government’s Foreign Office is circulating a “briefing to UK MEPs”,
in which it instructs british members of the European Parliament to back Arlene
McCarthy’s position and vote (1) against any attempt to define what is technical or
otherwise limit what is patentable (2) against Article 6a which allows converters
to be written when standards are patented (3) for JURI Art 5 which forbids
publication of descriptions of patented inventions on the Net. The intervention of
the government comes at a moment where McCarthy has shown nervous reactions
in view of dwindling support in her party group. The government statement can be
attributed to the UK Patent Office and its policy working group, consisting mainly
of patent lawyers from large corporations. This group has been determining the
software patent policy of the UK and largely also of the EU during recent years.

e Interoperability and the Software Patents Directive: What Degree of Exemption
is Needed?

Art 6 of the proposed software patent directive pretends to impose a limit on
patent enforcement to safeguard interoperability. Art 6a, which was inserted by
the European Parliament and approved by all three concerned committees, actu-
ally does impose a gentle but real limit. It says that filters for conversion from
one format to another may always be used, regardless of patents. Unfortunately
even this limit has provoked a furious backlash from corporate patent lawyers, sec-
onded by large IT associations and governments (whose patent policy is usually
formulated by corporate patent lawyers). These patent lawyers are spreading fear
propaganda about the implications of Art 6a and pressing hard to have it removed.
After the summer pause of 2003, Arlene McCarthy proposed an amendment to Art
6a which would render Art 6a meaningless. We explain the meaning of Art 6a and
the different amendments under discussion.

Thttp://swpat.flii.org/papers/eubsa-swpat0202/ukrep0309/index.en.html
2http://swpat.flii.org/papers/eubsa-swpat0202/itop/index.en.html
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e FTC 2002: Hearings on Anti-Competitive Effects of Patentsﬂ

In the USA, recent trends toward extensive patentability and rigid IP enforcement
laws have given rise to complaints about chilling effects on innovationn and compe-
tition. In particular, concerns were raised about standardisation being disrupted
by patents. Some people proposed to mandate by law that that standards be freely
available and that any relevant submarine patents be disclosed early. In spring
of 2002 the Federal Trade Commission conducted an expert hearing on this sub-
ject. Representatives of standardisation bodies explained that the proposed legal
requirements could backfire, because they would deter companies from participat-
ing in standardisation. Some economists and programmers asked for restrictions
on what can be patented or how patents can be used. Representatives of the
USPTO and patent lawyers argued that everything was just fine and competition
law should not interfere with patent rights. FTC has published many testimonies
and reports as PDF files on its website. We are presenting an overview of these
texts and what can be learnt for them for the patentability discussion.

e USPTO Action Plan 2003: Pursuit of Substantive Patent Law Harmonisation/]

Action: Promote harmonization in the framework of the World Intellectual Prop-
erty Organization and its Standing Committee on the Law of Patents; resolve ma-
jor issues in a broader context and pursue substantive harmonization goals that
will strengthen the rights of American intellectual property holders by making it
easier to obtain international protection for their invention and creations. Details:
The details of this action paper are by their nature sensitive and confidential, and
therefore not appropriate for publication.

e Jamie Love: Microsoft, US Gov’t kill WIPO Opensource Meeting]|

At WIPO the US government, represented by its patent office, is obstructing all
discussions about the efficiency of the patent system in promoting innovation. In
2003/08 the US representative asked that a WIPO movement on implications of
opensource software for the IPR system should be cancelled, because “it is WIPO’s
job to uphold and extend property rights, not to restrict or waive them”. See also
the ensuing discussion.

e OECD Paris 2003/08/28-29: Conference on IPR, Innovation and Economic Per-
formance]

At OECD in Paris 2003/08/28, the US government, representat by patent officials,
asked the scientists and politicians assembled at the conference to refrain from
discussing “so-called problems of the patent system”. The US representative said:
patents are basically good, the system has worked for 200 years, and any attempt to
discuss its so-called problems will only be taken as a pretext by some third-world-
ideologues to stir up artificial problems. In contrast, the EPO representatives at
the conference seemed very intelligent and enlightened, although (or because) they
were not speaking in the name of any government.

3http://swpat.ffii.org/papers/ftc02/index.en.html
4http://www.uspto.gov/web/offices/com /strat21/action/gd1i01.htm
Shttp://www.aful.org/wws/arc/patents/2003-08 /msg00066.html
Shttp://swpat.flii.org/events/2003/oecd08/index.en.html
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e Board Member: Hylko Oosterlod|

Biography of the signator of the letter to the MEPs. Oosterloo is the “economic
specialist”, in charge of “European Parliamentary Afairs”. However he may be a
transmitter only, whereas the letter is written “by the US” and answered by Mr.
Kim Gagne.)

e Chicago Tribune 2003/02/07: This headline is patentedﬂ

Journalist David Streitfeld reports about abusive extensions of the patent system
in the US and quotes USPTO president as saying that the USPTO is an “agency
in crisis”.

Two former heads of the patent office have described the agency as sitting

“on the edge of an abyss.”

James E. Rogan, the former Republican congressman from Glendale who

became director of the patent office in December 2001, agrees with all but

the most strident critics.

“This is an agency in crisis, and it’s going to get worse if we don’t change

our dynamic,” Rogan said. “It doesn’t do me any good to pretend there’s

not a problem when there is.”

Beyond the plight of an antiquated government bureaucracy overseeing a

field that is undergoing explosive growth, there are deeper questions about

the fundame ntal role of patents. ...

There’s a point where patents impede innovation. It can cost more to check

whether a software program infringes on previously patented programs than

it cost to write the program in the first place.

"http://www.chandosdesigns.com/Ecom/Boardbios/oosterloo.html
8http://www.chicagotribune.com/technology /local /chi-0302,0,7319176.story
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e Software Patents in the USAP

Corporate patent lawyers and lawyers in general wield great influence in the United
States. One Japanese book is titled “Litigating a Country to Death — The United
States of America”. Like in Britain, the patent system ran out of control rather
early in the US. In the 80s, this was partially reinterpreted as an american national
“pro-patent” policy by which Japan and east-asian tiger states could be kept at
bay. The US has been and is allowing patent lawyers to determine its policy
in multilateral rounds such as WIPO as well as in bilateral negotiations. These
patent lawyers have, without much regard for US national interest, been using
the muscle of the US government in order to press other countries into allowing
patentability of everything under the sun according to US standards. At WIPO,
the US is pushing for a Substantive Patent Law Treaty (SPLT) which rules out any
limitation on subject matter and threatening to walk out if this is not achieved.
Be it WIPO, WSIS or OECD, wherever unlimited patentability is not the target,
the US delegation boycotts the work and instead relies on bilateral muscle-flexing.
Jordan signed a bilateral agreement with the US in this sense in 2000. Japan was
heavily lobbied and followed in every detail, even to extent of passing a law that
obliges Japan to push for software and business method patents worldwide. US
pressure has made itself felt in Europe, so that many, including French president
Chirac, have spoken about a strategic need to resist the US pressure. Whether this
US pressure is really based on US national interest may be doubted. But without
doubt the USA is in the position of the early adopter of software patentability.
While others were still not taking the (illegal) expansionism of their local patent
offices seriously, software patents became — very much against the will of most
US software businesses — firmly entrenched in the USA, leaving US companies no
choice but to adapt. About 2/3 of the European (illegal) software patents are in
US hands, and many at the US companies (and at some large european companies
who are active in the US market) would like to be able to leverage their assets in
Europe also.

Yhttp://swpat.flii.org/players/us/index.en.html
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