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by Stephen McClelland

Software: Europe's persistent
patent policy problem
US Patent 4,558,302, commonly known as the
"GIF patent" is a patent describing the application of
Lempel-Ziv-Welch (LZW) compression to a string of
symbols; this technique was eventually adopted as part
of the 1987 CIF graphics standard. In August 1999,
the owners of the '302 patent, Unisys, announced
that anyone using CIFs on a web site would have to
license the GIF patent for a one-time fee of USD 5000
- USD 7000.
One result of the public outcry over Unisys' patent
licensing announcement was the creation of web sites
purporting to demonstrate why software patents
should not be allowed. These sites included a short
tutorial on mentally performing the LZW method on
a 1-pixel GIF. After completing the tutorial, the site
visitor was informed that his or her brain infringed the
GIF patent. To continue thinking, the visitor should be
prepared to pay the proper license fee1 .

affect the biggest names and business models in
the media and telecom sector2 . Policymakers, too,
are well aware that a change now or in the future
in IP practice has the power potentially to reshape
the entire industry.

Is IP really needed?
Over the several decades in which this particular issue has been brewing, few experts have ever
really disputed that software and computer-aided
inventions based on software should enjoy some
form of IP protection. The question is: what form?
International legislation has generally placed software firmly within the ambit of copyright protection, akin to literary and artistic works.
Copyright - in theory - protects authors at the
program level against code copying, long thought
to be the most serious issue at stake. By contrast,
major patent legislation 3 explicitly rules out the
patentability of computer software, but it does so
on what is referred to as an as such basis, where
software by itself, or in some sort of isolation, is
denied patentability (see footnote 3). More generally, it is not possible to patent aesthetic creations,
discoveries or scientific methods, or mental acts.
Copyright has been a useful tool. It has particular advantages: it does not require (generally)

As this episode makes clear, computer software
and intellectual property are uneasy bedfellows.
Now, long-standing questions about the suitability of IP - and in particular, the patent system
- for the software community once again threaten
serious industry-wide and international trade
complications.
Software is an intellectual property policy
problem because current IP methodology has
difficulty not merely in satisfactorily describing it 2 See for example speculation in Duffy, John F The Death
ofGoogle's Patents? on the Patently-O blog at http://www.
and protecting it, but - as the above extract shows
patentlyo.com/patent/law/googlepatentsl01.pdfdownloaded 18th
- what should lay outside of its scope. At issue is
June 2009
whether patents should be involved at all and the 3 The European Patent Convention Article 52(2) states: "The
following shall not be regarded as patentable inventions...
debate has not only caused a major legal row in
(a) discoveries, scientific theories or mathematical methods
Europe, but across the Atlantic there are now signs (b)
aesthetic creations
of a rethink by legislators of the peculiar world of (c) schemes, rules or methods for performing mental acts, playing
games or doing business, and programs for computers
patents, software and the closely related field (in
many cases) of business methods. Legal and policy (d) presentations of information"
Article 53(3) states: "The provisions of paragraph 2 shall exclude
changes, say some commentators, threaten to
patentability of the subject matter or the activities referred to
1 Van Lindberg Intellectual Property and Open Source O'Reilly
2008, quotation from page 53
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registration, nor is it costly to apply. Unlike the
patent term of 20 years, some jurisdictions allow
very long terms, in some cases up to 70 years after
the death of the author.
But copyright protection is inherently problematic because it restricts acts such as the copying of
an expression of an aesthetic creation. The same
expression when developed entirely independently - without copying - will not infringe copyright. Neither does copyright essentially cover
the functional aspect of the expression itself. And
there is a persistent problem when it comes to the
abstraction of software which is not a direct or 1to-1 copy because of the difficulty of drawing a
definitive line separating the infringement from
non-infringement.
The patent system does focus on the functional
aspects of a creation and effectively creates an
exclusive right to stop third parties doing the same
thing, taking the protection beyond the copyright
system. But patenting, although focused on the
functional aspect of an invention, has substantial
drawbacks. It is procedurally complicated, especially in the software domain, and is invariably
subject to an expensive application procedure.
But by not conferring patent protection on
software the software industry has been able to
sidestep the issue of proving novelty and inventive step - key requirements of patent application
process - that would have required in practice
some sort of extensive means of evaluating prior
art and probably a software library. Patent applications are considered in a step-wise procedure
which involves evaluating whether the invention

described in the application for the patent does in
fact fall into one of the excluded categories and if
it does it will be automatically rejected.

Licence revoked
The approach may have been workable at its
outset, but tensions soon appeared in the IP treatment of software. In the last two decades, the
software industry has exploded with a plethora
of innovation. Software found its way into many
products and processes rendering them 'smart'.
Where software enabled an invention to work it
seemed to blur the boundaries of merely being a
computer program as such. Pressure built up not
only in Europe but in the US to reconsider rules.
In the US, this eventually led to the admission of
much software as patentable. But the emergence
of 'new economy' innovation also opened the
door to other innovations previously considered
unpatentable, in particular business methods. In
Europe, the two words of legislation in the European Patent Convention and national patent law
that framed the exclusion of software from patentability- os such - became the focus of intense
examination and a mini industry which sought the
conditions under which software would be able to
take advantage of the as such escape condition.
Most of the time, computer-aided inventions
have in fact been admitted in most of the major
jurisdictions. The problem arises in borderline
cases - particularly in new technologies such as
text editing or natural language translation -where
the role of the software is debatable. The exact
sort of functionality soon became a key point, but
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in legal terms, it was almost impossible to define
Even so, the disagreement was a curious because
with certainty and different jurisdictions began to there was no actual evidence that similar patent
reach different conclusions.
applications presented in the UK and to the EPO
The European Patent Office, guardian of the would actually diverge in outcome although they
European Patent Convention, the world's largest might be treated differently in procedural terms.
regional patent system covering over 30 countries There was however an ongoing risk that sooner or
soon found itself at odds with the approach of later this would happen.
member jurisdictions, in particular, the UK. EPO
and UK examiners had adopted a view that patent Symbian symbiosis?
applications should not be excluded on the basis
But the law was clearly due for some sort of
that they embodied software because they could revisionism or reinterpretation and in the middle
show a "technical character" and this was enough of this argument a case arrived in late 2008 at the
to take it beyond the as such limitation.
UK House of Lords (the country's highest court)
that promised at least some sort of resolution.
A disagreement
There were accusations that the UK Intellectual
Eventually, this approach metamorphosed Property Office had been overly restrictive in disalinto an EPO view that merely incorporating tech- lowing applications for patenting software, at least
nology such as a computer would be sufficient to compared with the EPO approach.
answer the requirement. The UK meanwhile stood
Symbian, the mobile phone software company,
doggedly to a line that software by itself remained had been refused a UK patent for an innovation
unpatentable and could fall at the first hurdle. it had developed to enable dynamic link libraries
Most problematic were the inventions that mixed (dlls) to operate better and faster in mobile phones
software and business methods or software and (and in any other portable devices that operated
mathematical methods.
in a similar manner to mobile phones). The refusal
These issues may have been problematic - but essentially triggered a series of appeals, as the case
considered in a positive light by the EPO - were was looked on as potentially a key determinant for
applications for a pension benefits system and a the way software patents were to be treated in the
scheme for arranging a reverse auction system future.
both mediated by computers and software. For
The UK IPO, responsible for awarding patents
UK courts, used to interpreting patentability on in the country, had, in its refusal, suggested that
the basis of purely whether an invention fell into not only did the innovation fall squarely into the
one of the excluded categories, this ultimately excluded category as it was merely a program for
became a step too far. Reportedly, the UK in fact a computer, but (in an argument reiterated in the
had begun to refuse some patent applications on House of Lords) it caused no physical or real world
this basis including several notable cases including effect outside the computer. The real world effect
a method for calculating square roots on a calcu- notion is something that courts have used to try to
lator or computer.
decide the basis of technical effect.
The divergence created unprecedented tension
Helpfully, at least, unlike several of the earlier
between the EPO and the UK courts and an angry cases which involved patentability of software, this
tone entered exchanges between the two. By one did not involve other categories of excluded
2006, the UK position was - like the European matter such as business methods or mathematical
system - in need of clarification. In one case, that methods. Symbian argued that the invention was
of a telecommunications system, the judges intro- a technical contribution to a technical problem
duced a four step system that formulaically asked - essentially following the perceived EPO position
presiding judges to go through the patent claims - and that it should not be refused patentability
and their interpretation in a claimed invention merely because it was a program operating interbefore asking if the invention fell into one of the nally in a computer.
excluded categories and then seemingly as a final
In the event, the Court found for Symbian, and
step, ask if the invention as a whole was technical. pointed to the rather arbitrary stance that seemed
European practice remained with the "if it involves to suggest programs having some effect outside
a computer it must be technical" approach.
a computer were somehow to be treated differ18
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ently from programs having a consequential effect
within a computer. The case was not as satisfactorily comprehensive as some observers would have
liked, although some acknowledge that it seems
to have given a middle ground without "opening
the floodgates" to claims that any software innovation must be patentable.
However, a rapprochement between the
UK and the EPO seemed to be heading up with
the arrival of a new President at the EPO, Alison
Brimelow, who wasted no time in concluding that
a consultation on the subject of software patentability was in order and promptly referred a series
of question designed to clarify the patentability of
computer software to the appeals mechanism of
the EPO, the Enlarged Board of Appeal. Members
of the public were also invited to submit their own
observations on the subject.
Although the EPO publicly declared that there
was no connection between the referral and the
EPO tussle with the English courts, many observers
suggest that both sides were going out of their
way to find some way to resolve the disputed
position. Nevertheless, one outcome has already
become clear: Ms Brimelow has already said she
will not seek re-election to her office at the EPO,
a move that some observers suggest is directly
related to the bureaucratic politicking at the organization - and the internal organizational hurdles
in making the software referral work.

US rethink?
The patent problems of Europe seem somewhat ironic given that the territory most people
had fully understood the patentability of software
and business methods in a liberal, anything-goes
approach, managed to hit conceptual problems of
its own just as the Symbian case was coming to a
head.
In re Bilski, US courts have given their clearest
indication so far that the patent bar may have been
set too low but the wider implications are not yet
clear. The Bilski patent application was rejected
by the US Patents and Trademarks Office on the
grounds that it was patent-ineligible.
The rejection was upheld in the US Court of
Appeals for the Federal Circuit last Fall and it
seems that the case will now be considered by the

US Supreme Court, underlining the commercial
seriousness of the issue. The Bilski application was
a business methods application which concerned
the hedging of risks during business transactions
- for example in the cost of supplies between
suppliers and customers.
"Although it related specifically to business
methods [re Bilski] may have an impact on some
computer related inventions and has led to some
dramatically-titled articles by US commentators
indicating that some of the granted patents of
various high tech companies may now be invalid"
says Helen Wallis, a European Patent Attorney in
the Intellectual Property Group at Olswang4 .
US-based commentators seem to agree. Richard
H Stern at Kellogg, Huber, Hansen, Todd, Evans
and Figel and the George Washington University
Law School in Washington DC says "Overall, the
Bilski decision represents a setback for business
method patents and perhaps for software patents
in general, because it raises the patent eligibility
bar for such patents above the level that Federal
Circuit panel decisions set for at least the last
decade."5 Ms Wallis continues: "[In re Bilski] the
case stated that 'a useful, concrete and tangible'
result should not be relied upon as a test for determining whether a process is patentable or not, but
instead a so-called 'machine or transformation'
test should be used... according to this new test,
a process is patentable if it is tied to a particular
machine or apparatus or if it transforms a particular article into a different state or thing."
The transformation principle echoes the British
ideas about real world effect. But there are a
number of high profile patents that do not cover a
strict physical transformation (see footnote 2 in this
article). However, the opinion has left a number
of key questions about patent eligibility unanswered say commentators. No one really knows if
a general purpose computer could be categorized
as a particular machine for example. But re Bilski
at the moment is confusing, says Richard Stern,
because "...it left a great deal for future litigation
to clarify and its analysis is frequently baffling...
the opinion completely avoids the technology
and business method issues... that remain highly
controversial... both in the United States and Europe."
4 Wallis, Helen Patentability of computer-implemented inventions: the changing landscape in 2008 Communications Law
2009, 14(1), 4-7
5 Stern, Richard H US Court ofAppeals for Federal Circuit
clarifies patent eligibility guidelines: In Re Bilski European
Intellectual Property Review 2009, 31(4), 213-216
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