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SUMMARY

• Thissubmissionaddressesonly thepatent-relatedprovisionsin theAustralia-United

StatesFreeTradeAgreement(AUSFTA) Art 17, andin particularArt 17(9)Patents.

• While thereis nodoubtthatAustraliamustimplementtheAgreementon Trade

RelatedAspectsofIntellectualPropertyRights(TRIPs)minimumstandards,the

issuesraisedin this submissionis notaboutwhetherornot to haveapatentscheme,

butrather,thecontentofthat scheme,andthedesirabilityofmeasuresthatimplement

morethantheminimumstandardsrequiredby TRIPs(so-called‘TRIPs-plus

measures’).

• This submissionchallengesthebasisfor adoptingTRIPs-plusmeasuresandthe

variousgovernmentalapproaches(policy, reviews,andso on) to justifying a

conclusionthat TRIPs-plusmeasuresarenecessarilyappropriateto Australia’s

economicandsocialcircumstances.

• Thesubmissionconcludesa clearlyarticulatedpatentpolicy maypromoteamore

rigorousanalysisofthecompetinginterestsandamorerationaloutcomefor existing

patentprivilegesandthoseproposedforthefuture,includingthoseTRIPs-plus

measuressetout in theAUSFTA.

• The submissionassertsthatin assessingtheTRIPs-plusmeasurestheguiding

principleofthe CompetitionPrinciplesAgreement(CPA) is ausefultool for

identifying thedesirabilityofrestrictingcompetitionandthis is theassessment

frameworkthat shouldbeappliedto theproposedTRIPs-plusmeasuressetout in the

patent-relatedprovisionsoftheAUSFTA. Notably,theonusis on thoseadvocating

strongerandmorecomprehensivepatentprivilegesto demonstratetheircase.

• Thesubmissionarguesthatmerelyadoptingthesamepatentapproachandstandards

astheUnitedStatesastheAUSFTArequiresis likely to beanunnecessaryrestriction

on competition,unlesstheAustralianGovernmentcandemonstratethat thebenefits

ofrestrictingcompetitionoutweighthecostsandthattheobjectivescanonly be

achievedthroughrestrictingcompetitionasrequiredby theCPA.
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1. INTRODUCTION

The analysissetout in this submissionaddressesonly thepatentprivilegerelated

provisionsin theAustralia-UnitedStatesFreeTradeAgreement(AUSFTA) Art 17, and

in particularArt 17.9 Patents.ThissubmissioncontendsthatAustralia’sapproachto

patentpolicy appearsto reasonthatthemostdevelopednationshavebenefitedfrom

innovation1with astrongintellectualpropertyregime,andso with a similarly strong

patentregimein Australia,thosesamebenefitswill accrueto Australia.However,an

assessmentin this submissionof theAustralianGovernment’sinnovationpolicy, the

AustralianGovernment’spracticesin dealingwith intellectualpropertypolicy matters

andrecentreviewsofpatentlawsquestionsthebasisfor adoptingthepatentpolicy of the

mostdevelopednations.Despitethis assessmentthesubmissionacknowledgestheremay

beothercompetingfactorsin thenegotiationoftheAUSFTA thatjustify theparticular

outcome,althoughthesecompetingfactorsremainunknown.

As a startingpoint, anypatentpolicy in Australiamustaccommodatetheminimum

standardsnowrequiredofWorld TradeOrganisation(WTO) members,suchasAustralia,

in compliancewith theAgreementon TradeRelatedAspectsofIntellectualProperty

Rights(TRIPs).2Theminimumstandardsrequiredby TRIPsarethat ‘patentsshallbe

availablefor anyinventions,whetherproductsor processes,in all fields oftechnology,

providedthattheyarenew,involve aninventivestepandarecapableof industrial.3

Significantly ‘patentsshallbe availableandpatentrightsenjoyablewithout

discriminationasto theplaceof invention,thefield oftechnologyandwhetherproducts

Thiswork wassupported,in part,by AustralianResearchCouncilgrantsto research‘GenePatentsin
Australia: OptionsforReform’ and ‘Developinga Systematic,InclusiveandJustJurisprudentialAccount
of TRIPs’.
1 Thissubmissiondistinguishesbetween‘invention’ and‘innovation’, theterm ‘invention’ beinga step in
theprocessof ‘innovation’. In this distinction,‘innovation’ would includeall theothercommercial
requirementsto placean‘invention’ on themarket,includingproductdevelopment,marketing,andsoon.
Thisdistinctionis importantaspatentsareanincentiveto ‘invention’, but it is notclearwhetherthey
shouldalsobeanincentiveto ‘innovation’. In effect, thisdistinctionreflectsthedifferencesbetweenthe
‘reward’ and‘prospect’ theoriesjustifyingpatentprivileges:seeKevin Rhodes,‘The FederalCircuit’s
PatentNon-obviousnessStandard:TheoreticalPerspectiveson RecentDoctrinalChanges’(1991)85 New
YorkUniversityLawReview1051,1076-1100.
2MarrakechAgreementEstablishingthe World TradeOrganisation[1995]ATS 8, Annex iC (TRIPs).
~TRIPsArt 27(1);notingthat theterms‘inventivestep’ and‘capableof industrialapplication’are
equivalentto theterms‘non-obvious’and ‘useful’ respectively.
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areimportedor locallyproduced’.‘~ Theonly allowableexclusionsare inventions ...

necessaryto protectordrepublic ormorality,including to protecthuman,animalorplant

life orhealthor to avoidseriousprejudiceto theenvironment’,~ ‘diagnostic,therapeutic

andsurgicalmethodsfor thetreatmentofhumansor animals’6and‘plants7andanimals

otherthanmicro-organisms,andessentialbiologicalprocessesfortheproductionof

plantsor animalsotherthannon-biologicalandmicrobiologicalprocesses’~8These

minimumstandardsareenforceablethrougha disputesettlementschemeproscribedin

TRIPs.9

While theseTRIPsminimumstandardsareopento someinterpretation,10thereis no

doubtthatAustraliamustimplementatleastsomeform ofpatentschemesimilar to the

PatentsAct1990 (Cth) (PatentsAct).Theissuesraisedin this submissionis notabout

whetherornot to haveapatentscheme,but rather,thecontentofthat scheme,andthe

desirabilityofmeasuresthat implementmorethantheminimumstandardsrequiredby

TRIPs(so-called‘TRIPs-plusmeasures’).This is anissueworthyof furtherconsideration

asAustraliahasbeenatthevanguardof theTRIPsagreement.Australiahaschampioning

its implementationthougharapidadoptionofits minimumstandards11andadopting

additionalTRIPs-plusmeasures(suchasmorerestrictivecompulsorylicensing,patent

termextensionsandfailing to takeadvantageoftheallowableexceptionsunderTRIPs).

FurtherAustraliahassoughtto ensureits effectsarepassedthroughto otherinternational

andregionalagreements.12This sameapproachis nowreflectedin theproposed

AUSTFA.13However,this submissionchallengesthebasisfor adoptingTRIPs-plus

~TRIPsArt 27(1).
~TRIPsArt 27(2).
6 TRIPsArt 27(3)(a).

~‘Notingthatplantvarietiesmustbeprotectedeitherby ‘patentsorby aneffectivesuigenerissystemorby
anycombinationthereof:TRIPsArt 27(3)(b).
8 TRIPsArt 27(3)(b).
9TRIPsArt 64.
10 Seefor exampleDianneNicol andJaneNielsen, ‘The AustralianMedical BiotechnologyIndustryand

Accessto IntellectualProperty:Issuesfor PatentLaw Development’(2001)23 SydneyLawReview347,
363-364.
‘~ SeePatents(World TradeOrganisation)AmendmentAct1994 (Cth).
12 Seefor exampletheSingapore-AustraliaFreeTradeAgreement[20031ATS 16,ch 13 Art 2(1).
13 SeeAUSFTAArt 17(9).
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measuresandthevariousgovernmentalapproaches(policy,reviews,andsoon) to

justifying aconclusionthatTRIPs-plusmeasuresmaynecessarilybejustified.

TheAustraliaGovernment’sstancereflectstheunderlyingeconomicobjectivethat

‘[i]nnovation — developingskills, generatingnewideasthroughresearchandturning

theminto commercialsuccess— is akey driverofproductivityandeconomicgrowth’,“~

ofwhich intellectualpropertyis believedto assistsasanincentiveto innovate,in

capturingthe commercialsuccessandin accessingnewtechnologyandknowhow.’5 An

apparentlysimilarconsensusexistsamongotherdevelopednations.16However,theexact

placeandrole ofTRIPs-pluspatentmeasuresin Australia’sinnovationpolicy, expressed

in BackingAustralia‘s Ability,’7 thecentralinnovationpolicy articulatedby the

AustralianGovernment,is notvery clear.

This submissionchallengethereasoningfor adoptingTRIPs-plusmeasuresunderthe

PatentsActandsuggeststhatthemodernAustralianpolicy graspfor ‘strengthened’

intellectualpropertyrightshasfailedto considerthelackofevidenceactually

demonstratingthebenefitsfrom adoptingmorethanTRIPs’ minimumpatent

requirementsfor theAustralianeconomy.ThesubmissionconcludestheTRIPs-plus

measuresin thePatentsActshouldbereviewedandremovedunlessjustifiedbecausethe

restrictionto thecommunityasawholeoutweighthe costsandthattheobjectivescan

only beachievedwith thesemeasures.This is theprincipleandstandardagainstwhich

lawsrestrictingcompetitionmustbeassessedaccordingto therequirementsofthe

CompetitionPrinciplesAgreement(CPA) thatformspartoftheNational Competition

Policy (NCP).’8 Thesameprinciplesandstandardsshouldalsobeappliedto AUSFTA.

‘~ Commonwealth,BackingAustralia’sAbility: RealResultsRealJobs— InnovationReport2002-2003
(2003) 1 (BAA 2002-03);seealsoCommonwealth,BackingAustralia’sAbility: RealResultsRealJobs—

InnovationReport2003-2004(2003)1; Commonwealth,BackingAustralia’sAbility.’ An InnovationAction
Planfor theFuture (2001) 7 (BAA 2001).
‘~ BAA 2001,aboven 14, 18
16 SeeBAA 2002-03,aboven 14, 1; Organisationfor EconomicCo-operationandDevelopment,OECD
Science,TechnologyandIndustry Scoreboard2003(2003) 16-17.
‘~ BAA 2001,aboven 14.
18 TheNCP comprisesaseriesof agreementsbetweentheCommonwealth,StatesandTerritories(see
NationalCompetitionConncil, CompendiumofNationalCompetitionPolicyAgreements(1997)),
legislativemeasuresto limit anti-competitiveconductandensureaccessto essentialfacilities (suchasthe
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In challengingthecontentionthatAustralia’sapproachto patentpolicy reasonsthatthe

mostdevelopednationshavebenefitedfrom innovationwith a strongintellectual

propertyregime,andsowith asimilarly strongpatentregimein Australia,thosesame

benefitswill accrueto Australia,thesubmissionis structuredasfollows:

• Part2 examinesthetheoreticaljustificationsfor patentsrestrictingcompetition.This

is asignificantquestionasthedetailedjustificationandobjectivesof patentsasa

policy tool to promoteinventionarenot settled.

• Part3 examinesthepatent-relatedcomponentoftheAustralianGovernment’scurrent

innovationpolicy setout in BackingAustralia’sAbility.’9 Theanalysisshowsthe

uncertainplaceofpatentsin this innovationstrategyandthedivergencebetweenthe

initial policy articulationandits implementation.

• Part4 setsout theresultsofa recentattemptto assesstheAustralianGovernment’s

understandingofthebroaderissuesaboutintellectualproperty.Theresultssuggest

someconfusionaboutthewaypatentpolicy is articulatedby theAustralian

Government,thatthereis no comprehensiveAustralianGovernmentpatentpolicy

andthattheAustralianGovernmentconsiderstheIntellectualPropertyand

CompetitionReviewCommittee(IPCRCommittee)seta ‘benchmark’againstwhich

intellectualpropertyinitiativesmight beassessed.

• Part5 examinestheplaceofpatentsin theAustralianGovernment’simplementation

ofcompetitionpolicy undertheCPA. Theanalysisraisesconcernsaboutthe

approachadoptedby theIPCRCommittee(andtheNationalCompetitionCouncil;

NCC)in reviewingpatentlawsundertheCPA andwhetherthis is in effectan

adequateassessmentofpatentlawsaccordingto therequirementsoftheCPA.

• Part6 examinessomeofthe ‘flexibility’ in TRIPsthatAustraliamight takeadvantage

ofto developpatentlawssuitedto its particulareconomicandsocialcircumstances.

This is significantastheAUSFTA setsoutprovisionsthatwouldexcludethis

TradePracticesAct 1974(Cth)) andgovernmentbodiesto overseetheapplicationoftheNCP (suchthe
AustralianCompetitionandConsumerCommissionandthe NationalCompetitionConncil).
‘9BAA2001,aboven14.
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‘flexibility’ tyingAustralianpatentlaw developmentsto thosefavouredby theUnited

States.

• Part7 thensetsout an analysisofsomeofthepatent-relatedprovisionsin the

AUSFTA that seekto imposeTRIPs-plusmeasures.While this assessmentis not

comprehensive,thereis sufficientconcernthattheAUSFTA will imposeasignificant

departurefrom TRIPs’ minimum standardsto requireaproperassessmentof thecosts

andbenefitsjustifying this departure.

• Part8 thensetsout theconclusionsthatwhile thetrade-offofTRIPs-plusmeasuresin

thepatent-relatedprovisionof theAUSFTAareunknown,in isolationmerely

adoptingthesamepatentapproachandstandardsastheUnitedStateswithoutthe

assessmentrequiredby theCPA is likely to be anunnecessaryrestrictionon

competition,unlesstheAustralianGovernmentcandemonstratethat thebenefitsof

restrictingcompetitionandthattheobjectivescanonly beachievedthrough

restrictingcompetition.

Thissubmissionassumesthatpatentlaw setout in thePatentsActandcompetitionlaw

setout in theTradePracticesAct1974(Cth) (TradePracticesAct)bothseekto promote

inventionwith theobjectiveof enhancingconsumerwelfare.Patentsachievethis through

addressingthemarketfailure for inventionandcompetitionlaw throughprotectingthe•

processofcompetition(ratherthancompetitors).Inpractice,thePatentsActestablishes

thethresholdcriteriafor thegrantof thestatutoryprivilege(the ‘exclusiverights’) with

someexemptionsfrom competition(suchascompulsorylicensingandsoon).TheTrade

PracticesActseeksto establishtheboundariesoflawful conductnecessaryto sustainand

promotevibrantcompetition.While theplaceofcompetitionlaw is centralto establishing

anappropriatebalance,competitionlawsarenotconsideredherealthoughtheir

effectivenessin Australiain limiting apatentprivilegeholder’sconductis unlikely.20

20 Foranassessmentof this contentionseeCharlesLawson,‘PatentingGenesandGeneSequencesand

Competition:PatentingtheExpenseof Competition’ (2002)30 FederalLaw Review97.
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2. THEORETICAL JUSTIFICATION FOR RESTRICTING COMPETITION

Patentsareautilitarianmeasureto promoteinvention21andaddressthemarketfailurefor

invention.22Accordingto this model,effectivecompetitiontogetherwith goodmarket

informationmaycreateadisincentiveto marketsinventing(themarketfailure)because

newdevelopmentsmaybe rapidlycopiedwithouttherecoveryof the inventor’s

developmentcosts(afreeride).23 A patentunderthePatentsActcompensatesfor this

disincentiveto invent.24Thelimited periodof ‘exclusiverights’25 is justified sothatthe

inventormayexcludeothersin orderto recoverthe developmentcosts(confoundingthe

freeriders)andcontributeto beneficialinvention(andenhancedcompetitionfor the

welfareofconsumers)by investinginnewdevelopments(with theaddedbenefitof

disclosureofthe invention).26

21 Althoughthecurrentimperativeofeconomicpolicy in Australiais to fostereconomicgrowth: seefor

exampleBAA 2001,aboven 14, 1; IntellectualPropertyandCompetitionReviewCommittee,Reviewof
IntellectualPropertyLegislationundertheCompetitionPrinciplesAgreement(2000)5; Commonwealth,
Investingfor Growth(1997)3-7; analtemativejustificationfor promotingcompetitionisto more
efficiently andeffectively allocateexistingscarceresourcesfor thebenefitof consumers.
22 Thissubmissiondistinguishesbetween‘invention’ and ‘innovation’, theterm‘invention’ beinga stepin
theprocessof ‘innovation’. In this distinction,‘innovation’ would includeall theothercommercial
requirementsto placean‘invention’ on themarket,includingproductdevelopment,marketing,andsoon.
This distinctionis importantaspatentsare anincentiveto ‘invention’, but it is notclearwhetherthey
shouldalso beanincentiveto ‘innovation’. In effect, thisdistinction reflectsthedifferencesbetweenthe
‘reward’ and ‘prospect’ theoriesjustifying patentprivileges:seeKevin Rhodes,‘TheFederalCircuit’s
PatentNon-obviousnessStandard:TheoreticalPerspectiveson RecentDoctrinal Changes’(1991)85 New
YorkUniversityLawReview1051, 1076-1100.
23 TradePracticesCommission,ApplicationoftheTradePracticesAct to IntellectualProperty(1991)8.
24 Suchas,‘the uncertaintyofpayoff fromR&D andinnovationactivity’ and‘the limited ability ofthe

inventor/innovatorto appropriateprofits arisingfrom theuseof thenewknowledgegenerated’:see
IndustrialPropertyAdvisory Committee,Patents,Innovationand Competitionin Australia (1984)12;
Bureauof Industry Economics,TheEconomicsofPatents,OccasionalPaperNo 18 (1994)13.
25 PatentsAct s 13; thus, for a periodof up to 20 yearsfrom thedateof lodgingtheclaim (s67 providesa
minimumterm of 20 yearsfromthelodgmentof a claim ands77 providesthetermmaybeextendedfor
certainpharmaceuticalsup to 25 yearsfromlodgment),includingthe ‘exclusiverights,during thetermof
thepatent,to exploit the inventionandto authoriseanotherpersonto exploit the invention’ (s 13(1))which
is ‘personalproperty... capableof assignmentanddevolutionby law’ (s 13(2)). Theterm ‘exploit’, in
relationto a productinvention, includes‘make, hire, sellorotherwisedisposeoftheproduct,offerto make,
sell,hireorotherwisedisposeofit, useor importit, or keepit for thepurposeof doinganyof thesethings’
(sch1). In relationto aprocessinvention,it includes‘usethemethodor processor do anyactmentioned
[for theproductinvention] in respectof aproductresultingfrom suchuse’ (sch1).
26 TradePracticesCommission,Applicationofthe TradePracticesAct to IntellectualProperty(1991)8;
for areviewof thepolicy objectivesofpatentingseeThomasMcCarthy, ‘IntellectualPropertyandTrade
PracticesPolicy: CoexistenceorConflict?TheAmericanExperience’(1985) 13 AustralianBusinessLaw
Review198,200-203;notethat therearedifferentviews aboutwhetherdisclosureis a primarypurposeof
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While theeconomictheoryjustifies apatentprivilegein theform of statutory‘exclusive

rights’, it is certainlynot clearwhetherthesocialcostsin Australia’sparticulareconomic

circumstancesalwaysoutweighthesocialbenefitsfrom currentpatentingpractices27and

whataretheappropriatepatentscopeandallocation.28Recentdevelopmentsin the

applicationoftheinternationallyagreedminimumstandardssetby theTRIPsconfirmthe

uncertainstandardofthepatentthresholdrequirements,andsuggestconsiderable

‘flexibility’ in how WTO memberstatesmaysatisfytheseminimumpatentstandards

(consideredfurther in Part6). Thechallengefor Australia’spatentpolicy makersis to

developan ‘effectiveandadequate’patentscheme29thatfulfils its obligationsunder

TRIPs,notingthattheover-ridingobjectiveofTRIPswasthat:

Theprotectionandenforcementof intellectualpropertyrightsshouldcontributeto thepromotionof

technologicalinnovationandto thetransferanddisseminationoftechnology,to themutualadvantage

of producersandusersof technologicalknowledgeandin amannerconduciveto social andeconomic

welfare,andto abalanceofrights andobligations.30

In developinganappropriatedomesticpatentpolicy, patentprivilegesshouldonly be

grantedto theextentnecessaryto encourageinvention(theincentive).31Further,theonus

is on thoseadvocatingpatentprivilegesin additionto theminimumstandardsrequiredby

Australia’scommitmentto internationalagreements(suchasTRIPs),to demonstratethat:

patenting,ormerelyanadditionalbenefit: seefor exampleFederalTradeCommission,To Promote
Innovation.TheProperBalanceofCompetitionandPatentLaw andPolicy (2003)ch 1 (6).
27 Somecommentatorshaveexpressedconcemsthat thehighly protectivepatentstandardsappliedby the

UnitedStatesandtheEuropeanUnion maybeundulyfavoringtheprivaterightsof inventorsat theexpense
of competitorsandusers,particularlyin economiesthat arenet technologyimporters:seefor example
Keith Maskus,IntellectualPropertyRightsina GlobalEconomy(2000)237-238.
28 Seefor exampleDanBurk andMarkLemley, ‘Policy Levers in PatentLaw’ (2003)89 Virginia Law
Review1575,1595-1630.
29 RecognisingthatTRIPswasintendedto ‘... to reducedistortionsandimpedimentsto intemationaltrade,
andtaking into accounttheneedtopromoteeffectiveandadequateprotectionof intellectualproperty
rights, andto ensurethat measuresandproceduresto enforceintellectualpropertyrights do notthemselves
becomebarriersto legitimatetrade’: TRIPsPreamble.
30TRIPsArt 7.
31 ~ is generallyacceptedthatpatentprivilegesarenecessaryin someform,althoughtheyshouldnotbe
absolute:seeJamesLangenfeld,‘IntellectualPropertyandAntitrust: StepsTowardsStriking aBalance’
(2001) 52 CaseWesternReserveLaw Revue91, 96-98.

10



(a) Thebenefitsof therestrictionto thecommunityasawholeoutweighthecosts;

and

(b) Theobjectivesofpatentprivilegescanonly beachievedby restricting

competition.32

A keymeasuresin assessingtheadequacyofthe incentiveis thatthe incentiveis directed

to thetrue inventor(andtheirinvestors)andonly for inventionsthatwould nototherwise

havebeenmade.33In particular,patentsshouldnot protectinventors(andtheir licensees

andassignees)from competitionfrom otherinventors(andtheir licenseesandassignees)

for an investmentin inventiontheywouldbemaking anywayaspartoftheirinnovation

strategyto remaincompetitive.34

In essence,patentsimposesocialcostsevenwhentheyarewithin theboundsoflawful

useundercompetitionlaws.The thresholdandothercriteriafor accessto the statutory

privilegesunderthePatentsActareimportantto ensureefficiencies— too low athreshold

andcompetitionis unnecessarilyfetteredto thedetrimentofconsumers(andthe

communityasawhole)andtoohigh andtheincentiveis extinguished.Thechallengeis

to tailor patentprivilegesto theappropriatelevel ofincentive.This questionremains

contentions,with anumberofotherregulatoryfactorsaffecttheappropriatesettings

(includingtheappropriatecompetitionandtaxationpolicy).35Thefollowing Part3

considerstheAustralianGovernment’sinnovationpolicy articulatedin Backing

Australia‘s Ability.

32 This is the ‘guidingprinciple’ of theCompetitionPrinciplesAgreement:seeCompetitionPrinciples

Agreementcl5(1).
~ SeeforexampleJusticePosnerin RobertsvSearsRoebuck& Co 723 F.2d 1324,1346(1983): ‘if acourt
thinksaninventionfor which apatentis beingsoughtwould havebeenmadeassoonoralmostassoonas
it wasmadeevenif therewerenopatentlaws,it mustpronouncethe inventionobviousandthepatent
invalid’.
~ Recognisingthatthis ‘but for’ requirementhasprovedverydifficult to articulateas ageneral,non-
discriminatorythresholdstandard:seeFederalTradeCommission,To PromoteInnovation:TheProper
BalanceofCompetitionandPatentLaw andPolicy (2003)ch 1 (10).
~ SeeforexampleKeithMaskus,‘IntellectualPropertyChallengesfor DevelopingCountries:An
EconomicPerspective’(1998)UniversityofIllinois LawReview457.
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3. BACKINGAUSTRALIA’SABILITYAND PATENT POLICY

The foundation document of the current Australian Government’s innovation policy,

BackingAustralia’sAbility, provided,in part:

BackingAustralia’sAbility supportsgreatercommercialapplicationof researchresults.In additionto

directsupportforR&D, theGovernmentaimsto improvetheflow of financeinto businessinnovation

andto stimulategrowthof innovativefirms by improvingAustralia’scapacityto commercialise

researchandnewtechnologies.

Thiswill alsobe achievedthroughinitiativesto enhanceAustralia’scapacitytobuild andmanage

innovativeenterprises,encouragethe spin-offopportunitiesfromindustryresearchcollaboration,

strengthenour intellectualproperty(IP) managementprocessesandincreaseaccessto global research

andtechnologies.36

BackingAustralia‘s Ability wastheculminationofvariousconsultations,37industry

plans38andgovernment‘thinking’,39 with anoverall objectiveof ‘developingskills,

generatingnewideasthroughresearch,andturningthemintocommercialsuccess‘.~o The

governmentsawits roleasproviding ‘the bestpossibleeconomic,tax andeducational

framework’and‘targeteddirect supportin areaswhereprivatesectorfunding is not

appropriateoravailable’.41Thispolicy wasguidedby arecognition‘that Australiais now

ata crossroads’,42citing a communiquefrom theconsultationprocess:

Weare in themidstof arevolutionfrom which a neworderis emerging.The solutionsof pastdecades

will notsuffice in thenewknowledgeage.Intangibleassets— ourhi~manandintellectualcapacity— are

outstrippingtraditional assets— land,labourandcapital— as thedriversof growth.If weareto takethe

36 BAA 2001,aboven 14, 18.

~ Seefor exampleDepartmentof Industry,ScienceandResources,Innovation—UnlockingtheFuture:
Final ReportoftheInnovationSummitImplementationGroup (2000).
38 Seefor exampleDepartmentof Industry,ScienceandTourism,Investingfor Growth. TheHoward

Government’sPlanfor AustralianIndustry(1997).
~ Seefor examplesHouseofRepresentativesStandingCommitteeon Industry,ScienceandTechnology,
Innovation:A ConcepttoMarket(1995);Houseof RepresentativesStandingCommitteeon Industry,
ScienceandResources,TheEffectofCertainPolicy Changeson AusfralianR&D (1999);Houseof
RepresentativesStandingCommitteeon Industry,ScienceandResources,Gettinga BetterReturn(2001).
40 BAA 2001,aboven 14, 7; seealsoBAA 2002-03,aboven 14,1
41 BAA 2001,aboven 14,7.
42 BAA 2001,aboven 14, 8.
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highroad,aroadof highgrowthbasedonthevalueof our intellectualcapital,we needto stimulate,

nurtureandrewardcreativityandentrepreneurship.43

BackingAustralia ‘s Ability articulatedastrategyto support‘the essentialingredientsfor

a dynamicandproductiveinnovationsystem’ thoughfocusingon ‘strengtheningour

ability to generateideasandundertakeresearch’,‘acceleratingthecommercial

applicationoftheseideas’ and‘developingandretainingAustralianskills’.44 The

immediateeffectofBackingAustralia‘s Ability wasadditionalfunding,45but its longer-

termeffectonpatentprivilegeswasnotarticulatedatthetime, andhasbeenarticulated

throughsubsequentimplementationof thepolicy.

Significantly,BackingAustralia’sAbility, asit wasarticulatedin 2001, only soughtto

‘strengthenourintellectualproperty(IP) managementprocessesandincreaseaccessto

globalresearchandtechnologies’,46andmakesno mentionthat thisbeachievedthrougha

schemethat createsgreaterandstrongerprivilegesfor inventors.However,by 2002the

implementationofBackingAustralia~ Ability involved,almostwithoutquestion,

enhancingtheprivilegesofpatentholders,basedon theconclusionthata ‘[s]ound

intellectualproperty(IP)protectionandmanagementareboth critical for a successful

innovationsystem’(emphasisadded)andaneedfor ‘fundamentalchangesto thepatent

system,to providebetterprotectionandmeettheneedsofthoseusingour IP regulatory

regime’.47BackingAustralia’sAbility hadevolvedto offer a ‘rangeofIP initiativesthat

strengthenourability to protectourideasandbettercapturereturnsfrom

commercialisation’~48Theseinitiatives includedvariousmanagementandawareness

programsandlegislativeamendments.49

‘~ BAA 2001,aboven 14, 8.
~ BAA 2001,aboven 14, 14.
~ Being$2.9 billion of additional fundingover5 years:seeBAA 2001,aboven 14, 14.
46 BAA 2001,aboven 14, 18; seealso BAA 2002-03,aboven 14, 7.
‘~ Commonwealth,BackingAustralia’sAbility. RealResultsRealJobs— InnovationReport2001-2002
(2002)14.
“‘s Commonwealth,BackingAustralia’sAbility: RealResultsRealJobs— InnovationReport2001-2002
(2002)14.
~ SeeforexamplesCommonwealth,BackingAustralia‘s Ability: RealResultsRealJobs— Innovation
Report2001-2002(2002)59.
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LegislativechangesthatreflectedandeffectedBackingAustralia~s’Ability,50 included

extendingthetermofsomepharmaceuticalpatentsto 25 yearsfrom lodgmentsubjectto

‘spring-boarding’provisionsandhigherfees,51introducingan ‘innovationpatent’ to

replacetheexisting ‘pettypatent’ scheme,52andgraceperiods.53More recently,the

PatentsAmendmentAct2001 (Cth)put into effecttherecommendationsof theIPCR

CommitteeandtheAustralianCouncil on IndustrialProperty’s(ACIP) reviewofpatent

enforcement.54Thesemeasuresincludedincreasingthescopeof prior arttakeninto

accountwhenassessingnoveltyandinventivestep,55andchangingthestandardofproof

to a ‘balanceofprobabilities’testfor thenovelty andinventivesteprequirements,rather

thangiving theapplicantthebenefitofanydoubt.56Significantlyhowever,therehasbeen

no reviewofpatentlegislationorpracticeassessingwhataretheTRIPs-plusmeasures,

andwhethertheyarenecessaryorjustified in promotingtheobjectivesoftheBacking

Australia‘s Ability initiative. This is surprisinggiventheCommonwealthandState

governments’commitmentto theNCP (this is addressedin greaterdetailin Part5

below).

This submissiondoesnotquestiontheneedto bettermanagepatentgrantsasawayof

improving innovation,(andhencecompetition)in Australiafor thebenefitofconsumers

by working inventionsto promotecompetitiveness.Rather,thequestionis whethermore

andstrongerpatentsarein factwhatareneededin theabsenceofa properanalysisofthe

50 In reportingon theeffectivenessofBackingAustralia’sAbility, thegovernmentclaimedits earlier

changesto thePatentsActassignificant: seeCommonwealth,BackingAustralia’sAbility: RealResults
RealJobs— InnovationReport2001-2002(2002)14.
~‘ SeeIntellectualPropertyLawsAmendmentAct 1998(Cth).
52 SeePatentsAmendmentAct2001 (Cth).
~ SeePatentsAmendmentAct2001 (Cth).
~“ SeeIntellectualPropertyandCompetitionReviewCommittee,ReviewofIntellectualProperty
Legislationunder theCompetitionPrinciplesAgreement(2000);AustralianCouncil on IndustrialProperty,
ReviewofEnforcementofIndustrialPropertyRights(1999).
~ Althoughamendmentsin theSenatein effectunderminedthepotentialbenefitsof expandingthescopeof
prior artby limiting the effectivescopeof thesemeasuresattheexaminationstageasthepriorartbasedoes
notinclude‘informationmadepublicly availableonly throughthedoingof anact (whetherin or outof the
patentarea)’ (ss45(1A) and48(1A)).
56 Commonwealth,ParliamentaryDebates,Houseof Representatives,24 May 2001,26974 (Parliamentary
Secretaryto theMinister for Industry,ScienceandResources).
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competingviews aboutpatentscopeandallocation57undertheexistingCPA

requirements.BackingAustralia‘s Ability in its original articulationdoesnot advocate

moreandstrongerpatentprivileges,but ratherthemanagementofthosefights on the

basisthatmanagingpatentprivilegesshouldpromotecompetitionandthebenefitsof

competition.Whatis missingfrom thesubsequentarticulationsofBackingAustralia‘s

Ability is a comprehensivepatentpolicy identifyingthegoalsof anAustralianpatent

privilegescheme,includingtherole for patentsasanincentiveto inventionand

innovation.In particularit is submittedthispolicy shouldaddress:

(a) Whetherthemarketfailure thatpatentprivilegesseekto addressarefor invention

or investmentin innovation,the lattermightbemoreappropriatelyaddressed

throughothermeasures(suchastheplethoraof othergovernmentincentive

schemes,taxlaws,andso on);

(b) Whethertheincentiveestablishedby thecurrentpatentingpracticesis inadequate,

adequateor excessive;

(c) Whetherthethresholdpatentingcriteriain thePatentsActaresatisfactoryto

excludeinventionsthatarenot efficient (andmorebroadly,theappropriatenessof

Australiaadoptingpatentstandardsin additionto theminimumrequirementsof

TRIPs);

(d) Whethercompetitionlaws(including thoserestrictionssetout in thePatentsAct

suchascompulsorylicensingandforfeiture) shouldlimit theuseof apatented

invention,oronly conductseekingacollateraladvantage;and

~ The almostuncontroversialobjectiveofpatentprivilegesis to promoteinvention.Thecontroversyrelates
to howthis is bestachieved:for an overviewofthecurrentcompetingtheoriesseeDanBurk andMark
Lemley, ‘PolicyLeversin PatentLaw’ (2003)89 Virginia Law Review1575,1595-1630.
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(e) Whetherpatentsshouldprotect firms from competitionfrom otherfirms for an

investmentin inventiontheywould bemakinganywayaspartoftheirinnovation

strategyto remaincompetitive.

While thesearecomplexquestions,attentionto theirsolutionsshouldassistin

articulatingapatentpolicy thatpromotesabroaderassessmentoftheassumedbenefits

from patentsanda focuson thespecificneedsoftheAustralianeconomy.Significantly,

the ‘flexibility’ in TRIPs(discussedin moredetail in Part6) suggestsconsiderable

latitudein developingarationalpatentingpolicy andregulatoryschemeis possible,

althoughit will needto be carefullyarticulatedandimplementedto avoidpotential

challengeundertheTRIPs’ disputesettlementscheme.Until thesequestionshavebeen

addressedtheentrenchingofTRIPs-plusmeasuresin theAustralianeconomy,like those

setout in theAUSFTA (discussedin moredetail in Part7),maynotbejustified.

However,beforeconsideringthesemattersfurther,Part4 setsout theresultsofarecent

attemptto assesstheAustralianGovernment’sunderstandingofthebroaderissuesabout

intellectualproperty.
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4. INTELLECTUAL PROPERTY IN AUSTRALIAN GOVERNMENT

Intellectual property issuesare often incidental to the mainmatters under consideration in

the negotiationof international agreements.Thus under the AUSFTA intellectual

property is merely oneof a number of matters under considerationand the potential

detrimentsfrom adoptingunnecessarilyhigh intellectualpropertystandardsmightbe

offsetby a superioroutcomeonanothermatter.This wasprobablythereasonAustralia

adoptedTRIPswith theexpectationthattradeliberalizationin agricultureandother

industrieswouldoutweighthehigh socialcostsofpayinghigherchargesfor

predominantlyimportedintellectualpropertyprotectedproducts,processesand

information.58However,this assumesthatthe impactsandbenefitsof intellectual

propertywereconsideredandassessedat thetime. Perhapsmoreimportantly inmore

recenttimeshasbeentheassumptionthat theseagreedoutcomesareappropriatewhen

theexpectationoffreer trademaynot havebeenrealized.Therecentlyconcluded

negotiation of theInternationalTreatyon Plant GeneticResourcesfor Foodand

Agriculture (PGRFATreaty)59illustratesthis contention.

Australiarecentlyconcludedits negotiationofthePGRFATreatythatis centralto

Australiamaintainingaccessto key germplasmto maintainits agricultural

competitiveness.ThePGRFATreatyincludedakeyprovisiondealingwith intellectual

propertyprivilegesoverplant geneticresourcesaccessedfrom thePGRFATreaty’s

Multilateral System.60TheDepartmentofAgriculture,ForestryandFisheriesledthe

negotiations,61andpresumablythenegotiationstanceadoptedby Australiaaddressingthe

patentprovisionsincludedtheperspectivesfrom otherAustralianGovernment

58 Seefor exampleIndustryCommission,ExtendingPatentL~f~: Is it in Ausfralia ‘s EconomicInterests?,

StaffInformationPaper(1996)29; this paperreportsthat ‘[a]ccording to theAustralianIndustrialProperty
Organisation..., Australiainitially advocateda minimumperiodof 15 yearsfor theterm ofa standard
patent,asa suitablecompromisebetweentheneedsofdevelopinganddevelopedcountries.Australia
accededto a minimumtermof 20 yearsinorderto ensurethesuccessfulcompletionof theUruguayRound
negotiationsof theGATT’ (29).
~ [2002]ATNIF 14.
60 Foranoverviewof thetreatyandareviewof thenegotiatingprocessconcemingtheintellectualproperty
relatedprovisionsseeCharlesLawson,Patents,plantbreeder’srights andtheInternationalTreatyon
Plant GeneticResourcesfor FoodandAgriculture, Submissionto theJointStandingCommitteeon
Treatiesinquiry into theIntemationalTreatyon PlantGeneticResourcesfor FoodandAgriculture (2004).
61 SeeDepartmentof Agriculture,FisheriesandForestry— Australia,AnnualReport2001-02(2002)41.
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Departmentsandotherstakeholderswith overlappinginterest.62ThePGRFATreaty

addressesa subsetofmaterialscoveredin partby the Conventionon Biological
63 itsDiversity and implementationin Australiain theEnvironmentProtectionand

BiodiversityConservationAct1999 (Cth)64accordingto adifferent schemethatincludes

theplaceofpatentprivilegesdealtwith by theDepartmentofEnvironmentand

Heritage.65OtherDepartmentswith a likely direct interestincludetheDepartmentof

Industry,TourismandResourcesdealingwith patents,66theDepartmentofForeign

Affairs andTradedealingwith treatiesandtradepolicy,67 theDepartmentofEducation,

ScienceandTrainingdealingwith science(andscienceresearch)policy,68 andanumber

ofotherAustralianGovernmententitieswith sectoralinterest,suchastheResearchand

DevelopmentCorporationswith particularagriculturalconstituencies,69Stateand

Territory governmentswith agriculturalprograms70andthenon-governmentsectorswith

particularinterests.71ThemainpurposeofthePGRFATreatywasto dealwith particular

plantgeneticresourcesfor foodandagriculture,with intellectualpropertyissuesbeingan

62 TheNationalInterestAnalysis setsouta list of entitiesconsultedduring negotiation,signatureand

proposedratification: http://www.aph.gov.au/house/committee/isct/verfa/treaties/purfania.pdf,all 1; see
also Commonwealth,ParliamentaryDebates,Senate,3 December2002,7085(DocumentsTabled).
63 [1993]ATS 32; this potentiallyincludesmaterialscoveredby the Conventionon theLaw oftheSea:
[19941ATS 31.
64 Forananalysisof therelevantintellectualpropertyprovisionsseeCharlesLawsonandCatherine
Pickering,‘The Conflictfor PatentedGeneticMaterialsUndertheConventionon BiologicalDiversityand
theAgreementon TradeRelatedAspectsofIntellectualPropertyRights’ (2001) 12 AustralianIntellectual
PropertyJournal 104;CharlesLawsonandSusanDowning, ‘It’s PatentlyAbsurd— BenefitSharing
GeneticResourcesfrom theSeasAccordingto UNCLOS,theCBD andTRIPs’ (2002)5 International
JournalofWildlife LawandPolicy211.
65 SeeAdministrativeArrangementOrder(18 December2003) schPt 7; this isto beeffectedthrough
regulationsundertheEnvironmentProtectionandBiodiversityConservationAct 1999(Cth); for an
analysisof theseregulationsseeBrad Sherman,‘RegulatingAccessandUseof GeneticResources:
IntellectualPropertyLaw andBiodiscovery’(2003)25 EuropeanIntellectualPropertyReview301, 302.
66 SeeAdministrativeArrangementOrder(18 December2003)schPt 13.
67 SeeAdministrativeArrangementOrder(18 December2003)schPt 10.
68 SeeAdministrativeArrangementOrder(18 December2003) schpt 5.
69 ForexampletheGrainsResearchandDevelopmentCorporationnnderthePrimary Industriesand

EnergyResearchandDevelopmentAct 1989(Cth) andGrainsResearchandDevelopmentCorporation
Regulations1990(Cth) andtheRural IndustriesResearchandDevelopmentCorporationunderthePrimary
IndustriesandEnergyResearchandDevelopmentAct 1989 (Cth) andtheRuralIndustriesResearchAnd
DevelopmentCorporationRegulations2000(Cth).
70 ForexampletheTasmanianGovemment,Submissionto theJointStandingCommitteeon Treaties,
Submissionto theJoint StandingCommitteeon Treatiesinquiry into theIntemationalTreatyonPlant
GeneticResourcesfor FoodandAgriculture (2003).
~“ SeeforexampletheSeedIndustryAssociationofAustralia,Submissionto theJointStandingCommittee
on Treaties,Submissionto theJointStandingCommitteeon Treatiesinquiryinto theIntemationalTreaty
onPlantGeneticResourcesfor FoodandAgriculture(2003).
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ancillarymatter.However,exactlyhowtheDepartmentofAgriculture,Forestryand

Fisheriesformulateda negotiatingstancefor dealingwith thepatentrelatedissuesin the

PGRFATreatyareuncertain,althoughthenegotiatingdocumentssuggestAustralia

assumedthattheexistingdomesticpatentpolicy settingwerenecessarilyappropriate:

Australia’sprimaryconcemis to ensurethatthefinal formulation ofthis [intellectualproperty]

provisionis clearandenablesAustraliato continueto exerciseits existingrightsin accordancewith

domesticandintemationallaw. FromanAustralianperspective,it is essentialthatthefinal text allows

continuationof our domesticpolicy permitting[intellectualproperty]protectionfor geneticmaterial

which meetsrelevantstandards.72

Thesignificanceofthisnegotiatingstancewasto assumethattheexistingpolicy settings

wereappropriate,whenin thecircumstancesit is not certainthatAustralia’sneedfor

accessto key germplasmis necessarilybenefitedby commodifyingthedevelopmentsto

theseresources.73In an attemptto assessthewaytheAustralianGovernmentmakesand

thenimplementsits policy dealingwith intellectualpropertyaseriesofquestionswere

directedto eachoftheministries.74Theresultsweresignificantin suggestingthatthe

incidentalplaceofintellectualpropertyin internationalanddomesticagreements,and

theirlikely effectsacrosstheAustralianGovernment’sbusiness,werepoorlyunderstood.

If this is correctthentheinput ofthesevariouspartsof theAustralianGovernmentmay

notnecessarilyreflectaproperconsiderationofthecosts,benefitsandconsequencesof

theexisting intellectualpropertypolicy settings.

72 Council oftheFoodandAgricultureOrganisationoftheUnitedNations,InternationalUndertakingon

PlantGeneticResourcesInformationPursuanttoRuleXATL1 oftheGeneralRulesoftheOrganisation,CL
121/5-Sup.1(2001)6.
~ Foranassessmentof this contentionseeCharlesLawson, ‘PatentsandtheCGIAR systemof
IntemationalAgriculturalResearchCentres’germplasmcollectionsundertheIntemationalTreatyon Plant
GeneticResourcesfor FoodandAgriculture’ (2004)55AustralianJournalofAgricultural Research307;
CharlesLawson,Patents,plantbreeder’srightsand theInternationalTreatyon PlantGeneticResources
for FoodandAgriculture, Submissionto the JointStandingCommitteeon Treatiesinquiry into the
IntemationalTreatyon PlantGeneticResourcesfor FoodandAgriculture (2004); SeedIndustry
Associationof Australia,Submissionto theJoint StandingCommitteeon Treaties,Submissionto theJoint
StandingCommitteeon Treatiesinquiry into theIntemationalTreatyon PlantGeneticResourcesfor Food
andAgriculture (2003).
~“ Letterswerepreparedandsentto eachCabinetMinisteron 12 September2003,eachletter settingoutan
identicalseriesof questions.
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While thesequestionsdirectedto eachof theministrieswereaboutintellectualproperty

generally,theyprovidesomeinsight into theparticularapproachto developingandthen

implementingapatentpolicy. Thequestionsdirectedto eachministry were:75

Pleasecanyou outline:

(a) howtheAustraliangovernmentinterpretsits commitmentsto internationalintellectual

propertyright schemes;

(b) how your departmentinterpretsits commitmentsto internationalintellectualpropertyright

schemes;

(c) how your departmentimplementsits commitmentsto intemationalintellectualpropertyright

schemes,takinginto accountthedifferentviewsandinterests:

(i) acrossthewholeof government;and

(ii) within yourportfolio (orotherrelevantgroupingswithin your portfolio

responsibility);

(d) how your departmentresolvescompetingviewsandinterestsacrossthedifferentareaswithin

your portfolio aboutintellectualpropertyright issues;

(e) how NationalCompetitionPolicyhasarole in determiningyour department’sinterpreting,

developingandimplementingintellectualpropertyrightpolicy andpractice;

(f) how thewholeof governmentintellectualpropertyrightpolicy is takeninto accountby your

departmentin negotiatingagreementsthat involve intellectualpropertyissues,both:

(i) domestically;and

(ii) internationally;and

(g) how aretheviews andinterestsof thoseoutsidegovernmenttakenontoaccountin:

(i) interpretingand implementingyour department’scommitmentsto intellectual

propertyrights; and

(ii) resolvingcompetingviewsandinterestsacrossyourportfolio (or otherrelevant

groupingswithin your portfolio responsibility)aboutintellectualpropertyrights.

Noneoftheresponsesspecificallydealtwith eachquestion,insteadprovidingeithera

generalresponse,76orreferringthematterto anotherdepartmentfor aresponse.77

~ TheministrieswereThePrimeMinister, Ministerfor EmploymentandWorkplaceRelations,the
Attorney-General,Ministerfor Communications,InformationTechnologyandtheArts, Ministerfor
TransportandRegionalServices,MinisterforForeignAffairs, Minister for Defence,Ministerfor the
EnvironmentandHeritage,Ministerfor Industry,TourismandResources,Minister for Financeand
Administration,Ministerfor Education,ScienceandTraining,Ministerfor HealthandAgeing,Ministerfor
ImmigrationandMulticultural andIndigenousAffairs, TheTreasurer,Ministerfor Agriculture,Fisheries
andForestry,Ministerfor TradeandMinisterfor Family andCommunityServices.
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Accordingto theAdministrativeArrangementOrders,78thefollowing departmentsdeal

with thefollowing statutoryintellectualpropertyschemes:copyrightby theAttorney-

General’sDepartment,79patents,trademarksanddesignsby theDepartmentofIndustry,

TourismandResources.80Thefollowing legislationis administeredby thefollowing

Ministers:CopyrightAct1968 (Cth), Circuit LayoutsAct1989(Cth) by theAttorney-

General,81PatentsAct,DesignsAct1906(Cth)82andTradeMarksAct1995(Cth) by the

Minister forIndustry,TourismandResources.83Theformalresponsessuggestthereis

someconfusionaboutwherethepolicy responsibilityfor intellectualpropertyresidesin

theAustralianGovernmentandin particulartheresponsibilityfor makingand

articulatingpolicy. Thus,theMinisterfor Agriculture, FisheriesandForestryandthe

TreasuryconsideredtheAttorney-Generalwasresponsiblefor all intellectualproperty

issues.84TheMinisterfor TransportandRegionalServicesconsideredtheMinisterfor

Communications,InformationTechnologyandtheArt wasresponsible.85The

DepartmentofthePrimeMinisterandCabinetconsideredtheMinisterfor Industry,

TourismandResourceswasresponsible.86 TheDepartmentofEmploymentand

WorkplaceRelationsconsidered‘the AustralianGovernment’sIP policiesis shared

betweentheAttorney-General’sDepartment,theDepartmentofCommunicationEs],

76 Ministerfor Education,ScienceandTraining,Departmentof Communications,InformationTechnology

andtheArts, Ministerfor Industry,TourismandResources,Ministerfor Defence,Departmentof Foreign
Affairs andTrade,Departmentof EnvironmentandHeritage,Attorney-General’sDepartment,Ministerfor
FinanceandAdministration,Departmentof Family andCommunityServicesandDepartmentof Health
andAgeing.
~ Ministerfor Agriculture, FisheriesandForestry,Ministerfor TransportandRegionalServices,
Departmentof PrimeMinisterandCabinet,Departmentof EmploymentandWorkplaceRelations,The
TreasuryandDepartmentof ImmigrationandMulticultural andIndigenousAffairs.
78 Madeby theGovernor-GeneralofAustraliaon 18 December2003.
~ SeeAdministrativeArrangementOrder (18 December2003) schPt 2.
80 SeeAdministrativeArrangementOrder (18 December2003)schPt 13.
81 SeeAdministrativeArrangementOrder (18 December2003)schpt 2.
82 Notingthat theDesignsAct2003(Cth) ss1 and2 commencedon 17 December2003(sees2) andthe

remainingprovisionson proclamation(sees 2).
83 SeeAdministrativeArrangementOrder (18 December2003) schPt 13.
84 Letter, Office of theHonWarrenTrussMPto theauthor,24 December2003;Letter,TheTreasuryto the

author, 11 November2003.
85 Letter, Office ofthe HonJohnAndersonMP to the author,25 September2003.
86 Letter, DepartmentofPrimeMinisterandCabinetto theauthor,25 September2003.
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InformationTechnologyandtheArts andIP Australia’.87TheDepartmentofthe

EnvironmentandHeritageconsideredtheAttorney-Generalhadformal responsibilityfor

all copyrightmatters.88TheMinisterforFinanceandAdministrationconsidered

intellectualpropertypolicy wasundertheportfolio responsibilityoftheMinisterfor

Industry,TourismandResources.89TheDepartmentofFamily andCommunityServices

consideredtheDepartmentof Communications,InformationTechnologyandtheArts

wasresponsiblefor mostgovernmentpolicy on intellectualpropertysharing

responsibilityfor copyrightmatterswith theAttorney-General’sDepartment.90The

Ministerfor DefenceconsideredAustralianGovernment’sintellectualpropertypolicies

weresharedbetweentheAttorney-General’sDepartmentandtheDepartmentof

Communications,InformationTechnologyandtheArts.9’

A numberofotherdepartmentsandministersalso administerlegislativeschemesdirectly

affectingintellectualproperty.For exampletheAttorney-GeneraladministerstheTrade

PracticesAct1974 (Cth) Pt V,92 theMinister forIndustry,TourismandResourcesthe

OlympicInsigniaProtectionAct1987 (Cth),93theMinister for Agriculture,Fisheriesand

Forestryfor certaininformationsuppliedaccordingto theAgricultural andVeterinary

ChemicalsCodeundertheAgricultural and VeterinaryChemicalsCodeAct1994 (Cth),94

theMinisterfor HealthandAgeing for certaininformationsuppliedunderthe

TherapeuticGoodsAct1989 (Cth)95andtheGeneTechnologyAct2000(Cth),96the

87LetterDepartmentof EmploymentandWorkplaceRelationsto theauthor,26 September2003;noting

that IP Australiais within theportfolio responsibilityof theMinisterfor Industry,TourismandResources:
seeAdministrativeArrangementOrder (18 December2003) schpt 13.
88 Letter,Departmentof theEnvironmentandHeritagetotheauthor,8 October2003.
89 Letter,Office of theHonNick Minchin to theauthor,17 October2003.

90 Letter,Departmentof Family andCommunityServicesto theauthor,13 October2003.
~‘ Letter, Office of Senatorthe Hon RobertHill to theauthor,30 September2003.
92 SeeAdministrativeArrangementOrder (18 December2003)schPt2; this concernsmisleadingand
deceptiveconductunderthe TradePracticesAct 1974(Cth) ss52 and53.
~ SeeAdministrativeArrangementOrder (18 December2003)schPt 13; thismakestheAustralian
Olympic Committeeto ownerof varioussymbols,designs,mottosandimagessubjectto copyright,design
andtrademarklegislation:seeOlympicInsigniaProtectionAct 1987(Cth) s lA (simplifiedoutline).
~ SeeAdministrativeArrangementOrder (18 December2003)schPt 1; seeAgricultural andVeterinary
ChemicalsCodeAct 1994 (Cth) s4(Codes 3)).
~ SeeAdministrativeArrangementOrder (18 December2003) schPt 11; seeTherapeuticGoodsAct 1989
(Cth) s25A.
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Ministerfor EnvironmentandHeritagefor accessto geneticresourcesunderthe

EnvironmentProtectionandBiodiversityConservationAct1999 (Cth),97andsoon.

Unfortunately,noneoftheformal responsesaddressedtheseintellectualpropertyissues

despiteanumberofDepartmentsleadingtheinternationalanddomesticpolicy on these

issues.ForexampletheDepartmentofEnvironmentandHeritageis responsiblefor

developingtheintellectualpropertyguidelinesfor complyingwith theaccessto genetic

resourcesschemeundertheEnvironmentProtectionandBiodiversityConservationAct

1999(Cth).98Theformal responsefor theDepartmentof EnvironmentandHeritageonly

addressedcopyrightissues!99

Further,theAdministrativeArrangementOrdersetsout themattersrelatingto those

Departments,andundertheseordersmanyofthemattersrelatingto theDepartments

(administeredby theMinister ofState)includeintellectualpropertyconsiderations.100

Unfortunately,thesebroaderissueswere only addressedin formal responsesfrom the

Ministerfor Education,ScienceandTrainingaddressingtheintellectualpropertyissues

associatedwith domesticfundingarrangementsandcopyrightassociatedwith the

educationandtraining sectors,101andtheDepartmentofCommunications,Information

TechnologyandtheArt ascopyrightaffectscommunications,informationtechnology

andthe ~~102

As aminimumeachministry anddepartmentmighthavebeenexpectedto havean

interestin intellectualproperty103aspartof its obligationsundertheFinancial

96 SeeAdministrativeArrangementOrder (18 December2003)schPt 11; for variouslicensesauthorising

specifieddealingswithoneor morespecifiedgeneticallymodifiedorganisms:GeneTechnologyAct2000
(Cth) s 185.
~ SeeAdministrativeArrangementOrder (18 December2003)schPt 7.
98 SeeAdministrativeArrangementOrder (18 December2003) schPt 7.

Letter,Departmentof EnvironmentandHeritageto theauthor,8 October2003.
100 SeeAdministrativeArrangementOrder (18 December2003) cls 1 and2.
101 Letter,Office of theMinisterforEducation,ScienceandTrainingto theauthor,2 December2003.
102 Letter,Departmentof Communications,InformationTechnologyandtheArt to theauthor,22 October

2003.
103 TherecentAuditor-General’sreportinto theintellectualpropertypracticesof theCommonwealth
providesfurther insights:seeAuditor-General,IntellectualPropertyPolicies andPracticesin
CommonwealthAgencies,PerformanceAuditReportNo 25 (2004).
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ManagementandAccountabilityAct1997(Cth) dealingwith procurement,’04fraud,’05

spendingproposals,106therecoveryofdebts,107andfuturecommitmentsofpublic

money.108 Someoftheseissueswereaddressedin theformal responsesfrom theMinister

for Education,ScienceandTraining,109theMinister for FinanceandAdministration,110

theDepartmentofFamily andCommunityServices,111theDepartmentofImmigration

andMulticultural andIndigenousAffairs,’12 andtheDepartmentofHealthandAgeing.’13

While it is possibletheformalresponsesreflectedtheparticularknowledgeand

understandingofthe lefferwriter ratherthantheactualministry ordepartmentalpractice,

theresponsesdo suggestsomeconfusionoverthecapacityof consultationto delivera

coherentpolicy in thedisparaterole ofintellectualpropertyin thesevariousagreements

negotiatedby theAustralianGovernment.Ofparticularconcernwastheresponseofthe

Minister for Agriculture,FisheriesandForestrymerelyproviding: .... asthe

responsibilityfor intellectualpropertyissueslieswith theAttorney-General... I have

forwardedyourletterto his officefor attention’.’ ‘~ Giventhegrowingrole ofintellectual

propertyin variouspartsofagriculturalpolicy (suchasagriculturalandveterinary

chemicals,accessto geneticresources,agriculturalexporttrade,andso on),avery

different responsemighthavebeenexpected.If theresponseis in factcorrect,and

properlyreflectstheMinister’s responsibilities,therole oftheDepartmentofAgriculture,

FisheriesandForestryin negotiatinginternationalagreementsdealingwith intellectual

propertyissuesshouldbe reviewed.

104 FinancialManagementandAccountabilityRegulations1997(Cth) rr 7 and8; Departmentof Finance

andAdministration,CommonwealthProcurementGuidelines& BestPracticeGuidance(2002).
105 FinancialManagementandAccountabilityRegulations1997(Cth) rr 19 and20; seealsoFinancial

ManagementandAccountabilityOrders1997 (Cth) 00 2.2.1-2.2.3.
106FinancialManagementandAccountabilityRegulations1997(Cth) rr 9 and 13;notingthatspecific

provisionsapplyto loanguarantees:FinancialManagementandAccountabilityRegulations1997(Cth) r
14.
107 FinancialManagementandAccountabilityAct 1997(Cth) s47.
108 FinancialManagementandAccountabilityRegulations1997(Cth) rr9, 10 and 13.
‘o~ Letter, Office oftheMinisterfor Education,ScienceandTrainingto theauthor,2 December2003.
WO Letter, Officeof theHonNick Minchin to the author,17 October2003.
~ Letter,Departmentof Family andCommunityServicesto the author,13 October2003.
112

Letter,Departmentof ImmigrationandMulticultural andIndigenousAffairs to theauthor,7 November
2003.
113 Letter,Departmentof HealthandAgeingto theauthor,3 December2003.
‘14Letter,Office of theHon WarrenTrussMP to the author,24 December2003.
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Perhapsthemostinterestingresponsefor thepurposesofthissubmissionwasfrom the

ParliamentarySecretaryto theMinister for Industry,TourismandResourcesaddressing

patents,trademarksanddesigns.”5As ageneralisationtheParliamentarySecretary

asserted:

In thebroadestsense,thedevelopmentof thegovernment’spolicy agendainvolvesa carefulbalanceof

competingneedsto achievetheoverallaim ofensuringthebestinterestsof all Australians,andthe

nation as awhole,are served.With regardto intellectualproperty,this balancetakesinto consideration

theviews andimpactsonintellectualpropertyright owners,businessandindustry;theAustralian

public generally;thepotentialeffectson innovation,investmentandtrade;ourinternationalobligations

andtheoveralleffect ontheAustralianeconomy.’16

TheParliamentarySecretaryappearsto acknowledgethatthereis no comprehensive

patentpolicy, with theAdvisory Council on IntellectualPropertyprovidingadviceon

particularpolicy matters.”7

TheParliamentarySecretaryappearsto placeconsiderableweightontheIPCR

Committee’sreviewofintellectualpropertyundertheCPA:

The IPCRCidentifiedandreviewedareasof seriousconcernfor competitionandtheyrecommended

changesto thoseaspectsof the intellectualpropertylaws thatgrantexclusiveprivilegesnotneededto

encourageanefficient levelof investmentin creativeeffort. Thereportstandsasa benchmarkon

which thegovernmentcanassesstheeffectsof competitionof futureproposedintellectualproperty

policy initiatives.’’8

In respectofBackingAustralia‘s Ability theParliamentarySecretarysays:

115 Letter,ParliamentarySecretaryto theMinisterfor Industry,TourismandResourcesto theauthor,not

dated.
116 ParliamentarySecretary’sletter, aboven 115.
117 ParliamentarySecretary’sletter, aboven 115.
118 ParliamentarySecretary’sletter, aboven 115.
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Thegovernment’scommitmentto implementingits intellectualpropertyrightspolicy agendais

reflectedin therespectivelegislationwhich implementstheserightsandits programswhich promote

andsupportinnovation,suchasthoseoutlinedin thegovernment’sBackingAustralia’sAbility (BAA)

statement.TheBAA intellectualpropertyinitiativesare aimedat developingarobustintellectual

propertyregime,facilitating easyaccessto informationonprotectionandpromotingresearchand

developmentthroughhelpingto bettercapturereturnsfrom commercialisingAustralianideasand

products.Theseinitiativesaredevelopedby expertgroupsafterlengthydebate,discussionand

consultationspriorto theBAA announcement.

Ontherole of IP Australiaandits involvementin internationalnegotiations:

With regardto theactivities ofIP Australia,their role is to implementthegovernment’spolicy agenda

throughtheadministrationofthepatent,trademarkanddesignlegislationandrelevantintellectual

propertyprograms.In undertakingthis role theyconsultregularlywith relevantinterestgroupsand

stakeholdersboth within andoutsidegovernment.Theyplay a role in internationalforaonly insofaras

this reflectsthegovernment’sstatedpolicy objectives.This largelyrevolvesaroundworking with the

World IntellectualPropertyOrganisationto assistourregionalneighborsdevelopanintellectual

propertyadministrativecapacityandto harmoniseintellectualpropertyproceduresworldwide to make

for easierandspeedieraccessforAustralianbusinesses.IP Australiadoesnotnegotiateinternational

agreementsassuch,however,it providesinput to intellectualpropertyaspectsof treatynegotiations

andagreements.’20

Thesignificancethis submissionplaceson theresponsesto thesequestionsis that:

(a) Thefountofpolicy for intellectualpropertyin theAustralianGovernmentis

poorly understoodby variouspartsofgovernmentsoonepartofgovernmentwith

an intellectualpropertyissuemaynot necessarilyapproachthecorrectpartof

governmentwith appropriatepolicy knowledgeaboutthe issuein question.This

maybeofsomeconcernwherepartsoftheAustralianGovernmentareconsulted

aboutthe likely impactsofintellectualpropertyproposalson theircorebusiness

activitiesandconstituencies;

~ ParliamentarySecretary’sletter,aboven 115.
120 ParliamentarySecretary’sletter, aboven 115.
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(b) Thereis nocomprehensiveAustralianGovernmentpatentpolicy sothatthefinal

determinationof apolicy questionwill dependon thepartoftheAustralian

Governmentmaking thedecision,andin respectofpatentsthismaynotbe IP

Australia(in theDepartmentofIndustry,TourismandResources)thathas

responsibilityfor dealingwith patents;

(c) TheAustralianGovernmentconsiderstheIPCRCommittee’sreviewof

intellectualpropertylegislationsetsa ‘benchmark’to assessfutureintellectual

propertyinitiatives;and

(d) BackingAustralia‘s Ability, thepolicy document,reflectsinnovationinitiatives

thatarein additionto theexisting legislativeschemesthatimplementthe

AustralianGovernment’sintellectualpropertypolicy agenda.Further,the

legislativeschemesthemselvesreflect theAustralianGovernment’sintellectual

propertypolicy agenda.

Thefollowing Part5 assesstheassertionthattheIPCRCommittee’sreviewof

intellectualpropertylegislationsetsa ‘benchmark’to assessfutureintellectualproperty

initiativesandPart6 assessesthe ‘flexibility’ in TRIPs,especiallyaftertheDoha

Ministerial Declaration.Thisassessmentis significantasit challengestheconclusionthat

theIPCRCommittee’sreviewnecessarilysetsanappropriate‘benchmark’whenit failed

to considerkey controversiesin thepatentarena.Further,theassessmentofTRIPs

‘flexibility’ showsthatamorenuancedpatentpolicy is possiblethatenablesAustraliato

tailor its patentlaws(andcompetitionlaws)to suit its particulareconomicandsocial

circumstances.This is importantasPart7 showsthattheAUSFTA will likely limit

TRIPs’ ‘flexibility’ by failing to articulatetheobjectsandprinciplesofTRIPs.
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5. COMPETITION POLICY IN AUSTRALIA

As a measureofthecollectiveconcernaboutthehigh socialcostsfrom restrictionson

competition(togetherwith the inefficienciesin themarketfrom lessthanoptimal

allocationofresources),Australiahasundertakenan extensivereviewofits regulations

andgovernmentactionsto removeanti-competitivearrangementsthatcannotbejustified

to achieveanidentifiable ‘public interest’~121Thefollowing sectionsconsiderthekey

aspectsofthedevelopedNCPfrom its foundationsin theIndependentCommitteeof

Inquiry into CompetitionPolicy in Australia (HilmerCommittee)reportandtheCPAto

thefollowing legislativereviewsrequiredby theCPA andconductedby theNCC andthe

IPCRCommittee.TheIPCRCommitteeapproachto patentprivilegesis thencontrasted

with its approachto parallelimport restrictionsundertheCopyrightsAct1968 (Cth).

5.1 Hilmer Committeeand the CPA

TheHilmer Committeeundertooka broadrangingpolicy reviewoftherestrictionson

competitionin Australiaandproposedanumberofreformsdirectedto removingbarriers

to competitionwith the aim ofbenefitingconsumers,promotingbusinesscompetition,

fosteringinnovationandmakingtheAustralianeconomymoreflexible, thereby

improving its capacityto respondto externalshocksandchangingmarket

opportunities’.122TheHilmer Committeereportidentifiedtwo aspectsofintellectual

propertythatrequiredfurtherreview:

(a) Theexemptionof certainconditionsin licensesandassignmentsof intellectual

propertyin theTradePracticesAct— heretheHilmer Committeereportexpressed

someconcernabouttheexistingschemeof exemptionssaying ‘[t]he Committee

wasnotpresentedwith anypersuasiveargumentsasto why intellectualproperty

121 Thisprocessmaybetracedbackto theestablishmentofa NCPfollowing theHilmer Committeereport

(IndependentCommitteeofInquiry into CompetitionPolicy in Australia,NationalCompetitionPolicy
(1993)(Hilmer Committee)),theenactmentof provisionsfollowing theGovernmentresponseto the
Hilmer Committee(CompetitionPolicyReformAct1995(Cth)) andformalagreementof a NCPbetween
theCommonwealth,StatesandTerritories(seeNationalCompetitionCouncil, CompendiumofNational
CompetitionPolicyAgreements(1997));seeMinisterial Statement,Houseof RepresentativesHansard, 12
March 1991, 1761 (PrimeMinister); detailsaboutthestewardingoftheNCP agreementarereviewedin E
Harman,‘TheNationalCompetitionPolicy: A Studyof thePolicyProcessandNetwork’ (1996)31
Australian JournalofPolitical Science205,208-217.
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rights shouldreceiveprotectionbeyondthatavailableundertheauthorization

process[in theTradePracticesAct]‘~123 TheHilmerCommittee‘sawforce’ in

argumentssuggestingtheexemptionsbe reformedbut concludedit wasnot

placedto make‘expertrecommendations’andsuggestedthatthemattershouldbe

examinedfurtherto ‘assesswhetherthepolicy reflectedby theexemptionis

appropriate’.124TheNCC andIPCRCommitteesubsequentlyundertookthe

reviewoftheexemption,andthis is consideredin thefollowing sections;and

(b) Theregulatoryrestrictionson competitioncontainedin statutesorsubordinate

legislation— heretheHilmer Committeereportidentifiedthe ‘temporary

monopolies’givento protectintellectualpropertyasaregulatorybarrierto market

entry.’25TheHilmer Committeerecommendedthat‘[a] mechanismto promote

reformofregulationthatunjustifiablyrestrictscompetitionform a centralplank

ofanationalcompetitionpolicy’126 andthenrecommendedall Australian

governmentsabideby aseriesofprinciples,includingthat:

• ‘[t]here shouldbe no regulatoryrestrictionson competitionunlessclearly

demonstratedto be in thepublic interest’;127

• ‘[p]roposals fornewregulationthathavethepotentialto restrictcompetition

shouldincludeevidencethatthecompetitiveeffectsoftheregulationhave

beenconsidered;thatthebenefitsof theproposedrestrictionoutweighthe

likely costs;andthattherestrictionis nomorerestrictivethannecessaryin the

public interest’;’28 and

• ‘[a]ll existing regulationthat imposesasignificantrestrictiononcompetition

shouldbesubjectto regularreviewto determine’thattherestrictionon

competitionis ‘clearly demonstrated’to be in the ‘public interest’.’29

122 Hilmer Committee,aboven 121,xvi.
123 Hilmer Committee,aboven 121, 150.
124 Hilmer Committee,aboven 121, 151.
125 Hilmer Committee,aboven 121, 195.
126 Hilmer Committee,aboven 121,211.
127 Hilmer Committee,aboven 121,212.
128 Hilmer Committee,aboven 121,212.
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Following theHilmer Committeereport,anumberofmeasureswereinitiatedto put the

report’sbroaderrecommendationsinto effect.’30 Theseincludedamendmentsto the Trade

PracticesActandPricesSurveillanceAct1983(Cth),’3’ threeinter-governmental

agreements(including theCPA), andrelatedreformsto theelectricity,gas,waterand

roadtransportindustries.132A siguificantpartoftheCPA wasthatgovernmentsaround

Australiareviewtheanti-competitiveeffectsoftheirexisting legislation133andensure

thoseproposalsfor newlegislationthatrestrictscompetitionbeconsistentwith the

‘guidingprinciple’:134

that legislation(includingActs, enactments,Ordinancesor regulations)shouldnotrestrict

competitionunlessit canbedemonstrated135that:

(a) thebenefitsof therestrictionto thecommunityasa wholeoutweighthecosts;and

(b) theobjectivesof the legislationcanonly beachievedby restrictingcompetition.136

A timetablefor reviewinglegislationwasagreedin 1996.137In compliancewith theCPA,

andtheagreedtimetableforreviewinglegislation,theNCC138reviewedtheexemptionof

129 Hilmer Committee,aboven 121,212.
130 Fora reviewofthekey measuresandoperationof theNationalCompetitionPolicy seeRDeighton-

Smith, ‘NationalCompetitionPolicy: Key Lessonsfor Policy-makingfrom itsImplementation’(2001)60
AustralianJournalofPublicAdministration29.
‘~‘ SeeCompetitionPolicyReformAct1995 (Cth);seealsothe SecondReading,CompetitionPolicy
ReformBill 1995,Houseof RepresentativesHansard,30 June1995,2793-2801(AssistantTreasurer);
correspondinglegislativeamendmentswerealsoto beintroducedin thevariousStatesandterritories.
132 SeeNationalCompetitionCouncil, CompendiumofNationalCompetitionPolicyAgreements(1997).
133 CompetitionPrinciplesAgreementcl 5(3).

~ CompetitionPrinciplesAgreementcl 5(5).
135 Theconstmctionof theCompetitionPrinciplesAgreementcl 5(1)relieson the term‘demonstrated’in
settingout thestandardto beachievedin applyingthe ‘guiding principle’ in reviewingexisting legislation
andproposedlegislationthatrestrictscompetition,while theCompetitionPrinciplesAgreement,cl 5(5)
expresslyrequires‘evidence’ thatproposedlegislationrestrictingcompetitionis consistentwith the
‘guiding principle’. While this mightbe constmedasa lowerstandardfor reviewingexistinglegislation,
the preferableconstmctionis evidencedemonstratingthattheguidingprinciplehasbeensatisfied.That is,
‘legislation thatrestrictscompetitionmustbe accompaniedby evidencethatthebenefitsoftherestrictionto
thecommunityasawholeoutweighthecosts,andthat theobjectivescanonlybe achievedby restricting
competition’:ProductivityCommission,RegulationandIts Review2002-03,Annual ReportSeries(2003)
7; seealsoNationalCompetitionCouncil,National CompetitionCouncilLegislationReviewCompendium
(2002)1.
136 CompetitionPrinciplesAgreementcl 5(1).
137 Council of AustralianGovernments,Communiqu~— 11 April 1995(1995)7; this timetablewasextended
to 30 June2002(Council of AustralianGovernments,Communiqu~—3November2000(2000)5), and
presumablyhasnow beenextendedagain:seeProductivityCommission,Regulationand Its Review2002-
03, AnnualReportSeries(2003)73-74(outstandingreviews).
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certainintellectualpropertydealingsfrom thepro-competitionprovisionsoftheTrade

PracticesAct,’39 andtheIPCRCommittee140reviewedmostCommonwealthintellectual

propertylegislation,includingthePatentsAct.’4’ Theapproachto conductingandthe

contentoftheselegislationreviewsundertheCPA is primarily addressedin theTermsof

Reference,althoughtheremaybe additionalconsideration,’42mandatoryprocedures’43

andguidancefrom othersources.’44Essentially,theobjectivesin conductingthe

legislationreviewsis to assesswhetherthearrangementsrestrictcompetition,whetherthe

benefitsto thecommunityasawhole outweighthecosts(includingthebroader

assessmentofthe ‘public interest’),thatit canclearlybedemonstratedthatthebenefits

exceedthecostsandwhetherthesameobjectivescanbeachievedby otherbetter

means.’45Further, theregulationin forceshouldbeboth ‘efficient’, in termsof

‘minimizing complianceandothercostsimposedon thecommunity’’46and‘effective in

‘addressingan identifiedproblem’.’47Thefollowing sectionsreviewtheapproachand

findingsoftheNCC (section5.2)andIPCRCommittee(section5.3) in applyingtheCPA

criteria.Theseapproachesarethencontrastedwith theapproachofthemajorityofthe

JPCRCommitteeto dealingwith parallelimport restrictionsundertheCopyrightAct

1968 (Cth) (section5.4).

5.2 National Competition Council

TheNCC’s TermsofReferenceprovided,in part,thattheNCC ‘haveregardto the

analyticalrequirementsforregulationassessmentby all Australiangovernmentssetout

138 NationalCompetitionCouncil,Reviewof Sections51(2)and5 1(3) of theTradePracticesAct 1974

(1999)(NCC).
‘39NCC, aboven 138, 148-246.
140 IPCRCommittee,aboven 21.
““ IPCRCommittee,aboven 21, 134-178.
142 Forexample,CompetitionPrinciplesAgreementcl 5(9)provides:‘Without limiting thetermsof

referenceof areview,a reviewshould:(a) clarify theobjectivesof the legislation;(b) identify thenatureof
therestrictionon competition;(c) analysethelikely effectoftherestrictionon competitionandonthe
economygenerally;(d) assessandbalancethecostsandbenefitsoftherestriction;and(e) consider
alternativemeansforachievingthesameresultincludingnon-legislativeapproaches’.
‘~‘ Seefor exampleOffice of RegulationReview,A GuidetoRegulation(1998) that apply to
‘Commonwealthdepartments,agencies,statutoryauthoritiesandboardsmaking,reviewingandreforming
regulation’(Al).
144 Seefor exampleCentrefor InternationalEconomics,Guidelinesfor NCPLegislationReviews(1999).
‘~‘~ SeeCentrefor InternationalEconomics,Guidelinesfor NCPLegislationReviews(1999)7.
146 ProductivityCommission,RegulationandIts Review2002-03,AnnualReportSeries(2003)1.
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in theCPA’ ~148However,theNCC‘ staskto reviewtheexemptionofcertainintellectual

propertydealingsfrom thepro-competitionprovisionsoftheTradePracticesActwas

complicatedby thenatureofthe legislativescheme.TheTradePracticesActimposes

pro-competitionregulationonto theconductoffirms,’49 which arethenrelaxedby

specificexemptions.’50TheTradePracticesActis expresslystatedto apply to any rights

exercisedunderthePatentsAct(andsomeotherintellectualpropertylegislation),’5’ with

anexceptionfor certainlicenseandassignmentconditions‘relating to’ thepatent.’52The

exemptionssanctionedrelateto anti-competitiveagreements,’53exclusivedealings’54and
156 of

mergers,’55but not to resalepricemaintenance ormisuse marketpower.’57TheNCC
addressedtheissuesby consideringtheexemptionsfrom theTradePracticesActto

constituterestrictionsoncompetitionbecausetheyrestrictedtheoperationoftheimposed

pro-competitionregulation.’58Further,theNCC confinedthescopeofits reviewto be

‘whether,andif so,how [theimposedpro-competitionregulation]oftheTradePractices

Actshouldregulatelicensingandassignmentofintellectualpropertyrights’.’59 However,

a significantlimitation oftheNCC‘ sapproachwasbasedon its interpretationof the

TermsofReferenceto takeaccountofexisting intellectualpropertylawsand‘assume

thatthe [existingintellectualpropertylaws]will continueto existandprovideastrong

indicationofthe Government’spreferredpolicy approachfortheregulation[of

intellectualproperty]’.’60Havingadoptedthis view, theNCC couldonly everexaminethe

existing legislativeprovisionswithout challengingthebroaderdebatesaboutthe

appropriatenessofexistingpatentthresholdsandthelikely anti-competitiveeffectsof

different thresholdstandardsundertheTradePracticesActscheme.

~ ProductivityCommission,RegulationandIts Review2002-03,AnnualReportSeries(2003)1.
148 NCC, aboven 138,vi.

TradePracticesAct pt IV.
150 TradePracticesActs51.

TradePracticesActs5 1(1); althoughthePlantBreeder’sRightsAct 1994(Cth) is notcurrently
includedin this exemptionarrangement.
152 TradePracticesAct s51(3).
‘~ TradePracticesAct ss45 and45A.
‘~ TradePracticesAct s47.
155 TradePracticesAct ss50 andSOA.
156 TradePracticesAct s48.
157 TradePracticesAct s46.

‘58NCC, aboven138,3.
159 NCC, aboven 138,3.
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TheNCCthenacceptedthatgeneralpropertyrightsandintellectualpropertyrightsshare

similar attributes’6’ sothattheyare‘neitherparticularlyfreefrom scrutinyunderthe

antitrustlaws,norparticularlysuspectunderthem”62andsimilarly, theexerciseof

intellectualpropertyrightsdid not inherentlyconflictwith pro-competitionlaws

necessarilyrequiringanexemptionfrom competitionlaw.’63 TheNCC acknowledgedthat

otherjurisdictionsdo not provideany form ofexemptionsfor restrictiveconditionsin

licensesandassignments.’TMHowever,theNCC then‘accepted”65thattheexisting

exemption‘hassomecontinuingrelevancein termsofprovidingbusinesseswith greater

certaintywhenengagingin licensingandassignmentactivity”66 with thebenefitthat

‘[t]his greatercertaintycanhelpreducethecostsassociatedwith compliancewith trade

practiceslaw andencouragemorelicensingactivity’.’67 This ‘acceptance’carriedthrough

to theanalysesof thebenefits’68andcosts’69oftheexemption,andthento the

conclusion.’70

Finally, theNCC consideredthevariousoptionsto retainingthebenefitsfrom the

exemptionwhileminimisingthecostsof anti-competitiveconduct.TheNCC concluded,

againstthe criteriaofreducingthepotentialfor anti-competitiveconduct,minimising

uncertainty,minimisingcostsandpracticalimplementation,’7’that ‘the bestoption is to

amend[the exemption]to removepricerestrictions,quantityrestrictions,andhorizontal

arrangementsfrom thescopeoftheexemption’.’72In making this assessmenttheNCC

consideredtheconsequencesof repealingtheexemption,andacceptedthattherewasno

‘60NCC aboven 138, 17.
161 NCC, aboven 138, 149.
162 NCC, aboven 138, 160; citing theUnitedStatesDepartmentof JusticeandFederalTradeCommission

Anti-trustsGuidelinesfor theLicensingofIntellectualProperty(1995)s2.1.
~ NCC, aboven 138, 163.
164 MostnotablytheUnited States:NCC, aboven 138, 150 and186-192.
165 NCC, aboven 138, 150.
166 NCC, aboven 138, 150 and 167;presumablythis wasconfinedto ‘clarifying whetherlicensing

conditionswhich havetheeffect of subdividingintellectualpropertyrights maybe anti-competitive’(167).
‘67NCC aboven 138,150 and167.
168 NCC, aboven 138,193-200.
‘69NCC aboven 138,201-213.

‘70NCC, aboven138,213.
171 NCC, aboven 138,241.
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internationaltreatyobligation,suchasTRIPs,onconstraininghow competitionlaw

mightbeappliedto intellectualproperty:’73

Repealing[theexemption]wouldremovethepotentialthat anti-competitiveconductcouldbe

exemptedfrom theoperationof theTradePracticesAct.However, the[NCC] acceptsthat repeal

would imposesomeuncertaintyandcostsonpartiesin checkingthat their agreementsdo notbreach

[thepro-competitionregulationsin theTradePracticesAct], particularlyin caseswhereit is difficult

to assessthemarketpotentialof intellectualpropertyrightsor theboundariesofthemarketsin which

theintellectualpropertyrightsmightbecommercialisedat somefuture date.Guidelinesmaynotbe

sufficientto fully alleviatethis uncertainty,particularlyin circumstanceswhereinvestorsneedabsolute

certaintyaboutthevalidity of licensingconditionsbeforethey mayproceedto investin researchand

development.’74

TheNCC thenrecommendedthattheexemptionbe retained,‘but amendedto remove

protectionfrom priceandquantityrestrictionsandhorizontalagreements’.’75TheNCC

alsorecommendedthatguidelinesbeformulatedto assistin determiningwhen

intellectualpropertylicensesandassignmentsmightbeexemptfrom, orbreach,the

TradePracticesAct,andwhatbreachingconductmightbeauthorisedunderthe Trade

PracticesAct.’76

AlthoughtheNCC did undertakeaprocessof identifyingthebenefitsandcostsofthe

exemptionfrom competition,’77thefinal conclusionswerebasedon theNCC’s

‘acceptance”78and‘consideration”79that, subjectto priceandquantityrestrictionsand

horizontalagreements,restrictingcompetitionby patentprivilegeswasdesirable.At best

thebenefitsweremerely ‘greaterbusinesscertainty’,’80while thecostsin termsofanti-

172NCC aboven 138,241.

~ NCC, aboven 138,227-230.
‘v” NCC, aboven 138,242.

~ NCC, aboven 138, 243.
‘76NCC aboven 138, 245.

‘77NCC,aboven138, 193-213.
178 Seefor exampleNCC, aboven 138,242.

~ Seefor exampleNCC, aboven 138, 200 and213.180NCC aboven 138,200.
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competitiveconductrangedacrossall conduct,butwith mostbeingconfinedto

horizontalarrangementsandvertical arrangementsthat facilitatehorizontalagreements.’8’

Interestingly,theNCCposedsignificantcounterargumentsto thoseput to it thatwere

not thenaddressed,includingtheresidualuncertaintyabouttheoperationof theexisting

exemption,’82the absenceof asimilarexemptionin otherjurisdictionsthat doesnot

appearto haveharmedinvestmentin research,’83theminorfactorfavorablecompetition

law treatmentwouldbe in anydecisionsaboutinvestingin innovation,’84andtheglobal

natureoflicensingintellectualpropertymeaningthat favorabletreatmentin one

jurisdictionmaynot apply in anotherjurisdictionthusquestioningtheneedfor favorable

treatment.’85Eachofthesemattersshouldhavechallengedthe ‘acceptance’and

‘consideration’ofbenefitfrom excludingsomeintellectualpropertyrelatedconductfrom

the TradePracticesAct.Further,theNCC failedto considerthattheTradePracticesAct

is directedto limiting only someperseanti-competitiveconduct(suchassome

horizontalanti-competitivearrangements),’86andotherconductonly whenthat conduct

passesathresholdofanti-competitiveness(suchasmisuseofmarketpower).’87In these

circumstancesmuchoftheanti-competitiveconduct(both unilateralandmultilateral)’88

exemptedorup to thethresholdsetby theTradePracticesActwill besanctioned,even

wherethecoststo consumersmaybe significant.An exampleof suchconductis the

ability ofsomepatentholders(andtheirlicenseesandassignees)to licensethepatent

protectedproductsratherthansell themto avoidexhaustion(whetherregional,national

or international)ofthepatentee’s‘exclusiverights’, thusavoidinga competitivecontrol

181 NCC, aboven 138,213.
182NCC aboven 138, 196.
‘83Ncc aboven 138, 196 and200; althoughit wasnotedthat in thesecircumstancesthecourtsmaytake

into accountthe ‘special features’of intellectualpropertywhenassessingwhetherparticularconductis
anti-competitive(186-187);for ananalysisofthedifferencebetweentheintendedpolicy andits application
by the courtsin theUnitedStates,andlikely applicationin AustraliaseeCharlesLawson,‘PatentingGenes
andGeneSequencesandCompetition:PatentingtheExpenseof Competition’ (2002)30FederalLaw
Review97, 117-128.
‘84NCC aboven 138,200.
185 NCC, aboven 138,200.
186 TradePracticesActs45.
187 TradePracticesAct s46.
188 Notingthat theNCC acceptedthatanti-competitiveconductrangedacrossall conduct:seeNCC, above

n 138,213.
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onprices.In thesecircumstancesthehigherpricesto individual purchasersmaybe low,

butacrossaneconomysuchincreasedpricesmightbea considerableinefficiency.’89

Further,theNCC acknowledgedthatin somecircumstancesproductsprotectedby

patentsmightnotbesubstitutable(suchas ‘a newlydiscoveredvaccinefor aformerly

incurabledisease’)’90therebycreatingaproductmarketwith significantpotentialto

exercisemarketpower.’9’ Theonly evidencethattheNCC appearedto considerin this

contextwereargumentsthatrepealingtheexemptionwould thenrequirethesepatent

holdersto seekauthorisationandatsomeconsiderablecostanddisincentiveto further

innovation.’92Unfortunately,theNCC did notexpressany specificviewsaboutthis

evidence,althoughthis appearsto havebeen‘accepted’asabenefitto retainingthe

exemptionin someform.’93 Therewas,however,no assessmentof theproblemsof

substitutabilityin high technologymarketsandtheeffectsof the incidentsoftherebeing

no substitutesin someindustries(particularly in thepharmaceuticalandbiotechnology

industries).’94

TheGovernmentis still consideringits responseto theNCC report,’95althoughthishas

beenovertakenby theIPCRCommittee’sreviewoftheNCC’s conclusionsand

recommendations.’96This is considered,in part, in thenextsection.

189 Inefficientregulationimposingsubstantialcostson consumersthroughcross-subsidiesandreduced

incentivesfor firms to innovatewasa generalconcemto theHilmerCommittee:seeHilmer Committee,
aboven121, 189.
‘90NCC, aboven138, 172.
‘~‘ Although,theNCCconsideredthis wasonly likely in ‘somerarecases... [where] ... certain
technologies... will havenoor few closesubstitutes’:NCC, aboven 138, 172;however,it is thesecases
wheretheanti-competitiveeffectsofpatentsaremostlikely to bemostprononnced.
192NCC aboven 138,225-227.
‘~‘ NCC, aboven 138,230.
~ Thisis anissuealsoaddressedby theIPCRCommittee,butagainwithout resolution:seeIPCR
Committee,aboven 21, 143.
~ SeeNationalCompetitionCouncil,National CompetitionCouncilLegislationReviewCompendium
(2002)31.
196 IPCRCommittee,aboven 21,202-215.
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5.3 Intellectual Property and Competition ReviewCommittee

Followingon from theNCC’s inquiry into theexemptionsofintellectualproperty

privilegesfrom theTradePracticesAct, theIPCRCommitteeundertookareviewof

intellectualpropertylegislation(excludingthePlantBreeder’sRightsAct1994 (Cth)),’97

aspartoftherequirementsundertheCPA to reviewlegislationrestrictingcompetition.

TheTermsofReferenceprovided,inpart, that theIPCRCommittee‘shall haveregardto:

(a) thedetermination,in theCPA, thatlegislationwhich restrictscompetitionshouldbe

retainedonly if thebenefitsto thecommunityasawholeoutweighthecosts,andif the

objectivesofthe legislationcanonly beachievedby restrictingcompetition’.’98However,

theTermsof ReferencealsoincludedspecificmattersthattheIPCRCommittee‘shall

inquire intoandreport ... on’, including ‘the objectivesof, includingthenatureand

magnitudeoftheproblemssoughtto beaddressedby ... thePatentsAct1990’, ‘the

natureoftherestrictionsin the legislationon competition’, ‘the likely effectofthose

restrictionson competition’,alternativemeansofachievingthesameobjectives,andthe

‘costsandbenefits’and‘appropriateness,effectivenessandefficiency’ ofthe legislation,

restrictionsoncompetitionandalternatives.’99Theserequirementsareconsistentwith the

CPA.200

TheIPCRCommitteesetout its visionofthe impactof intellectualpropertyrightson

competition,includingpatents:

... it is importantto recognisethatcompetitionoccursin a numberof dimensions.More specifically,

firms do notonly competein thepricestheysetbutalso in their ability to developnewprocessesand

to designandmarketnew products.Thisdynamiccompetitionis of specialimportance.In effect,

ratherthansimply reallocatingexistingresources,it expandstheresourcesonwhich societycandraw

andallows forsustainableincreasesin living standards.It is also importantbecauseinpracticeit is the

mainway establishedmarketpositionsareover-tumed,andthethreatof competitionmadeinto an

197 The reasonsfor excludingthis legislativeschemefromthereviewareuncertain.
198 IPCRCommittee,aboven 21,217.

~ IPCRCommittee,aboven 21,217.
200 CompetitionPrinciplesAgreementcI 5(9).
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ever-presentconstraintonthe conductof firms. An effectivesystemto defineandenforceintellectual

propertyrightsis critical for this typeof dynamiccompetitionto occuron amaterialscale.20’

Importantly,theIPCRCommitteeexpressedits view thatthe interactionbetween

intellectualpropertyandcompetitionwas‘largely complementary’with intellectual

propertypromotinginnovationandcompetitionpolicy ‘keepingmarketsopenand

effective,preservestheprimarysourceofthepressureto innovateandto diffuse

innovations’.202However,recognisingthatintellectualpropertyrights do havesocial

costs,theIPCRCommitteeconceded:

Intellectualpropertylawsmust ... involve somebalancebetweentheincentivesto investincreative

effort andtheincentivesfor disseminatingmaterialthat isthe subjectof intellectualproperty

protection.Thisbalanceturnsondeterminingtheappropriatescopeof protection,in termsof the

conditionsunderwhich protectionis granted,thescopeandeffectivenessof theexclusiveprivileges

providedby protection,andthedurationof theprotectiongiven.Balancingbetweenproviding

incentivesto investin innovationon onehand,andfor efficient diffusion ofinnovationontheother, is

a central,andperhapsthecrucial,elementin thedesignof intellectualpropertylaws. In the

Committee’sview, it is essentialthatthetermsofthis balancebeclearlysetout in the intellectual

propertylawsthemselves,sothatrights ownersanduserscanbecertainaboutthescopeandcontentof

thegrantsbeingmade.203

In addressingpatentsspecifically,theIPCRConunitteerejectedthenotionthatAustralia

might applyahigherthresholdstandardto non-residentpatentapplicants,204and

presentedaparticularperspectiveon thebenefitsofpatentsin Australia:205

effectivepatentprotectionfacilitatestradein technology,both domesticallyandinternationally.An

effectivepatentsystem,accessibleto foreigntechnologysuppliers,allowsAustralianfirms to import

technologythatwould otherwisebe unavailable,orwould onlybe availableat highercost.This

201 IPCRCommittee,aboven 21, 5.
2021PCRCommittee,aboven 21, 6.
203 IPCR Committee, aboven 21, 6.
204 IPCR Committee,above n 21, 139.
205 Seeforexamplethe dissentingopinionin IndustrialPropertyAdvisoryCommittee,Patents,Innovation

andCompetitioninAustralia(1984); for a recentoverviewof thecompetingtheoriesaboutoptimal
division andscopeof patentsseeDan Burk andMarkLemley, ‘Policy Leversin PatentLaw’ (2003)89
Virginia LawReview1575,1595-1631andthereferencestherein.
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increasesproductivityandenhancescompetitionin theAustralianeconomy.Theimportanceof

technologicalimportsis illustratedby themorethan90 percentof patentsregisteredin Australia,

which are ownedby foreigners.In addition, thereare moreindirectcross-borderspilloversthrough

importingof goodswhich embodyinnovationsandwhichmaybeusedasintermediateinputsor sold

directly to end-users.206

TheIPCRCommitteedid, however,presentsomeassertionsin supportof its perspective

aboutthebenefitsofpatentprivileges.It arguedthattheprivatevalueof researchand

developmentwasmuchlessthanthesocialvalue,207andthatpatentprivilegeswasthe

bestsystemyetdevisedto balancethe trade-offbetweenmaintainingincentivesto invest

andfosteringthe diffusionof newtechnology.208Unfortunatelytheseassertions,while not

contentiousasageneralisation,glossoverahotly contestedanddisparatedebateabout

the appropriatescopeandallocationofpatentprivilegesthat theIPCRCommitteeitself

hadidentifiedin discussingbalancingincentivesandexploitingintellectualproperty

generally209andcitedas‘imperfections’ in thepatentprivilege scheme.210Further,the

IPCRCommittee’sanalysisandconclusionswerenotbasedonAustralia’sexperience

with patentprivileges,butratherreliedon internationalcomparisonsthatwerethen

assumedto beapplicableto Australia.21’TheIPCRCommitteethenconcludedthatpatent

privilegescanleadto ‘lossesin allocativeandproductiveefficiency’ but ‘[i]n practice...

apatentholdercanrarelyactasapuremonopoly,becauseof theavailability of

alternativeandsubstituteproductsandprocesses,andalsobecausesomescopefor

imitationalmostalwaysexists’•212 Thelossof some‘dynamicefficiency’ in the

developmentofderivativeinnovationswasalsoacknowledged,but again,‘[t]o some

extentdynamiclossesarecounteractedby thedisclosureof ideasaspartof thequidpro

206 IPCRCommittee,aboven 21, 139.
2071PCRCommittee,aboven 21,137.
208 IPCRCommittee,aboven 21, 143.
209 SeeIPCRCommittee,aboven21, 6.
210 SeeIPCRCommittee,aboven 21, 143.
211 Suchassumptionsarecertainlyopento question,especiallywhereastateis anettechnologyimporter

like Australia:seefor exampleKeith Maskus,IntellectualPropertyRightsin a GlobalEconomy(2000)
237-238.
212 IPCRCommittee,aboven21, 138.
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quo ofgrantingapatentandthatthepatentsystemitself ... facilitatestheuseof

licensing‘~213 TheIPCRCommitteethenreachedan‘overall’ conclusion:

Overall, theCommitteeagreeswith Schererthat ‘thepatentingsystemis recognisedto beanimperfect

instrument.Nevertheless,it maybethe bestsolutionpolicy mancandeviseto thedifficult trade-off

between,ontheonehand,maintainingincentivesfor investmentand,on theotherhand,fosteringthe

diffusion of newtechnology’sbenefitsto consumersandto thosewhomightmakeleapfrogging

inventions’.2’4

Havingadoptedtheview thatcompliancewith internationalpatentstandardswas

beneficialto Australia2’5andapartof Governmentpolicy,216 andits glosson thedebates

aboutappropriatepatentscopeandallocation,thenit wasopento theIPCRCommitteeto

accepttheexistinglegislatedschemeforpatentprivileges.The flaw in this approach,

albeit anapproachthatwasopento theIPCRCommitteeaccordingto its Termsof

Reference,wasto avoidanyanalysisof thecontroversyaboutthemostappropriate

thresholdrequirementsin thePatentsAct.For example,differenttheoriesaboutthe

objectivesofpatentprivilegesproposeverydifferentthresholdstandardsdependingon

what thepatentschemeis intendedto achieve,with theIPCRCommitteefailing bothto

clearly identify whatpatentprivilegesin Australiaareintendedto achieve2’7andconsider

themostappropriatetestof non-obviousnessin achievingthis objective.2’8Comparingthe

‘reward theory’ andthe‘prospecttheory’ illustratethiscontention.The ‘rewardtheory’

views apatentasan incentiveto undertakeuncertaininventionwith anopportunityto

appropriategreatercommercialreturnsthusfosteringsociallybeneficialinventions,but

with significantsocialcostson short terminefficienciesin themarketfrom theanti-

213 IPCRCommittee,aboven 21, 139.
214 IPCRCommittee,aboven 21, 143.
215 IPCRCommittee,aboven 21,27 and139-141.
216 TheTermsof ReferencerequiredtheIPCRCommittee’sdeliberationto ‘have regardto ... the intentions

andpoliciesof theGovernment’:IPCRCommittee,aboven 21,216-217.
217 SeeIPCRCommittee,aboven 21, 136-138;theIPCRCommitteevariously consideringpatent
privilegesseekto stimulateinventionandinnovation,increasethepublic availability of information about
newtechnology,encourageentrepreneurs,promoteinvestmentor addressfree-ridingon investmentin
intellectualeffort.
218 SeeIPCRCommittee,aboven 21, 154-156; theIPCRCommitteeconsideredtheprior art limb of the
inventivestep thresholdbut failedto considerthenon-obviousnesslimb andhow thestandardmight be
appliedto excludeinventionsthat resultmerelyfrom theapplicationof labourandresources.
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competitiveeffectsofthepatent(primarily restrictedoutputandhigherprices)

appropriatingpublic goods(ideas)thatwould otherwisebeused.219In contrast,the

‘prospecttheory’ viewspatentsaspromotingthecommercialdevelopmentof inventions

withpatentsgrantedto earlystageinventionsfacilitatingthebringingofausable

inventionto themarketandactingasanincentiveto maximisethecommercialvalue

from exploitingthe inventionwith relieffrom free-riders.220Thesedifferenttheoriespose

significantly differentconsequencesfor shorttermcompetition,the ‘reward theory’

imposinghighthresholdsfor patentabilityseekingto limit patentsto only those

inventionsthatwouldnot havebeenmadewith significantconcernsabouttheeffectson

competition,while the ‘prospecttheory’ imposeslower thresholdsgiving thepatent

holdercontroloverthedevelopmentprocessandpossiblyincreasingtheefficiencyof

development(thatotherwisemaynotoccur)with lessconcernabouttheeffectson

competition.

With theselimitationsalreadyimposedtheJPCRCommitteethenexaminedelementsof

thePatentsActandidentifiedanumberof improvementsthatmightpromotemore

competitionin theapplicationofthethresholdtestsandthe durationofthepatentterm.22’

However,theseissueswereexaminedfrom theIPCRCommittee’sparticularconcern

abouttheeconomiceffectsof thecertaintyofthepatentgrant,222bothgrantingpatents

thatshouldnotbegrantedandnot grantingpatentsthatshouldbegranted.223From this

perspectivetheIPCRCommitteeconsideredthresholdtestimprovementsincluding

requiringa specific,substantialandcredibleusebedefined224andthatthescopeofprior

artbeexpandedfor assessinginventivestep.225It wassuggestedthatotherrequirements

219 Thereis anextensiveliteratureaboutthistheory; seefor examplethe Subcommitteeon Patents,

TrademarksandCopyrightsof theSenateCommitteeon theJudiciary,An EconomicReviewofthePatent
System,

85
th Congress,

2
nd Session(1958)(alsoknownastheMacblupReport).

220 Thereis anextensiveliteratureaboutthis theory; seefor exampleits recentarticulationin E Kitch, ‘The
NatureandFunctionof thePatentSystem’(1977)20 JournalofLaw andEconomics265 andits later
articulationin RMerges,‘UncertaintyandtheStandardof Patentability’(1992)7 High TechnologyLaw
Journal 1.
221 IPCRCommittee,aboven 21, 144.
222 IPCRCommittee,aboven 21, 143-144.
223 SeeIPCRCommittee,aboven 21, 153.
224 IPCRCommittee,aboven 21, 151-154.
225 IPCRCommittee,aboven 21, 154-156and168-170.
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be restrictedincludingprior use226andcompulsorylicensing.227Onpatentterm,theIPCR

Committee‘believed’ therewasnotenoughevidenceto extendthepatentterm,228

althoughit did suggestthatraisingrenewalfeesmightbeappliedto ‘extracta lower

economicrent’ ~229 While theseassessmentsandrecommendationscertainlyaffect

competition,theIPCRCommitteeapproachavoidedassessingthedetailsaboutthe

appropriatebalanceofhowthethresholdrequirementsmightbeappliedandcountered

whenthesocialcostswerejudgedto be too high (suchastheappropriatethresholdof

public interestbeforeacompulsorylicensewasto begranted).

A further flaw in theIPCRCommittee’sapproachwasacceptingthat ‘Australiawas

complyingwith mostofthecurrentrequirementsofTRIPsbeforetheywereadoptedand

soonly relativelyminoradjustmentsto thePatentsActwererequiredto makeit TRIPs-

compliant’230asestablishingthattheexistingPatentsActset thethresholdfor compliance

with TRIPs,whenin fact,manyofthePatentsActprovisionsapplystandardshigherthat

TRIPsrequires,231TRIPsleavesopentheapplicablestandardofthepatentthreshold

requirements,232andTRIPs‘flexibility’ allowsconsiderablescopeto developmore

appropriatelawsto Australia’sparticulareconomicandtechnologicalneeds.This flaw

wasparticularlyapparentin theIPCRCommittee’sfailure to considertheexpressly

allowedexemptionsunderTRIPsandtheirlikely effectson competition.

TheIPCRCommitteethenexaminedtheNCC’sreportabouttheexemptionofcertain

patentlicenseandassignmentconditionsundertheTradePracticesAct.233TheTermsof

2261PCRCommittee,aboven 21, 157-159.
227 IPCRCommittee,aboven 21, 162-163.
228 Interestingly,theIPCRCommitteedid not considerthepatenttermextensionprovisionsandtheir likely

effecton competition:seePatentsAct ss70-79A.
229 IPCR Committee,aboven 21, 144 and156;althoughit is notclearwhethertheIPCRCommittee p
consideredthis onlyshortenedthetermfor less innovativepatentsor alsoloweredthe socialcostsby
recoupingthecostsofadministeringthescheme.2301PCRCommittee,aboven 21, 141.
231 Forexample,Australiaappliesa higherstandardto thegrantingof compulsorylicensesthan TRIPs

requires:comparePatentsActss 133-135andAgreementon TradeRelatedAspectsofIntellectualProperty
RightsArt 31.
232 DianneNicol andJaneNielsen,‘The AustralianMedicalBiotechnologyIndustryandAccessto

IntellectualProperty:IssuesforPatentLaw Development’(2001)23 SydneyLawReview347,363-364.
233 IPCRCommittee,aboven 21,202-215.
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ReferenceonlyrequiredtheIPCRCommitteeto ‘haveregardto ... the conclusionsand

recommendations’oftheNCC’s report.234In addressingtheTermsofReferencetheJPCR

Committeecarefullyconfinedits commentsto theexisting legislativescheme

‘consideringtheeffectsthat(giventhe [TradePracticesAct] asit stands)would flow

from differentapproachesto thecoverageby theAct ofconductrelatingto the exercise

ofIP rights’ •23S With theseridersin placetheIPCRCommitteerecommendedthatthe

TradePracticesActshouldbeamendedapplyingatestofwhethertheexemptconditions

in licensesandassignmentssubstantiallylessenedcompetitionasappliedin otherpartsof

that TradePracticesAct.236TheIPCRCommitteealsorecommendedthattheAustralian

CompetitionandConsumerCommissionissueguidelinesto clarify thetypesof conduct

that arelikely to breachthemodifiedprovision.237ThiswassignificantastheIPCR

Committeeconsideredthat theTradePracticesAct ‘shouldcomeintoplaywhen

intellectualpropertyrightsareusedin waysthatgo beyondthescopeoftherightbeing

granted’~238Without addressingthe appropriatenessofpatentscopeandallocationthe

likely pro-competitiveandanti-competitiveconsequencesof exemptionsfrom theTrade

PracticesActremainuncertain.

TheIPCRCommitteealsoacceptedthatexercisingthepatentprivilegesthatis lessthan

‘going beyondmarketpower’ is anacceptablerestrictionon competition:239

the systemof IP rights actstoprovideto thosewho investin creativeeffort a claim on the

differentialefficiencyassociatedwith theresultsof theirinvestment— that is, ofthesocialgain

consequentonthat investment’soutcomes.Thoserights shouldnotbeusedto securea gainthatgoes

beyondthatdifferentialefficiencythroughtheexerciseofmarketpower.Thus,it is aninherent

elementin theIP right that theownerof apatenton aninventioncansecureanincomedependenton

theuniqueefficiencythat inventionallows; but it oughtnotto beacceptablefor theownerof that

patentto, saythroughthe formationof apatentpoolwith ownersof competingpatents,effect a

horizontalcartel,raisepricesandsecuremonopolyrents.Thegrantof IP rights seeksto providefor

234 IPCRCommittee,aboven 21,217.
235 IPCRCommittee,aboven 21,210.
236 IPCRCommittee,aboven 21, 11 and215; this would includearefusalto deal (213).2371PCRCommittee,aboven 21, 11 and215.

238 IPCRCommittee,aboven 21,24.
239 IPCRCommittee,aboven 21,211.
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creatorsa retumon their investmentin creation— therights shouldnot be usedto secureretumsthatdo

not comefrom thesocialcontributionthatcreationmakes.240

Unfortunately,this againfails to assessthattherestrictionon competitionfrom apatent

privilegesbeforethereis actuallya substantiallylesseningofcompetitionis justifiable.

With respect,theJPCRCommittee’sview thatarestrictiononcompetitiononly becomes

a subjectof concernwhensomeanti-competitivethresholdis reachedis not thepolicy

justificationof theCPA, ortheHilmer Committeereport.241TheCPAis concernedwith

anyrestrictiononcompetition,appreciatingthatevenminorrestrictionson competition,

suchasunnecessaryregulation,imposesinefficienciesthat shouldbe removedunless

theycanbejustifiedaccordingto theCPA’s criteria.TheIPCRCommitteeshouldhave,

atthevery least,identifiedthetheoreticaljustificationsfor its conclusionsandbased

themin thecontextoftheAustraliancommunity.

However,thecriticism oftheIPCRCommittee’sdealingwith patentprivilegesunderthe

TradePracticesActmustbetemperedby theuncertainTermsofReferenceandthe

significantburdenthattheexistingTradePracticesActpt IV, astheIPCRCommittee

itselfnoted,242wasfashionedin a differenteconomiceraandprobablyshouldbe

subjectedto its ownindependentreviewwhereupontheplaceofpatentprivilegesmight

bemorecertainlyaddressed.Despitethis reservation,theapproachoftheIPCR

Committeein havingfailedto addressthebroaderdebatesabouttheappropriatenessof

theexisting thresholdswasthat it wasthenin no positionto assessthelikely anti-

competitiveeffectsof differentthresholdstandardsundertheTradePracticesAct

scheme.

240 IPCRCommittee,aboven 21,211.
241 TheHilmer Committeewasquite explicit: ‘thereshouldbeno regulatoryrestrictionon competition

unlessclearlydemonstratedto be in thepublic interest’: Hilmer Committee,aboven 121, 190;thusherethe
issuefor theIPCRCommitteeto addressshouldarguablyhavebeenhowmuchincentivein sufficientto
promoteinventionin Australia,andoncethathadbeenjustified(or at leastsettingout theIPCR
Committee’sfavouredtheoreticalperspective),thenwhetheranykindof exemptionfrom theTrade
PracticesActwould upsetthis incentive.
242 SeeIPCRCommittee,aboven 21,209-210.
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Thefollowing sectionhighlightstheflawedapproachoftheIPCRCommitteein

assessingpatentprivilegesby examiningtheIPCRCommittee’sapproachto assessing

the anti-competitiveeffectsof theparallel import restrictionsundertheCopyrightAct

1968(Cth). Thesignificanceofthis assessmentis to showthatit wasopento theIPCR

Committeeto challengeandanalyzethedetailsofpatentprivileges,suchasthedebates

aboutappropriatepatentscopeandallocation.

5.4 Parallel import restrictions in the CopyrightAct1968(Cth)

TheIPCRCommittee’smajority’s assessmentofparallel importingunderthe Copyright

Act1968(Cth)243objectedto manyoftheverysameissuesthatwereglossedoverin its

analysesofthePatentsAct,2” andyet, it wasableto structureits analysisofthe issues

very differently andreachavery differentconclusionsuggestingthatthebenefitsof

parallelimportrestrictionsdid notoutweighthedetrimentalanti-competitiveeffectsand

thattherestrictionsshouldberepealedentirely.245

TheIPCRCommittee’smajorityacceptedthatcopyrighthada ‘utilitarian justificationof

protectingandpromotinginvestmentin creativeeffort to secure,fortheAustralian

community,gainsassociatedwith investment’246sothattheprivilegesgrantedneededto

be ‘assessedin termsofwhetherthebenefitstheymaybring, in improvedinvestmentin,

andaccessto theresultsof, creativeefforts,outweighthecoststhey impose’247 Further,

‘[t]his assessmentof the impactoftherestrictionsneedsto includeanalysisofthewider

costsandbenefitsassociatedwith thoseimpacts’.248Themajority’s keyconcernabout

parallelimport restrictionsappearedto be marketsegmentationwith theability to then

chargehigherprices(andpossiblyrestrictavailability) for copyrightedmaterials.249In

effect, thiswasanassessmentaboutinternationalexhaustionofcopyright.

243 Notingtheparallelimport restrictionsin theCopyrightAct 1968(Cth) onsoundrecordings,booksand

non-copyrightproductswerealreadyrelaxed:seeCopyrightAmendmentAct (No 1) 1998(Cth); Copyright
AmendmentAct (No 2) 1998(Cth).
244 IPCRCommittee,aboven 21, 134-178.
245 IPCRCommittee,aboven 21,5.
246 IPCRCommittee,aboven 21,61.
247 IPCRCommittee,aboven 21, 62.
248 IPCRCommittee,aboven 21, 62.
249 IPCRCommittee,aboven 21, 62.
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From thisbasisthemajoritywasableto rejectargumentsabouteconomicincentivesto

create,250pricesandavailability,25’ remainderbooks,252marketingandservices,253

255
censorship,254piracy, andeconomicanalysisthatfavoredmaintainingtheexisting

restrictions,256asfailing to satisfytheCPA criteria.257Themostsignificantdifference

betweenthemajority’s dealingwith parallelimportsandpatentprivilegeswasthe

detailedapproachto addressingtheanalysisofwhetherarestrictiononcompetitionwas

justified:

The Committeestartedfromthepremisethat restrictionson competitionneedto bejustified. In other

words,theCommittee,consistentwith theNCPandtheCPA, acceptsthat theonusof makinga case

lieswith thosewhowouldprevent,limit, or in otherwaysrestrict, competitiveforcesfrom operating.

Morespecifically,we acceptthatthosewho wouldrestrictcompetitionshouldestablishthe restrictions

are in thepublic interest,ratherthanmerelyservingtheinterestsofparticularproducers.The

Committeebelievesthatthis well-establishedprinciple— requiringthosewho wouldrestrict

competitionto demonstratetheneedto do so— appearsto befully justifiable.

However,experienceandanalysisamply demonstratethe importanceof competitionin promoting

efficiency andunderpinningprosperous,openeconomies.It alsodemonstratesthefrequencywith

which restrictionson competition,thoughclaimedto servewiderinterests,havebeenusedto confer

abovenormalprofits onnarrowgroupsattheexpenseofthecommunity.A presumption,albeita

rebuttableone,in favourof competition,is consequentlyclearlyreasonable.

Suchapresumptionalsoplacestheevidentiaryburdenon thosebestplacedto demonstratethe

position.Thereality is that thebenefitsfromrestrictionson competitiongenerallyaccrueto

concentratedgroups,while thecostsof theserestrictionsare spreadwidely throughoutthecommunity.

Giventhis spreadingof costs,it is farmoredifficult for thoseadverselyaffectedby restrictionsto

250 IPCRCommittee,aboven 21,49-51 and66-69.
251 IPCRCommittee,aboven 21,5 1-53 and64-69.
252 IPCRCommittee,aboven 21,54-55 and64.
253 IPCRCommittee,aboven 21,55-56and66-69.
254 IPCR Committee,aboven 21,56-57.
255 IPCR Committee,aboven 21, 57-60.
256 IPCRCommittee,aboven 21,65.
2571PCRCommittee,aboven 21,73.
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organisethemselvesandpresenttheir case,thanit is for thedirectbeneficiariesto supportthe

restrictions.

As aresult,theCommitteebelievesthat it is reasonableto expectthosewho would introduceor

perpetuaterestrictionsto provideconvincingevidenceof whytherestrictionsarein thepublic interest.

It follows thattherelevanttestis whetherthematerialmadeavailableto theCommitteeestablishesthat

therestrictionstheseprovisionsimposeon competitionconferbenefitson thecommunitythat

outweightheir costs.

In caseswhereargumentsputto usappearweak,theCommitteeactivelysoughtfurther information

andtried to analysetheargumentsin thebestlight. As aresult,we areconvincedthatwehave

providedthe differing pointsof view witha fair andthoroughhearing.258

ThedifferentapproachoftheIPCRCommittee’smajorityin directlyaddressingthe

argumentsabouttheoreticalbenefitsofparticularpolicy settingsfor theparallel

importingandtheabsenceofthis analysisfor patentprivilegesis perplexingand

unexplained,mostsignificantly, asthemajority questionedtheassumptionsand

assertionsofbenefitthatcopyrightprivilegesundertheCopyrightAct1968 (Cth) were

protectingandpromotinginvestment.HadtheIPCRCommitteeapplieda similar critical

analysisofpatentprivilegesthenthedebatesaboutappropriatepatentscopeand

allocationandthepotentialofTRIPswould probablyhavebeenmorecloselyexamined

andtherequirementsoftheCPAmoreproperlyaddressed.Further,broaderissuessuch

asthehigh costsofpatentedpharmaceuticals,non-tarifftradebarriers,ethical

considerationsaboutpatentinglife, andsoon,would probablyhaverequired

considerationin morebroadlyassessingthepublic interest.With respect,thisapproach

appearsto morecloselyfit with theCPA andtheprinciplearticulatedin theHilmer

Committeereport.Further,suchananalysesofpatentprivilegesis morelikely to deliver

someinsightinto thevariousconsequencesofpatentprivilegesandtheirlikely benefits

for theAustraliancommunity.

258 IPCRCommittee,aboven 21, 61.
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With parallelsto theJPCRCommittee’sapproachto patentprivileges,theJPCR

Committee’sminority view acceptedtheassumptionsandassertionsof benefitand

thereforejustifiedparallelimport restrictionsin theCopyrightAct1968 (Cth):

It is truethat theability to restrictparallelimportsgivesriseto an economicrentin favor of the

copyrightowner.Howeverthis rentencouragesinnovationandinvestment,andispreciselythe

foundationon which copyrightis based.Allowing parallelimportsreducestheincentivesto innovate

or invest. It is submittedthatthe costsincurredin removingtherestrictionwill exceedthecosts(in

economicterms)of retainingthatpower.259

Theconsequenceoftheminority acceptingthis approach,andthis wascertainlyopento

theJPCRCommittee,wasto avoidthebroaderassessmentoftheanti-competitiveeffects

of copyrightandaproperassessmentofthecriteriasetout in theCPA. Thesearethevery

sameflaws in theIPCRCommittee’sassessmentofthePatentsActandtherelevantparts

oftheTradePracticesAct.

Theconclusionfrom thisassessmentis thattheunderlyingperspectivesacceptedby the

NCC andtheIPCRCommitteeshouldhavebeenchallengedandtheevidence(and

reasoning)supportingtheirconclusionsthatrestrictionson competitionwerejustified

transparentlyidentified.Thefollowing partexploressomeofthis ‘flexibility’ in TRIPs

aparent.

Ni2591PCRCommittee,aboven 21,74.
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6. PATENTSAND TRIPs
This submissioncontendsthatTRIPsis anevolving agreementandthatthereis likely to

beconsiderable‘flexibility’ within thecurrentagreementto craftdomesticlawsto suit

theparticularneedsofmemberstates.ForAustraliathis is anopportunityto developand

applypatentlaws(andcompetitionlaws)in awaythatpromotesAustralia’sparticular

anddifferenteconomicandtechnologicalinterests.Thefollowing analysisofvarious

TRIPsprovisionsillustratesthiscontentionandsuggeststhatAustraliashouldbecareful

to exploit this considerable‘flexibility’ to tailor its patentlaws(andcompetitionlaws)to

suit its particulareconomicandsocialcircumstances.This is particularlyimportantto

takeinto considerationnow asmostof thesedevelopmentshavetakenon newimpetus

following theTRIPsMinisterial Councilstatementat theDohameeting.260

6.1 Objectives and principles— Art 7 and 8(1)

TRIPssoughtto establishnewrulesanddisciplinesmovingintellectualpropertyinto the

realmof internationaltradelaws:

... to reducedistortionsandimpedimentsto internationaltrade,andtaking into accounttheneedto

promoteeffectiveandadequateprotectionof intellectualpropertyrights, andto ensurethatmeasures

andproceduresto enforceintellectualpropertyrightsdo not themselvesbecomebarriersto legitimate

trade.26’

The‘effectiveandadequate’patentstandardsrecognisetheunderlyingpublic policy

objectivesandprinciplesofTRIPs:

(a) Objective— ‘The protectionandenforcementof intellectualpropertyrights should

contributeto thepromotionoftechnologicalinnovationandto thetransferand

disseminationoftechnology,to themutualadvantageofproducersandusersof

260 SeeMinisterialConference,Declaration on theTrz~sAgreementandPublicHealth (2001)

T/M1N(O1)/DEC/2;Councilof Trade-RelatedAspectsofIntellectualPropertyRights,SpecialDiscussion
on IntellectualPropertyandAccessto Medicines(2001) IP/C/M/31.
261 TRIPsPreamble
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technologicalknowledgeandin amannerconduciveto socialandeconomic

welfare,andto abalanceof rightsandobligations’;262 and

(b) Principle— ‘Membersmay,in formulatingor amendingtheir lawsandregulations,

adoptmeasuresnecessaryto protectpublic healthandnutrition,andto promote

thepublic interestin sectorsof vital importanceto theirsocio-economicand

technologicaldevelopment,providedthatsuchmeasuresareconsistentwith the

provisionsofthisAgreement’•263

TheWTO memberstateshavenotyetreachedaconsensuson theeffectofthese

provisionsorthe interpretationandimplementationof TRIPs’ obligations.As a

generalisation,developedstatesconsiderpatentsareanecessaryincentiveto promote

investmentin newinventionsand,asaconsequence,this promotestheobjectivesand

principlesofArts 7 and8.264In contrast,developingandleastdevelopedstates265consider

eachprovisionofTRIPsshouldbe readin light of theseobjectivesandprinciplesandthat

TRIPsco-existswith otherpublicpolicy objectivessothatits provisionsmaybe

overriddento meettheseotherpolicy objectives.266Despitethesedifferentperspectives,

mostmemberstatesconsiderTRIPsis sufficiently ‘flexible’ to enablememberstatesto

implementtheirTRIPsobligationsaswell astheirpublic policy objectives.Thus,the

majority consensusnow appearsto be:

weremaincommittedto [the] implementationoftheTRIPsAgreementbasedon its properand

flexible interpretationandin accordancewith theobjectivesandprinciplescontainedinArts 7 and 8

262 TRIPsArt 7.
263 TRIPsArt 8(1).
264 Seefor exampleCouncilof Trade-RelatedAspectsof IntellectualPropertyRights,SpecialDiscussion

on IntellectualPropertyandAccesstoMedicines(2001)IP/C/M/31, 36;ConncilforTrade-RelatedAspects
of IntellectualPropertyRights,CommunicationfromtheEuropeanCommunitiesandtheirMemberStates
(2001)IP/C/W/280,2.
265 Thedistinctionbetweendeveloped,developingandleastdevelopedareset out in TRIPs,Arts 65 and66
anddealwith thetime delayin implementingTRIPsobligationsandassistancein technologytransfer.
266 Seefor exampleCouncilof Trade-RelatedAspectsof IntellectualPropertyRights,SpecialDiscussion
on IntellectualPropertyandAccessto Medicines(2001) IP/C/M/3 1, 4; CouncilforTrade-RelatedAspects
of IntellectualPropertyRights,Submissionby theAfrican Group, Barbados,Bolivia, Brazil, Cuba,
DominicanRepublic,Ecuador,Honduras,India, Indonesia,Jamaica,Pakistan,Paraguay,Philippines,
Peru,SriLanka,Thailandand Venezuela(2001) IP/C/W/296,5-6.
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Someprovisionsof theTRIPsAgreementmayelicit differentinterpretations.This ‘room to manoeuvre’

servedthepurposeof accommodatingdifferentpositionsheldby membersat thetime of negotiationof

theAgreement.Westronglybelievethatnothingin theTRIPsAgreementreducestherangeof options

availableto governmentsto promoteandprotectpublic health,aswell asotheroverarchingpublic

policy objectives.267

Thisview is consistentwith thedisputesettlementschemePaneldecisionin Canada

PatentProtectionofPharmaceuticalProducts.268TheretheEuropeanUnion, in

opposition,arguedthephrasein Art 8(1), ‘providedthatsuchmeasuresareconsistent

with theprovisionsofthis [TRIPs]Agreement’meantthatanyotherconsiderations

beyondthepatentholdersrightsweresubordinateto theprotectionoftheminimum

intellectualpropertyrightsguaranteedby TRIPs.269ThePanelrejectedtheEuropean

Union argumentandacceptedadjustmentsto apatentholder’srightswerecontemplated

accordingto theobjectivesandprinciplesofArts 7 and8(1) (andotherrelevant

provisionsofTRIPs).270However,thePanelexpressedtheview thattheseprovisions

wereto be ‘borne in mind’ andare-negotiationofthebalanceofTRIPswasnot

appropriate.271This approachhasnow beenconfirmedin theDeclarationon theTRIPs

AgreementandPublic Health(theDeclaration)272in responseto memberstates‘taking

measuresto protectpublic health’:

while maintainingour commitmentsin theTRIPSAgreement,werecognizethattheseflexibilities

include: (a) In applyingthecustomaryrulesofinterpretationof public internationallaw,eachprovision

oftheTRIPsAgreementshallbe readin thelight of the objectandpurposeof theAgreementas

expressed,in particular,in its objectivesandprinciples.273

267 Council for Trade-RelatedAspectsof IntellectualPropertyRights,Submissionby theAfrican Group,

Barbados,Bolivia, Brazil, Cuba, DominicanRepublic,Ecuador,Honduras,India, Indonesia,Jamaica,
Pakistan,Paraguay,Philippines,Peru,SriLanka, Thailandand Venezuela(2001)IP/C/W/296,3.
268 (2000)WT/DS114/R.
269 (2000)WT/DS1 14/R,50.
270 (2000)WT/DS114/R,154.
271 (2000)WT/D5114/R,154.
272 MinisterialConference,Declaration on theTripsAgreementandPublicHealth (2001)

T/MIN(01 )/DEC/2.
273 MinisterialConference,Declarationon theTrzpsAgreementandPublicHealth (2001)
T/IVIIN(01)/DEC/2, 1.

51



It remainsto beseenhow broadlytheseprovisionsapplyandthe limitationsthatmaybe

imposed.Although, it is certainlyclearaftertheDeclarationthatsomememberstates

considertheseprovisions‘flexible’ enoughto allow ‘exclusiverights’ to becurtailedto

makepharmaceuticalproductsprotectedby patentsaccessiblein casesofepidemics.274

Forexample,somedevelopingandleastdevelopstateshaveasserted:

Theobjectiveofthepromotionoftechnologicalinnovationandthetransferanddisseminationof

technologyplacestheprotectionandenforcementof [intellectualpropertyrights] in thecontextof the

interestsof society.Suchanobjectiveis essentialfor thepromotionofhealthpolicies,asit encourages

thedevelopmentof domesticproductionof pharmaceuticalproducts... Wherethepatentholderfails to

meettheobjectivesof theTRIPsAgreementandof public healthpolicies,however,Membersmaytake

measuresto ensuretransferanddisseminationof technologyto providebetteraccessto

pharmaceuticals.275

Arguably,accordingto this approach,Art 8(1)principleswill be interpretedaccordingto

theArt 7 objectives,sothatmeasuresmaybeconsistentwith TRIPsif theyare

implementedto meetthebroadlystatedArt 7 objectives.If this is correctthenthereis

considerable‘flexibility’ in TRIPsforAustraliaandothermemberstatesto interpreted

TRIPsanddevelopandapply lawsthatpromoteAustralia’sparticularinterests,including

intereststhatmightbeunrelatedto patenting.

6.2 Prior intellectual property conventions— Art 2(1)
TRIPsexpresslyprovides,in Art 2(1), thatmemberstatesshall, in respectofPartsII

(standardsconcerningtheavailability, scopeanduseof intellectualpropertyrights),III

(enforcementof intellectualpropertyrights)andIV (acquisitionandmaintenanceof

intellectualpropertyrightsandrelatedinter-partesprocedures)ofTRIPs, ‘comply’ with

Arts ito 12 and19 of theStockholmAct oftheParis Conventionfor theProtectionof

274 Council for Trade-RelatedAspectsof IntellectualPropertyRights,SubmissionbytheAfrican Group,

Barbados,Bolivia, Brazil, Cuba, DominicanRepublic,Ecuador,Honduras,India, Indonesia,Jamaica,
Pakistan,Paraguay,Philippines,Peru,SriLanka, ThailandandVenezuela(2001)IP/C/W/296,5-6.
275 Councilfor Trade-RelatedAspectsofIntellectualPropertyRights,SubmissionbytheAfrican Group,

Barbados,Bolivia, Brazil, Cuba, DominicanRepublic,Ecuador,Honduras,India, Indonesia,Jamaica,
Pakistan,Paraguay,Philippines,Peru,SriLanka, ThailandandVenezuela(2001)IP/C/W/296,6.
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IndustrialProperty(ParisConvention1 967).276This mayextendthescopeofTRIPsto

incorporatepartsoftheParisConvention1967.TherelevantpartsoftheParis

Convention1967provide:

(a) Compulsorylicensingandforfeiture — ‘EachcountryoftheUnionshallhavethe

right to takelegislativemeasuresprovidingfor thegrantofcompulsorylicensesto

preventtheabuseswhich mightresultfrom theexerciseoftheexclusiverights

conferredby thepatent,for example,failureto work’,277 and‘[f]orfeiture ofthe

patentshallnotbeprovidedfor exceptin caseswherethegrantofcompulsory

licenseswouldnot havebeensufficientto preventthesaidabuses’•278 Theonly

limits setout in theConventionis that compulsorylicensesfor ‘failure to work’ or

‘insufficientworking’ cannot bemadebeforeeither‘four yearsfrom thedateof

filing of thepatentapplication’ or ‘threeyearsfrom thedateofthegrantofthe

patent’,or if the ‘patenteejustifieshis inactionby legitimatereasons’.279Further,

if a compulsorylicenseis granted,thenit mustbe non-exclusiveand‘shall notbe

transferable,evenin theform of thegrantofa sub-license,exceptwith thatpartof

theenterpriseorgoodwill whichexploitssuchlicense’280

(b) Unfair competition— ‘Any actof competitioncontraryto honestpracticesin

industrialorcommercialmattersconstitutesanactof unfaircompetition’•281 States

arerequiredto implement‘effectiveprotection’•282

276

TRIPsArt 2.1; Paris Conventionfor theProtectionofIndustrialProperty (ParisConvention1967)of
20 March 1883,asrevisedat Brusselson 14 December1900,at Washingtonon 2 June1911,atTheHague
on 6 November1925,at Londonon 2 June1934,atLisbonon 31 October1958,andat Stockholmon 14
July 1967 (Stockholm, 14 July 1967); entryinto forcegenerallyofsubstantiveprovisions(Articles 1-12) on p26 April 1970 andentry into forcegenerallyof administrativeprovisions(Articles 13-30): 26 April 1970;
entryinto force forAustraliaofsubstantiveprovisionson 27 September1975 andentryinto forcefor
Australiaofadministrativeprovisionson 25 August1972.
277 ParisConvention1967 Art 5.A(2).
278 ParisConvention1967Art 5.A(3).
279 ParisConvention1967 Art 5.A(4).
280 ParisConvention1967 Art 5.A(4).
281 Paris Convention1967 Art l0bis(2).
282 ParisConvention1967 Art 1 Obis(1).
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By expresslycapturingpartsoftheParisConvention1967,TRIPsis a latertreatydealing

with thesamesubjectmatter,andaccordingto the ViennaConventionon theLawof

Treaties,‘[wihen all thepartiesto theearliertreatyarepartiesalso to the latertreaty ...

theearliertreatyappliesonly to theextentthatits provisionsarecompatiblewith thoseof

the latertreaty’ 283 Theeffectof thisprovisionin Australiais arguablythatTRIPssaves

theoperationoftheidentifiedpartsoftheParisConvention1967 thatare ‘compatible’

with theexceptionsschemesetout in TRIPs.Theissueis to determinewhether

compulsorylicensingandunfair competitionmeasuresin theParisConvention1967are

‘compatible’with theprovisionsofTRIPs?Theseadditionalprovisionsin theParis

Convention1967andhowtheyapply throughTRIPsremainsuncertain,althoughsome

ofthedevelopingandleastdevelopedstateshaveassertedthesavingoftheseprovisions

andtheirapplicationto limit ‘exclusiverights’ •284If thisThesearepotentialgroundsfor

Australiato developandapplypatentandcompetitionlawsthat promoteAustralia’s

particularinterests.

6.3 Exhaustionof rights — Art 6
Art 6 providesthat ‘[f]or thepurposesofdisputesettlementunderthis [TRIPs]

Agreementsubjectto theprovisionsofArts 3 [Nationaltreatment]and4 [Most-favoured-

nationtreatment]285nothingin this [TRIPs]Agreementshallbeusedto addressthe issue

of theexhaustionofintellectualpropertyrights’. This provisionreflectsthe longhistory

andongoingdisputeaboutthemerits of limiting thepatentholder’scontrolto permit the

freeexchangeofproductsprotectedby apatent.286Among memberstatesexhaustionis

283

ViennaConventionon theLawofTreaties,Art 30(3);noting that where‘a State[is] partyto only oneof
thetreaties,the treatyto which bothStatesarepartiesgovemstheir mutualrights andobligations’(Art
30(4));this approachhasbeenendorsedby theWTO’s disputesettlementscheme,seefor exampleUnited
States— Standardsfor ReformulatedandConventionalGasoline(1996)WT/D52/AB/R, 16-17; India —

PatentProtectionfor Agricultural andChemicalProducts(1998)WT/DS5OIR,46.
284

SeeforexampleCouncilfor Trade-RelatedAspectsofIntellectualPropertyRights,Submissionby the
African Group, Barbados,Bolivia, Brazil, Cuba, DominicanRepublic,Ecuador,Honduras,India,
Indonesia,Jamaica,Pakistan,Paraguay,Philippines,Peru,Sri Lanka, Thailandand Venezuela(2001)
IP/C/W/296,7-8.
285 Asa generalisationtheseprovisionsrequireWTO membersstatesto treatnationalsof othermembers
statesno less favorablethantheirown nationalsandanyadvantage,favour,privilege or immunitygranted
to nationalsof anothercountrymustalsobe accordedto all othernationalsof WTO memberstates.
286 This wasparticularlycontentiousduring theTRIPsnegotiations:seeforexamplesNegotiatingGroupon
Trade-RelatedAspectsofIntellectualPropertyRights,includingTradein CounterfeitGoods,Tradein
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regulatedat thestate,internationalandregionallevels.287In mostcasespatentholders

(andtheirlicenseesandassignees)carefullycommercialisetheirpatentprivilegesthrough

arrangementsthat seekto avoidexhaustion,until thefinal consumerpurchasesthe

productprotectedby thepatent.However,territorial distributionmonopolies(alsoknown

as‘parallel importing’ or ‘grey marketing’)aresusceptibleto exhaustionandreflectthe

lackofinternationalconsensus,evenamongdevelopedstates.288As a generalisation,

‘parallel importing’ or ‘grey marketing’ is the importingof legitimatelypurchasedgoods

protectedby intellectualpropertyrights in one statejurisdictioninto anotherstate

jurisdictionwith thesame,orsimilar intellectualpropertyright, forresalewithout

authorisation.289

Thecontentiousissueis thatrestrictionson importingallowdistinct territorial

distributionmarketswith pricediscriminationlevying higherpricesonto some

consumers.Removingtheseterritorialbarrierslimits pricediscriminationthrough

internationalarbitrage.As ageneralisation,thoseadvocatingstrong ‘parallelimport

restrictions’arguethatpricediscriminationis anessentialpartofthe incentiveto

innovate,thereareefficienciesin distributionby theright holderandtherestrictions

maintainimportantproductstandardsandquality (suchaspre-salesadviceandcustomer

serviceprograms).Again, asageneralisation,thoseadvocatingremoving‘parallel

CounterfeitGoods:Compilationof Written SubmissionsandOral Statements(1988)
MTN.GNG/NG11/W/23, 14;NegotiatingGroup on Trade-RelatedAspectsof IntellectualPropertyRights,
includingTradein CounterfeitGoods,MeetingofNegotiatingGroupof3-4July1989 (1989)
MTN.GNG/NG11/13, 13;NegotiatingGroupon Trade-RelatedAspectsof IntellectualPropertyRights,
includingTradein CounterfeitGoods,MeetingofNegotiatingGroupof12-14July1989(1989)
MTN.GNG/NG11/14,9-10 and14-15;NegotiatingGrouponTrade-RelatedAspectsof Intellectual
PropertyRights,includingTradein ConnterfeitGoods,MeetingofNegotiatingGroupof2, 4 AndSApril
1990(1990)MTN.GNG/NG11/20,10-11;NegotiatingGroupon Trade-RelatedAspectsof Intellectual
PropertyRights,includingTradein CounterfeitGoods,MeetingoftheNegotiatingGroupof 1 November
1990(1990)MTN.GNG/NG11/27, 1-2.
287 ForexamplesseeMargrethBarrett, ‘TheUnitedStates’ Doctrineof Exhaustion:ParallelImports of
PatentedGoods’ (2000)27 NorthernKentuckyLaw Review911,915-917.
288 SeeforexampleAnn Capling, ‘The ConundrumofIntellectualPropertyRights:DomesticInterests,
IntemationalCommitmentsandtheAustralianMusic Industry’ (1996) 31 AustralianJournalofPolitical
Science301;this disagreementis also compoundedin tradingzonesthat requirethefreemovementof
goodswithin thezonesandacrossnationalborders(suchastheEuropeanUnion): seeforexampleIsabel
Britton andIan Karet, ‘ParallelImportsContinue:TheExhaustionPrincipleUpheld’ (1997)4 European
IntellectualPropertyReview207.
289 SeegenerallyLouiseLogdin, ‘Making theMostofArticle 6: ParallelImportingin AustraliaandNew
Zealand’(2001)45IntellectualPropertyForum22,36-37;WarwickRothnie,Parallel Imports(1995).
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import’ restrictionsarguegoodsprotectedby intellectualpropertyrightsarein thesame

positionasall othergoods,only legitimatelypurchasedgoodscanbe importedand

consumersarenotpayingexcessiveprices.Thesepositionsarereflectedamongthe

memberstates.For example,someofthedevelopingandleastdevelopedstatesmaintain

that thereshouldbeno limitations on exhaustionallowing theright ofexhaustionto be

exercised‘without hindrance’in accordancewith thegoalofreducingdistortionsand

impedimentsto internationaltrade.290In contrast,theUnitedStatesasserts:

Thereis no questionthat Art 6 deniesMemberstheability to avail themselvesof disputesettlementin

relationto questionsinvolving parallelimports, exceptwherethosequestionsinvolvenationalor most-

favourednationtreatment.However,Art 6 oftheTRIPsAgreementdoesnot, in ourview,authorise

parallelimports. Membersmust rememberthatArt 6 doesnotalterthesubstantiveobligationsofthe

TRIPsAgreement,particularlythose . . . [establishingtheminimumpatentingstandards].In ourview,

advocatesof parallelimportingoverlookthefactthatpermittingsuchimportsdiscouragespatent

ownersfrompricing their productsdifferently in differentmarketsbaseduponthelevelof economic

developmentbecauseofthe likelihood that, forexample,productssoldfor a low pricein a poorcountry

will beboughtup by middlemen andsentto wealthiestcountrymarketsandsoldathigherprices,for

thebenefitprimarily of themiddlemen.29’

TheDeclarationin effectmaintainedthestatusquo,providing:

whilemaintainingour commitmentsin theTRIPSAgreement,werecognizethattheseflexibilities

include: ... (d) Theeffectof theprovisionsin theTRIPsAgreementthatarerelevantto theexhaustion

of intellectualpropertyrights is to leaveeachmemberfreeto establishits own regimeforsuch

exhaustionwithoutchallenge,subjectto themostfavorednationandnationaltreatmentprovisions 292

ThesignificanceoftheDeclarationis to confirmthattheprovisionsin Art 28 thatsetsout

the ‘exclusiverights’ to includetheright to preventthirdpartiesfrom importingpatent

protectedproductswithoutconsentdoesnot limit memberstatesfrom implementing

290 Council ofTrade-RelatedAspectsofIntellectualPropertyRights,SpecialDiscussionon Intellectual

PropertyandAccessto Medicines(2001)IP/C/M/31, 5.
291 Council of Trade-RelatedAspectsof IntellectualPropertyRights,SpecialDiscussionon Intellectual

PropertyandAccessto Medicines(2001) IP/C/M/31,40.
MinisterialConference,Declaration on theTripsAgreementandPublic Health (2001)

WT/MlN(01)/DEC/2,1.
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separateexhaustionschemes.Thus,parallelimport restrictionson legitimatelyobtained

patentprotectedproductsareallowableunderTRIPs,andcannotbesubjectto thedispute

settlementscheme.In Australiathis is a significantissueastheapproachto ‘parallel

import’ restrictionsfor somecopyrightandotherproductsprotectedby intellectual

propertyrightshasnotbeenextendedto productsprotectedby patents.293Applying

exhaustionschemesto productsprotectedby patentsmayreducedistortionsin the

domesticmarketandmakeproductsmoreaccessibleand affordable.

However,beforeadoptinga liberal exhaustionscheme,thereareotherissuesthatremain

unresolvedandmayneedfurtherconsiderationdependingon whatform ofexhaustionis

proposed:

(a) It is not clearwhetherTRIPsestablishesaself-containedschemefor intellectual

propertyoutsidetheGATT rules294thatexcludesprohibitionsandrestrictionsthat

arenot duties,taxesorothercharges.295If GATT rulesapply,nationalexhaustion

schemesthatblockthe import ofpatentprotectedproductsmaybe challenged;

(b) Thethresholdfor determiningwhenapatentprivilege is exhaustedis uncertain,

astheterm ‘exhausted’is notdefined.Any resolutionto thiswill beby

negotiationasan interpretationthroughthedisputesettlementschemewould

seemto beexcludedbyArt 6 itself and

(c) It is not clearwhetherregionalexhaustionschemesareinconsistentwith Arts 3

and4, andthegeneralrequirementin Art 27(1)thattherebeno ‘discrimination’

with respectto placeofinvention,field oftechnologyandwhetherproductsare

importedor locallyproduced.

293 Fora recentanalysisof some‘parallel importing’ issuesin AustraliaseeIPCRCommittee,aboven 21,
app 5.
294 SeeMarcoBronckers,‘The ExhaustionofPatentRightsunderWorld TradeOrganisationLaw’ (1998)

32 JournalofWorld Trade137.
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6.4 Anti-competitive measures— Arts 8(2) and 40

To addresstheparticularconcernsof developingandleastdevelopedstatesaboutthe

exerciseofintellectualpropertyrights in the TRIPsnegotiations,Arts 8(2)and40 were

included.296Art 8(2)specifically addressedabusesandrestrictionsagainsttradeand

technologytransfer,while Art 40 is concernedspecificallywith anti-competitive

licensingpractices.

Art 40 providesthatmemberstatesmayadopt‘appropriatemeasures’to ‘protector

control’ some‘licensingpracticesandconditions’ in contractuallicenses.Significantly

TRIPsacceptsthat ‘somelicensingpracticesor conditionspertainingto intellectual

propertyrightswhichrestraincompetitionmayhaveadverseeffectson tradeandmay

impedethetransferanddisseminationoftechnology’•297TheuncertainlanguageofArt 40

meansthatthescopeofthisprovisionis unclearandreflectsthelackofinternational

consensusaboutregulatingcompetition.298

While therehavebeenno disputesspecifically about‘appropriatemeasures’between

memberstates,thedecisionin Canada— PatentProtectionofPharmaceuticalProducts299

accepted,in thecontextofpublic health,thatmeasuresto limit thedefactoextensionof a

patentee’s‘exclusiverights’ beyondthetermofthepatentasaresultofregulatory

approvaldelayswasan ‘appropriatemeasure’.300

295 GeneralAgreementon TariffsandTradeArt XI(1), madeatGeneva,30 October1947;entryinto force

generallyandfor Australiaon 1 January1948 (provisionally).
296 Seefor exampleNegotiatingGroupon Trade-RelatedAspectsofIntellectualPropertyRights,including

Tradein CounterfeitGoods,StandardsandPrinciplesConcerningtheAvailability, ScopeandUseof
Trade-RelatedIntellectualPropertyRights:CommunicationFromIndia (1989)MTN.GNG/NG11/W/37,
8.
297 TRIPsArt 40(1).
298 ForexampletheUnitedNationssuspendednegotiationofthe CodeofConducton theTransferof

Technologyin 1985:seeSecretaryGeneral,Negotiationon anInternationalCodeofConducton the
TransferofTechnology(1995)DOC.TD/CODETDT/60;for arecentanalysesofthis issueseeJoel
DavidowandHal Shapiro,‘TheFeasibilityandWorthof aWorld TradeOrganisationCompetition
Agreement’(2003)37 JournalofWorld Trade49.
299 Canada— PatentProtectionofPharmaceuticalProducts(2000)WT/DS114/R.
300 (2000)WT/DS1 14/R,154.

58



Thekeyissuesin applyingtheseprovisionsareto determinewhatconductfallswithin the

scopeof theprovisionsandthenwhethertheproposedmeasuresto addressthat conduct

are‘consistentwith theprovisionsofthis [TRIPs]Agreement’and‘appropriate’.This

remainsuncertainandin largepartwill dependon theinterpretationoftheobjectivesand

principlesin Arts 7 and8(1). Further,it is unclear:

(a) WhatstatusArt 8(2)hasasa substantiverulewithin TRIPs,orwhetherit is

merelyastatementof principle;

(b) TheinteractionbetweenArts 8(2)and40, andespeciallytheconsultation

provisionofArt 40, asit is unlikely thatmuchof theconductwithin thescopeof

Art 8(2) couldnotalsobecharacterizedwithin thescopeof Art 40;

(c) Whattypesandclassesof conductthatArt 8(2) contemplates,giventheuncertain

originofthe languageandthepre-existenceofcomprehensivepro-competition

schemesin mostdevelopedstatesto addressintellectualpropertyabusesand

restraintson trade;

(d) WhetherArt 8(2)extendsto changingthe structuresofamarket(ratherthanjust

to conductin amarket),suchasregulationofmergersandacquisitions;and

(e) Theongoinganduncertainnatureofobligationson developedstatesto transfer

technologyto developingandleastdevelopedstatesunderTRIPsandother

internationalagreements(suchastheConventionon BiologicalDiversity).301

Themajordevelopmentsin dealingwith theinteractionbetweenpatentsandcompetition

law arelikely to bein bilateralagreementsbetweenmemberstates302andthedevelopment

of guidelinesby developingstatesto directconductin theirjurisdictions.303

301 Arts 15 and16; [1993]ATS 32.

302 Thisis particularlythecaseastheWTO ismoreconcemedwithmarketaccessissuesthatarelikely to

becomplicatedby attemptsto addresscompetitionpolicy issuesin the samefomm: seefor areviewof
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6.5 Exceptionto rights conferred — Art 30

TRIPsexpresslyrecognisesin Art 30 that ‘limited exceptions’to thepatentee’s

exclusiverights’, ‘providedthat suchexceptionsdo notunreasonablyconflictwith a

normalexploitationofthepatentanddo notunreasonablyprejudicethelegitimate

‘ 304

interestsofthepatentowner,takingaccountof the legitimateinterestsofthird parties
Theextentofthis exceptionis unclear,althoughtheWTO Paneldecisionin Canada—

PatentProtectionofPharmaceuticalProducts305establishedthat apatentee’s‘exclusive

rights’ couldbe limited in certaincircumstances.

In thatcase,Canadaintroducedthe domesticlaw exceptionsto apatentholder’s

exclusiverights’ to promotecompetitionin thedomesticpharmaceuticalmarketin an

attemptto overcomethepricedistortionscausedby thepatents.This wasalsoa

mechanismto reducethecostofpharmaceuticalsfor thepublicly fundedhealthsystem.

This casefoundthatexceptionsto apatentholder’s ‘exclusiverights’ shouldbe

interpretedflexibly to allowadjustmentsto meetbroaderpolicy objectivesotherthanjust

therightsof inventorswithin thescopeofthepatentgrant.

ThePanelstated:

In thePanel’sview, Art 30’s veryexistenceamountsto a recognitionthat thedefinitionof patentrights

containedin Art 28 wouldneedcertainadjustments.On theotherhand,thethreelimiting conditions

attachedto Art 30 testify stronglythat thenegotiatorsof the[TRIPs]Agreementdid notintendArt 30 to

bring aboutwhatwouldbe equivalentto a renegotiationofthebasicbalanceof the[TRIPs]Agreement.

Obviously, theexactscopeofArt 30’s authority will dependonthespecificmeaninggivento its

limiting conditions.Thewordsof thoseconditionsmustbe examinedwith particularcareonthis point.

Both thegoalsandthelimitations statedinArts 7 and8(1) mustobviouslybebornein mindwhen

internationalactionson tradeandcompetitionJoelDavidowandHal Shapiro,‘The Feasibility andWorth
of a WorldTradeOrganisationCompetitionAgreement’(2003)37 JournalofWorld Trade49.
303 In Australia:TradePracticesCommission,ApplicationoftheTradePracticesAct to Intellectual
Property(1991);in theUnitedStates:United StatesDepartmentof JusticeandFederalTradeCommission,
Anti-trusts Guidelinesfor theLicensingofIntellectualProperty (1995).
304 TRIPsArt 30.
305 Canada— PatentProtectionofPharmaceuticalProducts(2000)WT/DS1 14/R.
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doingso aswell asthoseof otherprovisionsof theTRIPS Agreementwhich indicateitsobjectand
, 306

purposes.

ThePanelacceptedthatthe ‘limited exceptions’contemplatedby Art 30 shouldbe

narrowlydefinedto ‘connoteanarrowexception— onewhichmakesonly asmall

diminution oftherights in question’.307Significantly, thePanelconcludedthatin the

absenceofotherindicators,‘it wouldbejustified in readingthetext [of Art 30] literally,

focusingon theextentto which legal rightshavebeencurtailed,ratherthanthesizeor

extentof theeconomicimpact’.~ Soin thepresentdispute,thePanelfoundtheCanadian

law allowingpharmaceuticalstockpilingbeforethepatenttermexpiredwaswithout

limits on thequantitythatcouldbestockpiledandwasthereforea ‘substantial

curtailment’ratherthana ‘limited exception’,andsocontraryto Art 30.309Giventhis

finding it wasnot necessaryfor thePanelto considertheotherelementsofArt 30 for

stockpiling.However,thePanelexpresslyleft openthequestionofhowmuch

curtailmentofthepatentholder’s‘exclusiverights’ wassufficientto constitutea

‘substantialcurtailment’andso‘whetheraparticularexceptionconstitutesalimited

exception,theextentto whichthepatentowner’srightshavebeencurtailedmustbe

measured’•310In reachingthis conclusionthePanelnotedthateachpossiblelimitation

neededto beconsideredindependentlyandthecommercialdetrimentto thepatent

holder’s ‘exclusiverights’ wasalsorelevantin assessingcurtailment.311

In contrast,thePanelacceptedthattheCanadianlaw allowing anexceptionfor regulatory

reviewwasa ‘limited exception’because‘the exceptionis confinedto conductneededto

complywith therequirementsof theregulatoryapprovalprocess,the extentoftheacts

unauthorizedby therightholderthatarepermittedby it will be small andnarrowly

bounded’.312Perhapsreadinginto thePanel’sdecision,thepresenceofregulatoryreview

provisionsin a numberofmemberstates’laws (includingAustralia)seemedto be

306 (2000)WT/DS114/R, 154.
307 (2000)WT/DS114/R, 155.
31~ (2000)WT/DS114/R, 155.

309 (2000)WT/DS114/R, 156.
310 (2000)WT/DS114/R, 155.
311 (2000)WT/D5114/R,155.
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significantin persuadingthePanelthat suchexceptionswerein factlimited. ThePanel

consideredthatthe ‘normalpractice’of exploitationby patentownerswas ‘to excludeall

forms ofcompetitionthatcoulddetractsiguificantlyfrom theeconomicreturns

anticipatedfrom apatent’sgrantofmarketexclusivity’.313In thepresentmatterthe Panel

consideredthatmarketexclusivitybeyondthepatenttermasaresultofdelayed

regulatoryapproval(defacto ‘exclusiverights’) wasnot a ‘normal practice’,314and

thereforethefurtherelementof ‘unreasonableness’wasnot considered.315Significantly,

thePanelacceptedthattheterm ‘normal’ can‘be understoodto refereitherto an

empiricalconclusionaboutwhat is commonwithin arelevantcommunity,orto a

normativestandardofentitlement’•316ThePanelthereforeacceptedtheregulatoryreview

provisionswerewithin thescopeofthis limb of Art 30.

In assessingthefinal limb ofArt 30, thePanelconsideredtheterm‘legitimateinterests’

in the contextofArt 30, ‘mustbedefinedin thewaythatit is oftenusedin legal

discourse— asanormativeclaim calling for protectionofintereststhat are‘justifiable’ in

thesensethattheyaresupportedby relevantpublic policiesorothersocialnorms’~317This

view wassupportedby thenegotiatingrecordsoftheTRIPS thatshowedanearlydraft of

Art 30 contemplatedexceptionsfor privateuse,scientificuse,prioruse,a traditional

exceptionforpharmacists,andthe like,318 althoughthis approachwasabandonedin

favourofageneralauthorization.319ThePanelexpressedsomesympathyfor including

thepolicy justifying nationalpatentlawsasdeterminingthe scopeofa ‘legitimate

interest’andthiswasbroaderthanjust legal interests.320Further,thePanelconcluded‘on

balance’that ‘the interestclaimedonbehalfofpatentownerswhoseeffectiveperiodof

marketexclusivityhadbeenreducedby delaysin marketingapprovalwasneitherso

compellingnorsowidely recoguizedthatit couldbe regardedasa ‘legitimateinterest’

312 (2000)WT/DSl 14/R,158.
313 (2000)WT/D5114/R,161.
314 (2000)WT/DS1 14/R,161-162.
315 (2000)WT/DS1 14/R,162.
316 (2000)WT/D5114/R,161.
317 (2000)WT/DS1 14/R,164.
318 SeeNegotiatingGroupon Trade-RelatedAspectsof IntellectualPropertyRights,includingTradein

CounterfeitGoods,StatusofWorkin theNegotiatingGroup (1990)MTN.GNG/NG11/W/76, 18.
319 Canada— PatentProtectionofPharmaceuticalProducts(2000)WT/DS114/R,165.
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within themeaningofArt 30~.321In this casemarketexclusivitybeyondthepatentterm

wasnota ‘legitimateinterest’ for thepurposesofArt 30 andsocouldnotbe

‘unreasonablyprejudiced’~322

ThePanelconcludedbecauseCanada’sregulatoryreviewprovisioncompliedwith each

limb ofArt 30 thedomesticlaw wasthereforenot in conflict with TRIPs.Further,no

discriminationasto thefield of technologywasfound(a requirementofArt 27)as

Canadaassertedtheregulatoryreviewprovisionwasavailablewhereverregulatory

approvalwasrequired.323TheEuropeanUnionwasunableto rebutthis contentioneven

thoughtheCanadianlawshadbeenenactedwith pharmaceuticalsin mind suggestingthat

skillful draftingoflegislationcanavoidclaimsof discrimination.

Thesignificanceof thiscaseis to suggestthattheobjectivesandprinciplesin Arts 7 and

8(1)do not in themselvesprovideamechanismto limit ‘exclusiverights’, but rather,

affectthe interpretationoftheotherpartsofTRIPs.InthecontextofArt 30, this allows

considerablescopeto interpretthekeyterms‘unreasonablyconflict’, ‘normal

exploitation’, ‘unreasonableprejudice’and‘legitimate interests’.A broadinterpretation

ofanyofthesetermsmightjustify a ‘limited exception’to thepatentee’s‘exclusive

rights’, particularlyif the ‘legitimate interestsofthirdparties’aretakento have

considerableweightin assessingwhatarethe ‘legitimateinterestsofthepatentowner’.

However,this shouldnotbea ‘re-negotiationofthebasicbalanceofthe[TRIPs]

Agreement’~324

This is likely to beanareaofconsiderabledevelopmentasmemberstatesseekto take

advantageof TRIPsto promotedomesticinnovationandtechnologytransferfor the

benefitandadvantageoftheirdomesticmarketsandeconomies.ThePaneldecision

establishedthatearlyworkingprovisions(Bolar exceptions)arean‘appropriate

320 (2000)WT/DS1 14/R, 163-165.
321 (2000)WT/D5114/R,168.
322 (2000)WT/D5114/R,169.
323 (2000)WT/DS1 14/R,171-174.
324 (2000)WT/DS1 14/R,154.
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‘ 325

measure andthatothercollateraladvantagesfrom patentprivilegesmaybe restricted.

However,while the scopeof collateraladvantagesthatmayberestrictedmaybe

uncertain,it is unclearwhetherArt 30 is confinedto thesecollateraladvantagesormight

extendfurtherto restrictthe ‘core’ ‘exclusiverights’, andif so,how far.

6.6 Other usewithout the authorization of the right’s holder — Art 31

TRIPsallows, in Art 31, for Memberstatesto havelawsthatallow ‘otheruseofthe

subjectmatterofapatentwithouttheauthorizationoftherightholder’ subjectto

respectingconditionsaimedat protectingthe ‘legitimateinterests’oftherightsholder.

The‘otheruse’ refersto ‘useotherthanthatallowedunderArt 30~.326This includes

governmentuseandusesby athirdpartythathasbeenauthorisedby government.Most

importantly, thisprovisionhasbeencitedastheauthorityformemberstatesto implement

compulsorylicensingschemes327andoriginatedfrom aproposalto restrictcompulsory

licensingin the initial TRIPsproposal.328While this provisiondoesnotspecifythe

groundsfor issuingacompulsorylicense,it doesimposeproceduralrequirementson the

circumstancesin which acompulsorylicensemaybe issued.Therequirementsarethat

eachauthorisationis to beconsideredon its meritsandsubjectto review,that effortsto

obtainauthorizationon reasonablecommercialtermsandconditionshavebeen

unsuccessfulwithin areasonabletime, theauthorizationhasa limited scopeandduration,

theauthorizeduseis notexclusive,theauthorizeduseis not assignable,theauthorized

useis ‘predominantlyfor thesupplyofthedomesticmarket’, theauthorizedusemaybe

terminatedwhenthe circumstancesrequiringauthorizationceaseandthereis adequate

remunerationandthis decisionis reviewable.329Theissuingofcompulsorylicensesfor

anti-competitiveconductis treatedseparately,330andadditionalrequirementsareimposed

325 SeealsoNationalEconomicResearchAssociates,PolicyRelatingto GenericMedicinesin theOECD.

FinalReportfor theEuropeanCommission(1998).
326 TRIPsArt 31 (footnote).
327 Seefor exampleCouncilfor Trade-RelatedAspectsof IntellectualPropertyRights,Communication

from theEuropeanCommunitiesand theirMemberStates(2001) IP/C/W/280,2.
328 NegotiatingGroupon Trade-RelatedAspectsof IntellectualPropertyRights,includingTradein

CounterfeitGoods,Suggestionby the UnitedStatesfor AchievingtheNegotiatingObjective,UnitedStates
Proposalfor Negotiationson Trade-RelatedAspectsofIntellectualPropertyRights(1987)
MTN.GNG/NG11/W/14,7.
329 TRIPsArt 31(a)-(j).
330 TRIPsArt 3 1(k).
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for theproperworkingofanotherpatent(dependentpatents).33’Significantly, the

requirementto first seekauthorizationoncommercialtermsandconditionscanbe

waivedin casesof ‘nationalemergency’,‘othercircumstancesofextremeurgency’332and

in casesofpublicnon-commercialuse.333

Compulsorylicensingwasincludedin TRIPsnegotiations,acceptingthatcompulsory

licensingis anappropriatelimitationonapatentee’s‘exclusiverights’.334However,the

scopeofcompulsorylicensingremainscontroversial(particularlythegroundof‘non-

working’),335with resolutionbeingfoundin afinal TRIPstext focussinginsteadon

proceduralrequirements.336Thishoweverleavesthecontroversialissueofthegrounds

justifying acompulsorylicenseopento furthernegotiationanddispute.

This provisionhasnotbeendirectlyconsideredunderthedisputesettlementscheme.

However,in Argentina— CertainMeasureson TheProtectionofPatentsandTestData337

theUnitedStatesassertedthat ‘Argentinafails to providecertainsafeguardsfor the

grantingof compulsorylicenses,includingtiming andjustificationsafeguardsfor

~ TRIPsArt 31(1).

332 Thereappearsto beconsensusamongWTO memberstatesthatthe levelof HIV/AIDS infection

reportedin somedevelopingcountriesis within themeaningofa ‘nationalemergency’orasa
‘circumstanceof extremeurgency’: seeforexampleCouncilfor Trade-RelatedAspectsofIntellectual
PropertyRights, CommunicationfromtheEuropeanCommunitiesand theirMemberStates(2001)
IP/C/W/280,3.
~ TRIPsArt 31(b).
~ SeeNegotiatingGrouponTrade-RelatedAspectsof IntellectualPropertyRights,includingTradein
CounterfeitGoods,Suggestionby theUnitedStatesforAchievingtheNegotiatingObjective,UnitedStates
Proposalfor Negotiationson Trade-RelatedAspectsofIntellectualPropertyRights(1987)
MTN.GNG/NG11/W/14,4.

Forexamplesofthis controversycomparetheEuropeanCommunitiesstance(NegotiatingGroupon
Trade-RelatedAspectsof IntellectualPropertyRights,includingTradein CounterfeitGoods,Guidelines
andObjectivesProposedby theEuropeanCommunityfor theNegotiationon Trade-RelatedAspectsof
SubstantiveStandardsofIntellectualPropertyRights(1988)MTN.GNG/NG11/W/26)with India’sstance p
(NegotiatingGrouponTrade-RelatedAspectsofIntellectualPropertyRights,includingTradein
CounterfeitGoods,StandardsandPrinciplesConcerningtheAvailability, Scopeand UseofTrade-Related
IntellectualPropertyRights:CommunicationfromIndia (1989)MTN.GNG/NG11/W/37); this reflectsin
partthe domestictensionsin theUnitedStatesupholdingtheabsoluterightof thepatenteeto exclude
othersfromusingtheinvention: for ananalysisofUnitedStatescasesseeJosephYosick, ‘Compulsory
PatentLicensesforEfficientUseof Inventions’ (2001)UniversityofIllinois LawRevue1275,1279-1282.
336 SeeGATT Secretariat,Draft FinalActEmbodyingtheResultsoftheUruguayRoundof
Multilateral TradeNegotiations(1990)MTN.TNC/W/35/Rev.1,Art 34.
~ (2000)WT/D5196/l.
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compulsorylicensesgrantedon thebasisof inadequateworking’.338 Theconcernappears

to havebeenthat Argentineanlawsestablishedaschemefor thegrantingofacompulsory

licensein circumstancesthelawsdefinedto be ‘anti-competitive’practiceswithout

referenceto anadjudicationthatthepracticewasalsoin breachofcompetitionlaws.

Following consultations,thepartiesnotifiedamutuallyagreedsolutionthatArgentina

wouldnot issuea compulsorylicensein circumstancesthelaws definedto be ‘anti-

competitive’ practicesunlessan adjudicationhadfirst beenmadethatthecircumstances

wasalsoanabuseofadominantpositionin amarketaccordingto domesticcompetition

laws.339Thepartiesagreedthatthis compromisewasconsistentwith Argentina’s

obligationsunderTRIPsArt 3 1(k).340

Thenin Brazil— MeasuresAffectingPatentProtection34’theUnitedStatesrequested

consultationswith Brazil underthedisputesettlementschemebecauseBrazil had

includeda‘local working’ requirementsubjectto a obligatorycompulsorylicensefor

‘failure to manufactureor incompletemanufactureoftheproduct’or ‘failure to makefull

useofthepatentedprocess’in Brazil. Thecomplainwaslaterwithdrawnandajoint

communicationfrom thepartiessetout theiragreementthattheBrazilianGovernment

would consultwith theUnitedStatesGovernmentbeforeissuingacompulsorylicense

overapatentheldby aUnitedStatesresident.342This disputeillustratedtheongoing

differencesofopinionaboutthegroundsfor issuingcompulsorylicensesandthatissuing

a compulsorylicenseon thegroundof‘local non-working’of apatentremainsopento

question.343Further,thedifferentperspectiveson theoperationofthisprovisiongenerally

divide amongdevelopedanddevelopingandleastdevelopedmemberstates.For

example,thedevelopedstatesassertthatArt 31 mustbereadin conjunctionwith the

otherprovisionsof TRIPs,suchasArt 27, sothatonly domesticproductioncanjustify a

338Argentina— CertainMeasureson TheProtectionofPatentsandTestData (2000)WT/D5196/1,1.
11~~ (2000)WT/D5196/4,2.
340 (2000)WT/D5196/4,2.
~ (2000)WT/D5199/l.
342 SeeOffice of theUnited StatesTradeRepresentative,UnitedStatesandBrazilAgreeto UseNewly

CreatedConsultativeMechanismtoPromoteCooperationon HIV/AIDSandAddressWTOPatentDispute,
PressRelease,25 June2001,01-46; WorldTradeOrganisation,Brazil— MeasuresAffectingPatent
Protection:NotificationofMutually AgreedSolution(2001)WT/DS1 99/4G/L/4541P/D/23/Add.1.

[
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compulsorylicense.344In contrastthedevelopingandleastdevelopedstatesassertthat

Arts 27 and28 addressdifferentmattersandcircumstancesandthat theseprovisions

thereforedo not limit the issuingof compulsorylicenses.345TheDeclarationaffirmed

thesedifferentpositionsandfailedto provideany furtherguidance:

while maintainingour commitmentsin theTRIPSAgreement,werecognizethat theseflexibilities

include: ... (b) EachMemberhastherightto grantcompulsorylicensesandthefreedomto determine

thegroundsuponwhich suchlicensesaregranted.346

Subsequentnegotiationshavebroughtthesedifferentpositionsinto view. The

Declarationidentifiedproblemsin TRIPsthatrequiredfurtherworkandongoing

negotiationwith aninstruction‘to find anexpeditioussolutionto this problem’for

memberstateswith ‘insufficientor no manufacturingcapacitiesin thepharmaceutical

sector’to enableeffectivecompulsorylicensing.347As ameasureofthestrong

disagreementamongmemberstatesaboutthegroundsfor issuingcompulsorylicenses

andtheconsequencesof concedingany ‘new’ grounds,this problemhasrequireda

separatelynegotiateddecision.348Thesolutionis to modify theoperationofArt 31(f) and

(h),349with theprospectofamendingTRIPsaccordingto this decisionat sometimein the

future.350Thedecisionimposesconditionsabouttheamountsmanufacturedand

~ Notethediscussionaboveabouttheongoingdisputeaboutthemaintenanceof this groundthrough
adoptionoftheParisConvention1967provisionsby TRIPsArt 2(1).
‘~‘~ Seefor exampleCouncilof Trade-RelatedAspectsofIntellectualPropertyRights,SpecialDiscussion
on IntellectualPropertyandAccessto Medicines(2001)IP/C/M131,37-38.
‘~“~ SeeforexampleCouncilforTrade-RelatedAspectsofIntellectualPropertyRights,Submissionby the
African Group,Barbados,Bolivia, Brazil, Cuba, DominicanRepublic,Ecuador,Honduras,India,
Indonesia,Jamaica,Pakistan,Paraguay,Philippines,Peru,Sri Lanka, Thailandand Venezuela(2001)
IP/C/W/296,8.
346 MinisterialConference,Declaration on the TripsAgreementandPublic Health (2001)
WT/MJN(01)/DEC/2,1.

MinisterialConference,Declarationon theTripsAgreementandPublic Health (2001)
WT/M1N(01)/DEC/2,2.
348 SeeCouncil for Trade-RelatedAspectsofIntellectualPropertyRights,ImplementationofParagraph6
oftheDohaDeclaration on the TRIPsAgreementandPublic Health (2003)WT/L/540.
‘~‘~ Council forTrade-RelatedAspectsofIntellectualPropertyRights,ImplementationofParagraph6of
theDohaDeclaration on theTRIPsAgreementandPublicHealth (2003)WT/L/540, [2] and [3].
350 Council for Trade-RelatedAspectsofIntellectualPropertyRights,ImplementationofParagraph6 of
theDohaDeclarationon theTRIPsAgreementandPublicHealth (2003)WT/L/540, [11].
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labeling,351extensivereportingrequirements352andmeasuresto limit thediversionofthe

patentprotectedproductsenteringotherterritories.353Siguificantly,thedecisionattempts

to isolatethe impactofthesemodificationsofTRIPsfrom theotherpartsofTRIPs354and

otherTRIPsissuesundernegotiation.355

TheprospectiveamendmentofTRIPsto reflecttheexpandedscopeofArt 31(f) and(h)

is unlikely to be easy.As ageneralisation,in negotiatingthesolutionthedevelopingand

leastdevelopedstatesfavouredauthoritativeinterpretationsoramendmentofArt 31,356

while developedstatesfavouredaddinganewclearlycircumscribedexceptionto Art

orawaiverofobligationsormoratoriumondisputesettlementdealingwith the

particularcircumstancesof eachcaseseparatelyandin isolationfrom TRIPs’

obligations.358Thesignificanceofthesedevelopmentsis thatanyacceptancethatTRIPs

shouldbeauthoritativelyinterpretedoramendedwill flow throughto thenegotiations

aboutotheraspectsofTRIPs.This is aparticularlyimportantissuefor any future

interpretationof TRIPsaboutthegroundsfor issuingcompulsorylicensesthat allowsit

to meetits objectivesandprinciplesaccordingto Arts 7 and8(1)outsidethescopeof

patentsandthesavingoftheParisConvention1967non-workinggroundsfor issuing

compulsorylicenses.Thispotentialto expandthereviewof TRIPsis alreadyapparentin

~ Council for Trade-RelatedAspectsof IntellectualPropertyRights,ImplementationofParagraph6of

theDohaDeclaration on theTRIPsAgreementandPublicHealth (2003)WT/L/540, [2(b)(i)] and

352 Councilfor Trade-RelatedAspectsof IntellectualPropertyRights,ImplementationofParagraph6 of

theDohaDeclaration on the TRIPsAgreementandPublic Health (2003)WT/L/540,[2(a)], [2(b)(iii)] and
[2(c)].
~ Councilfor Trade-RelatedAspectsofIntellectualPropertyRights,ImplementationofParagraph6of
theDohaDeclarationon theTRIPsAgreementandPublicHealth (2003)WT/L/540, [4] and [5].
~ Councilfor Trade-RelatedAspectsof IntellectualPropertyRights,ImplementationofParagraph6of
theDohaDeclarationon theTRIPsAgreementandPublicHealth (2003)WT/L/540, [9].
~ Councilfor Trade-RelatedAspectsofIntellectualPropertyRights,ImplementationofParagraph6of
theDohaDeclaration on theTRIPsAgreementandPublic Health (2003)WT/L/540, [9].
356 SeeforexamplesCouncilfor Trade-RelatedAspectsofIntellectualPropertyRights,Proposalson
Paragraph6oftheDohaDeclaration on theTRIPsAgreementandPublicHealth (2002)IP/C/W/351, 3-7;
Council forTrade-RelatedAspectsof IntellectualPropertyRights,Proposalson Paragraph6oftheDoha
Declarationon the TRIPsAgreementandPublic Health (2002) IP/C/W/355,3-6.
~ SeeCouncilfor Trade-RelatedAspectsof IntellectualPropertyRights,Paragraph6oftheDoha
DeclarationoftheTRIPsAgreementandPublicHealth (2002)IP/C/W/352,2.
358 SeeCouncilfor Trade-RelatedAspectsof IntellectualPropertyRights,ProposalsonParagraph6ofthe
DohaDeclaration on theTRIPsAgreementandPublicHealth (2002) IP/C/W/358, 6-7.
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commentsby developingandleastdevelopedstatesonotherapparentlyunrelatedaspects

ofreviewingTRIPs.359

ThisanalysisshowsthatTRIPsis an evolving agreementandthatthereis considerable

‘flexibility’ within thecurrentagreementto developandapplypatentlaws (and

competitionlaws)in awaythatpromotesAustralia’sparticularanddifferenteconomic

andtechnologicalinterests.Thefollowing Part7 analysesthepatentprivilegerelated

provisionsoftheAUSFTA to showthatmuchofTRIPs’ ‘flexibility’ is beinggivenup,

andfurther thatthepolicy challengesraisedin Part5 aboutthelackofevidence

demonstratingthebenefitsofTRIPs-pluspatentlawsprobablyhavenotbeenaddressed.

~ Forexamples,the ‘Reviewof theProvisionsof Article 27.3(b)’ (seefor exampleCouncil for Trade-
RelatedAspectsof IntellectualPropertyRights,MinutesofMeeting(2003)IP/C/M/39, 19), the
‘RelationshipbetweentheTRIPS AgreementandtheConventionon BiologicalDiversity’ (seefor example
Councilfor Trade-RelatedAspectsof IntellectualPropertyRights,MinutesofMeeting(2003)IP/C/M/39,
26),andtheoverlappingissuesin theDeclarationandthe‘ReviewoftheImplementationof theAgreement
underArt 71.1‘(seefor exampleCouncil for Trade-RelatedAspectsofIntellectualPropertyRights,Minutes
ofMeeting(2003) IP/C/M/38, 56).

69



7. AUSFTA — ANALYSIS OF SOME OF THE PATENT-RELATED PROVISIONS

Patentsareablunt economictool to promoteinvestmentin usefulinventionsandaddress

the inventionmarketfailure. Theirsuitability to second-orderdevelopedeconomies,like

Australia,is still opento speculationwith consequencesfor thepolicy settingsthatmight

be adoptedin implementingthe intellectualpropertyrequirementsofTRIPsandother

agreementslike theAUSFTA. Thus:

Therearelegitimatereasonsto beconcemedaboutthehighly protective[patenting]standardsthat

haveemergedrecentlyin theUntiedStatesandtheEuropeanUnion. Theselaws andjudicial

interpretationsprovidebroadpatentprotectionfor ... biotechnologicalinventions... It remainsto be

seenwhethersuchstandardstilt thebalancewithin thosejurisdictionstowardtheprivaterightsof

inventorsandawayfrom theneedsof competitorsandusers.It is nottoo earlyto claimthat theyare

inappropriatefor developingeconomiesandnet technologyimporters.360

Significantly,Australiais anet technologyimporter,361andwhilst its statusasa

developedcountryis certain,its economyis of avery differentorderto theUntiedStates,

JapanandtheUnitedKingdom,thatarethefirst-orderdevelopednations.362Further,

analysesofpatentgrantsbetweenotherdevelopedcountries(suchasthemember

countriesoftheOrganisationfor EconomicCo-operationandDevelopment,OECD; see

Table 1) and,by wayofexample,amongAustralia’smajoragriculturalexport

destinations(seeTable2) showsthattheUnitedStatesandJapanpatentconsiderably

360 KeithMaskus,IntellectualPropertyRightsin the GlobalEconomy(2000)237-238.
361 Seeforexamplethecompileddataof tradein patent-dependantgoodspresentedin JohnRevesz,Trade-

RelatedAspectsofIntellectualPropertyRights, StaffResearchPaper,ProductivityCommission(1999)61;
‘[c]omparing theAustraliandatawith theoverseasdatafrom 1989 revealsthat in recentyears,Australia
hasa greaterproportionof importswhich arepatent-relatedthananyof theothercountriesexamined.Our
shareofpatent-relatedgoodsin exportsis lower thanin mostindustrialisedcountries,andcomparableto
that of a semi-industrialisedcountrylike Portugal.Thereasonfor this isAustralia’straditionalrelianceon
the exportsofprimarycommoditiesandtheimportsofelaboratelytransformedmanufactures.The
differencebetweenpatent-relatedexportsandimportshasin factnarrowedin recentyears.It is worth
noting from thefiguresthat theshareofpatent-relatedexportsin tradeis particularlyhighin theleading
technologyexportingcountriessuchastheUnitedStates,Japan,UnitedKingdomandGermany’(62).
362 Forexample,GrossDomesticProduct(GDP) at 1995pricesand1995exchangeratesfor2002in
billions of UnitedStatesdollars:Australia—484.6,UnitedStates—9186.0,Japan—5606.5,Canada—741.4
andUnitedKingdom— 1354.9:Organisationfor EconomicCo-operationandDevelopment,Main
EconomicIndicators (2003)247;while thevalueaddedin agricultureasapercentof GDP (including
hunting, forestryandfishing) fora similarperiod: Australia— 3.5, UnitedStates— 1.6, Japan— 1.3, Canada
— 2.6 andUnitedKingdom— 0.9: Organisationof EconomicCo-operationandDevelopment,Main
EconomicIndicators (2002)272-275.
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more thanothercountries.Significantly,ofAustralia’smajoragriculturalexport

destinations,theUnitedStatesholds themajority ofnon-residentpatentgrants

(approximately64 percent).Further,theUnitedStatesholdsasignificantproportionof

Australia’stotalpatentgrants(approximately44 percentto total patentgrantsand49 per

centofnon-residentpatentgrantsin Australiain 2000;Table1) comparedto other

countries.In contrast,Japanis markedby amajority ofresidentpatentgrants

(approximately89 percent; Table1) andlimited non-residentpatenting(approximately

13 percentofnon-residentpatentgrantsin Australia;Table 3).TheUnitedKingdomand

otherOECDcountries(seeTables1 and3) arein a similarpositionto Australiawith the

majorityofpatentgrantsto non-residents(betweenapproximately60 and99 percent;

Table 1)andUnitedStatesresidentsholdingthemajority of thesenon-residentgrants.363

In thesecircumstancesthepolicy considerationabouttheplaceofintellectualproperty

rightsin Australianagriculturearedifferentto thefirst-orderdevelopedcountries(such

astheUnitedStatesandJapan).Theyarealsodifferentto thoseofdevelopingandleast

developedcountries.364Thus,thebenefitsandcoststo Australiain adoptingTRIPs-plus

measuresareunlikely to bethoseofthefirst-orderdevelopedcountriesorthedeveloping

(or leastdeveloped)countries,but ratheracompromisethatreflectsAustralia’sparticular

commercialandenvironmentalinterests.Theparticularinter-relatedissuesthatAustralia

facesarethatnon-residentsholdingthemajorityofpatents(seeTable1) in Australia,so

residentscanincreasinglybeexpectedto haveto negotiatewith non-residentright’s

holders(andmostprobablyUnited Statesresidents;seeTable 1 and3). Thesenon-

residentintellectualpropertyrightsreducethe likely economicbenefitto Australiaas

therewill be furthereconomicrentsfrom patentroyaltiesandincreasedcosts(and

inefficiencies)in negotiatingwith theright holder.

363 SeeWorld IntellectualPropertyOrganisation,IntellectualPropertyStatisticsfor 2000(2000)

WIPO/IP/STAT/2000/B,TableI Patents.
364 Foranaltemativeanalysesofpatentapplicationsandgrantsamongthedevelopingandleastdeveloped
countriesseeCharlesLawsonandSusanDowning,‘It’s PatentlyAbsurd— BenefitSharingGenetic
Resourcesfrom the SeasAccordingto UNCLOS,theCBD andTRIPs’ (2002)5 JournalofInternational
Wildlife LawandPolicy211.
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Table 1: Comparison of number ofpatent applications filed and grants made as a
percentageoftotals for residentsand non-residentsfor the Organisation for
EconomicCo-operation and Development(OECD) countries in descendingorder of
total patent grants.Data compiled from theWorld Intellectual Property Organisation,
IntellectualPropertyStatisticsfor 2000 (2000)IP/STAT/2000/BTableI Patents.The
dataillustratethequantitativedifferencesinpatentgrantsby theUnitedStatesandJapan
andthatthemajorityofpatentgrantsaremadeto non-residentsexceptin theUnited
States,JapanandSouthKorea.

Country Patentapplications*

Resident Non- Total

Patentgrants*

Resident Non- Total
residentapplications residentgrants

(%) (%) (100%) (%) (%) (100%)
United States* 52.9 47.1 331,773 54.0 46.0 157,496
Japan 80.0 20.0 486,204 89.2 10.8 125,880
Germany 30.0 70.0 262,550 40.6 59.4 41,585
France 13.4 86.6 160,178 28.3 71.7 36,404
Repof Korea 42.6 57.4 172,184 65.6 34.4 34,956
UnitedKingdom 14.4 85.6 233,223 12.4 87.6 33,756
Italy 7.6 92.4 151,188 23.4 76.6 24,937
Netherlands 5.2 94.8 144,341 16.5 83.5 17,052
Spain 1.9 98.1 202,439 10.9 89.1 15,809
Australia* 12.8 87.2 80,721 9.3 90.7 13,916
Sweden 5.0 95.0 204,173 15.1 84.9 13,812
Switzerland 3.5 96.5 201,571 11.0 89.0 12,258
Belgium 1.3 98.7 141,766 6.2 93.8 12,122
Canada 6.4 93.5 85,926 9.2 90.8 12,125
Austria 1.5 98.5 201,030 0.4 99.6 11,266
Denmark 1.7 98.3 200,652 3.7 96.3 8,484
Portugal 0.06 99.94 198,700 0.8 99.2 6,354
Greece 0.04 99.96 140,540 0.05 99.95 6,059
Ireland 0.2 99.8 140,519 0.6 99.4 5,916
Luxembourg 0.1 99.9 198,631 1.1 98.9 5,901
NewZealand 3.3 96.7 67,938 11.9 88.1 4,587
Finland 1.5 98.5 198,293 1.0 99.0 2,557
Poland 3.7 96.3 64,873 38.1 61.9 2,463
Norway 2.7 97.3 68,055 16.4 83.6 2,412
CzechRepublic 0.9 99.1 62,645 16.9 83.1 1,611
Hungary 1.4 98.6 62,438 11.0 89.0 1,605
Turkey 0.4 99.6 77,274 2.2 97.8 1,157
SlovakRepublic 0.4 99.6 60,511 9.3 90.7 894
Iceland 0.09 99.91 59,656 12.5 87.5 16

* Morerecentdatais availablefrom World IntellectualPropertyOrganisation,IntellectualProperty

Statisticsfor 2001,IP/STAT/2001/A(2000)TableI Patentsthat reflectthesesametrends.Thus,in
2001 Australiahad95 173 applications(madeup of 10 244 (10.8%)residentand84 929 (89.2%)
non-residentapplications)and 13 983 grants(madeup of 1 270 (9.1%)residentand 12 713 (90.9%)
non-residentgrants),while theUnitedStateshad375 657 applications(madeup of 190 907 (50.8%)
residentand 184 750 (49.2%)non-residentapplications)and 166 038 grants(madeup of 87 606
(52.8%)residentand78 432 (47.2%)non-residentgrants).Similardataareapparentfrom
intemationalfilings underthePatentCo-operationTreaty:seeWorld IntellectualProperty
Organisation,YearlyReviewofthePCT:2002 (2004)6.
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Table 2: Australia’s major exports of agriculture (excluding fisheries,forestry
andrubber) in 2002.Data compiledfrom the Department ofForeign Affairs and
Trade(http://www.dfat.gov.au/trade/negotiations/tradein agriculture.html#aaebd
visited 27 August2003)andWorld IntellectualPropertyOrganisation,Intellectual
PropertyStatisticsfor 2000 (2000)IP/STAT/2000/B,TableI Patents.Thedata
illustratequantitativelythatJapanandtheUnitedStatesaremajorexport
destinationsfor Australianagricultureandthatresidentsofthosedestinationsare
alsothemajorholdersofpatents.

Destination(**)

Japan
United States
China
United Kingdom
Rep of Korea
Indonesia
NewZealand
Taiwan
Saudi Arabia
Italy
Singapore
Philippines
Malaysia
Canada
Thailand

A$b
3.8
3.3
2.3
1.2
1.2
1.1
1.0
0.8
0.7
0.6
0.6
0.6
0.6
0.6
0.6

Rank
7
2
3
4
5
6
7
8
9
10
11
12
13
14
15

%share

12.8
11.1
8.0
4.2
4.0
3.8
3.5
2.8
2.4
2.2
2.2
2.1
2.0
1.9
1.9

Patentgrants
Resident
112,269
85,071
6,475
4,170
22,943
*

547
*
2
4,726
110
8
*

1,117
153

Non-resident
13,611
72,425
6,881
29,586
12,013
*

4,040
*
6
20,211
4,980
558
*

11,008
388

* Nonerecordedby WIPO.
** Agricultural exportsby destinationandexcludingfisheries,forestryandrubber.
~ Percentshareof totalagriculturalexportsexcludingfisheries,forestry andrubber.

Total

125,880
157,496
13,356
33,756
34,956
*
4,587
*
8
24,937
5,090
566
*

12,125
541
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Table 3: A comparison of country of origin of non-residents
receiving Australian patent grants (2000data) among
Australia’s major export destination of agriculture products
(excluding fisheries,forestry andrubber) in 2002.This Table
includesdatafrom Tables1 and2 and World Intellectual Property
Organisation,IntellectualPropertyStatisticsfor 2000(2000)
IP/STAT/2000/B,Table11(A) Patents.Thedataillustrate
quantitativelythat JapanandtheUnitedStatesaremajorexport
destinationsfor AustralianagricultureandthattheUnited States
residentsholdthemajorityofthesenon-residentpatentsin
Australia.

Australia’s %share Patentgrantsin Australia
Agricultural Rank of total
exports agricultural Number %Total
by destination exports(***) (approximate)

Japan 1 12.8 1,231 13
United States 2 11.1 6,072 64
China 3 8.0 401 4
UnitedKingdom 4 4.2 944 10
RepofKorea 5 4.0 114 1
Indonesia 6 3.8 *
NewZealand 7 3.5 108 1
Taiwan 8 2.8 *
SaudiArabia 9 2.4 *
Italy 10 2.2 190 2
Singapore 11 2.2 *
Philippines 12 2.1 *
Malaysia 13 2.0 *
Canada 14 1.9 260 3
Thailand 15 1.9 *
* None recorded by WIPO, although these data will be included in the ‘Others’

thatwas187patentgrantsin 2000or2%.
* * None recorded by WIPO.

*** Excluding fisheries, forestry and rubber.
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Theover-ridingobjectiveoftheproposedAUSFTA is to benefitAustralia’snational

interest:

The AgreementaElisoreflectsAustralia’sbroadtradeandeconomicinterests.It removesalmostall

barriersto Australia’sexportsof goodsto theUnitedStatesandprovidesforaveryhighdegreeof

economicintegrationof our marketsthroughcomprehensivecommitmentson a rangeof areas

including tradein services,investment,govemmentprocurement,intellectualproperty,electronic

commerceandcompetitionpolicy. Thus,theAgreementimprovesaccessto andfacilitatestradewith

Australia’slargesttradeandinvestmentpartnerandtheworld’s largesteconomy.365

In dealingwith intellectualpropertytheRegulatoryImpactStatement(RIS) provides:

IntellectualProperty:TheAgreementincludescommitmentsto strengthenourprotectionof intellectual

propertybeyondthoseprovidedby multilateralagreementssuchastheWTO’s TradeRelatedAspects

of IntellectualPropertyRightsAgreementandWorld IntellectualPropertyOrganisationTreaties.366

In describingtheimpactonAustralianbusinesstheRISprovides:

TheChapteron IntellectualPropertywill reinforceAustralia’sreputationasoneoftheworld’s leading

countriesin protectingandenforcingintellectualpropertyrights. Theharmonisationof ourlawswith

theworld’s largestintellectualpropertymarketwill provideAustralianexporterswitha more familiar

environmentandcertainlegalenvironmentfor theexportof value-addedgoodsto theUnitedStates.In

tum, US investorswill beattractedtotheAustralianmarketbecauseof greaterfamiliarity and

confidencein our legalsystem.367

Australia’sobjectivesin negotiatingtheAUSFIA wereto:

365 Commonwealth,Australia - UnitedStatesofAmericaFreeTradeAgreement,NationalInterestAnalysis

(2004)2.
366 Commonwealth,Australia - UnitedStatesofAmericaFreeTradeAgreement,RegulatoryImpact

Statement(2004)4.
367 Commonwealth,Australia - UnitedStatesofAmericaFreeTradeAgreement,RegulatoryImpact
Statement(2004)8; further,thereis a recognitionthat ‘[tihere areadditionalcommitmentsto bindour
existingstandardsof regulationin certainaspectsofintellectualpropertyprotection’(10).
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* Reaffirmthestandardsestablishedin theWTOAgreementon Trade-RelatedAspectsofIntellectual

PropertyRightsandotherinternationalintellectualpropertyagreementsto which theUSA and

Australiaaresignatories.

«Seekto ensurethat therights ofAustralianholdersof intellectualpropertyareprotectedaccordingto

internationalstandardsin theUS, includingtheright to beremuneratedfairly foruseoftheir works.

«EnsurethatAustraliaremainsfreeto determinetheappropriatelegalregimefor implementing

internationallyagreedintellectualpropertystandards,maintaininga balancebetweentheholdersof

intellectualpropertyrightsandtheinterestsof users,consumers,communicationscarriersand

distributors,andtheeducationandresearchsectors.

«Deepencooperationon intellectualpropertyissuesof mutualinterest,advancingourcommon

objectivesin multilateralintellectualpropertynegotiations;andstrengtheningcooperationbetween

our respectiveintellectualpropertyagencies.

«Exploreopportunitiesto workwith theUnitedStatesto promotetheimplementationof effectiveand

appropriateintellectualpropertysystemsin theAsia-Pacificregion,without limiting thescopeof

existingactivitiesof this nature.368

The onlynecessarychangesto legislationarestatedto be ‘Amendmentsto thePatents

Act1990 to ensurethat thegroundfor revocationofapatentwill continueto be

available’ 369 However,othernecessaryamendmentsarereportedto bepresentlyunder

consideration.370

Themostsignificantrecentdevelopmentin assessingthecostsandbenefitsof the

AUSFTAhasbeentheCentreforInternationalEconomics’report.371Unfortunately,the

economicanalysisin dealingwith patentsonlyaddressesthelikely impactofextending

patenttermswherethereis an issueofprotectingtestdata.372No othereffectsofpatents

wereconsidered,althoughnotably,thereportasserts‘[tihe Agreementreinforces

Australia’sexisting frameworkfor industrialpropertyprotectionandstrengthens

368 Commonwealth,Australia - UnitedStatesofAmericaFreeTradeAgreement,NationalInterestAnalysis
(2004)annex2 (36).
369 Commonwealth,Australia - UnitedStatesofAmericaFreeTradeAgreement,NationalInterestAnalysis

(2004)annex8 (50).
370 SeeCentrefor InternationalEconomics,EconomicanalysisofAUSFTAImpactofthebilateralfree
tradeagreementwith theUnitedStates(2004)35.
371 Centrefor InternationalEconomics,EconomicanalysisofAUSFTAImpactofthebilateralfreetrade
agreementwith the UnitedStates(2004).
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copyrightprotection’~ This lackofeconomicanalysiswasalsoreflectedin the

negotiationandadoptionofTRIPs.374

Without acomprehensiveanalysisofthe likely effectsofthecurrentpatentarrangements

andthenhow theyarelikely to bechangedby theAUSFTA theplaceofpatentsin the

AUSFTA is difficult to assess.Perhaps,patentsaremerelypartofthe ‘to andfto’ of

negotiation,with thenegotiatorsawareofthe likely costsandbenefitsandoffsettingthe

coststo Australiaasanet technologyimporteragainstotherbenefits.As theAustralian

Governmenthasasserted:

thefreetradeagreementis a oncein agenerationopportunityfor Australiato link itselfto the

world’s largestandstrongesteconomy.Thanksto thefreetradeagreement,overtimeAustraliawill

becomepartof a domesticeconomythat is some300 million peoplestrong.Thathistoric senseof

beinga small, vulnerableeconomyin anuncertainworldwill finally bedispelledthanksto thefree

tradeagreementthatthis governmenthasnegotiatedwith theAmericangovernment.375

However,withoutactuallytransparentlyassessingthecostsandbenefits,it seems

difficult to acceptthatTRIPs-plusmeasuresarenecessarilyjustified. Thefollowing

sectionssetout someoftheissuesthatmight beusefullyaddressedin assessingthecosts

andbenefitsoftheproposedAUSFTA patent-relatedprovisions.

7.1 Scopeand objectivesof the AIJSFTA

TheAUSFTA will now set theminimumstandardsfor patentsin Australia.Accordingto

TRIPsArt 4, thesamepatentstandardsmustbeappliedto all otherWTO members

states’residentsseekingpatentprivilegesin Australia.By agreeingto aTRIPs-plus

regimewith theUnitedStates,thosesameTRIPs-plusmeasureswill beappliedto all

372 Centrefor InternationalEconomics,EconomicanalysisofA USFTAImpactofthebilateralfreetrade

agreementwith theUnitedStates(2004)4 1-42; notablytheseeconomicimpactsareconsideredto be
negligible (althoughthelikely changesto theregulatoryschemewereunknown,42).
~ Centrefor InternationalEconomics,EconomicanalysisofA USFTAImpactofthebilateralfreetrade
agreementwith the UnitedStates(2004)41.
~ SeeIndustryCommission,ExtendingPatentLife: Is it inAustralia’sEconomicInterests?,Staff
InformationPaper(1996)32.
~ Commonwealth,ParliamentaryHansard,HouseofRepresentatives,8 May2004,26155(Prime
Minister).
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otherWTO memberstates.376While theremaybegoodreasonstojustify thisposition

theyhavenotbeendisclosedandtheydo notappearto havebeensubjectedto an

assessmentaccordingto theframeworksetout in theCPA.377Further,this is asurprising

developmentgiventheopportunitiesAustraliamaybegivingup to developpatentlaws

suitedto its particulareconomicandsocialcircumstancesascontemplatedby TRIPs’

‘flexibility’.

7.2 Objectives and principles TRIPs

TheprovisionsoftheAUSFTA arenotablein excludingtheprinciplesandobjectives

outlinedin TRIPsArts 7 and8(1). This is a surprisingpositionforAustraliato adopt.If

Arts 7 and8(1)areinterpretedto meanthat eachprovisionofTRIPsshouldbereadin

light oftheseobjectivesandprinciplesandthatTRIPsco-existswith otherpublicpolicy

objectives,thenTRIPs’ provisionsmaybeoverriddento meettheseotherpolicy

objectives.However,leavingout thispossibilityapparentlyconfirmsthatAustralia

prefersto considerpatentsasanecessaryincentiveto promoteinvestmentin new

inventionsand,asaconsequence,this promotestheobjectivesandprinciplesofArts 7

and8. Thusin effect, theAUSFTA is likely to affirm thatTRIPs,andtheTRIPs-plus

measuressetout in theAUSFTA, overrideotherregulatoryschemes.While this maybe

desirable,thelikely consequencesofthis approachshouldbeproperlyassessed,relying

on theprinciplesarticulatedin theCPA to identify thejustificationsfor this approachand

whetherotherapproachesmightbeadoptedto achievethesameendswithoutunduly

restrictingcompetitionin Australia.

~ Notably Australiadid notnegotiateequivalentor similarprovisionsin its agreementswith Singapore:

Singapore-AustraliaFreeTradeAgreement[2003]ATS 16, ch 13.
~ Notably, theIPCRCommitteedid commentthatAustraliarnightbenefitfrom making its intellectual
propertylaws ‘on par’ with themostdevelopedeconomies:‘InternationallyconsistentIP lawsbenefit
Australiaastheycanfacilitate internationaltradeandinvestment.Theydo this bothby eliminatingofficial
barriersto tradeand investmentandby reducingthetransactionscoststhatwould otherwisebefacedby
Australianexportersandimporters—forexample,in securingtheinternationaltransferof technologyand
of theresultsof investmentin creativeeffort: IPCRCommittee,aboven 21,27; significantlythough,the
IPCRCommitteemadeno assessmentabouttheparticularpolicy settingsor thethresholdsatwhich the
detrimentsfrom broadlycomplyingwith themostdevelopedeconomiesoutweighedthebenefits.
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7.3 More extensiveprotection

As setout above,morecomprehensivepatentrightsmaybemorebeneficialto theUnited

StatesthanAustralia.TheAUSFTArestatestheTRIPsprovision,with someuncertain

languagechanges,378thatdomesticlawsmayimplement‘more extensive’measuresthat

theminimumstandardsrequiredby TRIPs(andhencetheAUSFTA).379TheAUSFTA

thenextendsthisrequirementby providingthatbothAustraliaandtheUnitedStates

‘shall endeavourto reducedifferencesin law andpracticebetweentheirrespective

systems’~38OTheeffectofthis provisionremainsuncertain,althoughit is conceivablethat

theUnitedStateswill leadwith everincreasingprotectionfor patentholdersand

Australiawill becompelledto follow. With respect,thismaynotnecessarilybe to

Australia’sadvantage.Forexample,wherethescopeofapatentis probablyanalmost

completeimmunity from competitionlaws.An assessmentofthiscontentionillustrates

the concern.

An unresolvedquestionis whethercompetitionlawsshouldbeappliedto the ‘purpose

andscope’ofthepatentprivilege,orlimited only to thosecircumstanceswherethepatent

holderseeksa ‘collateraladvantage’.This is a significantunresolvedissuein determining

theappropriatebalancebetweenpatentandcompetitionlaws,andreinforcesthe

importantplaceofthepatentthresholdcriteriain providingonly a sufficientincentiveto

inventionasopposedto an excessiveincentivewith correspondingpotentiallyanti-

competitiveconsequences.ThecurrentAustralianpolicy suggeststhat apatentprivilege

is only likely to be limited whereit seeksa ‘collateraladvantage’to thepatentprivileges

withoutanobjectivereason.

Thus, in applyingthe TradePracticesActs 51(3)to determineaccessto theexemptionof

certainconditionsin licensesandassignmentsto theexemption,theTradePractices

Commissionstated:‘if thereis any doubtwhetheraconditionrelatesto thesubjectmatter

378 The differenceis between‘not inconsistent’in theAUSFTA Art 17.1.5and ‘not contravene’TRIPsArt

1(1); theAUSFTAalsorequiresenforcementto be ‘not inconsistent’with theAUSFTA: AUSFTAArt
17.1.5.
379 TRIPsArt 1(1); AUSFTAArt 17.1.5.380AUSFTAArt 17.9.14.
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ofa license,thepurposeandscopeof theexclusiverightsgrantedby the ... [patent] ...

will beconsideredto determinewhetheracollateraladvantagehasbeenachievedby the

condition’.381TheAustralianGovernmentrecentlysupportedthedevelopmentofnew

guidelinesto beissuedby theAustralianCompetitionandConsumerCommission

addressingtheinteractionbetweenintellectualpropertyandtheTradePracticesActpt

LV.382 TheAUSFTA aremayimposeanewstandardof thecontentof theseguidelines

andremovingsomeof thepotentialto shapetheimplementationof competitionlawsto

suit Australia’seconomicandsocialcircumstances.

TheTradePracticesCommission’sview appearsto be consistentwith mostcourt

decisions(andmanyeconomists)383andappearsto supportthecontentionthat

competitionlaws shouldonly apply to patentprivilegeswhentheyareusedin waysthat

go beyondthescopeoftheprivilegesbeinggranted.384Thus, in theUnited Statesthe

FederalCircuit decisionin IndependentServiceOrganizationsAntitrustLitigation385

stated,andnotablyanappealpetitionto theUnitedStatesSupremeCourtwasdenied:386

In theabsenceof anyillegal tying, fraudin thePatentandTrademarkOffice, or shamlitigation, the

patentholdermayenforcethestatutoryrightto excludeothersfrommaking,usingor sellingthe

claimedinventionfreefrom liability undertheantitmst laws.Wethereforewill not inquireinto his

subjectivemotivationfor exertinghis statutoryrights, eventhoughhis refusalto sellor licensehis

patentinventionmayhaveananti-competitiveeffect,so longasthat anti-competitiveeffectis not

illegally extendedbeyondthestatutorypatentgrant.387

381 TradePracticesCommission,ApplicationoftheTradePracticesAct toIntellectualProperty(1991)13;

this is the currentAustralianCompetitionandConsumerCommissionpolicy, althougha newpolicy
documentis expectedsoon: seeTradePracticeAct ReviewCommittee,ReviewoftheCompetition
ProvisionsoftheTradePracticesAct (2003)87.
382 SeeCommonwealth,ReviewoftheCompetitionProvisionsofthe TradePracticesAct(2002)88 and the
GovernmentResponseto Recommendation3.3.
383 Seefor anAustralianexampleIPCRCommittee,aboven 21,24.
384 While thereare norecentAustraliancasesdirectlyonthis point, Australiancourtshavetendedto avoid

characterisingthecircumstancesso thatthis issueneedsto beaddressed:seeforexampleAPRALtdv
CeridalePryLtd (1990)97 ALR 497;note WarmanInternationalv EnvirotechAustraliaPryLtd (1986)11
FCR 478, 502.
385 203 F3d 1322 (2000).
386 531 US 1143 (2001).
387 IndependentServiceOrganizationsAntitrustLitigation 203 F3d1322,1327-1328(2000).
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In thesecircumstancesotherpolicy objectivesmightbeimportantto, in thewordsof

TRIPs, ‘contributeto thepromotionoftechnologicalinnovationandto thetransferand

disseminationoftechnology,to themutualadvantageof producersandusersof

technologicalknowledgeandin amannerconduciveto socialandeconomicwelfare,and

to abalanceof rightsandobligations’.388This is asignificantdevelopmentinUnited

Stateslaw astheUnitedStatesDepartmentofJusticeandtheFederalTradeCommission

guidelineson licensingintellectualpropertystate:

Intellectualpropertylawbestowson theownersofintellectualpropertycertainrights to exclude

others.Theserights help theownersto profit fromtheuseof theirproperty.An intellectualproperty

owner’srightsto excludeare similar to the rightsenjoyedby ownersofotherformsof private

property.As with otherformsof privateproperty,certaintypesofconductwith respectto intellectual

propertymayhaveanti-competitiveeffectsagainstwhich theantitrustlaws cananddo protect.

Intellectualpropertyis thusneitherparticularlyfreefrom scrutinyundertheantitrustlaws,nor

particularlysuspectunderthem.389

Theeffectof theIndependentServiceOrganizationsAntitrustLitigation maybe to limit

thepotentialfor Australiancompetitionlawsto restricttheanti-competitiveeffectsof a

patentholder’sconductwhentheyareexercisingthe‘purposeandscope’oftheirrights.

For example,apatentholdermight arguethatthird line forcing is acceptablein orderto

protecttheirreputationandbrandandsothe‘purposeandscope’oftheirpatentprotected

product.

7.4 Exemptions from TRIPs

TheAUSFTA setsoutanarrowerrangeofpossibleexemptionsfrom TRIPs.Thus, the

AUSFTA doesnot contemplatetheexemptionof plantsandanimals(otherthanmicro-

organisms)inventionsfrom patentprivilegesor theessentiallybiologicalprocessesfor

theproductionofplantsor animals(otherthannon-biologicalandmicrobiological

processes).390Further, theAUSFTA doesnot appearto considerthat aneffectivesui

388T~PsArt 7.
389 United StatesDepartmentofJusticeandFederalTradeCommission,Anti-trustsGuidelinesfor the

LicensingofIntellectualProperty(1995)s2.1.
390 TRIPsArt 27(3)(b).

81



generissystem(suchasplantbreeder’sright underthePlantBreeder’sRightsAct1994

(Cth)) mightbemoreappropriatethatpatenting.This mayalsobe significantto

Australia’sagriculturesectorthatrelieson accessto keygermplasmto remain

competitiveandthat is increasinglylikely to besubjectto patentprivileges,potentially

competingagainstthepatentholderin theirdomesticmarket.391

7.5 Revocationof patents

TheAUSFTAprovidesthat ‘a patentmayonly berevokedongroundsthatwould have

justifiedarefusalto grantthepatent,oronthebasisof fraud,misrepresentationor

inequitableconduct’~ It is notcertainwhattheterm‘revoke’ meansandwhetherit is

confinedto only theformalrevocationrecognizedin thePatentsActss 101 and137, or

extendsmorebroadlyto theexistingforfeiture(afterthegrantofa compulsorylicense)

provisionsin thePatentsActss 133 and134. The forfeiturerequirementsin thePatents

Acts 134 areconfusingandhavenotbeenapplieddealingwith unresolved

terminology.393However,theseprovisionswereintendedto addressaconcernthatnon-

residentpatentownersmight limit domesticprosperityby hinderingdomestic

manufactureandindustrydevelopmentwhileatthe sametimeextractingmonopoly

profits.394Promotingdomesticindustryanddevelopmentmayno longerbe imperatives,395

but compulsorylicensingandforfeitureprovidepotentiallyusefultools to implement

competitionobjectiveswhereanon-residentpatentholder(ortheir licenseeorassignee)

seeksto imposehigh pricesandrestrictaccessto keytechnology.In thesecircumstances

it is notclearwhyAustraliawould wantto giveup thismeasurewhenit is only likely to

beappliedwherea patentholderis unnecessarilyorunfairlyrestrictingcompetition.396

391 Seetheanalysisin CharlesLawson,Patents,plantbreeder’srights andtheInternationalTreatyon

PlantGeneticResourcesfor FoodandAgriculture, Submissionto theJointStandingCommitteeon
Treatiesinquiry into theInternationalTreatyonPlantGeneticResourcesforFoodandAgriculture (2004).392AUSFTAArt 17.9.5.

~ Forananalysisof theseprovisionsseeCharlesLawson,‘PatentingGenesandGeneSequencesand
Competition:PatentingtheExpenseof Competition’(2002)30 FederalLawReview97.
~ SeeIndustrialPropertyAdvisory Committee,Patents,InnovationandCompetitioninAustralia (1984)
28.
~ IPCRCommittee,aboven 21, 162.
396 Notably, theIPCRCommitteedid notconsidertheplaceof revocation,so theassessmentof this
provisionin respectof theCPA isuncertain:seeIPCRCommittee,aboven 21.
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7.6 Compulsory licensingpatents

TheAUSFTA confinesthepossiblescopeofthe ‘other usewithouttheauthorizationof

theright’s holder’ provisionsin TRIPs.397Most significantly, theAUSFTA provision

doesnot includea remedywheretheright’s holderrefusesto makethepatentprotected

productavailableunlessthereis abreachof thecompetitionlaws.This is asignificant

concessionin Australiaasit is veryunlikely thatapatentholderwouldbe foundto have

marketpowerundertheTradePracticesActs46 becauseofthewaya ‘market’ wouldbe

determined,398orthe ‘take advantage’wouldbeconsidered(considered,in part,above).399

Thejustification for restrictingthescopeofcompulsorylicensingfurtherthanTRIPs’

minimumrequirementsis uncertain,aseventheIPCRCommitteeconcededthat ‘the

threatofcompulsorylicensingmayleadto innovationsbeingworkedsoonerandmore

widely thantheywouldotherwisehavebeen’.400Further, thisapproachis likely to over-

ride thepreservedParisConvention1967groundsfor issuingcompulsorylicensesin

TRIPsArt 31 includinga ‘failure to work’ and‘appropriatemeasures’in TRIPsArts 8(2)

and40 thatincludethebodyofrulesadoptedby statesimplementingtheParis

Convention1967 to address‘unfair competition’.

7.5 Exhaustion

Whereapatentee(or licenseeorassignee)sellsaproductprotectedby apatent,thenthe

purchaseris entitled ‘to anundisturbedandunrestricteduse’40’oftheproduct402(asan

impliedlicenseoran impliedtermofsale),403subjectto anyagreementto thecontrary.404

397 TRIPsart 31; AUSFTAArt 17.9.7.

398 Seefor exampleFrancesHanksandPhillip Williams, ‘Implicationsof theDecisionoftheHigh Courtin

QueenslandWire’ (1990)17 MelbourneUniversityLawReview437.
~ Seefor exampleCharlesLawson,‘PatentingGenesandGeneSequencesandCompetition:Patentingthe
Expenseof Competition’ (2002)30 FederalLaw Review97.
400 IPCRCommittee,aboven 21, 162.
401 NationalPhonographCo ofAustraliaLtdvMenck(1911)12CLR 15, 24.
402BettSv Willmott (1871)LR 6 ChApp 239, 245 (Lord Hatherly);citedwith approvalin InterstateParcel
ExpressCoPtyLtd vTime-LifeInternational(Nederlands)BV(1977)138 CLR 534, 542 (GibbsJ).
403 SeeInterstateParcelExpressCoPtyLtdv Time-LifeInternational(Nederlands)BV(1977)138 CLR
534.
404 SeeSoci~t~AnonymedesManufacturesdeGlacesv Tilghman‘s PatentSandBlastCoLtd (1883)25 Ch
D 1;NationalPhonographCo ofAustralia vMenck[1911]AC 336; further,thepurchasermayrepairthe
product,butnotreconstructit onceit reachestheendof itsnaturallife: SolarThomsonv Barton [1977]
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As ageneralisation,exhaustionhappensin Australiaonsalein Australia,subjectto a

contraryagreement.While theprinciple is veryclear,its applicationis uncertainwhen

determiningtheobligationsthat flow throughto subsequentpurchasersandusersofthe

product,405especiallywherethoseproductsaremovedbetweenpatentingterritories.406

TheIPCRCommitteeextensivelyconsidered‘parallelimport’ restrictionsrelatingto

copyright407andtrademarks.408This interestcorrespondswith recentlegislativeaction.409

Unfortunatelytherewasno considerationofthis issuefor productsprotectedby patents

eventhoughmayofthesameeconomicconsiderationsandconsequencesthatapply to

copyrightalsoapply to patents.Thus,exhaustionrulesin Australiamightbenefitfrom a

reviewandaconsiderationof theverywide scopefor suchrulesunderTRIPs.With their

beingno technicallimitations in TRIPs,areviewof exhaustionruleson patentprotected

productsis overdueandlawsmightbe developedandappliedto meetthesameobjectives

for all intellectualpropertyrights.For example,Australiamightadoptarule of

internationalexhaustionsothatthe legitimatesaleof theproductprotectedby apatent

anywherein theworld exhaustedthepatentee’s‘exclusiverights’ andpreventedprice

discriminationbetweenAustraliaandotherterritories.However,theprovisionsof

AUSFTArestricttheexhaustionoptionsfor Australiaandtie Australiato thosefavoured

by theUnitedStates.410

Significantly, Australiashouldtakenoticeoftherecentdevelopmentsin theexhaustion

rulesappliedin theUnitedStates,from wherethemajorityofAustralia’snon-resident

RPC537; although‘[t]he principleis quiteclearthoughits applicationis sometimesdifficult; you may
prolongthe life of a licensedarticlebutyoumustnotmakea newoneunderthecoverof repair’: Sirdar
RubberCov Wallington, Weston& Co (1907)24 RPC539, 543.
405 This is anespeciallyinterestingissueaspatentedproductsaretreateddifferently from otherchattels,yet
manycommentatorsassertthatpatentsarethesameanotherformsofproperty:seefor exampleUnited
StatesDepartmentof JusticeandFederalTradeCommission,Anti-trustsGuidelinesfor theLicensingof
IntellectualProperty(1995)s2.l.
406 By way of exampleseeInterstateParcelExpressCo PtyLtd v Time-LifeInternational(Nederlands)BV
(1977)138 CLR 534.
407 IPCR Committee, aboven 21,41-80.
408 IPCR Committee, aboven 21, 188-191.
409 Seefor exampletheremovalof ‘parallel import’ restrictionsoncopyrightedsoundrecordings:

CopyrightAmendmentAct (No 2) 1998(Cth).
410 SeeAUSFTAArt 17.9.4.
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patentholdersreside.41’In JazzPhotoCorp v InternationalTradeCommission,412the

FederalCircuit consideredthere-importingof ‘lens-fittedfilm packages’(LFFP’s) that

hadbeenrefurbishedin variousoverseasfacilities.413Theissuesfor determination

concernedthefollowing categoriesofLFFP’s andwhetherthepatentprivilegeshad

exhausted:

(a) Purchasedin theUnitedStatesandthenre-imported— whensoldwithout

conditions,wasthereinfringement?No, asthepatentprivilegesexhaustedon

sale.Althoughthis couldeasilyhavebeenavoidedby appropriateconditions

imposedat thetimeofsale;

(c) Purchasedin theUnitedStateswith morethanrefurbished(soaremakingofthe

patentedinvention)andthenre-imported whensold in theUnitedStateswithout

conditions,wasthereinfringement?Yes, asremakingtheinvention,andso

exhaustionwasnot theissue;and

(c) PurchasedoutsidetheUnitedStatesandimported— whensoldwithoutconditions,

wasthereinfringement?Yes,astherewasno exhaustionin theUnitedStates.

Thus,JusticeNewman’sdecisionhighlightedthatwhereaproductis notpurchaseunder

theUnitedStatespatent,‘a lawful foreigupurchasedoesnot obviatetheneedfor license

from theUnitedStatespatenteebeforeimportationinto andsalein theUnitedStates’.“‘~

411 United Statesholdsthemajorityof non-residentpatentgrantsin Australia,approximately64 percentin

2000:seeWorld IntellectualPropertyOrganisation,IntellectualPropertyStatisticsfor 2000(2000)
IP/STAT/2000/B,TableI Patents.
412 264 F.3d1094 (2001).
413 Essentiallythefactswere: ‘In anactionbroughtundersection337 of theTariff Act of 1930asamended,
19 USC § 1337,Fuji PhotoFilm Cochargedtwenty-sevenrespondents,includingtheappellantsJazzPhoto
Corporation,DynatecIntemationalmc, andOpticolorInc, with infringementof fifteenpatentsownedby
Fuji. Thechargewasbasedon therespondents’importationof used‘single-use’ camerascalled‘lens-fitted
film packages’(LFFP’s),which hadbeenrefurbishedfor reusein variousoverseasfacilities. Section337
makesunlawful ‘[t]he importationinto theUnitedStates... of articlesthat ... infringea valid and
enforceableUnited Statespatent... [or that] aremade,produced,processed,... under,or by meansof, a
processcoveredby theclaimsof a valid andenforceableUnitedStatespatent’19 USC§ 1337(a)(l)(B)’.

JazzPhotoCorpvInternationalTradeCommission264 F.3d1094, 1105 (2001)citingBoeschv Graff
133 US 697, 701-703(1890).
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This wassignificanthereasJusticeNewman’sdecision‘appliesonly to LFFPsforwhich

theUnitedStatespatentprivilegehasbeenexhaustedby first salein theUnitedStates’,

notingthat ‘importedLFFPsofsolely foreignprovenancearenot immunizedfrom

infringementofUnitedStatespatentsby thenatureoftheirrefurbishment’•415 This

decisionwasappealedto theUnited StatesSupremeCourt,buthearingofthematterwas

rejected.416Whetherthis establishesthis caseastheapplicablelaw is opento question,as

theFederalCircuit decisionover-rulestheearlierDistrict Courtdecisionon exhaustion

and,interestingly,theFederalCircuit madeits decisionwithout thematterbeingraisedor

arguedby theparties.TheFederalCircuit decisionmakesa significantchangeto the

existinglawsbecauseit, in effect,changesinternationalexhaustionto territorial

exhaustionsothatwhereaUnitedStatespatentprotectedproductis soldwithout

restrictionin anotherterritory thisno longerexhauststhepatent’s‘exclusiverights’ in the

UnitedStates.417However,if thisdecisionasinterpretedis correct,thenUnitedStates

patentlaw now imposesa considerablenon-tariffbarrieron legitimatelypurchasedgoods

outsidethatterritory,includingwherethepatentprotectedproducthasbeenlicensedor

assigned,ornotpatentedatall. Thismayalsoextendto protectingproductsexportedto

theUnitedStatesthatarenotsubjectto apatentin Australia.This is likely to increasingly

affectmanypatentprotectedagriculturalproductsexportedfrom Australiato theUnited

Statesandimposeadditionalrestrictionson Australia’sagriculturalcompetitiveness.

A closeranalysisalsoshowsthatJusticeNewman’sdecisionreflectsakey intellectual

propertydisputein Australia.Thatdisputeconcernedthepositionofparallelimport

restrictionsfor variouscopyrightmaterialundertheCopyrightAct1968(Cth) beforethe

removalofparallelimport restrictions,suchassoundrecordingsby theCopyright

AmendmentAct (No 2) 1998 (Cth). Beforetheremovaloftheserestrictions,a copyright

protectedproductcouldnotbe importedintoAustraliawithout theconsent(license)of

theAustraliancopyrightownerevenif theproductwaslegitimately soleandpurchasedin

415 JazzPhotoCorpvlnternationalTradeCommission264 F.3d 1094,1105 (2001).
416 See122 5 Ct 2644(2002).
417 ForfurtheranalysesseeMargrethBarrett, ‘A FondFarewellto ParallelImportsof PatentedGoods:The

UnitedStatesandtheRuleof IntemationalExhaustion’(2002)24 EuropeanIntellectualPropertyReview
571.

86



anotherterritory. A numberofreviews418andcommittees419haveconsideredthe

competitioneffectsofparallelimport restrictionswherelegitimatelysold andpurchased

intellectualpropertyprotectedproductsareimportedintoAustraliaandconcludedthe

restrictionsareunwarranted.If this is thecasefor copyrightprotectedproducts,thenwhy

shouldpatentprotectedproductsbedifferentandif theparallel importingrestrictionis

unwarrantedthenit is in effectanon-tariffbarrierto trade.

7.5 Interaction with other agreementsincluding patent-related provisions

It is not clearthatthebroaderconsequencesof theAUSFIA patentprovisionshave

necessarilybeentakeninto consideration.By wayofexample,biodiversity-richstates

like Australiaholdvaluable‘geneticresources’necessaryfor inventionandinnovation

with thepotentialofeconomicandtechnologybenefitsto bederivedin exchangefor

accessto theseresources.This is nowregulatedaccordingto theConventionon

BiologicalDiversity,420andthe InternationalTreatyon Plant GeneticResourcesfor Food

andAgriculturewhenit entersinto force,421thatsetsoutaregimefor accessto astate’s

geneticresourceswith tied intellectualpropertyrestrictions.422It is not clearhow the

418 Suchasthemajorityin theIPCRCommittee,aboven 21.
419 SeeforexampleSenateLegalandConstitutionalLegislationCommittee,CopyrightAmendmentBill (No

2) 1998 (Cth) (1998).
420 ConferenceofPartiesto theConventionon BiologicalDiversity,Reportofthesixthmeetingofthe
ConferenceofthePartiesto the Conventionon BiologicalDiversity(2002)UNEP/CBD/COP/6/20,262
(DecisionVI/24); ConferenceofPartiestotheConventionon BiologicalDiversity,ReportoftheAdHoc
Open-EndedWorking Group on AccessandBenefitSharing(2001)UNEP/CBD/COP/6/6,Annex(Bonn
Guidelineson Accessto GeneticResourcesandFair andEquitableSharingoftheBenefitsArising outof
their Utilisation).
421 [2002]ATNIF 14; madeat Rome3 November2001; ‘[tlhe Governmentproposesto depositAustralia’s
instrumentof ratificationassoonaspracticableaftertheendofthetabling period’: InternationalTreatyon
PlantGeneticResourcesfor FoodandAgriculture,NationalInterestAnalysis(2002) [4] (tabledin the
Houseof Representativeson 3 December2002);althoughnotethattheParliament’sresponsehasnotyet
beenfinalised: ‘The committeehasinformedtheMinisterfor ForeignAffairs andtheMinisterfor
Agriculture, FisheriesandForestrythatadditionaltimeisrequiredbeyondtheusual20 sitting dayperiodto
considertheproposedtreatyaction.The additionaltimewill allowthecommitteeto considerconcems
raisedby key industrystakeholders,suchastheGrainsCouncilandSeedIndustryAssociationof Australia,
on thedetailedfinancial,technicalandpolicy implicationsof ratif~ring the[PGRFATlreaty’:Treaties
CommitteeReport,Commonwealth,ParliamentaryDebates,Houseof Representatives,25 March2003,
13474 (JulieBishop);seealsoCharlesLawson, ‘PatentsandtheCGIAR Systemof Intemational
AgriculturalResearchCentres’GermplasmCollectionsUndertheIntemationalTreatyonPlantGenetic
ResourcesforFoodandAgriculture’ (2004)55AustralianJournalofAgricultural Research307.
422 Foran analysisof the interactionbetweenaccessto geneticresourcesandintellectualpropertyrightssee
CharlesLawsonandSusanDowning, ‘It’s PatentlyAbsurd— BenefitSharingGeneticResourcesfromthe
SeasAccordingto UI4CLOS,theCBD andTRIPs’ (2002) 5 JournalofInternationalWildlife Law and
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AUSFTA will affectthe interactionbetweenTRIPsandthe Conventionon Biological
423 the

Diversity, and importantbenefitsAustraliaexpectsboth from its owngenetic
resourcesandaccessto otherkey geneticresources.This is particularlyimportantwhere

non-residentpatentholderscancontrolorrestricttheaccessanduseofthegenetic

resourcesvital to Australia’sagriculturalcompetitiveness.

In competitionterms,accessto geneticresourcesin Australiais apotentiallysiguificant

impositionon thelikely benefitsdeliveredbypatentsbecausethedomesticbenefitsfrom

patentingarelikely to be only derivativebenefits,424theincentivesto inventarelikely to

beoverwhelmedby thedisincentivesgeneratedfor non-patentholdersandproductsand

processesdevelopeddomesticallyrelying onAustralia’suniquegeneticresourceswill

haveasignificantbarrierto entry imposedby thenon-residentpatentholderin their

domesticmarkets.425

Policy211; CharlesLawsonandCatherinePickering,‘The Conflict ForPatentedGeneticMaterialsUnder
theConventionon BiologicalDiversity andtheAgreementon TradeRelatedAspectsofIntellectual
PropertyRights’ (2001)12 Australian IntellectualPropertyJournal104;NatalieStoianoff,‘Accessto
Australia’sBiologicalResourcesandTechnologyTransfer’(1998)20 EuropeanIntellectualProperty
Review298.
423

Fora reviewofthe interactionseeCharlesLawsonandCatherinePickering,‘The ConflictForPatented
GeneticMaterialsUndertheConventionon BiologicalDiversity andtheAgreementon TradeRelated
Aspectsof IntellectualPropertyRights’ (2001) 12AustralianIntellectualPropertyJournal104.
424 SeeforexampleCharlesLawsonandCatherinePickering, ‘The Conflict ForPatentedGeneticMaterials
Underthe ConventiononBiologicalDiversity andtheAgreementon TradeRelatedAspectsof Intellectual
PropertyRights’ (2001)12 AustralianIntellectualPropertyJournal104.
425 CharlesLawson,Patents,plantbreeder’srights andtheInternationalTreatyon PlantGenetic
Resourcesfor FoodandAgriculture, Submissionto theJointStandingCommitteeon Treatiesinquiryinto
theIntemationalTreatyonPlantGeneticResourcesfor FoodandAgriculture (2004).
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8. CONCLUSIONS

This submissiondealswith patentsasautilitarian measureto promoteinventionandtheir

role in addressingthemarketfailurefor invention.Accordingto this model,effective

competitiontogetherwith goodmarketinformationmaycreateadisincentiveto markets

inventing(themarket failure) becausenewdevelopmentsmayberapidlycopiedwithout

therecoveryofthe inventor’sdevelopmentcosts(a freeride).A patentcompensatesfor

thedisincentiveto invent. Thisjustifiesa limited periodof‘exclusiverights’ during

whichtheinventormayexcludeothersin orderto recoverthedevelopmentcoststhat

theoreticallyenhancescompetitionfor thewelfareof consumersby investingin new

developments(with theaddedbenefitofdisclosureofthe invention).However,patents

do restrictcompetitionandthechallengefor patentlaws(andcompetitionlaws)is to

achieveabalancethatadequatelyencouragesinventionwithout unduly restricting

competition.However,bothpatentlaw andcompetitionlaw areputting into regulation

thetheoryaboutcompetitionandmarketfailuresresultingfrom thatcompetitionthrough

apropertyright. This,by its verynatureof beingatheory,doesnothaveacertain

answer,andvariousviewsareevolvingthroughexperienceof thepatentandcompetition

schemes.Takingthis into account,this submissionassertsthatthefundamental

frameworkthat shouldbeappliedto assessinganddevelopingpatentlawsis the CPA

requirements.Thereareothermeasuresthatmight beconsideredin framingandapplying

thepatentlaws (andcompetitionlaws)that do seekto balancethecompetingpolicy

objectivesoftheseschemes— thepolicy levers to fine-tunetheschemes suchas

taxationincentivesandeffectiveandworkablecompetitionlaws.Thesemeasures,

however,require‘flexibility’ in applyingpatentlawsto suit theparticulareconomic

circumstancesaddressingthecircumstancesof themarketatits particularstageof

development.

8.1 BackingAustralia’sAbility and patent policy

Patentslaws(andtradepracticeslaws)arestatementsofgeneralprinciple,leavingthe

courtsandIPAustraliato developthepolicy throughmaking decisionsaboutparticular

factssituations.This contrastswith tax lawsandfinancialentitlementlegislation.So,
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despitethecourt’sreluctanceto makepolicy decisionsin patentmatters,426this is the task

thathasbeensetby Parliament.This meanspatentpolicy is essentialto assistjudgesin

makingdecisions.With respect,thepresentpatentingpolicy setout in Backing

Australia‘s Ability is unclear— is it to promoteinventionor to protectinvestors?The

assertionby theParliamentarySecretaryto theMinisterfor Industry,Tourismand

Resourcesthattheexisting legislativeschemesthemselvesreflecttheAustralian

Government’sintellectualpropertypolicy agenda427fails to considerthatthepolicy

objectivesarenotclearlyarticulatedin the legislation.Further,thoseattemptingto glean

thatintentionhaveoverlookedsomeconsiderablecontroversies,428orassumedthat the

existinglegislationstandardsareappropriate.429Perhapsthemostsiguificantoutcome

from approachingthevariousministries(setout in Part4) wasthelackofa coherent

patentpolicy that clearly identifiedtheobjectivesandpurposesofAustralia’s current

patentlaws.Theanalysisof thevariousreviewsof patentlaws confirmsthatthebasisfor

Australia’spatentlaws in a ‘belief~ aboutthebenefitsofpatentingwithoutactually

addressingthevariouscontroversiesaboutthe ‘currentcontroversiesthatarelikely to

havea significanteffect on theparticularapproachmostsuitedto Australia(seeParts5

and6).

426 Thisis well illustratedby theFederalCourt’sdecisionsaboutpatentingmethodsof medicaltreatment:

seethemajorityof theFederalCourthasdecidedthattheterm ‘generallyinconvenient’doesnotprevent
patentsovermethodsof medicaltreatment:Bristol-MyersSquibbv FHFaulding& CoLtd (2000)97 FCR
524, 530 (BlackCI, LehaneandFinkelsteinIi), AnaestheticSuppliesPtyLtdvRescareLtd (1994)50 FCR
1 (LockhartandWilcox II); theconverseapproachhasbeenadoptedinAnaestheticSuppliesPty Ltdv
RescareLtd (SheppardJ)andin Bristol-MyersSquibbvFHFaulding & CoLtd (1998)41 IPR467 (Heerey
I).
427 ParliamentarySecretary’sletter, aboven 115.
428 SuchastheIPCRCommittee,aboven 21.
429 SuchastheNCC, aboven 138.

430 TherecentUnited States’FederalTradeCommission(FTC) andAnti-trustDivision of theDepartment
ofJusticehaveconductedaninquiryinto the interactionbetweenpatentsandcompetitionlaw,although
only theFTC reporthasbeenreleasedexaminingthepatentsystemmaintaininga properbalancewith
competitionlaw andpolicy: seeFederalTradeCommission,To PromoteInnovation: TheProperBalance
ofCompetitionandPatentLaw andPolicy (2003);interestingly,the reportstates‘[t]he USeconomyalso
reflectsthebeliefthatlimited exclusiverightsin intellectualproperty— asdistinguishedfrom tangible
property— canencourageinnovation,which alsobenefitsconsumers’(ch 1(4)), but in its analysisof the
scopeandallocationofpatentrights, theFTC reviewsthechangingascendancyofpatentandcompetition
law overthe lastcentury,butdoesnotaddressthe issueof thequantumof incentiveandthedifferentviews
abouthow muchincentiveis sufficient.ThismayreflecttheparticularcircumstancesoftheUnitedStates
as a nettechnologyexporterwitha stronginterestin maintainingintellectualpropertyrights.
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With respect,apatentpolicy is centralto designingapatentlaw (andcompetitionlaw)

schemeandchallengestheassertionthat ‘stronger’ patentlawsarenecessarilybetter.The

properapplicationoftheCPAto patentlegislationshouldidentify theevidenceof

demonstratedbenefitsandprovideamorerationalbasisfor developingapolicy that

really is designedto encourageinventionin Australia’ssocialandeconomic

circumstances.

8.2 Intellectual property in Australian Government

While theresponsesfrom thevariousministriesandAustralianGovernmentdepartments

(addressedin Part4)mustbe temperedby acceptingthecontentoftheresponsesmay

reflect theparticularknowledgeofthe letterwriter asopposedto theAustralia

Government’sparticularpolicy andpractice,theresultswere significantis illustratingthe

absenceof acoherentunderstandingacrosstheAustralianGovernmentaboutintellectual

propertyissues.If this is correct, thenthereis somedoubtaboutwhethervariouspartsof

theAustralianGovernmentarecontributingto thedebateaboutpatentpolicy and

developmentstakinginto accounttheirdifferentinterestsandconstituencies.

Theothersignificantoutcomefrom theseresponseswastheassertionby theheassertion

by theParliamentarySecretaryto theMinister for Industry,TourismandResourcesthat

theAustralianGovernmentconsiderstheIPCRCommittee’sreviewofintellectual

propertylegislationsetsa ‘benchmark’to assessfutureintellectualpropertyinitiatives.431

As theanalysisofthevariousreviewsofpatentlaws(Part5) shows,thereremain

questionsabouthow comprehensivetheseanalyseswereandwhethertheydid adequately

addresstheformalassessmentframeworkrequiredby theCPA. Further,significant

issuesaboutpatentlaw werenotaddressedby theIPCRCommittee’sinquiry, including

thethresholdofnon-obviousness,exhaustionandrevocationthatfeaturein theAUSFTA.

If thisconclusionis correctthebasisfor adoptingfurtherTRIPs-plusmeasuresin

Australia’spatentlawsshouldbeconsideredfurther.

431 ParliamentarySecretary’sletter, aboven 115.
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8.3 IPCR Committee and the CPA?

Thepolicy objectivesetout in theCPAwasto promotecompetitionby removing

unjustifiedrestrictionson competitionin Australia.432For statutebasedintellectual

propertyrights,like patentprivilegessetout in thePatentsActandtheTradePractices

Act, theHilmerCommitteereportexpressedclearconcernthattheseregulations

potentiallycreatedbarriersto entrythat might restrictcompetition,433andthattheneedfor

exemptionsfor certainlicenseandassignmentconditionsfrom theTradePracticesAct

were uncertain.434This submissionhasexaminedthevariousreportsaddressingpatent

privilegessetout in thePatentsActandTradePracticesActandlegislativeamendments

to thePatentsActto assessthefoundationevidencethatmight satisfytherequirementsof

theCPA. Theseanalysesshowimportantcontroversialissueshavebeenglossedover,

eventhoughsuchanapproachwasopento boththeNCC andIPCRCommittee,andthat

adetailedcompetitionanalysisoftheappropriatethresholdrequirementssetout in the

PatentsActandtheexemptionsin the TradePracticesActhavebeenavoided.According

to this assessmenttheselegislationreviewsandamendinglegislationthereforefail to

meettheCPAs requirements.435

PerhapsthemostrevealingpartoftheHilmerCommitteereportwastherecognitionthat

‘[r]egualtion that confersbenefitson particulargroupssoonbuildsa constituencywith an

interestin resistingchangeandavoidingrigorousandindependentre-evaluationof

whethertherestrictionremainsjustified in thepublic interest’~436To addressthis

particularconstituencyproblem,theHilmer Committeerecommendedthattheonusof

432 CompetitionPrinciplesAgreementcl 5(1)

~ SeeHilmer Committee,aboven 121, 195.
~ HilmerCommittee,aboven 121, 150.

TherecentUnitedStates’ FederalTradeCommission(FTC) andAnti-trustDivision of theDepartment
of Justicehaveconductedaninquiry into theinteractionbetweenpatentsandcompetitionlaw, although
only theFTC reporthasbeenreleasedexaminingthepatentsystemmaintainingaproperbalancewith
competitionlaw andpolicy: seeFederalTradeCommission,To PromoteInnovation:TheProperBalance
ofCompetitionandPatentLaw andPolicy (2003); interestingly,thereportstates‘[t]he US economyalso
reflectsthebeliefthat limited exclusiverightsin intellectualproperty— as distinguishedfrom tangible
property— canencourageinnovation,which also benefitsconsumers’(ch 1(4)),butin itsanalysisof the
scopeandallocationof patentrights, theFTC reviewsthechangingascendancyofpatentandcompetition
law overthe last century,butdoesnotaddressthe issueofthequantumof incentiveandthe differentviews
abouthow muchincentiveis sufficient. ThismayreflecttheparticularcircumstancesoftheUnitedStates
asanet technologyexporterwith a strong interestin maintainingintellectualpropertyrights.
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proving thattherestrictionon competitionwasjustifiable shouldchangefrom those

advocatingchangeto thoseadvocatingthattherestrictiononcompetitionremainin place,

orbe imposed.437Thiswascarriedthroughto theCPA,438althoughit doesnotappearto

havefeaturedin theNCC’s andJPCRCommittee’sreviewofpatentprivileges.Although,

theJPCRCommittee’smajority’s approachto parallelimportingunderthe CopyrightAct

1968(Cth) suggeststhatadifferentapproachandfocushassignificantpotentialto

improvetheassessmentofpatentprivileges,andmight expandthescopeof analysis

appliedto thePatentsActandTradePracticesActin future reviews.

Thesubmissionsuggeststhatassessingthecontroversyoverappropriatepatentscopeand

allocationarecentralto adequatelyaddressingtheCPA, althoughuncertaintiesaboutthe

thresholdnecessaryfor thebenefitto outweighthecostsunderthe CPAandhow theyare

to be appliedandassessedleavesopenfurthersuperficialanalyses.However,in future

reviews furtherguidancemightbe setout in theTermsofReference,notingthatthere

wasnot anexpressrequirementin theNCC’s orIPCRCommittee’sreferencesto address

theappropriatenessandconsequencesofthedifferentviewsaboutpatentscopeand

allocation,eventhoughsuchanassessmentwascertainlyopenunderthebroadlanguage

setout in theirTermsofReference.439Therecenttransparencyrequirementsagreedby the

Council ofAustralianGovernments(CoAG) to theapplicationofthe ‘public interest’ test

in theCPAshouldalso assistin understandinghow thetesthasbeenappliedandpromote

furthermeaningfulrefinementsin its applicationto someof thebroaderdebatesabout

patentprivileges.

Perhapsthenextreviewofpatentprivilegesaccordingto theCPA,”0andfuture

amendmentstakingtheCPAinto accountwill morecomprehensivelyaddressthe

controversyaboutpatentscopeandallocation,andmorelikely deliveramorerational

patentpolicy that is morelikely suitedto theAustraliancommunity.Importantly,while

436 Hilmer Committee,aboven 121,191.
~ Hilmer Committee,aboven 121, 190.
438 CompetitionPrinciplesAgreementcI 5(1).

‘~ SeeNCC, aboven 138,v-vi; IPCRCommittee,aboven 21,216-217.
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the outcomemaybesimilar, it is theprocessthat is morelikely to deliverbetter

regulationandthecomprehensiveassessmentcontemplatedby theHilmerCommittee

andtheCPA:

experiencemakesclearthat themostimportantcontributionto qualitydecisionsis not theprecision

of calculations,but theactionof analysis— questioning,understandingrealworld impacts,exploring

assumptions.441

8.4 TRIPs’ ‘flexibility’

The analysespresentedin thissubmission(seePart6) illustratethatthereremaina

numberofunresolvedissuesin interpretingandapplyingTRIPs.Theseunresolvedissues

meanthatAustraliahasanopportunityto takeadvantageoftheTRIPs ‘flexibility’ to

promotea domesticcompetitiveadvantage.This is animportantopportunityfor

Australia,asAustralia’spatentinterestsarevery likely different to boththewealthiest

technologygeneratingdevelopedstatesandthetechnologydeprivedanddependant

developingandleastdevelopedstates.In thesecircumstancestheeffectfor Australia’s

economyofthepredominantlynon-residentpatentprivilegeswill be furthereconomic

rentsfrom patentroyaltiesandincreasedinefficiency from additionaltransactioncosts,

oftenwith highertransactioncostsfor accessto inventionsandknow-howthat allow

Australianfirms to competein otherterritories.Theseconditionscanbeameliorated

throughreviewingthepatentpolicy settingsandadoptingapolicy thattakesadvantageof

TRIPs’ ‘flexibility’ to deliverapatentschemetruly suitedto Australia’sparticular

economicandsocialinterests.However,theAUSFTAappearsto limit Australia’sability

to takeadvantageofTRIPs’ ‘flexibility’.

8.5 AUSFTA — analysisof someof the patent-relatedprovisions

Theanalysisofsomeof thepatent-relatedprovisionsin AUSFTA showsthatAustralia

hasnegotiatedanoutcomethatadoptsTRIPs-plusmeasuresandtiesAustralia’sfuture

patentlaw developmentsto thoseadoptedby theUnitedStates(seePart7). Basedonthe

440 TheCPA providesthat legislationrestrictingcompetitionshouldbe ‘systematically’reviewed‘at least

onceeverytenyears’: CompetitionPrinciplesAgreementcl 5(6).
~ IndustryCommission,RegulationandIts Review1995-96,AnnualReportSeries(1996) 11.
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arguablyincompleteassessmentofthecompetitioneffectsof thecurrentpatentlaws(see

Part5),thecurrent‘flexibility’ in TRIPs(seePart6), heabsenceof acoherentpatent

policy (seeParts3 and4) andthelackofexplicit economicmodelingaboutthecostsand

benefitsoftheproposedAUSFTA suggeststhisapproachmaynotbejustifiedwithouta

more rigorousassessmentof theproposedAUSFTA provisions.

Perhapsthemostsignificantomissionfrom theAUSFTA is arestatementoftheobjects

andprinciplesofTRIPsandthepotentialtheseprovisionsprovideto allowAustraliato

developlawssothatthe ‘protectionandenforcementof intellectualpropertyrights

shouldcontributeto thepromotionoftechnologicalinnovationandto thetransferand

disseminationoftechnology,to themutualadvantageofproducersandusersof

technologicalknowledgeandin amannerconduciveto socialandeconomicwelfare,and

to abalanceofrightsandobligations’.442

8.6 Final comments

In practice,thePatentsActandTradePracticesActarestatementsofgeneralprinciple,

dealingwith conceptssuchas‘mannerof manufacture’,‘inventive step’, ‘markets’and

‘taking advantage’,andleavingthecourtsto developthepolicy. Theadvantageofthis

approachhasbeento craft lawsthatmaythenbeappliedto themanydiffering

circumstancesandadvancesin technology.However,thecorrespondingdifficulty has

beenfor thecourtsto adequatelydealwith complexpolicy issueswith very liffle

guidancefrom Parliament(andtheAustralianGovernment)abouthow thoselawsareto

be applied.Thecourtsareultimatelytheadjudicatorsandpolicymakersin achievingthis

balance.In reachingtheirconclusions,the ‘holy grail’ ofthecorrectbalanceof

promotinginventionby providingatemporaryexclusionfrom competition(thepatent)

andpromotingcompetitionfor thebenefitofconsumers(thecompetitionlaws)is

unlikely to beachieved.In attemptingto achieveaproperbalancethecourtsshouldbe

assistedthroughtherigorousanddiversecritiquesofbothpatentlaw andcompetitionlaw

andtheirinteractionby aclearlyarticulatedpatentpolicy thatoutlinesits purposesand

goals.It is only whentheAustralianGovernment(andParliament)articulatea clear
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patentpolicy cantheTRIPs-plusmeasuresbeproperlyassessedandagreementssuchas

theAUSFTA bemeaningfullyscrutinized.

Significantly, thebalancebetweenpatentsandcompetitionlawsappearsto havechanged

over time with theebb andflow oftherelativeimportanceofthedifferentperspectives

onpatentsandcompetition.443It seemswearecurrentlyin apro-patentingera,4”although

therequirementthatthoseseekingto restrictcompetition(andprobablyinternational

trade)havingtojustify therestriction445shouldimposesomelimits on thepotentialanti-

competitiveexcessesofpatenting.Perhapsthebalancemayneverbe achieved:

In applyingthedetailsof antitrustlaw to a plethoraofbusinesstransactionsdealingwithpatents... the

resultineachindividual casewill largelytumuponone’sown personalsetof prioritiesasto therelative

importanceof intellectualpropertyandantitrust.This in tum, dependsuponwhatoneseesasthetrue

goalsofbothintellectualpropertylaw andantitrustlaw.446

However,a clearlyarticulatedpolicy maypromoteamorerigorousanalysisofthe

competinginterestsandamorerationaloutcomefor existingpatentprivilegesandthose

proposedforthefuture. TheguidingprincipleoftheCPA is ausefultool for identifying

thedesirability forrestrictingcompetitionandthatis theassessmentframeworkthat

shouldbeappliedto theproposedTRIPs-plusmeasuressetout in thepatent-related

provisionsoftheAUSFTA. Notably,theonusis on thoseadvocatingstrongerandmore

comprehensivepatentprivilegesto demonstratetheircase.With respect,this doesnot

appearto havebeenundertakenin implementingBackingAustralia‘s Ability, thereview

ofpatentlegislationundertheCPAorin negotiatingtheproposedAUSFTA patent-

relatedprovisions.

442 TRIPsArt 7.

Seefor exampleFederalTradeCommission,To PromoteInnovation:TheProperBalanceof
CompetitionandPatentLaw andPolicy (2003)ch 1 (14-23);althoughit is notablethat in theFederal
TradeCommission’sanalysestheconclusionthat ‘anti—patent’ commentaryhadan ‘‘anti—business’tenor~
perhapsreflectsthe ideologicalperspectiveof theauthorsratherthantheintentionsof thosecritical of the
currentpatentingschemeandtendsto overlookthecontentof their commentary.

FederalTradeCommission,To PromoteInnovation:TheProperBalanceofCompetitionandPatent
LawandPolicy (2003)ch 1 (22-23).
‘~ Seefor exampleHilmer Committee,aboven 121.
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Thissubmission’scontentionthat Australia’sapproachto patentpolicy appearsto reason

that themostdevelopednationshavebenefitedfrom innovationwith a strongintellectual

propertyregime,andso with a similarly strongpatentregimein Australia,thosesame

benefitswill accrueto Australia,is notjustified. Thus,merelyadoptingthesamepatent

approachandstandardsastheUnitedStateswithouttheassessmentrequiredby the CPA

is likely to beanunnecessaryrestrictionon competition,unlesstheAustralian

Governmentcandemonstratethatthebenefitsof restrictingcompetitionandthatthe

objectivescanonly beachievedthroughrestrictingcompetition.

446 ThomasMcCarthy, ‘IntellectualPropertyandTradePracticesPolicy: Coexistenceor Conflict? The

AmericanExperience’(1985)13 AustralianBusinessLawReview198, 199.
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APPENDIX 1— POSSIBLE QUESTIONS THE COMMITTEE MIGHT ADDRESS

Whatwerethedetailsofthetrade-offin:

(a) Thenegotiationofthe GAIT agreementformingpartoftheUruguayRound

ofmultilateral trade negotiationsthat included TRIPs that justified Australia

agreeingto patentstandardsthat maynothavebeenin Australia’sinterests?

(b) Thenegotiationof theAUSFTA thatincludedTRIPs-plusmeasuresthat

justifiedAustraliaagreeingto patentstandardsthatmaynotbein Australia’s

interests?

2. WasintellectualpropertypartoftheGATT packageformingpartoftheUruguay

RoundofmultilateraltradenegotiationsthatAustraliaagreedto knowingthat

Australiafacedhighercostswith theexpectationthatthosecostswouldbeoffset

by a favorablereductionin tariffs andsubsidyto agricultureby themost

developednations(suchastheUnitedStates)?

3. Hasanassessmentof theproposedpatent-relatedTRIPs-plusmeasuresin the

AUSFTAbeensubjectedto ananalysisaccordingto theguidingprincipleofthe

CPA?If yes,whatwerethedemonstratedbenefitsoftherestrictionto the

communityasawhole thatoutweighthecostsandwhataretheobjectivesof

patentprivilegesthatcanonly beachievedbyrestrictingcompetition?

4. Whataretheresultsof theeconomicanalysisoftheeffectsoftheTRIPs-plus

measuresin theAUSFTA?

5. DoestheAustralianGovernmentconsiderthatpatentsarecentralto aninnovation

Spolicy? If yes,arepatentsintendedto promoteinventionor investmentin

innovation?

6. How arepatentsmoreeffectiveatpromotinginvestmentin innovationthanother

policy initiatives,suchasacompetitionpolicy, tax incentivesandsoon?
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