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Yvette Goss

Mutual Recognition Schemes Study
Productivity Commission

Locked Bag 2, Collins Street East
Melbourne VIC 8003

AUSTRALIA

By email: mutual.recognition@pc.gov.au

Dear Ms Goss
Mutual Recognition Schemes — Productivity Commission Issues Paper

The New Zealand Law Society (Law Society) welcomes the opportunity to comment on Mutual Recognition
Schemes — Productivity Commission Issues Paper, January 2015 (issues paper).

Overview

The Law Society’s submission has been prepared with the assistance of its Intellectual Property Law
Committee, and responds to the issues paper discussion (pages 8 — 9) relating to the alignment of regulatory
processes for granting and registering intellectual property rights in Australia and New Zealand.

In the Law Society's view, the Productivity Commission should not be asking whether there should be mutual
recognition of trademark and patent registrations (Q19), but rather whether there ought to be a single trans-
Tasman trademark and a single trans-Tasman patent.

By posing that question, the Law Society does not suggest it supports the broader proposition of a single
register. As will be clear from the answer to Q18 below, it does not. The Law Society has made its view clear in
previous submissions that the respective substantive laws need to be harmonised first because statutory
rights that have been granted (and that are recorded in the register) simply reflect the substantive law.' The
same or equivalent statutory rights cannot be granted if the substantive laws are different {(which they are)
and the courts of the two countries interpret them differently (which they do).

The New Zealand Cabinet Paper concerning the proposed implementation of a single patent application and
examination process states:

It is also important that the proposals do not affect the ability of each country to determine its own
patent policy and legislation consistent with their national interests. At this stage New Zealand and
Australian patent policy objectives differ, particularly regarding patentability criteria, precluding full
harmonisation or a single trans-Tasman patent.z

NZLS 2014 submission on the proposed Patent Regulations under the Patents Act 2013:

http://www.lawsociety.org.nz/ data/assets/pdf file/0007/75733/Proposals-for-Regulations-to-be-made-under-the-Patents-Act-2013-
050214.pdf. Note in particular at [117]: “For these reasons, it seems that the SAP [Single Application Process] and SEP [Single Examination
Process] proposals are driven from the point of view of the benefits to IP Australia and IPONZ, rather than from a consideration of the benefits to
businesses and to the overall economies of both countries. As long as there remain two distinct patent laws, harmonisation of patent processing
can have only a very limited joint economic benefit. It is apparent that full efficiencies cannot be achieved without full integration.”

Single Economic Market - Single Patent Application Process and Single Patent Examination Process, Cabinet Paper, paragraph 13, available at link:
http://www.med.govt.nz/business/intellectual-property/single-economic-market-intellectual-property-outcomes/single-patent-application-and-
examination-processes




There has been no indication that either government has changed that policy. It is therefore likely that the
differences in substantive trademark and patent law will remain for the foreseeable future.

Response to the issues paper: Qs 17 —19

17. Given current efforts to align intellectual property laws in Australia and New Zealand is there scope in the
foreseeable future to remove the exclusion of intellectual property from the TTMRA? Would it yield a net
benefit?

The proposal would create more practical problems than identifiable benefits.

The Trans-Tasman Mutual Recognition Arrangement (TTMRA) scheme allows for the mutual recognition
of the rights to practice an occupation or to sell goods in both countries. The consequences for third
parties are that they have to compete with the mutually recognised occupations or goods, but they are
not precluded from continuing to do what they were doing before mutual recognition. By contrast,
trademarks and patents are rights to exclude competitors from using a trademark or exploiting a
patented invention. Thus, if a trademark or patent were granted in one country and later mutually
recognised in the other, the effect on third parties would be that they would have to stop their activity
upon mutual recognition. Such a scheme would undermine the examination process in the second
country. Trademark or patent applicants would not have to go through an examination process in the
second country. They would only have to seek mutual recognition at some later stage to be able to stop a
competitor who was lawfully using the trademark or patented invention up until then.

Both IP Australia and the Intellectual Property Office of New Zealand (IPONZ) have new laws providing for
more rigorous examination of patent applications in each office. Mutual recognition would undermine
those laws.

There are differences in substantive law between the two countries that mean that some inventions or
trademarks are registrable in one country but not in the other. For example, methods of medical
treatment may be patented in Australia, but not in New Zealand. It is unclear whether mutual recognition
would mean that the owner of an Australian patent for such an invention would be able to enforce it in
New Zealand through mutual recognition, even though that invention could never have been patented in
New Zealand.

18. What are the barriers to implementing a single trans-Tasman register for trademarks and patents? How
can they best be addressed?

It is the stated government policy objectives (referred to in the Cabinet Paper mentioned above) that are
the main barriers to implementing a single trans-Tasman register for trademarks and patents.

The Law Society outlined some of the barriers to establishing single laws for trademarks and patents in
the submission that it made to the Australian and New Zealand Productivity Commissions in 2012. We
attach a copy of that submission. The practical difficulties are outlined in Appendix | of that submission.

As noted above, the focus on the question of a single register is a distraction from the real issue which
would have to be grappled with in order to have a single register: the substantive patent and trademark
law. The registers of trademarks and patents record trademarks and patents that have been granted
according to the different laws of each country and as long as there is a difference in those laws there
cannot be a single register without undermining those laws.

19. In the absence of trans-Tasman registers for trademarks and patents, can mutual recognition of
registration be a viable alternative? What would be the costs and benefits of mutual recognition?

For the reasons outlined in answer to Q17, any benefits would flow to patentees and trademark owners
who took advantage of the loopholes that would be created by mutual recognition. They would be able
to avoid the expense and inconvenience of two examinations, to catch competitors unawares by late
requests to register through mutual recognition, and to bypass exclusions to patent or trademark
protection they would have otherwise faced. It would be possible to amend the substantive laws to close
these loopholes, but the result would be little different from the existing law.




Conclusion

If you wish to discuss these comments, please do not hesitate to contact the convenor of the Law Society’s
Intellectual Property Law Committee, Clive Elliott QC, via the committee secretary Jo Holland

Yours sincerely

Chris Moore
President

Encl (1)
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New Zealand Productivity Commission
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The Terrace

Wellington 6143

By email: transtasmanreview@productivity.govt.nz

Dear Sir/Madam

Productivity Commission Investigation into Strengthening Economic Relations between
Australia and New Zealand

Introduction

1. The New Zealand Law Society (Law Society) welcomes the opportunity to comment on the
Australian and New Zealand Productivity Commissions’ joint issues paper on Strengthening
economic relations between Australia and New Zealand, April 2012 (issues paper).

Summary of submission

2. This submission focuses on intellectual property law considerations raised by the issues paper,
in particular by the discussion under the heading “Knowledge transfers” above question 31 on
page 31.

3. Question 31 asks: How could Australia and New Zealand enhance the creation and

transfer of knowledge between the two countries to mutual benefit?

4. In the discussion about question 31, there is a suggestion that possible areas “where knowledge
creation and flows could be enhanced through a trans-Tasman integration agenda” could
include “introducing a single regulatory framework for patents and trademarks”.

5. The Law Society believes that introducing a single trans-Tasman regulatory framework for
patents and trademarks would not enhance the creation and transfer of knowledge between the
two countries, for the reasons discussed below. Moreover, introducing a single trans-Tasman
regulatory framework for patents and trademarks could create legal and practical difficulties.
These difficulties were discussed in two recent papers in the journal Intellectual Property
Forum, and are summarised in Appendix 1.

6. The Law Society believes that any decisions regarding the introduction of a single
trans-Tasman regulatory framework for patents and trademarks should be preceded by a
dedicated, thorough and robust process of policy development, including public consultation.




Discussion
Trade Marks

7. The primary purpose of a trade mark is to distinguish the goods and/or services of one trader
from those of another. The benefit to a trader is that a successful brand is an incentive for its
customers to buy its products. The benefit for customers is that they can rely on the brand for
quality assurance and can seek redress if something goes wrong.

8. Those trade mark roles have no direct effect on enhancing or transferring knowledge,
irrespective of where the creation or transfer might occur. It is difficult therefore to see how a
single trade mark regulatory framework would have any effect on enhancing the creation or
transfer of knowledge between Australia and New Zealand.

Patents

9. A patent is an economic tool intended to encourage investment in innovation through
commercialisation of inventions. The theoretical basis for this is discussed in a New Zealand
Treasury paper:1

“Another characteristic often attributed to knowledge is non-excludability.
Non-excludability means that once a good has been created, it is impossible to prevent
other people from gaining access to it (or more realistically, is extremely costly to do
$0).

If knowledge is not perfectly excludable, others can benefit from the knowledge other
than the creator. The knowledge “spills over” to others  a positive externality. This
outcome is good from a social point of view, because the benefit to society as a whole
outweighs the loss of potential economic rents the creator could have made from
keeping the knowledge to herself (because knowledge is non-rival). However, the
creator’s ex post inability to capture enough of those rents will diminish the incentive
to invest in developing knowledge in the first place.”

10.  Patents give a knowledge creator the “ex post ability to capture enough of the rents” so as to be
incentivised “to invest in developing knowledge in the first place”. Thus, patents do have a
role in enhancing the creation and transfer of knowledge.

11. Australia and New Zealand each have their own patent law that establishes patent eligibility
requirements and mechanisms to ensure that only patents that meet these requirements are
granted and are enforceable. The patent laws also provide the legal framework for the transfer
of patent rights.

12.  One part of the patent bargain is that, in return for the patent exclusivity, the patentee must
disclose the patented invention. Under the existing patent law in New Zealand and the
previous law in Australia, publication of the invention did not occur until after a patent
application had been accepted.> Under current Australian law and the pending New Zealand
Patents Bill, patent applications are published 18 months after filing even if they have not been
accepted.

Innovation and Productivity: Using Bright Ideas to Work Smarter, New Zealand Treasury Productivity Paper 08/05,
April 2008, at 11 —12: http://www.treasury.govt.nz/publications/research-policy/tprp/08-05.

2 A patent application is “accepted” after it has been examined and found to be eligible for a patent.



13.

14.

Both countries’ separate legal regimes for patents already allow for the diffusion and transfer
of knowledge both within and between the two countries. There is, therefore, no need to
introduce a single trans-Tasman regulatory framework for patents for the purpose of enhancing
the creation and transfer of knowledge between the two countries.

Moreover, significant difficulties have been identified in establishing a single trans-Tasman
regulatory framework for patents. The difficulties are outlined in Appendix 1.

Recommendations

15.

The introduction of trans-Tasman regulation of trademarks and patents is a complex issue that
requires careful consideration and debate. Any decisions having long-term implications for
the region should be principled and based on empirical research and data. A dedicated and
thorough policy development process, including public consultation, is needed before any
decisions are taken around the introduction of a single trans-Tasman regulatory framework for
patents and trademarks.

Conclusion

16.

This submission was prepared with assistance from the Law Society’s Intellectual Property
Law Committee. If you wish to discuss this submission further please contact the committee
convenor, Mr Clive Elliott, through the committee secretary, Clare Needham

Yours sincerely

Jonathan Temm
President

Appendix 1: Legal and practical difficulties with a single trans-Tasman regulatory framework for
patents and trademarks




Appendix 1:  Legal and practical difficulties with a single trans-Tasman regulatory

framework for patents and trademarks

Trade Marks

Potential legal and practical difficulties with a trans-Tasman regulatory framework for
trademarks were discussed in Beyond Harmonisation —The Case for a Trans-Tasman Trade
mark Regime, Intellectual Property Forum, Issue 86, (September 2011), Nura Taefi, pages 11
to 23.

This paper lists the differences in the laws of each country. The author observes that the
different state of the existing registers is the biggest practical barrier to having a single merged
trade mark regime. A single register would contain conflicting registrations — the same mark
might be owned by differing entities in each country. It would also compromise some
common law rights in unregistered trade marks. The author concludes:

“... there is a potential for a merger of the registers to have serious detrimental effects
for the companies whose (registered and unregistered) right in their trade marks in one
jurisdiction could suddenly lose their value as a result of the merger. It is also difficult
to see how it would be possible to preserve common law rights in existence prior to
the merger.”

The author then suggests the establishment of a trans-Tasman trade mark register that would
co-exist with the existing registers. Although such a regime would complicate rather than
simplify the existing one, it would have the advantage of introducing gradual change while not
compromising current registered and common law rights.

Patents

4.

Potential difficulties with a trans-Tasman regulatory framework for patents were discussed in
The “"ANZAC” Patent — A Bridge Too Far? Intellectual Property Forum, Issue 82, (September
2010), Gareth Dixon, pages 41 to 53.

This paper explores the possibility of a trans-Tasman patent regime modelled on either the
existing European Patent Convention (EPC) or the much-debated but never enacted unified
Community Patent Convention (CPC) regime. In a CPC regime a single patent would be
granted that would be enforceable in all countries that are members of the convention. In the
existing EPC system a single European patent is granted, but it is only in force in countries
where the patent owner has taken the additional step of registering the patent. After national
registration it is treated as a national patent of that country. In addition, the national patent
regimes of each of the member countries remain and applicants can choose to seek national
patents through a national office.

The author considers a CPC-like regime (i.e. a single patent covering both territories) to be
preferred over an EPC-like model. However, the author identifies five differences in
substantive law that would make a CPC-like regime untenable at the moment.

An EPC-like regime (providing for both a trans-Tasman and two national patents) would also
not be possible without significant concessions in respect of five problem areas. The five
problem areas are:

° The patentability of computer software — computer programs would be excluded from
patents under the Patents Bill in New Zealand but there is no express exclusion in
Australia.




° The proprietary rights of indigenous people — there is no express provision in Australian
patent law to protect the rights of indigenous people, but there are provisions under the
New Zealand Patents Bill to do so (and these may be expanded in response to the Wai
262 report?).

o The patentability of methods of medical, surgical and diagnostic treatment of humans —
these are excluded in New Zealand but not in Australia.

° The exclusion of patents for inventions, the exploitation of which would be contrary to
morality — there is an exclusion in New Zealand but not in Australia (although there is a
government intention® to introduce such an exclusion in future).

° Patent term extensions for pharmaceuticals — these are available in Australia but are not
in New Zealand.

The author’s concludes:

“If any ANZAC system is ever to eventuate, it will need to originate from first
principles which address the five major impasses identified earlier.”

“Despite our obvious similarities, we have seen that our two countries operate under
appreciably different patent systems, both in terms of substantive patentability criteria
and practice. Both systems have undergone an expansion phase and a slight
contraction-consolidation phase in accord with the recent global trends. On these
bases, it is tempting simply to accept that our two patent systems are each viable as
they are.” )

Ko Aotearoa Ténei: A Report into Claims Concerning New Zealand Law and Policy Affecting Maori Culture and
Identity, Waitangi Tribunal, 2010

Australian Government Response to Senate Community Affairs References Committee Gene Patents Report,
(November 2011), page 17.




	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8



