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I ntroduction

1. The New Zealand Law Society (Law Society) welcomiesopportunity to comment on the
Australian and New Zealand Productivity Commissigmist issues paper oftrengthening
economic relations between Australia and New ZehlApril 2012 (issues paper).

Summary of submission

2. This submission focuses on intellectual propenydansiderations raised by the issues paper,
in particular by the discussion under the headkgotvledge transfers” above question 31 on
page 31.

3. Question 31 ask$iow could Australia and New Zealand enhance the creation and
transfer of knowledge between the two countriesto mutual benefit?

4, In the discussion about question 31, there is gesigpn that possible areas “where knowledge
creation and flows could be enhanced through a{fa@sman integration agenda” could
include “introducing a single regulatory framewdok patents and trademarks”.

5.  The Law Society believes that introducing a sirigd@s-Tasman regulatory framework for
patents and trademarks would not enhance the aneatid transfer of knowledge between the
two countries, for the reasons discussed belowreMeer, introducing a single trans-Tasman
regulatory framework for patents and trademarkddcoreate legal and practical difficulties.
These difficulties were discussed in two recenigpsn the journal Intellectual Property
Forum, and are summarised in Appendix 1.

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



Discussion

Trade Marks

7.

The primary purpose of a trade mark is to distisguhe goods and/or services of one trader
from those of another. The benefit to a tradéas a successful brand is an incentive for its
customers to buy its products. The benefit fot@muers is that they can rely on the brand for
guality assurance and can seek redress if somegbegwrong.

Those trade mark roles have no direct effect omecihg or transferring knowledge,
irrespective of where the creation or transfer magtcur. It is difficult therefore to see how a
single trade mark regulatory framework would hang effect on enhancing the creation or
transfer of knowledge between Australia and New&feh

Patents

9.

10.

11.

12.

A patent is an economic tool intended to encounagestment in innovation through
commercialisation of inventions. The theoreticasis for this is discussed in a New Zealand
Treasury papet:

“Another characteristic often attributed to knowgeds non-excludability.
Non-excludability means that once a good has bessated, it is impossible to prevent
other people from gaining access to it (or mordiseeally, is extremely costly to do
S0).

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

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

Australia and New Zealand each have their own p#d@nthat establishes patent eligibility
requirements and mechanisms to ensure that ordyfsahat meet these requirements are
granted and are enforceable. The patent lawgpatsade the legal framework for the transfer
of patent rights.

One part of the patent bargain is that, in retorritie patent exclusivity, the patentee must
disclose the patented invention. Under the exjgpatent law in New Zealand and the
previous law in Australia, publication of the intiem did not occur until after a patent
application had been accepfedinder current Australian law and the pending Naland
Patents Bill, patent applications are publishedd8ths after filing even if they have not been
accepted.

1

2

Innovation and Productivity: Using Bright Ideas\Wdork SmarterNew Zealand Treasury Productivity Paper 08/05,
April 2008, at 11 —12http://www.treasury.govt.nz/publications/researdtiqy/tprp/08-05
A patent application is “accepted” after it hagfexamined 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.

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 difficultieswith a singletrans-Tasman regulatory

framework for patentsand trademarks

Trade Marks

1.

Potential legal and practical difficulties withraris-Tasman regulatory framework for
trademarks were discussedBayond Harmonisation —The Case for a Trans-TasmadeT
mark Regimelntellectual Property Forum, Issue 86, (Septemibdd}, Nura Taefipages 11
to 23.

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

“... there is a potential for a merger of the registe have serious detrimental effects
for the companies whose (registered and unregifteight in their trade marks in one
jurisdiction could suddenly lose their value agsult of the merger. Itis also difficult
to see how it would be possible to preserve comiaarrights in existence prior to
the merger.”

The author then suggests the establishment oha-frasman trade mark register that would
co-exist with the existing registers. Althoughisacregime would complicate rather than
simplify the existing one, it would have the adwaag# of introducing gradual change while not
compromising current registered and common lawtsigh

Patents

4.

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

This paper explores the possibility of a trans-Taspatent regime modelled on either the
existing European Patent Convention (EPC) or themuebated but never enacted unified
Community Patent Convention (CPC) regime. In a @&fime a single patent would be
granted that would be enforceable in all countities are members of the convention. In the
existing EPC system a single European patent igeplabut it is only in force in countries
where the patent owner has taken the additionalafteegistering the patent. After national
registration it is treated as a national paterthaf country. In addition, the national patent
regimes of each of the member countries remairagpticants can choose to seek national
patents through a national office.

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

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

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



. The proprietary rights of indigenous people — themo express provision in Australian
patent law to protect the rights of indigenous pedput there are provisions under the
New Zealand Patents Bill to do so (and these magxpanded in response to the Wai
262 repon).

. The patentability of methods of medical, surgigad diagnostic treatment of humans —
these are excluded in New Zealand but not in Alistra

. The exclusion of patents for inventions, the explan of which would be contrary to
morality — there is an exclusion in New Zealandrmitin Australia (although there is a
government intentidrto introduce such an exclusion in future).

. Patent term extensions for pharmaceuticals — thesavailable in Australia but are not
in New Zealand.

The author’s concludes:

“If any ANZAC system is ever to eventuate, it wiked to originate from first
principles which address the five major impassestitied earlier.”

“Despite our obvious similarities, we have seer tha two countries operate under
appreciably different patent systems, both in tevfreibstantive patentability criteria
and practice. Both systems have undergone an siqraphase and a slight
contraction-consolidation phase in accord withréent global trends. On these
bases, it is tempting simply to accept that our patent systems are each viable as
they are.”

Ko Aotearoa Enei: A Report into Claims Concerning New Zealand LawRality Affecting Mori Culture and
Identity, Waitangi Tribunal, 2010

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





