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Introduction
The same difficulties that have been 
experienced in dealing with compu­
ter technologies under copyright law 
have been experienced when deal­
ing with them under patent law. 
The essence of the problem is that a 
standard computer can be pro­
grammed to function in the same 
way as any novel electrical device. 
Thus, if a device is patentable, how 
can one deny that a computer when 
programmed to operate in the same 
manner is not also patentable, albeit 
a combination of known hardware 
and novel software? However, if 
every computer when programmed 
with novel software is a novel pat­
entable device, then patent protec­
tion may be extended to 
'non-technical* inventions, such as 
business software. This does not sit 
well with the traditional understand­
ing that patents are granted for novel 
technical advances.

Statutory Framework
The New Zealand Patents Act 1953 
is in almost identical form to the 
1949 UK Act. The UK Act was how­
ever amended in 1977 to specifi­
cally exclude computer software per 
se. There has been no substantive 
amendment of the New Zealand 
Patents Act since 1953, although all 
intellectual property law is presently 
under review. Section 2 of the New 
Zealand Patents Act 1953 defines an 
invention as 'any manner of new 
manufacture the subject of Letters 
Patent and grant of privilege within 
section 6 of the Statute of Monopo­
lies and any new method or process

of testing applicable to the improve­
ment or control of manufacture; and 
includes an alleged invention'. Al­
though the words 'manner of new 
manufacture' give an indication that 
some technical advance is required, 
the definition takes us little further. 
We must turn to case law to estab­
lish what is patentable. As there is 
no case law in New Zealand regard­
ing the patentability of computer 
software we must look to foreign 
law, especially to pre-1977 UK law, 
which is highly persuasive in New 
Zealand.

A Brief History of Pre- 
1977 UK Law
Mere ideas of a non-technical na­
ture have been excluded from 
patentability. Examples are 'mere 
schemes and plans', 'methods of do­
ing business' and 'mere intellectual 
information'. The cases reflect the 
traditional understanding that pat­
ents should be granted for technical 
advances and not ideas relating to 
commerce or the arts.

The patentability of computer soft­
ware under the 1949 UK Act was 
developed by a line of four leading 
cases. In Slee and Harris’s applica­
tions1 the invention related to a 
method of enhancing the process­
ing speed of a computer. The 
method involved transferring data 
from slow memory to a processing 
unit, performing processing between 
the processing unit and fast memory, 
and storing the result in the slow 
memory. The method allowed 
processing time to be minimised us­
ing the expensive fast memory while

utilising inexpensive slow memory 
to store the results. The original 
claims were in the form of'a method 
of operating a computer'. These 
were held to be unpatentable as they 
consisted merely of a method of op­
erating a known machine. Further­
more, the product of the method 
was merely intellectual information, 
which was barred from patentability. 
A claim to the apparatus when modi­
fied by the novel software was how­
ever allowed on the basis that a 
standard computer when pro­
grammed became a novel device. 
The invention in this case related to 
a technical improvement allowing 
faster processing at a lower price and 
sits comfortably with the type of 
subject matter for which patents had 
previously been granted.

In Gever’s application* the inven­
tion related to a method of generat­
ing phonetic equivalents of a trade 
mark for the purpose of trade mark 
searching. In this case there was no 
technical improvement in the op­
eration of the device, as above. The 
computer merely ran the novel pro­
gram as it would run any other soft­
ware. Claims directed to a 'data 
processing apparatus' operating in 
accordance with the novel software 
were however held patentable on the 
basis that the computer when pro­
grammed was a novel device. Thus 
the seemingly innocent approach 
taken in Slee and Harris’s applica­
tion resulted in a computerised op­
eration being patentable whereas the 
operation would not have been pat­
entable if conducted manually.

In Burroughs Corporation (Perkin’s) 
applicationP the Patents Appeals Tri-
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bunal again upheld the patentability 
of a computer when programmed 
to operate in a new way on the basis 
that it was a novel device. In an 

statement Graham, J. also con­
sidered computer programs embod­
ied in some physical media to be 
patentable.

The high water mark was reached in 
the case of IBM Corporation s applica­
tion4. This application related to a 
computer program for determining 
the market price of a commodity 
based on sets of buy and sell orders. 
There was clearly no technical im­
provement. The invention was 
merely a computerised method of 
doing business. It was accepted by 
the Court that once the idea had 
been conceived, any competent com­
puter programer would have been 
able to write a program to imple­
ment it. The application was, how­
ever, accepted on the basis that the 
computer when programmed was a 
novel device. The British parlia­
ment had however legislated before 
the issuance of this decision to ex­
clude computer programs perse from 
patentability in the 1977 Act.

International Trends
The current world-wide trend ap­
pears to be towards liberalising the 
patentability of computer software. 
In the United States, Merrill Lynch 
patented its cash management sys­
tems and successfully sued others 
for infringement of its patent.5 us 
practice with regard to the 
patentability of algorithms has also 
relaxed. Under present practice a 
novel algorithm may be patented 
provided it does not wholly pre-empt 
the use of the algorithm. The limi­
tation may consist of commercially 
useless embodiments.6

In the recent Australian case of In­
ternational Business Machines Cor­
poration v Commissioner of Patent/

the invention related to an algorithm 
for producing smooth interpolating 
curves. The Patent Office refused 
the application following us prec­
edent on the basis that it related to a 
pure algorithm and the claims wholly 
pre-empted its use. Burchett J. 
considered IBM’s claim to be clearly 
limited to computer graphics appli­
cations and rejected the Patent Of­
fice view that all uses of the algorithm 
were pre-empted. His Honour fur­
ther went on to reiterate the test laid 
down by the full High Court of

"The current 
world-wide trend 

appears to be 
towards 

liberalising the 
patentability of 

computer software. 
In the United 

States..."
Australia in NRDC v Commissioner of 
Patentf where patentability is de­
termined on the basis of whether 
the invention has a useful commer­
cial application. This second 
ground may be particularly persua­
sive in New Zealand as the NRDC 
case has been followed in New Zea­
land and approved by the Court of 
Appeal9.

Current New Zealand 
Practice
New Zealand practice has been in­
consistent, depending to a large de­
gree upon the attitude of the 
particular examiner concerned. For 
example id obtained a patent in 
1988 for a menu system. Broadly

speaking the claims protect a menu 
system which displays a listing of 
programs having screen data avail­
able upon actuation of a review key 
and, upon actuation of a key associ­
ated with a selected program, screen 
data for the selected program is dis­
played. The breadth of the claims is 
surprising and reinforces why pat­
ent searches need to be conducted 
in respect of software.

Examiners generally feel uncomfort­
able with the state of the law in the 
UK following IBM's application. They 
continually raise objections to the 
patentability of computer software 
based on old decisions in different 
fields. They also cite Merrill Lynch 
Inc's application!0 as authority for the 
proposition that computer software 
is unpatentable where the operation 
carried out by the software would 
also have been unpatenable if not 
carried out on a computer. It is 
surprising that New Zealand exam­
iners rely upon this case as it was 
decided under the 1977 UK Act, 
which specifically excludes compu­
ter software per se. Further, Fal­
coner J made it clear that the decision 
was based upon the changed statu­
tory basis of the 1977 Act.

It is also surprising that the Patents 
Court Decision is cited when this 
was critised in the Genentech case11 
and in the subsequent Court of Ap­
peal case12. In the Court of Appeal 
IBM Corporation's application was 
specifically distinguished on the ba­
sis that it was decided under the 
1949 Act rather than the 1977 Act. 
Accordingly, it is difficult to see 
how Merrill Lynch's application can 
be preferred over IBM Corporation's 
application when the New Zealand 
Act is on all fours with the 1949 UK 
Act.

The Court of Appeal in Merrill 
Lynch's application adopted the ap­
proach taken by the European Pat­
ent Office: that computer software
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is patenable where some ‘technical' 
advance on the prior art is present. 
In Vicom System Inc’s application15 
the Technical Board of the Euro­
pean Patents Office allowed an ap­
plication in respect of a computer 
program for image processing. The 
program was run on a conventional 
computer with the novelty residing 
solely in the operation of the soft­
ware. There was however held to be 
a 'technical advance' in that in­
creased processing speed resulted.

A case relating to the patentability 
of computer software was taken to a 
hearing before the New Zealand 
Commissioner of Patents in 1986. 
No decision has yet issued. Until 
this decision issues many examiners 
appear to be taking a very cautious 
approach, even where the subject 
matter relates to the technical op­
eration of a computer.

Conclusion
Taking the most restrictive approach 
of Merrill Lynch’s application com­
puter software should be patentable 
in New Zealand where some 'tech­
nical' advance is present. IBM Cor­
poration’s application however 
remains the most persuasive prec­
edent in New Zealand under the 
present statutory framework. IBM’s 
Corporation application is however 
only highly persuasive and the New 
Zealand Patent Office and Courts 
may not wish to follow it for policy 
reasons. The presendy uncertain law 
in this field will hopefully be clari­
fied soon by the long awaited deci­
sion of the Commissioner of Patents. 
Hopefully he will be influenced by 
the liberal approach recently taken 
by the Australian Federal Court in 
IBM Corporation v Commissioner of 
Patents.

John Terry is a patent attorney and 
barrister and solicitor with the firm 
Baldwin, Son & Carey New Zealand 
and specialises in the areas of patent 
and computer law.
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