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Under the conditions of the knowledge
economy, the role played by knowledge
and information has increased. The
prosperity of individuals, of groups and
of states is determined largety by their
access to these resources. In such a con-
text, those who create knowledge have
the greatest advantage of all and it is
this group, Europe’s innavation commu-
nity, that adds to Europe’s reservoir of
knowledge and increases its competi-
tiveness.

The global economy has led to a re.
newed recognition of the value of
knowledge and to a massive increase in
Interest In intanglble assets,

The Lisbon and Barcelona declaratlons
reflect these realities. It is the task af the
political system to ensure that Eurcpe
has efficient structures and a culture to
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support innovation, as these are 3 key to
aconomic growth.

In this context the patent system plays
an essential role. There are at least three
reasons for having a strong one in Eu-
rope. Hrstly, only patents provide the
rnecessary [hcentives and guarantees to
innavators that. allow them to enter the
market place, It fs through patents that
they can expect the legitimate econom-
ic benefit aceruing from their invention.
The filing of 3 patent Is an indispensable
step towards successful commaercialisa-
tibn of an invention in the frae market.
Without adequate patent protection a
business would not even contemplate
@xposing its inventive products to the
market, They would remain secret and
unexplolted, especially where high-de-
velopment casts are involved.
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secondly, patents serve as catalysts in a
pracess by which innovation breeds in-
novation. It is net only the innovatar
that benefits from each patent, but also
society at large ih return for the rights
granted to the patent holder, the patent
system obliges the innovator te disclose
his innovative idea to the public. The
patent system therefore acts as a pow-
erful knowledge disseminator, inform-
ing researchers and society of the most
recent technical developments.

Thirdly, the patenting process jtsalf is of
value. The grant procedure can be fol-
lowed in tandem with the development
of market and commercial analyses. it
allows innovators to manage their rlsks
in accordance with fluctuating econarn-
ic expectations. Investment in technolo-
gy is often dependent on the priar es-

INTELLECTUAL PROPERTY AND, IN PARTICULAR, PATENTS REPRESENT A e
CENTRAL SUPPORT FOR INNOVATION AND FORM AN ESSENTIAL
ELEMENT OF THE KNOWLEDGE ECONOMY IN EUROPE. A WELL-
FUNCTIONING PATENT SYSTEM IS A GREAT ASSET TO EUROPE AND
ONE WHICH MUST BE DEVELOPED AND FULLY EXPLOITED.
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tabllshment of patent rights. Such
rights may have considerable commar-
¢lal value, and securing them and the
potential subsequent income through
transfers or licensing may be erucial
business assets,

Despite the creation of a well-function-

ing European Patent Office aimost 30

years ago, the current system is far from

perfect and there is much potantial for

impravement. There are three main areas

where changes are necessary, These are:

1 A reduction in patenting costs far
innovatars

2. A better legal framework, including a
unifled European Patent Court

3. A strengthened patent culture for
Eurcpe

The high costs of patenting are a source
of cancern, espacially for SMEs. The Eu-
ropean Patent Office has made a signifi-
cant contribution fo keeping costs
down, reducing its procedural fees faur
times in the period 1995 - 2003 which re-
sulied in a 38% fee reduction in real
terms.

However, further cost reductions are
necessary. One area which is partleularly
costly to users is the current translation
regime, which requires the translation of
the patent into the national language of
each of the countries where protection is
sought. The waorl; started after the 19ag
intergavernmental conferenge in Paris
has made good progress to reducing the
tost burden, The result is an internatian-
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al agrezment, known widely as the Lon-
den Agresment, which represents Eu-
rope’s bast chance of cutting translation
costs. If ratified by at least 12 states In-
cluding Germany, the United Kingdom
and France, it could lead to reductions of
translation costs of up to 50%.

Secondly, although Europe has a very
good centralised granting system in the
form of the European Patent Conven-
tian, there is a great need to introduce a
centralised patent court to handle post-
grant |itigation. In the curtent system
litigation is based on non-harmonised
rulings by multiple national courts, lead-
ing not only to prohibitive costs for liti-
gants, but alse, in many cases, to diver-
gent rulfngs in the various countries.
This problem is set to get worse by 2010
the number of national patents granted
through the European Patent Office and
still valid in the Member States is likely
to exceed 2 million, none of them being
subject to a European jurisdiction.

This unfortunate situation stands in
stark contrast to the existing systems in
the USA and Japan which both benefit
from & unitary patent litigation system.
A sirnilar solution has been proposed for
Europe under the draft European Patent
Litigation Agreement, EPLA, which, if
successful, will establish a single patent
court for Europe, Such a court would
provide both lower costs and greater le-
gal certainty, thereby greatly enhancing
the environment for innovation In Eu-
rope. ‘ '
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Thirdly, there are also improvements re-
quired in the patent culture in Europe. It
is clear that Europe lags behind the Us
and Japan aiso in terms of awareness
and utilisation of patents. This is due in
part to the deficiancles in the existing
legal framework in Europe, but also due
to the lack of a strong patent culture.

In terms of patent licensing the global
technology transfer market is worth in
gxcess of %wobn however, the lion's
share of this is conducted by Americans.
Compared to the USA, relatively few Eu-
ropeans elther understand the benefits
of the patent system and even fewer ac-
tively exploit its full value. A recent EPO
study demonstrated a clear under-utili-
sation af our online patent information
facilities, despite being available to
everyone free of charge. The same study
also showed that, compared to the UsaA,
patent information was used by Euro-
peans malnly for scientific purposes and
less a5 a business toal,

Europe needs fo increase both the
awareness and the general understand-
ng of the patent system. Our goal
should be the creation of a strong
patent culture in Europe in which
patents are freely acquired, freely trans-
ferred and freely licensed, whare Eu-
rope’s innovators can rely on an open
markef, in ldeas embodied in patents.

= Alain FOMPIDOU is President of the
Europgan Patent Offlee




