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PROPOCSAL FOR THE SI MPLI FI CATI ON AND REFORM
OF THE UNI TED STATES PATENT SYSTEM

Cecil D. Quillen, Jr.1

[ . | NTRODUCTI ON

The Advi sory Comm ssion on Patent Law Reform established
in 1990 by then Secretary of Comrerce Robert Mosbacher,
delivered its report (referred to herein as the Comm ssion
Report) to the Secretary of Conmmerce in August 1992. The
Comm ssion confined its recommendations to issues affecting the
U S. patent systemas they pertain to "harnoni zation" of U S.
patent |laws with those of other countries, to procedural issues
regardi ng the enforcenment of patents in the courts and to
certain specialized patent issues, and did not deal with
substantive issues of patent law. 2 This paper goes beyond the
report of the Conmi ssion and identifies substantive features of
present U.S. patent |aw which are contrary to the objectives
t hat shoul d be sought to be achieved by a patent system

i ncludi ng changes in U S. patent |aw which have occurred in the
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2. The issues considered by the Comm ssion, as reported inits
Overvi ew of Reconmendati ons (commenci ng on page 7 of the

Commi ssion Report), dealt with three topics, Harnonization-
Rel at ed | ssues, Patent-Enforcenent Rel ated |Issues, and Uni que

| ssues Facing the Patent System



past decade, and, in addition to commenting on certain of the
Comm ssion's suggestions, sets forth substantive proposals for
the reformand sinplification of the U S. patent system which

deal with those features and changes. 3

I'l. OBJECTI VES OF A PATENT SYSTEM

For purposes of this paper and the proposal s contai ned
herein, it has been assuned that the overriding objective of a
patent systemis to enhance consuner welfare by fostering
i nnovation, the commercialization of new products and new
processes.4 A patent system seeks to achieve this objective by
of fering the prospect of a subsidy fromthe consuner to those
who create or discover new i deas, disclose themto the public,
and exploit themcomrercially. The prospective subsidy is in
the formof a supra conpetitive price for the patented goods or
goods made by the patented process, and is nmade possible by the

exclusive right granted to the patentee which enables himto

3. Many of the suggestions herein are not original with the
aut hor and have previously been nmade or endorsed by others,

e.g. the Advisory Conm ssion on Patent Law Reform the Section
of Patent, Copyright and Trademark Law of the Anerican Bar
Associ ation, and the authors of many of the papers cited
herein. The author's hope is that he has drawn together in one
paper the nost inportant refornms which should be nmade to the
U S. patent system

4. MIllions of words appear to have been witten on this
topic, not all of which have been read by the author.

Hopefully this summary of the objectives of a patent systemis
a fair approximation of the better thinking expressed in those
wor ks the author has read. A particularly interesting treatise
on the topic is Kaufer, "The Econom cs of the Patent System"
Har wood Acadeni ¢ Publishers, New York (1989). Also of interest
is Schlicher, "Patent Law. Legal and Econom c Principles,"”

G ark Boardman Cal | aghan, New York (1992), which approaches the
topic froma different perspective.



excl ude others frompracticing the patented invention in
conpetition with himor charge thema royalty for practicing
the invention.5 The extent to which such a supra conpetitive
price can be charged depends upon consuner denmand for the
patented product (or for the product of the patented process)
and the extent to which economc (not technical) substitutes
are avail able. 6 Consuner welfare is al so enhanced by
innovation in the formof imtations of patented goods or

pat ented processes by those who "design around” the patents
covering them an activity which is aided by the diffusion of
know edge resulting from public disclosure of patented
inventions. This latter formof innovation, "designing

around," is an expression of conpetition and increases the

5. Some mght object to the characterization of the supra
conpetitive price as a subsidy. Perhaps the exclusive right is
necessary to di scourage "free riders" and enabl e the patentee
to recover his costs. Thus the underlying hypothesis is that
t he prospect of obtaining the nonopoly nade possible by the
exclusive right conferred by a patent is necessary to induce

t he research and devel opment work and investnment that led to

t he new product or new process in the first place, and there
woul d have been no new product or new process in the absence of
that prospect. Interestingly enough, it does not appear that
this hypothesis, which is the central justification for a

pat ent system has ever been verified by enpirical research,
except possibly for a few specific industries. See Kaufer,
supra, at 21-22. It is certainly possible that nmuch nodern
corporate research is driven by the necessity to naintain
parity with conpetitors, and woul d be done even in the absence
of the possibility of a patent and the hope for a nonopoly
profit, and that the patenting of such research is primrily
"def ensive" to assure the opportunity to use the fruits of
one's own work. It is alnobst certain that governnent funded
research would go forward w thout such a prospect.

6. "Cross elasticity of denmand"” is the term econom sts use to
characterize and quantify the extent to which one product is an
econoni ¢ substitute for another. Mansfield, "Principles of

M croeconom cs,” W W Norton & Conpany, New York (Third
Edition 1980) at page 169.



vari ety of choices available to consuners. Presunmably the two
forms of innovation, that by patentees and their |icensees, and
that by those who introduce imtation products or processes by
"designing around,"” are equally virtuous. The latter,
"designing around,"” is considerably nore common.7 The
enhancenent in consuner welfare should at |east equal its cost
(i.e., the supra conpetitive price paid by the consuner), and
the adm nistrative costs inherent in the system should be held
to a mnimum and should be borne by those receiving the

subsi dy. 8

A patent system |ike any |egal reginme, should inform
those affected by it of their rights and duties so they can act
accordingly. The outcone of disputes or possible disputes

shoul d be predictable in advance to nminimze uncertainty, and

7. Wth the possible exception of pharmaceuticals and chem ca
conmpounds, which frequently are a single chenm cal substance,
and either are or are not covered by a patent, even the

si npl est of products or processes can be affected by tens, or
even hundreds, of patents. Thus nost innovators, even those
who are patentees, face the task of designing around numerous
pat ents owned by others. This, together with the increased
nunber of valid patents brought about by today's | owered
standards for patentability, has made the task of the innovator
nore conplicated and expensive for the reasons noted el sewhere
by the author. See Quillen, footnote 10 infra.

8. This essentially neans the system should be self supporting
t hrough fees paid by patent applicants and patentees. These
costs however would be reflected in the prices charged by
patentees and their |icensees for patented goods and goods nade
by patented processes and thus would ultimately be borne by
consuners who are said to be the beneficiaries of the system
This is entirely appropriate as it nmerely requires consuners to
bear the costs of a systemoperated for their benefit and
enabl es them t hrough their purchasing decisions to determ ne
whi ch patented innovations are of value to them



so that litigation to ascertain ones' rights and duties is
unnecessary, or at least mnimzed and sinplified. This
requires a sinple and explicit analytic nethod that can be
applied easily to possible disputes. The system shoul d i npose
the | east possible cost on those who are affected by it, and
transaction costs, including the litigation costs to resolve

t hose disputes that do arise, should be mnimzed to the extent

possi bl e.

[11. CURRENT FEATURES OF THE U.S. PATENT SYSTEM WH CH ARE
CONTRARY TO THE OBJECTI VES A PATENT SYSTEM SHOULD SEEK

The U. S. patent system as it presently operates, is
unnecessarily conplicated and uncertain and i nposes excessive
and unnecessary costs on innovators, and thus is a deterrent to
innovation in the United States.9 The excessive costs result
fromthree features of current U S. patent |aw dim nished
standards for patentability, excessive damages for patent
i nfringement, and unnecessary uncertainty as to the outcone of
pat ent di sputes and patent litigation. Each will be dealt with
briefly in turn. 10
9. See Rutter, "The Geat Patent Plague," Technol ogy
Suppl emrent to Forbes Magazi ne, March 29, 1993, page 58.

10. The effect of these three features on innovation in the
United States has been di scussed el sewhere by the author.

See Quillen, "Innovation and the United States Patent System
Today, " presented Cctober 19, 1992 at "Antitrust and
Intellectual Property: Practice and Policy |Issues for the
1990s, " an ABA Conti nui ng Legal Education Institute co-

sponsored by the Section of Antitrust Law and the Section of
Pat ent, Copyright & Trademark Law.



A. DIM Nl SHED STANDARDS FOR PATENTABI LI TY

Virtually all comrentators have agreed that the standards
for patentability in the United States have been |owered in the
past decade. 11 This has been brought about by three concurrent
changes in U S. patent |law affecting (1) the rel evance of
nonstatutory factors to the determ nati on of nonobvi ousness
under 35 U.S.C. Sec. 103, (2) the scope of prior art regarded
as relevant to the obvi ousness/ nonobvi ousness i ssue,
particularly as it relates to "conbi nation" patents, and

(3) the presunption of validity.

Graham v. John Deerel2 and United States v. Adans, 13

deci ded by the Suprenme Court on the sane day, prescribed the
test for determ ning whether an invention has nmet the

nonobvi ousness requirenent of 35 U . S.C. Sec. 103. The Suprene

11. For exanple, see Klitzman, "The Federal Circuit is Mking
New Law, " presented at the PIPA Congress, Chicago, IL,
(Cctober, 1985), Lee, "The Mst Significant Patent Cases

Rel ating to the Question of Obviousness Under 35 U S.C. Sec.
103," presented at the ABA Annual Meeting, New York, NY
(August, 1986), Adel nman, "The New Wirld of Patents Created by
the Court of Appeals for the Federal G rcuit,” 20 U. Mch. J.
L. Reform 979 (1987) at footnote 1 and at page 991 (cited
herein as Adel man, "The New Worl d"), and Merges, "Commerci al
Success and Patent Standards: Econom c Perspectives on

I nnovation,” 76 Calif. L. Rev. 805, at pages 810-811 (cited
herein as Merges, "Commercial Success").

12. Gahamv. John Deere, 383 U S. 1 (1966). For a discussion
of Grahamv. John Deere and a historical review of the

devel opnent of the nonobvi ousness standard, see Kitch, "G aham
v. John Deere Co.: New Standards for Patents,” 49 J. Pat. Of.
Soc. 237 (1967), reprinted from 1966 Sup. Ct. Rev. 293.

13. United States v. Adans, 383 U S. 39 (1966).




Court statutory test requires a three-step factual analysis:
(1) determning the scope and content of the prior art,

(2) ascertaining the differences between the prior art and the
clains at issue, and (3) resolving the level of ordinary skill
in the pertinent art. The question of obviousness or

nonobvi ousness is determ ned agai nst this factual background. 14
G aham and subsequent Suprene Court cases made it plain that
nonstatutory factors, the so-called "secondary considerations,"
are only of conditional relevance in ascertaining whether the
nonobvi ousness requi renent has been net.15 Decisions of the
Court of Appeals for the Federal G rcuit, however, have

el evated the nonstatutory factors to prinmary inmportance,

stating that they nust always be considered, 16 and that they

14. Gaham supra, at 17.

15. "Such secondary considerations ... mght be utilized to
give light to the circunstances surrounding the origin of the
subj ect matter sought to be patented. As indicia of

obvi ousness or nonobvi ousness, these inquiries nay have

rel evance." Gaham supra, at 17-18 (enphasis supplied). In
commenting on the Scoggin patent, also at issue in G aham the
Court said "However, these factors do not, in the circunstances
of this case, tip the scales of patentability.” G aham supra,
at 36. This position was subsequently reiterated by the
Suprene Court in Anderson's-Black Rock v. Pavenent Sal vage, 396
U S. 57 (1969) and Sakraida v. Ag Pro, 425 U S. 273 (1976). 1In
essence the Supreme Court cases hold that nonstatutory factors
cannot overcone a determ nation of obviousness under the
statute using the three-step analytic nethod prescribed in
Graham Hence, under the Supreme Court test the nonstatutory
factors are only of conditional relevance, to be consi dered
only if there is doubt remaining after application of the
three-step statutory test.

16. See Fromson v. Advance O fset Plate, 755 F.2d 1549 (Fed.
Cir 1985) where, notw thstanding the conditional relevance
accorded the nonstatutory factors in Graham and the subsequent
Suprene Court cases, the court, at 1556, said "[E]vidence of
secondary consi derations nust always when present be considered
in the process of determ ning obviousness.” See also




can even override a conclusion that the invention did not neet
t he nonobvi ousness requi renent under the Suprene Court's

three-step statutory test. 17

The scope of prior art regarded as relevant to the
obvi ousness i ssue has been narrowed by the Federal GCrcuit to

precl ude considering collectively the teachings of prior art

Stratoflex v. Aeroquip, 713 F.2d 1530 (Fed. G r. 1983) where,

at 1539, the court said "It is error to exclude ... evidence

[ of secondary considerations] fromconsideration." The Federa
Circuit has characterized the nonstatutory factors as

"obj ective evidence of nonobviousness," Perkin-Elner v.

Conput ervi sion, 732 F.2d 888, 894 (Fed.Cr. 1984), although
they are considerably | ess "objective" than are the statutory
factors. See Merges, "Conmercial Success," supra, Welan, "A
Critique of the Use of Secondary Considerations in Applying the
Section 103 Nonobvi ousness Test For Patentability,” 28 Boston
Col | ege Law Revi ew 357 (1987), and Harris, "The Energing

Pri macy of 'Secondary Considerations' as Validity Amrunition:
Has the Federal Circuit Gone Too Far?", 71 J. Pat. & Trademark
Of. Soc'y. 185 (1989) (cited herein as Harris, "Secondary
Consi derati ons").

17. "[T]he teachings of the prior art prim facie would have
suggested to one of ordinary skill in the art the cl ainmed
invention. ... However, the evidence of secondary
considerations ..., particularly commercial success, is
extrenely strong, and is entitled to great weight. In

consi dering the evidence of obvi ousness/ nonobvi ousness

col l ectively, we conclude the trial court's decision that the
... invention ... would have been obvious ... nust fall."

Si nmons Fastener v. Illinois Tool Whrks, 739 F.2d 1573, 1575-76
(Fed.Cir. 1984). "This is one of those cases where evidence of
secondary considerations 'may ... establish that an invention
appearing to be obvious in light of prior art was not.'"
(citations omtted). Alco Standard v. TVA, 808 F.2d 1490, 1501
(Fed. Cir. 1986). Demaco v. von Langdorff, 851 F.2d 1387
(Fed.Cir. 1988) appears to be another such case. See footnotes
40 and 46 of Adel man, "The New World," supra, and footnote 1 of
Harris, "Secondary Considerations,” supra. None of these
cases, however, provide any analytic method other than
"considering the evidence collectively"” for relating the
nonstatutory factors to the three-step statutory anal ysis
mandat ed by Graham or for determ ning when their weight is
sufficient to overcone a determ nati on of obviousness under the
statutory anal ysis.




ref erences which do not thensel ves suggest that they be
considered together.18 This is contrary to the approach

foll owed by the Suprenme Court in G aham and subsequent Suprene
Court cases.19 The inplicit assunption in the Federal Circuit
cases apparently is that the "man of ordinary skill in the art"
does not keep hinself informed of developnents in the arts
pertinent to his work, and that he is a literalist, devoid of
even the tiniest anount of inmagination or creativity, and is

totally unskilled at problem solving.20 The Federal Circuit

18. For exanple, see Ashland G| v. Delta Resins, 776 F.2d
281, 293 (Fed.CGr. 1985), Panduit v. Dennison, 774 F.2d. 1082,
1093 (Fed. G r. 1985), ACS Hospital v. Mntefiore, 732 F. 2d.
1572, 1577 (Fed.Cir. 1984), Lindemann v. Anerican Hoist, 730
F.2d. 1452, 1462 (Fed.Cr. 1984), and Medtronic v. Cardiac, 721
F.2d 1563, 1575 (Fed.Cir. 1983). The practical effect is to
read Sec. 103, the nonobvi ousness section, out of the statute
and to nake patentable all inventions which are "not
identically described or disclosed" in a single prior art
reference. See Sec. 5.04[3], pages 5-77, 81 of Schlicher,
supra, and footnote 219 of Nguti, "Patent Law. Doctrina
Stability - A Research and Devel opnent Definition of Invention
is Key," 20 Val paraiso University Law Revi ew 653 (1986).

19. In Gaham in evaluating the obviousness of the

i nsecticide sprayer bottle patent assigned to Cook, the Court
consi dered the collective teachings of references fromthe punp
sprayer art and references relating to liquid containers with
pouri ng spouts, even thought the references did not thenselves
suggest that they be considered together. G aham supra, at
35. Elsewhere in G aham (page 19), the Court stated: "[T]he
anbit of applicable art in given fields of science has w dened
by di sciplines unheard of a half century ago. It is but an
evenhanded application to require that those persons granted
the benefit of a patent nonopoly be charged with an awareness
of these changed conditions.” 1In Dann v. Johnston, 425 U S
219 (1976), the Court said, at 229, "[I]t can be assuned that
such a hypot hetical person would have been aware both of the
extensive use of data processing systens in the banking

i ndustry and of the system enconpassed in the Dirks patent”
even though there was no such suggestion in the Dirks patent.

I n Sakrai da he was assumed (perhaps tongue-in-cheek) to be
famliar with Geek nythology. See footnote 1 of Sakraida,
supr a.




approach leads to the result, deplored by the Suprene Court in,

Ander son' s- Bl ack Rock, Sakraida, and A&P v. Supernarket, 340

U S 147 (1950) of valid patents on conbinations of old

el emrents in which each el enent does only what the prior art
taught that it would do, and which achi eve no new or unexpected
result.21 Finally, the presunption of validity prescribed in
35 U.S.C. Sec. 282 has been transfornmed into a heavy burden of
per suasi on whi ch can be overcone only by "clear and convi nci ng

evi dence. " 22

20. In Standard Gl v. Anerican Cyanam d, 774 F.2d 448, 454
(Fed. Cir. 1985), the Federal Crcuit said: "A person of
ordinary skill is ... one who thinks along the |ine of
conventional wisdomin the art and is not one who undertakes to
innovate...." Every engineer or scientist with whomthe author
has ever worked woul d be offended by this characterization.
This is certainly not the man of ordinary skill in the Suprene
Court cases.

21. The six patents in A&, G aham Adans, Anderson's-Bl ack
Rock, and Sakraida were all "conbination" patents. Five of the
"inventions" were held obvious (and hence the patents were

i nval i d) because they were conbinations of old el ements each of
which did only what the prior art taught it would do, and which
achi eved no new and unexpected result. One, the invention in
Adans, although a conbination of old elenments, was determ ned
not to be obvious because it achieved a new and previously
unknown result. The Supreme Court has told us the standard for
patentability applied in these cases has its origin in the
Constitution. See G aham supra, at 5-6, Anderson's-Bl ack
Rock, supra, at 61, and Sakraida, supra, at 273. The Federa
Circuit however has not followed Suprene Court |aw on

"conbi nati on” inventions. For exanple, see Environnental
Designs v. Union G1I, 713 F.2d 693, 698 (Fed.Ci r. 1983) and
Medtronic v. Cardiac, 721 F.2d 1563, 1566 (Fed.C r. 1983). In
Anerican Hoist & Derrick v. Sowa, 725 F.2d 1350, 1360 (Fed.Cir
1984) jury instructions which followed the Suprene Court test
in haec verba were characterized by the Federal Circuit as
"wholly erroneous.” See Harris, "Prospects for Suprene Court
Revi ew of the Federal Circuit Standards for Cbvi ousness of

I nventions Conbining Od Elenents,” 68 J. Pat & Trademark O f.
Soc. 66 (1986)

22. For exanple, see Connell v. Sears Roebuck, 722 F.2d 1542,
1549 (Fed. G r. 1983).

10



The consequence of the dimnished standards for
patentability is that valid patents can now be obtai ned on
i nventions that once could not have been the subject of a valid
patent. Sinply put, there are nore valid patents. The
availability and existence of nore valid patents nekes it
necessary for woul d-be innovators to seek and deal with nore
patents (and thus incur higher costs) than they otherw se
woul d.  The woul d-be innovator however obtains no advant age
fromhis additional patents because the sane opportunity (or
necessity) applies to his conpetitors as well. At the end of
the day everyone has nore patents and no one has gai ned an
advantage. Al have found it necessary to incur higher

costs. 23

These changes have had two other effects beyond the
i ncreased costs resulting fromthe | owered standards for
patentability. They have nmade patent litigation (both
di scovery and trial) nore conplex and costly, and they have
made the outcone of patent disputes and patent litigation nore
uncertain. Increased litigation costs result fromthe sinple
fact that there are nore (and nore conplex) issues to be tried,

whi ch increases the length of trials and the scope and anpunt

23. The beneficiaries are those whose incones have been
enhanced and j obs nade nore secure by the increased work, e.g.,
pat ent attorneys who advi se and represent patent applicants,
pat ent ees, and i nnovators; patent exam ners who exanine the
addi tional patent applications; |icensing nmanagers who nust
negoti ate nore licenses; consultants and experts who assist in
l[itigation; and arbitrators and nedi ators who practice ADR

See page 62 of Rutter, supra.

11



of discovery necessary to prepare for them Qutconmes have been
made nore uncertain because of the increase in the nunber and
conplexity of issues (the nore and nore conplex the issues on
whi ch probabilistic predictions nust be nmade, the nore
uncertain is the ultimate prediction), and because there is no
prescribed anal ytic nmethod for dealing with these issues other

than to "consider the evidence collectively."24

B. EXCESSI VE DAMAGES FOR PATENT | NFRI NGEMENT

The intention of the patent damages statute (35 U S. C
284), according to the Suprene Court, is to conpensate the
patentee for harm suffered as a consequence of infringenent. 25
Current |aw often overconpensates the patentee.26 Many cases
award the patentee as damages both his "pecuniary |oss" and a
"reasonabl e royalty,"27 and the Federal Circuit has said that a

"reasonabl e royalty" should be nore than the "normal, routine

24. This is a paraphrase from Sinmons Fastener v. Illinois

Tool Works, supra, where the court said, at 1576, "In

consi dering the evidence of obvi ousness/ non-obvi ousness

col l ectively, we conclude the trial court's decision that the
invention ... would have been obvious ... nust fall."

25. See Aro v. Convertible Top, 377 U S. 476 (1964) and
Ceneral Mdtors v. Devex, 461 U S. 648 (1983). Also see the
papers cited in footnotes 28 and 31, infra.

26. The excessive conpensation frequently awarded patentees
may to sone extent account for the fifty percent increase in
patent litigation between 1980 and 1990. See Seabr ook, "The
Fl ash of Genius,"” The New Yorker (January 11, 1993) 38, 40.
Per haps patentees, like WIllie Sutton, know "where the noney
Is."

27. For exanple, see State Industries v. Mr-Flo, 883 F.2d
1573 (Fed. G r. 1989) and Radio Steel v. MID, 788 F.2d 1554
(Fed.Cir. 1986).

12



royalty noninfringers mght have paid."28 The author has
argued el sewhere29 that the literal interpretation of the
patent damages statute is that the patentee is to receive as
damages either his "pecuniary |oss" as a consequence of the
infringenment or a "reasonable royalty"30 for the infringer's
use of the invention, that the two are nutually excl usive, and
that the patentee should receive the greater of the two, one or
t he other, but not sone conbi nati on which exceeds either of

them 31 To award a conbi nation of the two, or a reasonabl e

28. The quoted | anguage is fromPanduit v. Stahlin, 575 F.2d
1152, 1158 (1978), a Sixth Circuit case which has been adopted
by the Federal Circuit as setting forth approved net hodol ogy
for calculating both "lost profits" and "reasonable royalty."
In Stickle v. Hublein, 716 F.2d 1550 (Fed. Cir 1983) the court
said, at 1562-63: "[T]he trial court may award an anount of
damages greater than a reasonable royalty so that the award is
"adequate to conpensate for the infringenent.' [quote from
Panduit om tted] Such an increase, which may be stated by the
trial court either as a reasonable royalty for an infringer (as
in Panduit) or as an increase in the reasonable royalty
determined by the court, is left to its sound discretion.” For
acriticismof the Federal Circuit approach, see Adel nan,

"I nfringement Danages - Law and Policy," presented October 19,
1992 at "Antitrust and Intellectual Property: Practice and
Policy Issues for the 1990s," an ABA Conti nui ng Legal Education
Institute co-sponsored by the Section of Antitrust Law and the
Section of Patent, Copyright & Trademark Law (cited herein as
Adel man, "Damages").

29. See Quillen, at footnote 10 supra.

30. "Pecuniary loss" is what the patentee would have earned
had the infringenent not occurred. It may be price erosion on
the patentee's sales, it may be |ost profits on sales the
patentee lost to the infringer, it nmay be foregone royalties if
the patentee had licensed his patent, or it may be sone

conbi nation of the foregoing. "Reasonable royalty" is the
anount a willing licensee would have paid for using the

i nvention.

31. In addition, patent danages awards today typically do not

take into account the additional inconme taxes the patentee
woul d have paid on his additional inconme in the "but for"
wor |l d, and are cal cul ated based on | ost inconme rather than | ost

13



royalty which exceeds that which a noninfringer would have
paid, is to give the patentee nore than he woul d have earned in
t he absence of the infringenment and to treat the patent damages
statute as punitive, not conpensatory.32 Those who i nnovate by
desi gni ng around exi sting patents33 may sonetines find that
their conclusions of noninfringenent or invalidity were
incorrect and that they are patent infringers instead. It is
fair that innovators who find thenselves in this position
shoul d conpensate patentees for the harmthey have done, or pay
a reasonable price for their use of the invention, whichever is
the greater. But to require nore, as the current |aw
frequently does, is to discourage efforts to innovate by

desi gni ng around exi sting patents.

C. UNCERTAI NTY

As noted above, uncertainty in patent |aw has been
i ncreased by proliferating the nunber of issues which nust be
tried to resolve a patent infringenent suit, and by the nunber

of instances in which no sinple analytic nethod is prescribed,

cash flow (even though the award will be paid in cash and only
cash can be invested to earn interest). See Quillen, at
footnote 10 supra, Jarosz, "Pre-Tax Versus After-Tax Patent
Danages: Do The Courts Have It Right?," 74 J. Pat. and
Trademark OFf. Soc'y.," 938 (1992), Qillen, "lIncone, Cash, and
Lost Profits Danages Awards in Patent Infringenent Cases," 2
Fed. Cir. Bar J. 201 (1992), and Jarosz, "Considering Taxes in
t he Conputation of Lost Business Profits,” 25 Creighton L. Rev.
41 (1991).

32. Adel man, "Damages," supra, pointed out that the | aw of
enhanced damages is avail able to punish those infringers whose
conduct was willful.

33. As noted in footnote 7, supra, this is npbst innovators.
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and a determ nation one way or the other is to be nmade by
considering all of the evidence collectively, based on the
totality of the circunstances, or commtted to the sound

di scretion of a judge. |In such instances no one can ascertain
i n advance whet her a proposed course of conduct is proper or

i nproper, and the answer is not known in the absence of

litigation.34

Prelimnary injunctions in patent cases have al so becone a
source of increased risk to innovators. Previously such
i njunctions were available only upon a showi ng by the patentee
of, inter alia, likelihood of success on the nerits and
irreparable harm 35 As a consequence prelimnary injunctions
in patent cases were rare.36 Now it has been ruled that patent
infringement itself is presuned to be irreparable harm 37
That, along with the presunption of validity which can be
overcome only by "clear and convinci ng" evidence, places the
pat ent ee who can show a "reasonabl e |i kel i hood of success" on

the infringenent issue in the position where he need

34. See footnote 44, infra.

35. Foster, "The Prelimnary Injunction - A New and Pot ent
Weapon in Patent Litigation," 68 J. Pat. and Tradenmark OFf.
Soc. 281, 282 (No. 6, June 1986)

36. See Szczepanski, "Licensing or Settlenent: Deferring the
Fight to Another Day," 15 AIPLA Q J. 298, 302-303 (1987), and
Morrison, "The Inpact of the Creation of the Court of Appeals
for the Federal Circuit on the Availability of Prelimnary
Injunctive Relief Against Patent Infringenment,” 23 Indiana Law
Rev. 169 (1990).

37. Snmith International v. Hughes Tool, 718 F.2d 1573, 1581
(Fed.Cir. 1983),
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denonstrate neither Iikelihood of success on the validity issue
nor irreparable harm Both are presuned for him and the

def endant has the task of rebutting those presunptions. 38

Thus, prelimnary injunctions are now common.39 Simlarly,
final injunctions were al nost always stayed until after the
appel | ate process was concl uded. 40 Now, however, stays of

final injunctions are regularly refused, and the defendant who
is unsuccessful in the District Court is frequently out of

busi ness before his appeal can be concluded.41 Both of these
changes significantly increase the risk and uncertainty for one
who has sought to innovate by designing around another's patent
(and has concluded it is not infringed or is invalid), and is
consi dering an investnent for a new product or new process
based on that conclusion. The possibility that investnments may
be rendered worthless by a premature injunction, even if the
conclusions ultinmately prove to be correct, creates a risk that

38. See Roper v. Litton Systens, 757 F.2d 1266 (Fed.Cr
1985) .

39. Morrison, supra. But see Gazer, "Prelimnary |Injunctive
Relief: A View Fromthe '90s," The Journal of Proprietary

Ri ghts (January, 1992), page 2, for an indication that the
Federal Circuit has recently tenpered its treatnment of
prelimnary injunction notions.

40. Szczepanski, supra, 301-302.

41. Szczepanski, supra, 301-302, and Gerstein, "Death to
Infringers - O - The Two Chances of Obtaining a Stay Pendi ng
Appeal ," 11l Court of Appeals for the Federal Circuit

Newsl etter 115 (No. 4, January - July 1986), published by the
Appel l ate Practice Commttee, Litigation Section, American Bar
Associ ati on.
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few prudent businessnmen would (or shoul d) assune, thus

di scour agi ng econom ¢ conduct that enhances consuner welfare. 42

Not all of the causes of uncertainty are new to patent
| aw;, many of them have been with us for decades. For exanpl e,
the secrecy afforded patent applications neans that an
i nnovat or can never be certain a relevant patent will not
appear, even long after his new product or new process has been
comercialized. This is conpounded by the ability to file
continuation, continuation-in-part, and voluntary di vi si onal
applications which nakes it possible for an applicant to
prol ong the pendency of patent applications (and the expiration
of the patents granted thereon) for years, or even decades. 43
Interferences, which are conducted in secret, |ikew se postpone
t he i ssuance of patents, and are a source of simlar
uncertainty. The innovator, in effect, is subject to an
i ndeterm nate "black out period" as to the possibility of

subsequent patents that may affect his innovations.

A significant source of uncertainty for woul d-be

i nnovat ors whose i nnovations may be affected by patents granted

42. Morrison, supra, 195-197.

43. The continuing patent application is one of the nore

bi zarre features of U S. patent law. It is an invitation to

sl oppy work by those who practice before the USPTO and is a
source of much abuse by those who file a sequence of conti nuing
applications and "reinvent” their clains in |ight of subsequent
devel opnents by others. It also conmpounds the workl oad of the
USPTO by requiring that it reconsider, frequently tinme after
time, matters already presented to it.
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on donestic inventions arises fromour "first to invent”
system Because such patents are entitled to the benefit of
their "invention dates" in the United States, rather than the
filing dates of the applications on which they were granted,
woul d- be innovators cannot know in the absence of |itigation
and di scovery whether the references on which they mght rely
in evaluating such patents are effective as prior art (unless
the reference was published nore than a year prior to the
patent's filing date). Even if the file history of the patent
of concern happens to contain a Rule 131 affidavit, the actua
i nvention date nmay not be revealed. This is just one of
several instances in current U S. patent lawin which the facts
necessary for evaluation of a dispute or potential dispute
cannot know be known without engaging in litigation and

di scovery. The result for woul d-be innovators is another

source of uncertainty and ri sk.

Per haps the greatest source of uncertainty is the
"doctrine of equivalents" which affords the patentee protection

beyond the scope of his patent clains.44 The innovator who has

44. "The dissent's argunent is based on the utopian belief
that a copier 'should be able to | ook at the patent clains and
know whether his [or her] activity infringes or not.' Although
this may be a desirable goal for the patent laws, it is not the
law as it exists. |In particular, the doctrine of equival ents
has been judicially created to ensure that a patentee can
receive full protection for his or her patented ideas by naking
it difficult for a copier to naneuver around a patent's cl ai ns.
In view of this doctrine, a copier rarely knows whether his
product 'infringes' a patent or not until a district court
passes on the issue." Paper Converting v. Magna- G aphics, 745
F.2d 11, 19 (Fed.Cr. 1984). One comentator (Hantnman, "Patent
Infringement, 71 J. Pat. and Trademark O f. Soc'y 454 (May
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identified all of the patents relevant to his proposed product
or process and carefully designed his product or process so as
to avoid their clains is nonetheless at risk.45 The
uncertainty associated with the doctrine of equival ents has
been conpounded in recent years by decisions of the Federal
Crcuit which have articulated different, and difficult,

anal yti ¢ approaches to the question. 46

1990), at 515-16) has observed that "This view by the CAFC t hat
a copier rarely knows the scope of a patent until it is
litigated violates the raison d etre of the U S. patent system
The establishnment of the Patent Ofice in 1836 to exam ne
patent applications and determ ne inventions was intended
specifically to renedy the prior situation in which courts had
deternmi ned the meani ng and scope of patents during litigation.
Areturn to that tinme of uncertain patents and the acconpanyi ng
infringement litigation cannot be expected to encourage

i nnovation."

45. The "doctrine of equivalents" is said to be an "equitabl e"
doctrine. It is decidedly inequitable. The infringer is by
definition one who successfully designed around the clains of
the asserted patent, an innovation activity said to be
encouraged by the patent system and then was found to be an

i nfringer anyway. Abolition would not be unfair to patentees
who after all get to draft the clains that define their
inventions. 1In practice nost patent clains are drafted by
attorneys who have passed an exam nation for conpetence. The
public, including innovators, should be able to take patentees
(and their conpetent attorneys) at their word.

46. See Harris, "Three Anbiguities of the Doctrine of

Equi valents in the Federal GCrcuit,” 69 J. Pat. and Tradenark
Of Soc'y 91 (1987), and Adel man and Franci one, "The Doctrine
of Equivalents in Patent Law. Questions that Pennwalt Di d Not
Answer," 37 U Pa. L. Rev. 673 (1989). Hantman, supra, at 506-
507, al so suggests that Pennwalt did not settle things. These
predi cti ons appear to have been born out. See for exanple
Wlson v. David Ceoffrey, 904 F.2d 677 (Fed.Cir. 1990).

Adel man and Franci one, supra, at 729, conclude "W have shown
inthis Article that justice can be achieved in al nost al
cases without the use of the doctrine of equivalents. Hence,
it should receive a proper burial fromthe Federal Circuit
except and to the extent that no other just doctrine is
avail abl e. ™
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The effect of risk and uncertainty is to increase the cost
of capital 47 for innovations affected by patents, 48 those which
at the end of the day turn out to be perfectly proper as well
as those which turn out to have been infringenents. |In those
instances in which the risk or uncertainty is excessive or the
cost of capital exceeds the expected return, the innovation
does not occur, even if it would have been entirely proper.
Uncertainty is corrosive in this regard; it discourages the

worthy as well as the unworthy.

V. PROPCSALS

The Report of the Advisory Commi ssion on Patent Law Reform
presents the opportunity to consider a nore conprehensive and
substantive reformof the U S. patent system The proposals
presented here are intended to sinplify U S. patent |law and to
elimnate fromit those features which i npose excessive and
unnecessary costs, risks, and uncertainties on innovators.
These proposals, if adopted, should reformthe U S. patent
systemso that it no |longer functions as a deterrent to

i nnovation in the United States.

47. The cost of capital is greater for uncertain and risky
projects than it is for less risky projects. See Quillen,
footnote 10 supra.

48. As noted in footnote 7, this is nost innovation projects.
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A. FIRST TO FI LE

I nterferences shoul d be abolished and patents shoul d be
granted to the first inventor to file an application.49 The
"first to invent" principle should be abandoned entirely except
that there should be provided by statute an affirmative "prior
i nventor"” noni nfringenent defense, personal to the accused
infringer, to the effect that there is no infringenent if the
accused article or process (or the feature which causes it to
be accused) was actually reduced to practice in the United
States by the alleged infringer prior to the effective filing
date of the asserted patent.50 The person entitled to raise
this defense should be the "prior inventor," his assignee if
the assignee, at the tine the invention was made, was entitled
to assignment of the invention by virtue of an agreenent with

the actual inventor or by law, or a purchaser of the entire

49. This is anong the principal recomendations of the

Advi sory Conmi ssion on Patent Law Reform for the purpose of
enabl i ng "harnoni zation." A "first to file" systemis
inmportant in its own right, for reasons noted herein by the

aut hor, and should be adopted in any event and w thout regard
to "harnoni zation." The Conm ssion al so recomended t hat

assi gnees of inventions be permtted to file applications for
patents thereon. This is also a salutary proposal which should
be adopted. For assignee-filed applications, the assignee
shoul d be required to identify the actual inventor or inventors
and nake an oath that he believes her/himthemto be true and
original inventors.

50. This is a substitute for the "prior user right" defense
proposed by the Conm ssion. Conm ssion Report, pages 11-12,
21, and 48-53. The availability of this defense should
elimnate the necessity for filing "defensive" patent
applications, i.e., those which are filed only to assure the
inventor the right to use his own work, and thus reduce the
wor kl oad of the USPTO
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busi ness to which the prior invention relates froma person

entitled to rai se the defense.

Adoption of the "first to file" systemw !l elimnate two
maj or sources of uncertainty and expense fromthe U S. patent
system interferences and the aforenentioned inability of
woul d-be innovators to eval uate patents on donestic inventions
in light of references published | ess than one year before the
filing date of such patents. Qher argunents favoring the
"first-to-file" systemare set forth in the Conm ssi on Report
and will not be repeated here.51 In addition, interferences to
deternmine who is the first inventor are a source of major del ay
in the granting, and hence, expiration, of patents, and the
continuation of first-to-invent systemwould be wholly
inconsistent with a patent termdated fromthe filing date as
recommended by the Commi ssion, or fromthe publication date as

proposed by the author.

51. Conm ssion Report, pages 11-12, 21, and 43-55. It is
often argued that a first-to-file systemis arbitrary and
unfair. A "first-to-file" systemis no nore arbitrary or
unfair than our present "first-to-invent" system U S.
interference practice depends on such arcane notions as
"conception,” "diligence," "actual reduction to practice,"
"constructive reduction to practice,” "senior party,” "junior
party," etc., and gives a deci ded advantage to the first to
file. In the end, the current U S. systemreaches a result
that is no less arbitrary than that of a "first-to-file"

system If we are to have an arbitrary systemfor ascertaining
which of two or nore inventors is entitled to a patent, and it
is inevitable that we nust, then why not have a sinple and

i nexpensive arbitrary system which does not require a speci al
proceedi ng and in which the outcone is certain, rather than our
present conplicated and expensive arbitrary systemin which the
outcone is uncertain until the proceeding is concl uded?
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B. PROVI SI ONAL APPLI CATI ONS AND PUBLI CATI ON

Provi si onal applications (Comm ssion Report, pages 11-12,
21 and 45-46) should be permtted for nonconvention
applications only, at the option of the applicant.52 The USPTO
shoul d be required to provide the nonconvention applicant with
a conplete prior art search and first office action within nine
months after the filing date of a provisional application, or a
conplete application if the applicant chose not to file a
provi si onal application.53 The applicant should then have
until twelve nonths after the filing date of his provisiona
application, or conplete application if no provisiona
application was filed, in which to convert his provisiona

application into a conplete application, to anend his conpl ete

52. The Conmi ssion did not draw a distinction between
convention applications and nonconvention applications. The
rational e for the provisional application is to enable
applicants to file a "l ow cost, informal application to secure
their rights to obtain patent protection” to be foll owed within
twel ve nonths by a conplete application so as to afford the
applicant tinme, anong other things, "to explore the comrercia
opportunities for the invention.” Comm ssion Report, page 11.
The applicant who files a convention application has al ready
had twel ve nonths for such exploration. To permt convention
applicants to file a provisional application is unnecessary and
woul d gi ve them an unwarranted advantage over nonconventi on
appl i cants.

53. The nine nonth period was sel ected as a conveni ence for
U.S. applicants contenplating filing foreign patent
applications under the convention so as to afford themthe
opportunity to reevaluate their inventions in |light of the
prior art and revise their applications accordingly before
filing their convention applications. |[If this is not thought
i nportant, the nine nonth period could be | engthened and the
time for filing the prepublication anmendnent correspondi ngly
extended. The Commi ssion recomended the availability of an
expedi ted search upon paynent of an additional fee. Conmm ssion
Report, pages 23 and 61. The early search and office action
for a nonconvention application proposed herein by the author
woul d be mandat ory, making the expedited search unnecessary.
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application if he did not file a provisional application, or to
abandon his application.54 Conversion of a provisiona
application into a conpl ete application, or anendnent of a
conpl ete application when no provisional application had been
filed, should be liberally permtted, subject to a "unity of

i nvention" requirenent. This would permt applicants to revise
their notions of what they had invented and their unpublished
applications in light of the prior art search and know edge
obtained by themin the interval between their first filing and

t he prepublication anendnent. 55

Al'l applications (both convention and nonconventi on)
shoul d be published ei ghteen nonths after their effective

filing dates unl ess they were expressly abandoned prior to

54. The Conmm ssion recommended that the one year "grace"
period provided by 35 U . S.C. Sec. 102(b) be retained.

Commi ssi on Report, pages 11, 21, and 47-48. This is perhaps
unnecessary. An applicant can file a provisional application
to secure his effective filing date and then have one year in
which to do the things the "grace" period is said to enable.
Even today the "grace" period is of no value to U S. applicants
who intend to file abroad because it is not recogni zed by any
of the industrial countries in which U S. applicants
customarily file. A better change would be to substitute for
the present Sec. 102(b) a provision that the applicant forfeits
his opportunity to obtain a patent on his invention if his
application is not filed within one year after his first
commercial use of the invention wi thout regard to whether the
use was a "public use" or a "secret" use. This would codify
current law. See Metallizing v. Kenyon, 153 F.2d 516 (2d Cir
1946) .

55. The opportunity to revise in light of |ater discovered
information is the justification nost often proffered for the
need for continuation-in-part applications. Liberal anmendnent
of unpubli shed applications should neet that need and permt
the abolition of all continuing applications, including

conti nuations-in-part.
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publication.56 The USPTO woul d publish the abstract and one
claimof the application in the Oficial Gazette. The conplete
file of the application, including all conmunications between
the applicant and the USPTO both prior and subsequent to
publication, should thereafter be open to public inspection and
copyi ng. 57 Applications which are abandoned shoul d al so be
publ i shed unl ess the applicant requests that the application be
mai ntai ned in secret and not published.58 No applicant (or
assignee) would be permtted to file a subsequent application
for patent for an invention that was the subject of an earlier
application by the sane applicant (or assignee), and
continuation, continuation-in-part, and voluntary divi si onal

appl i cations woul d be abol i shed. 59

56. The Conmm ssion suggested publication within 24 nonths from
the earliest priority date claimed. Conmm ssion Report, pages
12, 23, and 61-63. Eighteen nonths should be adequate. It is
the tinme period followed in virtually all other industrialized
countries, it accelerates the conmencenent of the tinme for

whi ch danages can be collected if a patent is ultinately
granted, and it provides earlier notice to woul d-be innovators
of the applicant's clains, and thus reduces the possibility of
costly surprises.

57. This is essentially the sane as the Commi ssion's proposal.
Commi ssi on Report, page 23 and pages 61-63.

58. The ability to continue to maintain an invention in secret
if it turns out to be unpatentable is the reason given for the
need for secret patent applications. Under the author's
proposal that opportunity is preserved. Nonconvention
applicants need not deci de whether the application will be
publ i shed until after they have received an office action and
prior art search fromthe USPTO. Convention applicants my
well receive a prior art search fromthe patent office in which
they first filed. In any event they have anple tine to conduct
their owm prior art search and make their own patentability
eval uati on.

59. The Comm ssion apparently did not consider whether
continui ng applications should be abolished, but did recomend
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C. PATENT TERM AND ENFORCEABI LI TY

The patent term should commence when the patent is granted
and term nate ei ghteen and one half years after the publication
date of the application on which it was granted (i.e., 20 years
after the effective filing date of the application on which the
patent was granted). Although the patentee would not be
permtted to file an action seeking damages or an injunction
until the patent is granted, damages, either "pecuniary | oss"
or a "reasonable royalty," as proved by the patentee, should
"rel ate back"” to the publication date of the application. 60
I njunctions should not be available until after the patent had

been grant ed.

that the termof patents granted on continuing applications be
dated fromthe earliest claimed U.S. filing date for a conplete
pat ent application. Comm ssion Report, pages 12, 22, and 57-
59. This still |eaves open the possibility that an innovator
coul d be surprised by the issuance of a patent long after his
i nnovati on had been conmercialized and preserves opportunities
for abuse and sl oppy practice. The better solutionis to
elimnate all continuing applications, i.e., continuations,
continuations-in-part, and voluntary divisionals. See
footnotes 43 and 55. This would also pernmit the USPTO to stop
wor ryi ng about "double patenting.”

60. This feature of the author's proposal is simlar to the
Commi ssi on' s suggestion of Provisional R ghts (Conm ssion
Report, pages 12, 23, and 63) and results in an effective
patent term of ei ghteen and one half years fromthe publication
date of the application on which the patent was granted. Under
the author's proposal a patent will term nate twenty years
after the effective filing date of the application on which the
patent was granted, which is simlar to the Conm ssion's
recommendation of a twenty year termfromthe filing date of
the conplete application. The commission selected the filing
date of the conplete application because of the requirenments of
the Paris Convention, and to place donestic applicants on the
sanme footing as foreign applicants. Comm ssion Report, pages
12, 22, and 57-59. Under the author's proposal the effective
termof a patent (eighteen and one half years) is the sane as
under the Comm ssion proposal, donestic and foreign applicants
are treated the sane, and the publication (and ultinmately, the
expiration) of patents is expedited.
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D. IN RE H LMER

The In re H Il nmer doctrine should be abolished, but not in

the way suggested by the Comm ssion. Rather, published U S.
patent applications should be effective as references for al
purposes as of their publication dates, i.e., eighteen nonths
after their effective filing dates, not before, and an
affirmative noni nfringenent defense shoul d be provided,
available to all accused of infringenent, to the effect that
there is no infringenent if the accused article or process (or
the feature which causes it to be accused) is disclosed in or
obvious in view of prior art as to the asserted patent and any
U.S. patent or published U S. application having an effective
filing date prior to the effective filing date of the asserted

patent. 61

The author's proposal elinmnates all distinctions between
domestic and foreign origin patents and published patent

applications insofar as their effect as references agai nst

61. The Comm ssion (Conm ssion Report, page 12 and pages
65-66) recommended that, contingent on a satisfactory

har noni zation treaty, U S. patents and published U S.
applications be applicable as prior art references for novelty
as of their earliest effective filing date (foreign priority
date) and for both novelty and obvi ousness as of their U S.
filing date. This is unnecessarily conplicated and is an
invitation to conplex invalidity litigation. The solution
proposed by the author, i.e., a noninfringenment defense that
the accused infringenment is anticipated by or obvious in view
of prior art and published applications and patents having
effective filing dates prior to the effective filing date of
the asserted patent, is sinpler. Adoption of these proposals
shoul d not await a satisfactory harnoni zation treaty. They
shoul d be adopted i nmediately to abolish unnecessary
conplications fromU. S. patent |aw.
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ot her patents and patent applications is concerned; does not
i npute to patent applicants know edge they coul d not have had,
i .e. unpublished patent applications; but, through the
noni nfri ngenent defense, assures that innovators do not
infringe two (or nore) patents which are nere obvi ous
vari ations of one another. The noninfringenent defense here
descri bed, together with the personal "prior invention"
noni nfringenment defense referred to in the discussion regarding
FI RST TO FI LE, should be the only survivors of our first-to-
invent system Al of the rest, interferences, Secs. 102(e)
and 102(g), should be abolished.
E. STANDARDS FOR PATENTABI LI TY AND THE PRESUMPTI ON OF
VALI DI TY
The standard for determ ning whether an invention has net
t he nonobvi ousness requi rement of Sec. 103 should be restored
to the three-step statutory test mandated by the Suprene Court

i nGraham Adans, and subsequent Suprene Court cases62 and the

62. The proposals in this section, along with those in the
next section concerning damages and injunctions, woul d perhaps
be unnecessary if appellate jurisdiction in patent cases is
restored to the regional Courts of Appeals, which are |ess
likely to ignore Suprene Court jurisprudence. Such a
restoration of appellate jurisdiction to the regional Courts of
Appeal s woul d have the additional virtue that patent appeals
woul d be heard by courts that regularly hear other cases

i nvol ving significant issues of econom c policy and thus woul d
afford the opportunity for patent decisions to be made by
judges famliar with a broader econom c context. O greatest

i nportance, the Suprenme Court woul d again becone the fina
arbiter of legal policy issues affecting patents, but would
face those issues only after the argunents on all sides had
been devel oped and articulated in several (at |east tw) of the
regi onal Courts of Appeals uni npeded by stare decisis, and
woul d not have to deal with them as cases of first inpression
which is often the current situation with the Federal Circuit.
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nonstatutory factors shoul d be abolished entirely as indicators
of nonobvi ousness. 63 The three-step factual analysis
prescribed in G aham shoul d be the exclusive nethod for

eval uati ng whet her the nonobvi ousness requirenent has been net.
It should be made plain that the "scope and content” of the
prior art to be considered on the obvi ousness issue includes
all prior art relevant to the problemthat was sol ved, w thout
regard to whether the prior art itself suggests that it be

consi dered together. 64

The presunption of validity should be restated so that it
is clear the accused infringer has the initial evidentiary
burden of going forward with the evidence, and that his burden
of persuasion is to establish the facts underlying the
obvi ousness/ nonobvi ousness determ nation only by a
"preponderance of the evidence." There is no reason in logic
why the burden should be any higher, or extend to the | ega
guestion of obviousness. The pressure in the USPTO to "dea
See Davis, "Wiy a Single Court for Patents Isn't Enough,” New
York Times (Nov. 28, 1992).

63. Kitch, supra, at 281-287, argued that comrercial success
shoul d not be relevant to the obvi ousness issue. Wel an,

supra, at 377-380, argues that commercial success, |icensing,
copying by an infringer, and progress through the Patent and
Trademark OFfice are not independently relevant to the question
of obvi ousness. Merges, "Commercial Success," supra, at 874,
suggests that only failure of others is directly relevant, and
that reliance on comrercial success risks rewarding efforts the
patent systemis not designed to reward.

64. This, together with restoration of the analytic method

prescri bed by the Suprenme Court in G aham and Adans, shoul d
resol ve the "conbi nati on patent”™ conundrum
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with the backlog," which it can do only by issuing patents, 65
suggests that any higher burden nakes it "nore |likely than not"
that a ot of patents which never should have issued in the
first place will be ruled valid (or not invalid) under the

cl ear and convi nci ng standard. 66

F. REMEDI ES FOR PATENT | NFRI NGEMENT

The damages statute should be restated to nore clearly
provide that the patentee is entitled to recover as danmages
either the "pecuniary | oss" suffered as a consequence of the
infringenment, or a "reasonable royalty” which is a reasonable
paynent for the infringer's use of the invention, that the two
are mutually exclusive, and that the patentee is entitled to
the greater of the two, but not sone conbination of them 67
The injunction statute should be anended to state explicitly
that infringement of a patent shall not be presuned to be
"irreparable harm"™ One seeking a prelimnary injunction
shoul d have the burden of establishing by proof all of the

traditional elenents prerequisite thereto, including

65. See Kitch, supra, at 297. The problemis conpounded by
the ability to file continuing applications which enables a
determ ned applicant to make it i1npossible for the USPTO to
"di spose” of his application except by granting a patent.

66. The rationale for the "clear and convincing" standard is
the all eged expertise of the USPTO.  Anerican Hoist & Derrick,
supra, at 1359. The Suprene Court does not share this regard
for the USPTO See Graham supra, at 18, where the Suprene
Court said "W have observed a notorious difference between the
standards applied by the Patent Ofice and by the courts,” and
expressed the hope that "[T]he Comm ssioner [of Patents woul d]
strictly adhere to the 1952 Act as interpreted here."

67. See footnote 30, supra.
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irreparable harmand the |ikelihood of success on the nerits,
and the courts should return to the practice for patents not
previ ously adjudicated valid of staying injunctions during
appeal. Infringenent by virtue of the "doctrine of

equi val ents" shoul d be abol i shed. 68

V. COMVENTARY ON OTHER RECOMMVENDATI ONS OF THE COVM SSI ON69

A. PATENT ENFORCEMENT | SSUES

The Comm ssion's suggestions on this topic, with three
exceptions, appear to be standard recommendati ons frequently
made to expedite the disposition of any litigation. No one can
di sagree with suggestions that trial dates should be set early
inlitigation and adhered to, that | awers should be civil to
one anot her, that judges' tinme should be conserved by use of
magi strates and masters, that mediation or other forms of
vol untary settlement should be encouraged, that experts should
be controlled and their testinony limted to factual issues,

that nore judges should be appointed to handle the litigation

68. See footnotes 44, 45 and 46, supra.

69. These comments on the renai ning suggesti ons and
recomendati ons of the Commission are linmted to those on which
the author believes he is qualified to coment by virtue of his
experience. Some, e.g. those related to conputer software

i nventions (Comm ssion Report, pages 17, 33-34, and 145-168),
are beyond the author's personal experience. However, a casua
wal k through a "software supernarket” certainly | eaves the

i npression that there is no shortage of new i deas incorporated
in the software products that are avail abl e, which presumably
has taken place prior to the prospect of patent protection.
This does at | east suggest serious inquiry as to whether the
prospect of obtaining the nonopoly nade possible by the
exclusive right conferred by a patent is necessary to induce
new i deas in the conputer software industry. Perhaps nor nal

mar ket forces alone are sufficient. See footnote 5, supra.
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flood, etc. The three exceptions, specialized patent tri al
courts, intracircuit sharing of judges having patent trial
experience, and "small clains" procedures for certain patent

cases, are unique to patent litigation.70

What all of these suggestions fail to address, at | east
Wth respect to patent litigation, is the source of the
problem Even if followed, they are unlikely to produce a
salutary result if the problemitself is not addressed. The
problem as alluded to earlier, is the proliferation of issues
to be resolved in patent litigation and the absence of any
prescri bed analytic nethod for dealing with those issues other
than to consider the evidence collectively, weigh the totality
of the circunstances, or rely on the sound discretion of a

trial judge.

If patent litigation is to be brought under control, the
nunber of issues to be tried and the facts rel evant thereto
(and the discovery necessary to prepare for trial of them nust
be reduced and a sinple analytic nethod for dealing with the
reduced nunber of issues nust be prescribed. Hence the

aut hor's recommendati ons that consideration of the nonstatutory

70. Adoption of the suggestions that there should be a
speci ali zed patent trial court or a cadre of traveling

speci alist judges for patent trials would be to concede that
patent | aw cannot be made to performits function of informng
those affected by it of their rights and duties w thout the
need for litigation. How can nmere nortals be expected to
predi ct outcones in advance and arrange their affairs
accordingly if a priesthood of experts is required to resolve
di sput es?
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factors in connection with the obviousness inquiry be
abol i shed, that we return to the three-step anal ytic nethod
prescribed by the Suprenme Court in G aham Adans and subsequent
Suprene Court Cases, and that infringenment by the doctrine of
equi val ents be abolished. Potential litigants using the
Suprene Court analytic nethod should be able to nake better
predi cti ons about the outcone of potential litigation and thus
arrange their affairs so as to mnimze the possibility of
litigation. The litigation which does occur should be easier
to deal with because discovery or trial of the nonstatutory
factors woul d never be required. Patent l|itigation should not
(and need not) be nore conplicated than any other type of
l[itigation.71 A patent trial should require for the liability
portion only docunments and expert testinony on the two sides of
the novelty issue, the three statutory factual inquiries set
forth by the Suprenme Court for the obviousness issue, and the

i nfringement question. 72

71. This assertion is alnost certainly wi shful thinking and
undoubt edl y underestimates the ability of |awers to nake
conpl i cated things which should be sinple, and perhaps i s not
applicable to a lost profits danages cl ai mwhich requires the
creation of a world that never was through expert analysis and
testinmony. In any event the scope and cost of litigation is
nore often than not proportional to the stakes involved and the
size of the litigants' pocketbooks. Proper and coherent
damages rul es as recomended by the aut hor shoul d reduce the
stakes in many cases, and that may hel p. |npoverishnment of
l[itigants woul d be a nore certain cure.

72. Even the testinony of the inventor would not be required

as Sec. 103 makes irrelevant the manner in which the invention
was made.
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B. BEST MODE

The "best node" requirenent (Comm ssion Report, pages 100-
103) should not be elimnated. If it is a source of confusion,
it should be clarified. Surely it is not unreasonable to
expect a patent applicant who is seeking an exclusive right
fromthe public to disclose to the public the best node known
to himfor practicing the invention as to which he seeks the
exclusive right and to identify it as such. To do otherwise is
toinvite a lack of candor and encourage conceal nent.
Applicants who file a provisional application or a conplete
application in lieu of a provisional application should
di sclose in their applications the best node then known to
them Subsequently, when they convert to a conplete
application or anend the earlier filed conplete application,
t hey shoul d di scl ose the best nbde known to themat the tine of

t he conversi on or anendnent.

C. DI SCLOSURE OBLI GATI ONS

In the sane vein, the Conm ssion's suggestion that an
applicant's obligation of candor should be regarded as
satisfied if the USPTO finds and considers a materi al
reference, no matter how it conmes to its attention, should be
rejected (Comm ssion Report, pages 14, 28, and 111-115).
Applicants (and their attorneys) should be expected to disclose
to the USPTO all material references known to themat the tinme
they file an application, and all that cone to their attention

during the course of prosecution of the application. They
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shoul d suffer a penalty if they do not, even if the USPTO finds
the reference by other neans. Any |esser standard invites
"gane- pl ayi ng," and establishes standards of conduct that are

i nconsistent with an attorney's ethical obligations and what we
shoul d expect of one seeking an exclusive right fromthe

public.

D. USPTO FUNDI NG

Shoul d the author's recommendati ons be foll owed and the
USPTO adhere to the higher standards for patentability
prescribed in the Suprenme Court cases and be required to
provi de nonconvention applicants with a conplete prior art
search and first office action within nine nonths after filing,
there is a distinct possibility of higher funding requirenments
for the USPTO 73 Consistent with the principle enunciated
earlier that the costs of providing the subsidy represented by
t he exclusive right of a patent should be borne initially by
t hose receiving the subsidy, i.e., by patentees, any higher

fundi ng requirenents should be met by increased fees.

73. This may not turn out to be the case. The office action
and prior art search nust be provided anyway, and doing it for
nonconvention applications within nine nonths after filing
affects only when, not whether, it is done. The USPTO should
certainly be able to realign its priorities to acconmodate the
nine nonth requirenent for nonconvention applications which
conprise only about half of current filings. The restored

hi gher standards for patentability and elimnation of the
necessity to file "defensive" patent applications should result
inthe filing of fewer original patent applications, and
significant USPTO resources woul d be made avail abl e by the
abolition of interferences and the need to reexam ne subject
matter already considered in continuations, continuations-in-
part, and voluntary divisional applications.
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E. REEXAM NATI OV REI SSUE/ DEFERRED EXAM NATI ON

Reexam nation and Rei ssue are separate procedures for
dealing with two facets of the sanme problem the failure of
patent applicants and the USPTO in the original exam nation
process to "get it right the first tine." This perhaps
suggests that enphasis should be placed on the origina
exam nation process, rather than providing renedies for its
failures. Nonetheless, if these procedures are to be
continued, it would seemsensible to conbine theminto a single
procedure with a clearly defined purpose. Perhaps what shoul d
be done is to have a single procedure in which the patentee
could amend cl ai ns which he believes to be invalid or of
i mproper scope, and in which he could have his patent
reconsidered in light of uncited prior art of which he and his
attorney were unaware during the original exam nation. Any
br oadeni ng of clains should be strictly limted, 74 and
i nnovat ors who had comerci al i zed new products or new processes
before the reissue application or made substantial preparation
to do so in reliance on the narrower clains should be provided
with a personal noninfringenment defense to permt themto
continue. The procedure should not be avail able during the
pendency of litigation in which the validity or infringenment of
the patent is in issue. There should be no "enhancenent" of
the presunption of validity for patents which have gone through

t he procedure.

74. The Comm ssion suggested a one year tinme limt on
br oadeni ng rei ssues. Conm ssion Report, page 130.
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The Comm ssi on reconmmended that we not adopt a deferred
exam nation procedure. That recommendation is sound. Deferred
exam nation sinply introduces and prol ongs uncertainty about
whet her a patent will be granted and what its scope wll be.

As noted repeatedly herein, excess and unnecessary uncertainty
is a feature of the current U S. patent system which shoul d be
elimnated to the maxi num extent possible. W should not

intentionally add to uncertainty.

VI. SUMVARY OF PROPCSALS
The principal proposals set forth herein are as foll ows:

1. Patents are granted to the first inventor to file
an application. The applicant nay be the actual inventor
or his assignee. |Interferences are aboli shed.

2. Patent applications are published ei ghteen nonths
after their effective filing dates and patents term nate
ei ghteen and one half years after the publication dates of
t he applications on which they were granted.

Nonconvention applicants initially nay file either a
conpl ete application or a provisional application, and
receive a conplete prior art search and first office
action within nine nonths after filing. Applicants for
nonconvention applications are permtted to anmend their
applications up until twelve nonths after their effective
filing dates. Patent applications are published unl ess

t hey have been expressly abandoned. Abandoned

applications are al so published unless the applicant
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expressly requests otherwse. No applicant is permtted
to file a second application for the sane invention, and
conti nuation, continuation-in-part, and voluntary

di vi sional applications are abolished.

3. Prior art for determning patentability includes
public knowl edge or use in the United States, patenting in
the United States or el sewhere, and description in a
printed publication (including a published U S. patent
application) in the United States or el sewhere prior to
the effective filing date of the application. No patent
is effective as a reference (as a patent) until its
granting date and no published patent application (U S. or
el sewhere) is effective as a reference until its
publication date. The earliest date available to a patent
applicant for antedating a prior art reference is his
effective filing date.

4. The standards for patentability mandated in

Graham Adans, and subsequent Suprene Court cases are

restored, and the nonstatutory factors now required to be
considered in regard to the obvi ousness question are
abol i shed. The prior art regarded as available to and
consi dered by the "man of ordinary skill in the art”
includes all prior art relevant to the problem sol ved,
wi thout regard to whether it states that it should be
consi dered toget her.

5. The presunption of validity is restated to

require proof of the underlying factual issues only by a
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preponderance of the evidence, and the injunction statute
is restated to indicate that patent infringenment is not
presunmed to be irreparable harm Infringenent by the
doctrine of equivalents is abolished. Two additiona
affirmative noni nfringenent defenses are provided: that
the article or process accused of infringenment (or the
feature which causes it to be accused) was actually
reduced to practice in the United States by the accused
infringer (or by one fromwhom he was entitled to

assi gnnent of the invention at the tine it was nmade, or by
one who purchased the entire business to which the
invention relates froma seller who was entitled to the
defense) prior to the effective filing date of the
asserted patent; and that the article or process accused
of infringenment (or the feature which causes it to be
accused) was described in or obvious in view of the prior
art listed in paragraph 3 of this sunmary and any U. S.

pat ent or published U S. patent application having an
effective filing date earlier than the effective filing
date of the asserted patent.

6. The patent damages statute is amended to nake it
nore clear that the patentee is entitled to recover as
damages the greater of either his pecuniary |oss or a
reasonabl e royalty, one or the other, not sone conbination

of them
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VI1. SUMWARY OF THE ADVANTACGES OF THE PROPCSALS

The foregoi ng provides a conprehensive plan for
sinplification and reformof the U S. patent system which
shoul d prove advantageous to all affected by it -- patentees,
i nnovat ors who introduce new products and new processes, the
USPTO, and, perhaps nost inportant of all, consuners, whose
interest the systemis supposed to serve. The advantages to

each will be dealt with in turn

A. PATENTEES

Pat entees are provided a straightforward and sinple system
for securing their patent rights. They file their
applications, receive (in the case of nonconvention applicants)
a pronpt and conplete prior art search and office action, and
are afforded the opportunity to amend their applications before
they are published, or, if they choose, to abandon their
appl i cations and have themrenain secret forever. The
exam nation of their applications is straightforward; there is
no conceal ed prior art (e.g., prior US. inventions or
unpubl i shed but prior filed U S. patent applications) to be
considered. Rule 131 affidavits and interferences and the need
to prove dates of invention are a thing of the past, as are
"doubl e patenting"” rejections. The granting of patents is not
del ayed because of interferences or because the USPTO is
diverted fromits exam nation task by the need to reexanm ne in
continuing applications subject matter that it has already

examned in prior applications. The effective termof patents
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is lengthened: it is eighteen and one-half years, rather than
the present seventeen. The evaluation of validity and
infringenment issues is sinplified. There are clear and sinple
anal ytic nmethods for doing so and the only "non-transparency"”
for the patentee is the "prior invention" defense by the
alleged infringer. Al other defenses are based on information
that is readily accessible to the patentee. He should face
fewer disputes, and those which do occur should be nore easily
(and | ess expensively) resolved. He is distressed to |earn
that the restored higher standards for patentability nean fewer
of his existing patents are respected by others (and to be

advi sed that some of them are probably invalid and shoul dn't be
enforced), but relieved when he changes to his role of

i nnovator to be told that there are fewer patents owned by
others that are of concern with respect to his new products and
new processes. There is unmtigated joy when he realizes he
can reduce the size of his patent and |icensing departnents and
his R&D staff can return to its primary job of creating new
products and new processes, rather than spending | arge anmounts
of time with patent attorneys, because the restored higher
standards for patentability mean he needs (and can get) fewer
patents and that there are fewer patents of others that affect

hi s new product and new process pl ans.

B. | NNOVATORS
The "bl ack-out" period for pending patent applications is

no longer indetermnate; it is the eighteen nonths between the
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filing and publication of a patent application. By evaluating
t he patents whi ch have been granted and the patent applications
whi ch have been published as of the date his innovation is
comercialized and for a period of eighteen nonths thereafter
he can be certain that he is aware of all of the patent

probl ens he will ever encounter for that innovation and can
reach an infornmed judgnent as to what he should do. Abolition
of the doctrine of equivalents nakes nore certain his
concl usi ons regardi ng noni nfringenent. The eval uation of
validity questions can proceed with nore certainty because of
the sinple analytic nethod applicable thereto. There are no
"non-transparencies" for the innovator; he can evaluate all of
hi s defenses, including his affirmative noninfringenent
defenses (prior actual reduction to practice by hinmself or his
assignor, and anticipation or obviousness in view of prior art
and applications or patents having effective filing dates prior
to the effective date of the patent of concern) on infornmation
that is readily accessible to him The prior actual reduction
to practice noninfringenent defense assures that he will be
able to continue to use his own earlier work and can

di scontinue filing "defensive" patent applications for that

pur pose, and the antici pation/obvi ousness noni nfri ngenent

def ense assures that he will never be required to pay nore than
once for the use of a single innovation. Because of the
restored higher standards for patentability he faces fewer

di sputes with other patent owners, and those which do occur are

nore easily (and | ess expensively) resolved. He is relieved
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when he learns that there are fewer patents owned by others
that affect his innovations, but distressed (when he changes to
his role of patentee) to be told that fewer of his existing
patents are respected by his conpetitors and that he shoul dn't
attenpt to do anything about it. There is unmtigated joy when
he realizes he can reduce the size of his patent and |icensing
departnents and his R& staff can return to its primary job of
creating new products and new processes, rather than spending

| arge anounts of tine with patent attorneys, because there are
fewer patents of others that affect his innovation plans and
because the restored higher standards for patentability nean he

needs (and can get) fewer patents.

C. THE U S. PATENT & TRADEMARK OFFI CE

The resources of the USPTO are conserved because it no
| onger need devote time and energy to the resolution of
interferences or the reexam nation in continuing applications
of subject matter that already has been presented to it before

in prior applications.75 Fewer patent applications are filed

75. The question does arise of what transition provisions
shoul d be applied to presently pending U S. patent
applications, both original and continuing applications. The
answer should be sinple. Apply the newlaw to them as soon as
it becones effective. Those which have received an office
action and prior art search as of the effective date of the
statutory amendnments shoul d be afforded the opportunity to
amend or abandon within three nonths after the effective date
of the amendnments and those which are not abandoned shoul d be
publ i shed nine nonths after the effective date. Those which
have not received an office action and prior art search should
receive themwi thin nine nonths after the effective date of the
statutory amendnents and thereafter should proceed on the sane
schedule as a newy filed nonconvention application, i.e.,
amend or abandon within three nonths after the office action

43



because the necessity to file "defensive" patent applications
no | onger exists and because the restored hi gher standards for
patentability nmean that fewer patents are avail able (and
because patentees and innovators have reduced the size of their
patent staffs and thus their capacity to file | arge nunbers of
patent applications). Patent prosecution is sinplified and
expedi ted because all prior art to be considered is accessible
to the USPTO For the USPTO there are no "non-transparencies."”
Rul e 131 affidavits to prove priority and "doubl e patenting"
rejections are a thing of the past. Factors and consi derations
once regarded as relevant no | onger need be consi dered.
Patentability evaluations are sinplified and expedited because

of the explicit and sinple analytic nethod to be appli ed.

D. CONSUMERS
Consuners benefit nost of all. Resources provided by the
consuner for the exam nation of patent applications and for the

resol ution of patent disputes (courts, judges, etc.) are

and publish six nonths thereafter if not abandoned. The term
of these transition patents should be seventeen years fromthe
granting date of the patent or eighteen and one-half years from
the publication date, at the election of the patent applicant
made at the tine of his first response to the USPTO after the
effective date of the statutory amendnents. Validity for al

pat ents shoul d be eval uated under the restored higher standards
for patentability, the new noninfringenment defenses shoul d
beconme effective as to all patents as of the effective date of
t he amendnents, and no continuation, continuation-in-part, or
vol untary divisional applications should be permtted after the
effective date of the anendnents. Pending interferences should
be concl uded expeditiously and no new i nterferences should be
decl ared after the effective date of the amendnents. O
perhaps all interferences should be discontinued and the
appl i cations handl ed as outlined above. A prior inventor who
was the second to file would have a personal noninfringenent
defense that would permt himto practice his invention.
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conserved. The restored higher standards for patentability
mean that the excessive innovation costs nmade necessary by
today's | owered standards for patentability are reduced. The
elimnation of risks and uncertainties for innovators reduces
the capital costs for innovation investnents. As a consequence
of the reduction of these excess costs, which are borne by the
i nnovation process and di m ni sh the anobunt of innovation, there
are nore innovations. The consuner has available to himnore
new products (and products nade by new processes), and their

prices are lower. That is a good thing.
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