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Executive Summary

The growth of the computer industry has been phenomena during the past severd decades. As
the industry has matured, increasingly it has turned to the U.S. patent system to protect its innovations.
Widespread concerns about patenting computer-rel ated inventions, particularly software inventions,
were addressed by the Advisory Commission on Patent Law Reform in its 1992 Report. Since then,
the application of U.S. patent law to software-related inventions has become well settled, and such
patents have been applied for in rapidly increasing numbers each year. Recently, patents on business
methods, including computer- and Internet-implemented business methods, have been criticized using
many of the same arguments presented in the past with respect to software-related patents.

In response to those concerns and criticisms, the American Intellectual Property Law Association
(AIPLA) recommends that business methods with useful, concrete or tangible results, including
Internet- and software-implemented business methods, should receive the same trestment under the
patent laws as other technologies. Where implemented in software, business method patent
gpplications should be examined as software-rel ated applications are examined today for compliance
with the requirements of 35 U.S.C. 88 101, 102, 103, etc.

The AIPLA seesno basis or need for discriminating againgt inventions related to business
methods. No mgor changesin the U.S. patent laws or in USPTO procedures are needed in light of
the increasing numbers of patent gpplications filed on business method inventions, athough to address
concerns of undue scope in issued patents, the AIPLA recommends the following changesin the U.S.
patent law and in USPTO procedures:

- improvement of USPTO non-patent prior art collections, including improved classfication of,
and accessto, prior art references submitted by applicants,

- enhancement of USPTO examiner skillsand training;

- restoration to the USPTO of full use of fees collected from patent gpplicants and patentees,

- early inter partes reexamination of issued patents, without estoppd until appeded to the
Federd Circuit;

- monitoring the effect of the recently enacted requirement for publication of certain
applications after eighteen months, and

- dlaification that the first inventor defense gppliesto al methods.
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The American Intellectual Property Law Associgtion is anationa association of more than
10,000 members whose interests lie in the area of patent, copyright, trademark, trade secret, and other
areas of intellectual property law. The AIPLA's membersinclude attorneysin private practice and
attorneys employed by corporations, universities, and government, and represent both owners and
users of intellectud property. Unlike many other areas of practice in which separate and distinct
plaintiff's and defendant's bars exist, most intellectuad property attorneys represent both intellectual
property owners and aleged infringers.
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Introduction.

In response to the phenomend growth of the computer and other high technology industries, and
to widespread concerns expressed regarding the U.S. patent system, the Secretary of Commerce
commissioned areport on possible improvements to the patent system in awide range of aress, and in
1992 the Advisory Commission on Patent Law Reform presented its report®. Section X| of that report,
entitled "Protection of Computer-Related Inventions' and included as an appendix to this paper,
summarized extengive public comment solicited for the report and offered ten recommendations
regarding U.S. patent policy, laws and procedure. Those recommendations have been implemented to
varying degrees in the years since that report.

Business methods are most frequently patented as implemented on a computer. Thus, many of
the concerns being raised regarding the patenting of business methods are subgtantidly the same
concerns previoudy addressed by the Advisory Commission with reference to software-related
inventions?

The Federad Circuit decisonsin State Street Bank® and AT& T v. Excel * heightened public
awareness of the kinds of patents that were being granted. And since then, widely watched cases
involving business method patents® have drawn further attention and criticism toward business method
patents, as well astoward software-related patents.

II.  Opposing Views Relating to the Patenting of Business M ethods.

Since the early 1980s some have criticized the use of patents and other forms of intellectud
property to limit use of software by others. In 1983 Richard Stallman founded the GNU Project and

! The Advisory Commission on Patent Law Reform, A Report to the Secretary of
Commerce (August 1992), hereafter “Advisory Commisson’s Report”.

2 See dso Advisory Commission’s Report, Section XI.

3 Sate Street Bank & Trust Co. v. Sgnature Financial Group, 149 F.3d 1368
(Fed. Cir. 1998)

4 AT&T v. Excel Communications, 172 F.3d 1352 (Fed. Cir. 1999) .

> See, e.g., Priceline.comv. Expedia, Civil Action 99-CV-1991, D. Conn.
(Oct. 13, 1999); Amazon.com v. barnesandnoble.com Civil Action 99-CV-1695, W.D. Wash.
(Oct. 21, 1999).
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published the GNU Manifesto® which argued that programmers should not restrict others freedom to
use their software, and should not be required to pay for permission to use others software. The
League for Programming Freedom published its paper Against Software Patents’in 1991, warning
that, "software patents threaten to devastate Americas computer industry” and that, "software patents
must be diminated.”  In 1992 the Advisory Commission received over 400 individual comments from
the public for or againg the patent protection of computer-related inventions, and its Report
summarized them. Thisyear, in response to popular cals for Amazon.com to stop assarting the "one-
click" patent involved in its suit againgt barnesandnoble.com?, Jeff Bezos, CEO of Amazon.com, has
proposed that business method and software patents be treated differently than patents on other
technologies.’

The remainder of this section summarizes the principa arguments made againgt and in favor of
business method patents. Many such patents are dso software-related, and the arguments against
business method patents are often the same as those made againgt software-related patents.

A. Principal Arguments Made Against Business Method Patents.

Critics of software-related patents, and of software- and Internet-related business methods, argue
that the protection afforded by such patents is too long given the current pace of technical and business
development, and that they should therefore be limited to a shorter term than patents on other
technologies. Implicit in this argument is the assumption that the value of the patenteg's period of
exclusvity (twenty years from filing) is disoroportionately greeter than the value to the public of the
patentee's contribution to the technology. Discussion of the vaue to the public of the patenteg's
contribution by these critics often includes criticism of the USPTO for issuing patents on "obvious'
improvements as discussed below, and assertions that such patents cover al business in cyberspace
because "every method of doing businessin cyberspace by definition isingtantiated in technology --
code™®. Severd critics, notably in academia, assart that copyright or some form of sui generis
protection is sufficient protection for software, gpparently because the former does not constrain use of

6 R. Sdlman, GNU Manifesto (1983), http:/AMww.f<f.org/gnu/manifesto.ntml.

! League for Programming Freedom, Against Softwar e Patents (1991),
http://Ipf .a.mit.edw/Patents/agai nt-software-patents.htm

8 T. OREeilly, An Open Letter to Jeff Bezos, (Feb. 28, 2000),
http:/Awww.oreilly.com/cgi-bin/amazon_patent.comments.pl

o J. Bezos, An Open Letter from Jeff Bezos on the Subject of Patents (March 9,
2000), http:/Mmww.amazon.com/exec/obidos/subst/misc/patents.html.

10 L. Lessg, Patent Problems, The Standard (Jan. 21, 2000),
http://mwww.thestandard.com/article/display/0,1151,8999,00.html.
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the noncopyrightable "ided" underlying the protected "expressions,” and the latter would provide
narrower protection through a shorter term and/or less extensively protected rights.

Another argument raised is that the patent incentive is not necessary to Sour innovation in
software and "web'" technology and in methods of doing business. Hereit is often posited that such
innovation would occur even without the patent incentive and that such innovation would then be
publicly disclosed rather than maintained as atrade secret, usudly citing the "open source’ and "free
software" movements as proving the truth of the statement. Others making this argument assert that at
least a Sgnificant fraction of programmers are motivated by different congderations than innovators and
developersin other technologies, i.e, that "programmers are different than engineers.”

A closdy related argument is that business methods and software-related patents will sifle
innovation in software and "web'" technology having "an open, shared platform” where ideas are given
away as the foundation for future innovations. The existence of the amazon.com and priceline.com
patent |awsuits are offered as evidence of this, on the basis that the existence of patent litigation and
fears of becoming targets of such lawsuitswill deter entry into or innovation in Internet-rel ated
businesses, "e-commerce," and software development generaly.

Many of the critics assart that most business method and software-related patents are either
anticipated or obviousin light of the prior art. A closdly rdated argument is that the USPTO examiners
do apoor job of examining such applications, for avariety of reasonsincluding: lack of accessto the
relevant prior art; falure to locate the relevant prior art; failure to understand the claimed invention;
failure to apply the most relevant prior art; failure to maintain rejections based on prior art; and need to
issue large numbers of patents to provide funding for the USPTO.

Finally, some argue that software should not be restricted from use and enhancement by others,
i.e, that software should be "free” asthat term is defined by the "free software’ movement. The
founder and well known proponent of the free software movement, Richard Stallman, is quoted as
basing this argument on morality and asserting "that the freedom to share software and other published
information is aso anaturd right."*

1 Robin Miller ("roblimo"), Thus Spake Stallman, Slashdot (May 1, 2000),
http://d ashdot.org/article.pl 25 d=00/05/01/1052216.
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B. Principal Argumentsin Favor of Business Method Patents.

A key argument in favor of patents on software-related inventionsis that programming isa
technology no different that any others for purposes of patent protection. This argument therefore
concludes that the term for such patents should be the same, that the rights protected should be the
same, and that the application and examination processes should be the same. Some proponents of this
argument concede that the USPTO's handling of such applications and patents can and should be
improved.

Internationd treety obligations are raised as preventing the U.S. patent system from discriminating
againg software-rdlated and business method inventions. The General Agreement on Tariffs and Trade
(GATT) - Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS) isthe example
most often cited of such obligations. Another argument based on internationa considerations is that
such discrimination would place U.S. inventors and devel opers at a competitive disadvantage versus
their non-U.S. competitors.

A number of patent proponents assert that no sensible distinction can be made between software
and hardware inventions given the ability to convert software implementations into silicon, and vice
versa, and that because of this one cannot define a " software patent” precisaly enough to avoid
discriminating againg inventions implemented in hardware. Similarly, such proponents argue that no
sengble distinction can be made between business method and non-business method patents, since
most patents ultimately have a commercia or “business’ purpose.

Further, there is the assertion that the incentive offered by the patent system (invent and disclose
publicly, in exchange for alimited period of exclusvity over the invention) doesin fact encourage
innovation in software technology and business methods. Underlying this assertion is the assumption
that at least a Sgnificant fraction of programmers are motivated by the same considerations as
innovators and developers in other technologies, i.e., that " programmers are not different than
enginears.”

Findly, independent inventors, startups, and small businesses are said to benefit from the
availability of patents on their business method and software-rdaed inventions. These benefitsinclude
the use of such patents to defend against gppropriation of the claimed invention by larger competitors,
and to obtain financing from investors such as venture capita providers.
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[1l. Recommendations.

Many of the following recommendations were made in whole or in part in the Advisory
Commission Report. The AIPLA endorses the recommendati ons and accompanying discussions found
in Section XI of the Advisory Commission’s Report. To address new issues that have been raised by
business method and software-related patents and by new patent laws enacted in November 1999, the
AIPLA makes the following additiona or supplemental recommendetions.

A. Business method inventions should be protected under the same framework of
laws under which other inventions ar e protected.

Business method inventions that meet the requirements for patentability found in Title 35, U.S.C,,
should be protected under the same laws and to the same extent as patentable inventions in other areas
of technology, athough the AIPLA does recommend changes to some of the laws recently enacted in
November 1999 (see l11.G at page 12 and I11.H at page 15 below relating to reexamination and
publication). “The patent laws have successfully adapted to new technologies for over two hundred
years, and in each ingance have fulfilled their role in promating the technologica innovation and
commercid gpplication of such technologies. Furthermore, any statutory change in ether the levels or
nature of available protection will cause more difficulties than benefits, and will risk the effectiveness of
protection of U.S. technologica innovations abroad.” 2

A key aspect of the above recommendations is the acknowledgement that abstract idess are not
patentable; rather, the invention needs to have a practica gpplication as measured by the production of
a"useful, concrete or tangible result.™?

A shortened term for certain types of patents should not be adopted. Such discrimination would
run afoul of the United States treaty obligations under GATT-TRIPS, and would severely disadvantage
U.S. inventors versus their non-U.S. comptitors, as explained below in section 111.C at page 9.

Other forms of protection, such as copyright or trademark protection, would not provide business
method innovations with the type of protection to which they are entitled under the patent laws and
which may be necessary to promote further innovation in these arees.**

Furthermore, sui generis protection is not recommended, since the current patent laws provide

12 Advisory Commission's Report at 149.
13 See Sate Sreet Bank at 1373.
14 See Advisory Commission’s Report at XI-C 1-2.
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“awell-baanced set of rights’ for business methods innovations.™> Sui generis protection was
attempted in the Semiconductor Chip Protection Act which, in retrogpect, has not accomplished the
goals established for that legidation for reasons that would impact sui generis protection for business
method innovations aswell. And sui generis protection for software is usualy proposed as a shorter-
term substitute for patent protection, and would therefore disadvantage U.S. inventors versus their non-
U.S. compstitors and run afoul of our GATT-TRIPS obligations.

B. No special test or interpretation of the patent laws should be applied to
business method inventions.

Thereisno basis for excluding new and nonobvious business method innovations from protection
under exigting patent laws. Congress intended statutory subject matter to include “ anything under the
sun that is made by man.”** Thus, the protection acknowledged in Sate Sreet Bank and AT& T v.
Excel for busness method innovations should continue to be available for such innovations. “Any
continued fine tuning of the interpretation of statutory subject matter can be and has been undertaken by
the courts.™’

The AIPLA bdieves many of the concerns expressed by the public can be addressed through
appropriate application of the patent laws. For example, computerization of a particular, known
method of doing business may, or may not, be patentable when examined under the tests of 35 U.S.C.
88 102 and 103 currently applied to other software-related patent gpplications. Of utmost importance
isfinding and applying the relevant prior art during examination of business method patent applications,
atopic addressed below in section 111.D at page 10.

C. U.S. inventor s of business method innovations should not be substantively or
procedurally disadvantaged compar ed to their foreign competitor s by changes
in the U.S. patent laws.

The strength of the U.S. economy depends upon strong patent protection for U.S. inventors
innovations. 1n 1999, while the U.S. has atrade deficit of arecord $339 hillion “U.S. exportsin the
form of roydties and licensing revenue exceeded $37 hillion — topping aircraft exports a $25 billion.

12 See Advisory Commission’s Report at XI-C 3.

16 Diamond v. Chakrabarty, 447 U.S. 303 (1980), quoted with approval in Advisory
Commission’s Report at XI-C 5.

1 Advisory Commission’s Report, XI-C 5.
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Moreover, the trade surplus — the exports minus imports of thisintangible intellectua property —is
running at about $25 billion annudly, and growing.” Any lessening of protection for U.S. innovations
could well impact this favorable baance of trade in intelectua property. Thus, the continued
patentability for business method inventionsisimportant for the U.S. in competing in the worldwide
market. For application of subgtantialy the same principles to computer-related technology generaly,
see the Advisory Commission’s Report at XI1.C.8-11. Industrialized countries around the world have
expanded the patent protection afforded software-rdated inventions to levels generdly equivaent to
what is currently avalable in the United States. If the U.S. now withdraws patent protection from
software-rdated inventions, U.S. inventors will be |eft & a sgnificant disadvantage versus their non-
U.S. compstitors.

Furthermore, the GATT-TRIPS Agreement requires that member countries make patents
available for any inventions, whether products or processes, in dl fields of technology without
discrimination, subject to the normd tests of novelty, inventiveness and industrid gpplicability (Article
27.1), and that such patent protection be available for twenty years from the filing date (Article 33).*®
Prohibiting the issuance or enforcement of patents on business methods or software-related inventions
would clearly run afoul of those obligations, as would limiting the terms of such patents to less than
twenty years from filing.

D. The PTO should collect non-patent business methods prior art, including that
describing business methods not implemented on a computer.

Many of the concerns regarding patent protection for business methods relate to the effectiveness
of the examination process. Challenges in examining business methods often stem from the examiner's
lack of accessto pertinent prior art. At the present time, the patent literature relative to business
method patentsis very sparse. Thus, AIPLA commends the USPTO's ongoing efforts to collaborate
with the private sector to identify and develop additional sources of prior at materid that is relevant to
proper examination of these patents. The AIPLA encourages the USPTO repeatedly to remind patent
goplicants of their duty to disclose to the USPTO dl materid prior art, including al forms of such prior
art whether implemented manually, via computer or otherwise, and to disclose such art elther in whole
or in materid part. The AIPLA aso encourages the USPTO to intensify its categorization and
catdoging of prior art documents submitted in patent applications filed on busness method inventions.
Other positive steps by the USPTO have afforded examiners access to the mgor commercid
compuiterized literature search services, which are valuable for accessing non-patent computer-related
business method prior art, and steps in forging relationships with additiona organizations that can

18 World Trade Organization, Overview: The TRIPS Agreement (2000),
http:/Amww.wito.org/englishvtratop _eftrips efintel2_ehtm.
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provide prior art for business methods and technical training for the examiners. The USPTO has dso
adopted specific initiatives to improve its examination of business method patent applications ™.

The non-patent business method prior art covers a broader swath of the prior art than that of
most non-patent computer-related inventions. The prior art encompasses, for example: (1)
programmed e-commerce webdte gpplications, (2) literature and websites suggesting specific saes
techniques for the web; and (3) the entire field of business practices (non-software implemented)
themsdves. In the second area, thereis an dready large source of printed sales and marketing
manuals, courses and websites that describe various business methods that can be used and promoted
on the Internet, e.g. targeted advertising, ticket and book selling and auctions. These sources are non-
technicdl in that they do not describe or flow chart the programming needed but only describe the
business method itself. Thethird areacoversdl of the relevant non-software implemented business
practices taught for along time by business schools, and contained in business literature and databases
such as Nexus and in other literature concerning saes, auctions, marketing, finance, economics and
management. Particularly relevant are those business areas a o targeted by Internet marketing manuals
and websites. While non-software implemented businessis alarge field, it may well contain relevant
non-software prior art relevant to the specific business method at issue.

The USPTO has made great drides in its classification effortsin this generd area. Further efforts
are needed, for example, to classify non-technical marketing and sales techniques for specific usein e
commerce. These techniques can target the area of non-software genera business practices that can
mogt profitably be given firg priority for classfication. Business methods themselves may best be
classfied by those in the private sector who dready have experience with business literature such as
business schoal librarians and retired academics. These people have knowledge and experience
dedling with the concepts of business methods and models.

The AIPLA recommends that the USPTO continue their positive momentum in exploring and
adopting improved data search and retrieva techniques to make the USPTO's classification efforts
even more useful.

E. The USPTO should continueto hire more examiner swith business
backgrounds, such asMBAs, and should continue to aggressively improve the
skillsand training of new Examiners.

Anincreasein the prior art base could pose a challenge for examiners who have software

19 USPTO, Business Methods Patent Initiative: An Action Plan (March 29, 2000),
http:/Aww.uspto.gov/iwel/of fices'com/sol/actionplan.html .
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backgrounds but no business backgrounds. The non-patent software art, badly indexed and not easily
accessible, presents access and retrieval challenges to examiners - challenges which are exacerbated
when dealing with non-technical, non-patent business related art which nonetheless may be the most
fruitful source of revant prior art. Accordingly, business experts should be included as examiners.

Examiners must be effectively trained to respond to the increasing number of new patent
aoplications, and this training must be accomplished even while hiring additiona examiners to respond
to the flood of new patent gpplications and the loss of trained Examiners. The USPTO should consider
al media and modes of ddivering state of the art training to its Examiners, including goal-based learning
tools for ddlivering standardized training and certifying competency and artificid Inteligence (Al)
knowledge tools integrated into the training materia to provide coaching and appropriate remedia
EXErcises.

High quaity examination of patent gpplicationsis critica. Improved collections of and accessto
the prior art, and continuous improvement in examiner skills and training and in the examination process
itself, are needed to deliver the high quaity of examination that business method patent gpplications
require.

F. Congress should restore to the USPTO full use of fees collected from patent
applicants and patentees.

The recommendations above for improving the USPTO's handling of patent gpplications relating
to business methods cannot be implemented without cost. The AIPLA therefore recommends that
Congress cease its practice of diverting to other uses fees paid by patent applicants and patenteesto
the USPTO, and restore to the USPTO the ability to expend dl of those feesin support of its
operations.

G. The current laws should be amended to provide for early reexamination with a
third party right to appeal to the Federal Circuit, and with no estoppd attaching
to USPTO decisons not reviewed by the Federal Cir cuit.

For U.S. patent applications filed on or after November 29, 1999, Congress has provided for
optiond inter partes reexamination, in addition to exiting ex parte reexamination, of any resultant
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patent.?® This new provision, which is part of The American Inventors Protection Act of 1999, is
intended to improve the quality of U.S. patents by alowing more participation in reexamination
proceedings by third-party requesters. The new laws and rules reflect alegidative compromise
between the interests of third-party requesters to participate more actively in reexamination
proceedings, and the interests of patentees in limiting the ability or third parties to use the reexamination
process to harass patentees. Under the new law, third parties with access to written prior art not
consdered by the USPTO in issuing a patent are able to present it, dong with responsive explanation
and argument, to the USPTO for consideration. 1n the context of business method patents, the new
regime is one possible avenue for those concerned with issuance of such patents to improve the quaity
and rediability of the patents. More could be done, however, to mativate public participation, not only
in screening business method patents, but aso screening patentsin dl technica aress.

Although the new optiond inter partes reexamination procedureis astep in the right direction,
there are ill limitations that may discourage industry participants from taking advantage of the
procedure. The most sgnificant of these limitations are the inability of the third-party requester to
appeal adecison of the Board of Patent Appeals and Interferences, and the estoppel effect of
decisions rendered by the PTO during inter partes reexamination.?* The latter of these limitations
strongly discourages third-party from requesting inter partes reexamination.

The inability of the third-party requester to apped a decision of the Board of Patent Appedls and
Interferences to the Court of Appedsfor the Federa Circuit chills public participation in inter partes
reexamination, particularly when the patentee has such aright. Many beieve the USPTO favors
patentees in reexamination. This belief regarding reexamination, coupled with the inherent right of
gpped in the court system, makes litigation a preferable avenue for many third parties. The increased
codsin terms of time, money, and resources associated with litigation in most cases, however, leave
otherswith no red dterndive.

The estoppd effect of the current system may enhance any reluctance to use the inter partes
reexamination proceedings. Not only are the decisions of the board not apped able, but many issues
determined by the USPTO are dispositive in any subsequent court proceedings. Moreover, the
estoppel effect extends to issues that could have been raised, as well as those that were actudly raised
bringing the risk of reexamination to an unacceptably high leve for many of those who might otherwise
congder it as an economicaly viable dterndtive to litigation.

To address these concerns, the AIPLA proposes ingtituting an early inter partes reexamination
proceeding. The proposed proceeding would be in addition to those presently available under 35

20 35U.SC. §8311-318.
2 See35U.S.C. 88315 & 317.
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U.S.C. 88 301-307 (ex partereexamination) and 88 311-318 (optiond inter partes reexamination).
It would require athird party requester to file arequest for reexamination within a short time period
after a patent issues, for example, oneyear. During an early inter partes reexamination, the third party
requester would be permitted to participate in the same way as athird party requester is now permitted
to participate under the recently enacted optiond inter partes reexamingtion. #* In addition, the third
party requester who filesan early inter partes reexamination would be permitted to gpped adecison
of the Board of Patent Appeals and Interferences to the Federd Circuit. And, unless the third party
requester appeals to the Federal Circuit, there would be no estoppel effect. This recommendation is
consistent with the Resolution adopted by the AIPLA Board of Directors on May 1, 1991.%2

The proposed early inter partes reexamination provides afair balance between those who are
concerned that reexamination will be used by third parties to harass patent owners and those who are
concerned the USPTO isissuing overly broad, and therefore invalid, patents because it has not
identified or correctly analyzed the prior art. By requiring such reexaminationsto befiled early, third
parties would have to step forward with potentially invaidating prior art before the patentee has
invested large sums of money in commercidization and while the patentee can il file areissue
application without concern about broadening clams.* Thus, the patentee would be able to seek new
cdamsthat avoid the prior art; and the quaity and reliability of patents would be improved, helping
address the concerns of those opposed to the patenting of business methods.

The AIPLA recommends that such an early inter partes reexamination proceeding be made
avalable for patentsin all technologica arees.® The AIPLA further recommends that, during
reexamination, the USPTO be permitted to consider dl prior art relevant to the patentability of the
claimed subject matter, unless such prior art was either relied upon to rgject at least one claim or its
relevance to patentability of at least one claim was discussed during aprior USPTO proceeding. This
recommendation is consstent with the USPTO's Guidelines for Reexamination of Casesin view of
In re Portola Packaging®, and is bdieved to be fully compliant with the specific holding in Portola
Packaging?’.

Again, such an approach provides afair compromise between those concerned about

22 See35U.S.C. 88 314 & 315.

23 AIPLA, Past Action Manual 1982-1999 61 (1999).

24 See35U.S.C. § 251

25 See AIPLA Past Action Manual at 61, supra.

26 USPTO, Guidelines for Reexamination of Casesin view of Inre Portola
Packaging, Official Gazette (June 29, 1999),
http://www.uspto.gov/web/offi ces/com/sol/og/1999/week 25/0g199925.htm.

27 In re Portola Packaging, Inc., 110 F.3d 786, 42 USPQ2d 1295 (Fed. Cir. 1997).
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harassment of patentees and those concerned that the USPTO has overlooked or incorrectly analyzed
relevant prior art. Where aprior art reference has not been applied or its relevance to patentability
discussed, "the examiner is only responsible for cursorily reviewing the reference."? Thus, the possibility
for overlooking the significance of such aprior art referenceisared one, particularly in acasein which
hundreds of references have been cited to the USPTO.

H. Thenew lawsregarding publication of U.S. applications after eighteen months
should be allowed to have their effect.

Eighteen months after ther filing dates, the USPTO will publish many patent applicationsfiled on
or after November 29, 2000, with provisiond rights accruing to the applicant.?® This provison is part
of The American Inventors Protection Act of 1999 (AIPA) and is a step toward harmonization of U.S.
laws with those of most other countries requiring publication. The AIPLA haslong supported pre-grant
publication of patent applications.*

In generd, publication of applications contributes to rapid dissemination of technological
advances to the public and provides early notice of potentidly exclusive rights to such advances.
Publication of U.S. business method patent applications will address some of the concerns about the
patent system not being suited for the pace of technical and business development in thisfidd. With
earlier knowledge of such applications, industry participants may have the opportunity to design around
where feasible or otherwise have a fully-informed business plan, and may begin to collect prior art
relevant to the published invention. It isintended that these opportunities will arise before a company
begins using, or making significant investment in preparing to use, inventions embodied in pending
goplications.  Current pendenciesin the USPTO cause patents to regularly issue on gpplicationsfiled
five and more years earlier, giving rise to public misconceptions and concern over the USPTO issuing
patents on what are today"well known™ inventions. Early publication will aso help reduce public outcry
over newly issued patents on broadly clamed inventions, by shortening the time between the filing of the
gpplication and public's first knowledge of it.

The AIPLA recommends that the new laws providing for early publication of U.S. gpplications
be given time to have their effect, and that no change be made in them at thistime. The early
publication provisons of the AIPA address the very concern expressed by critics of business method

28 USPTO Guidelines for Reexamination, supra.

29 35U.S.C. 88122, 154

30 See AIPLA, Satutory Changes to Improve the Efficiency of the United States
Patent System: Flexible Examination, Eighteen Month Publication (1990), in AIPLA Past
Actions Manual a Appendix IV.
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patents, and represent a balanced resolution of competing interests.

l. Thefirgt inventor defense should beinterpreted broadly to encompass claims
to methods of doing businessregar dless of the area of technology and
regar dless of the form of the claim.

The American Inventors Protection Act of 1999 provides a defense to patent infringement for
methods of doing or conducting business. The defense applies to those who commercidized methods
for doing or conducting business before the effective filing date of a patent gpplication (providing they
reduced the subject matter to practice a least ayear before that date). The legidative history directed
to this Act reved s that the use of the word "method" in the Satute is not a reference to method claims,
and that the scope of protection extends to any subject matter that is in fact a business method, whether
or not claimed as such.

Specificdly, the legidative hisory commentary includes this observation:

"Theissue of whether an invention isamethod isto be determined based on
its underlying nature and not on the technicdity of the form of the daimsin the
patent. For example, amethod for doing or conducting business that has
been claimed in a patent as a programmed machine, as in the State Street
case, isamethod for the purposes of section 273 if the invention could have
as easily been claimed as amethod. Form should not rule substance.™*

In addition:

"As used in this legidation, the term 'method' is intended to be construed
broadly. The term 'method' is defined as meaning ‘amethod for doing or
conducting busness.”  Thus, 'method' includes any interna method of doing
business, amethod used in the course of doing of conducting business, or a
method for conducting businessin the public marketplace. It includesa
practice, process, activity, or system that is used in the design, formulation,
testing, or manufacture of any product or service. The defense will be
gpplicable againgt method daims, aswell as the clams involving machines or
articles the manufacturer used to practice such methods (i.e., apparatus
clams). New technologies are being developed every day, which includes

3 Congressional Record at S14717 (Nov. 17, 1999), Senate section-by section anaysis.
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technology that employs both methods of doing business and physica
gpparatus design[ed] to carry out a method of doing business. The first
inventor defense isintended to protect both method claims and apparatus
dams™

The AIPLA recommends thet the first inventor defense be gpplied to dl commercidized methods
without regard to the technologies in which they are implemented or to the formats in which they are
cdamed. To the extent that thisis not clear from the language of the Satute and the legidative higory,
the statute should be revised.®* This defense provides an avenue of protection for industry against
cdamstha may not beinvaid in any technica sense, but that neverthelessreflect “old” technology from
the perspective of the dleged infringer.

32 Congressional Record at H12805 (Nov. 18, 1999) comments by Nadler of Judiciary
Committee).

3 AIPLA Motion in Support of S.2272 (July 14, 1994), in AIPLA Past Action Manual
a 72.
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