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thesis IS the patentability problem is a direct result the 
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1.The Supreme Court' and Higher Standard of Patent 

There is no doubt that Supreme Court has intended to raise the 

standard patent since 1930's. I the Great Depression contributed 

to such change. an article written by a patent examj,ner the 'New 

age quoted: 1 

l.See v the quoted text was an excerpt from a federal court decision in l.1.U\...-llUJ. 

that time. 
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the patent systen:. has been perverted from its high and 

constitutional purpose of the promotion of usefuJ. arts to the exactopposite. 

it has been so perverted, the fault lies principally in the court of first 

instance for patents, the Patent Office. We have the impression that the 

Supreme Court of the ~Jnited States is gradually convincing even the 

so-called 'validity' circuits that there has been this pervers~,on. That conviction 

does not yet seem to have reached the Office. We have a new Commissioner 

there. Perhaps he will give us a 'New Dear in Patent Office decisions too. If 

he does not, We are left again with the rather unsatisfactory method of 

action by the people's representatives.,,2 

Dickinson, the Assistant Secretary of Commerce in the 1930's, pointed 

out in a speech that although patent was a justified monopoly, it was still a 

monopoly, whose exercise was inevitably governed by the "general body of 

economic considerations and principlesH 
3 Dickinson then reported a change• 

of attitude of the Supreme Court regarding patent validity. 

"During the thirty years preceding 1931, the average number of patent 

cases decided by the Supreme Court each year was two. In the year 

commencing in December 1930 and ending in November 1931, the Supreme 

Court handed down a series of eleven decisions involving the validity and 

infringement of patents.... in all the eleven cases decided between December 

1930 and November 1931, the decision was adverse to the patentee. fI 
4 

Professor Shapiro also pointed out that the Supreme Court did not 

sustain a single patent during the period from 1934.5 In the 1940's, the 

Supreme Court's position was even 'more apparent. In Cuno Eng~Lneering Corp. 

v. Automatic Devices Corp.,6 Justice Douglas first coined the controversial 

"flash of creative genins" test for a higher standard of invention. 

2.Id., at p. 595. 

3.See [Dickinson, J 1935],p. 619-620. 

4.Id., at p. 621. 

5.See [Shapiro, M 1968], p. 165. 

6.314 U. S. 814 
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Jungersen v Ostby & Barton Co., 7 Justice Jackson acknowledged the 

confrontation between the Patent Office and the supreme court due to the 

inadequate test of invention by the Patent Office in his dissenting opinion. 

Again Great Atlantic and Pacific Tea Co. v. Supermarket Equip. Corp., 8 

Justice Douglas condemned the Patent Office for iSStling patents to tlgadgets" 

and offering a large number of particularly glaring examples. 9 

The higher standard of patentability and the expanding of misuse 

doctrine by the Supreme Court caused discontent in the patent dar. Various 

bills were drafted and introduced in Congress in 80th and 81st Congress. 

Congress held hearings to learn the problems but took no action. 10 

In the mean time, it has been over 70 years since the last time the 

Patent law was codified in 1870. 7he Senate Subcommittee on Patents, 

Trademarks and Copyrights of the Judiciary Committee, which heard the 

problerIls of the patent bar, was also in charge of the revision of the laws. 

Chairman Bryson, the Senator from South Carolina, became interested 

codifying the patent laws. 11 

Federico from the Patent Office was called no to lay the ground 

work. By the end November, 1949, a draft is prepared by Federico and ":11 

reviewed bv members from the patent bars. This draft was revised several 

times and finally pass the Congress and became the Pa~ent Act of 1952. 12 

Section of the 1952 Patent Act defined a new standard of invention, 
Jt. 

the so called nonobviousness criteria. It is believed that this section codified 

the doctr~,!1e declared in 1850 by the Supreme Court in Hotchdiss v. 

Greenwood. 13 But the second sentence of section 103 explicitly stated: 

"Patentability shall not be negatived by the manner in which 

7.335 U. S. 560, 
8.340 U. S. ( 1950) . 

9.See [Shapiro, M 1968], p.173-!.77. 

lO.See [Rich r G 1963], p. 63-64. 

11.Id. 

12. !d., p. 65-77. 

U. S. 248,267. 
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.' d 14IIthe InventIon was rna e. 

In sectional analysis of the Section 103 explained the reason why 

this sentence is adcied. 

IfThe second sentence states that patentability as to this requirement is 

not to negatived the manner in which invention was made, that 

it ~.s immaterial whether it resulted from long experinlentation or 
. II 15

fTom a flas.h 0 f genIUS. 

This sentence in Section 103 IS direct with of 

creative genius' test initiated Douglas 1941. Whether the 1952 

Patent Act is a m,ere codification or a revision is therefore significant. If 1952 

Patent Act is only a codification patent the!1 the doctrinal trend 

set by the Supreme Court to raise standard of invention is still in effect. If 

the '.s a revision, then Section 103 has effect to lo'.:ver 

patentability standard since it codifj.es Supreme Court standard of 

invention set In and abandoned explicitly of creative genius' 

test declared Justice· Douglas. 

Since the 1952 Patent Act was known as a codification effort. m.ost 

membe!s of Congress not pay any attention to the let alone any 

debate on the Issue patentability standard. I-Iowever, a statement prepared 

Senator McCarran was printed as part of congressional record. The 

statement reflected opinion of the Senate Judiciary Committee 

patent represented a "legislation of merits". This was later 

quoted by several courts as the evidence of a change of the patentability 

standard. 16 

According to Rich, when joined the Court of Custom and 

Appeal 1956, four yea::ds the law judges 

were still applying the "lack of invention" test to invalidate patents. As one 

core drafters the 1952 Patent Judge believed there had been 

14.35 lTSC 103. 

IS.See [Act p.588. 

!6.See G 1963J, p. 75-77 and note 21. 
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a change from the Illack of invention" test to the new "nonobviousness" test. 

Judge Rich started his effort to educate other judges and the patent 

examiners. The Patent Off~.ce Academy later stopped teaching the old laws 

and stated teaching the nonobviousness test, and the law was finally changed 

after 10 years since its codification. 17 

In 1966, the Supreme Court clarified the standard of invention again 

Graham v. John Deere Co.. 18 In the decision, Justice Clark traced the 

development of the Patentability standard. He stated that Jefferson did not 

believe in granting patent to small detail. Justice Clark acknowledged the 

fact that the section 103 of the 1952 Patent Act abolished controversial 

"flash of creative genius" test. However, based on the legislative history, a 

Congressional study on the standard of invention and a congressional hearing 

held in 1951, 19 Justice Clark concluded that the 1952 Patent Act was simply a 

codification and not a revision of the general level of patentable invention. 20 

Justice Clark again recognized the notorious difference between the 

PTO and the courts in applying the standard of invention. The Justice 

believed this is due to examiner's "free rein exercise" the concept 

invention. Justice Clark reemphasized again that the strict standard -:4' 

patentability has not been changed after the enactment of 1952 Patent 

Act, though the Court was urged to do so. What changed, according to 

Justice Clark, was the technology. 21 
.1' 

Though the language of Graham still urging a higher level of 

patentability standard, it seems that such effort' consistently made by 

Justices since the 1930's has failed. As Judge Rich reported, lacking of 

invention was no longer a valid ground to decide the patentability issue 10 

years after the 1952 patent codification. A more objective test of 

nonobvioL1sness must be followed instead. The secondary considerations 

17.See 	[Rich, G 1986]. 
18.383 	U. S. 1. 


note 9. 

20.383 U. S. 13-17. 

21.Id. 
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developed under such test in effect lowered the standard of invention. 

Professor Merges found that: 

"By allowing on this objective evidence of patentability, as the Federal 

Circui t calls the court threatens to transform patents into rewards for 

such nontechnical achievements as superior distribution systems, marketing 

decisions, and service networks. In so doing, it has begun to undermine the 

patent system's traditional emphasis on rewarding invention." 22 

2.Legislative Effort to Reform the Patent System 

Another sign to show that the Congress did not intend to revise the 

standard of invention through the 1952 patent law codification was that 

Congress and the administration later initiated a series of hearings and 

studies to prepare for a general patent law reform. I found the level of 

patentability standard and the quality of the patents granted were the two 

su bjects of major concern. 

However, beginning with the 1955 Senate hearing on the patent system, 

the Congressional effort ended in 1980 with the enactment of the Patent 

Reexamination Act. 23 The Act only improved Patent and Trademark Office's 

(PTO's) access to the prior arts. In other words, no effort succeeded In 

Congress to amend the level of patentability standard. This section is an 

accoent of the patent reform effort made by the Congress with the emphasis 

placed on the invention standard issue. 

In 1955, 3 years after the codification of the patent law, the Senate 

Judiciary Committee held a hearing titled the "American Patent System". 24 

Senator O'Mahoney clearly stated the purpose of the hearing was not an 

investigation to find a "scapegoat",it was rather a study in which bestIf 

minds in the field [were] being requested to contribute their suggestions for 

the modernation of the patent system." 25 

22.See [Merges, R 1988], p. 806 and [Goldstein, P 1990], p. 376. 

23.See Patent and Trademark Laws Act 1980, Pub. L. No. 96-517, 35 U.S.C. 301-307. 

24.See 

25.Id., p. 1. 
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During the hearing, two patent attorneys specifically pointed out that 

courts, especially the Supreme Court, a patentability sta!ldard 

\vas too 26 However, this interpretation of courts was reult 

the courts' attitude toward patent, which connot be changed through fixing a 

different statutory language into the patent law. 27 

Two noteworthy comments regarding patentability standard issue 

were made Judge Arnold and Judge Hand. Based on his previous 

experience in the Justice Department, Judge Arnold believed the patentability 

standard issue should be to the concern on competition. A strong patent 

in a hand is weak. On the other hand, a weak patent a strong 

hand become powerful. I-Ience, Arnold believed if to qrant the 

,vill enhance the monoply po\ver of the patentee, then the patent ought to 

denied. 28 

'fhe patent portfolio and not the individual patent itself the 

focus the inquiry, because through accumulating individual 

improvement patent, a company could create a patent and substantially 

reduced the competition. Judge Arnold also believed, based on his competition 

of VIew, standard for a device patent should relaxed the -:f 

standard of a formula patent should be stiffened, since latter was one 
.. 29 obstructed t he com petl tlon. 

Judge Learned Hand provided another insightful comment on the 

patentability standard issue. Judge believed the patent right should 

treated more like a copyright and not a monopoly.· Judge Hand stated 

me confine a monopoly as I will use it now for moment to 

the right to prevent anyone from doing you have what you have 

described in your patent regardless whether he needed your disclosure 

to help at alt' 

testimonies of Brown at p. 106 and Diggins at p. 108-109. 
71. Id., at p. 106; see also the testimony made Thruman Arnold at p. 221 ("[i]f you are 


here to make a new definition of patentability I believe you will fail.") 

at p. 54-57 and 220-226. 


29.Id. 
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"...You may say that my copyright which prevents you from coming 

along and copying is a monopoly. All right, if you like; that surely is a very 

different monqpoly, because t:lat is the taking of the fruit of my mind. You 

are using my brains, you are copying from me. Most people would feel that 

there was a kind of inherent fairness about that...." 

"But it is very different if you are going to say here is X which is a 

certain of steps or processes, he did it first. Even if you reached the same 

result without the least recourse to what he has done, he may stop you." 

"This is a real monopoly ...." 30 

Judge Hand also recognized that the standard of invention has been 

raised by the Supreme Court. He believed the real difficulty was no one 

really knew whether the patent system did provide the needed incentive for 

invention. Judge Hand called for a thorough investigation. 31 The Senate took 

the suggestion and a total of 30 studies were undertaken and reported to 

prepare for a reform of the patent system. 

In the mid-1960's, President Johnson also established a President's 

Commission on the Patent System (Commission) to study the patent system. 

In 1966, the Commission released its report 32 and a patent reform bill was 

drafted based on the recommendation made by the Commission. 33 The patent 

reform bill represented a complete system wide change ever brought forward 

in the patent world and was therefore a controversial one. Both the House 

and the Senate held hearings on the patent reform bills. 34 

The co-chairman of the Commission, Mr. Rifkind, explained in detail 

the rationale of the patent reform bill in the beginning of the Senate 

hearings. Mr. Rifkind believed the primary cause of the problems of the 

patent system was that the quality of the patents was too low. As a result, 

only a modest respect was paid to the patent system by the indust ries and 

30.Id., at p. 112-114. 
31. Id., at p. 111-121. 

32.See [President 1966]. 

33.See Patent Reform Act of 1967, S. 1042, p. 3-72 in [Senate 1967]. 

?A.See [House 1967]and [Senate 1967]. 
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Because it commands but a modest respect, it encourages 

infringement, it encourages litigation. And that, together, increases the whole 

cost of maintaining a patent system and increases the burdens of having 

the benefits or the burdens of a patent system." 35 

Three measures were suggested by Mr. Rifkind to directly attack the 

patent quality problem. The first measure was to reduce the ex parte nature 

of the patent examination process by allowing the parties challenging the 

validity of the patent bring prior arts evidences to the patent examiners. Mr. 

Rifkind believed .measure would improve the perceived difference 

standa!d of invention practiced by the PTO and the courts. 36 

The second measure suggested by the Commission was the abolishment 

of the presumption of validity. According to Mr. Rifkind, the patent 

applicant, like any other persons dealing with the administration agency, 

ought to bear burden proof. rule whenever a patent 

examiner was in doubt as to whether a patent should be granted was 

In favor of the patent applicant tended to degrade the quality 

patent and should be abolished. 37 -:1' 

third measure suggested by the Commission was abolishment 

of the quota system in the MT. Rifkind believeci the quota system 

linked promotion of the patent examiners to number 
, ,t 

of dispositions made by the examiners also tended to bring down the quality 

of the patent therefore should be abolished. 38 

In addition to the measures to improve the aptent examination, 

Commission made changes on the patent system to improve its 

international recognition and make the U. S. patent system IP~ore compatible 

those of other major industrial counteries. Patent system of 

35. See 1967], p. 82. 
at· p. 83. 

37.Id., at p. 84. 
·38.Id. 

,....".,33),...."., 
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lTnited States has been unique in the sense that it rewarded the person who 

first invented the patented idea, where most other industrial countries used 

the first to fil~ system to reward the person who first applied for the patent. 

the patent reform bill adopted the recommendation made by the Commission 

to switch to a first to file patent system. 39 

However, a patent might be the result of the research and experiment 

of an patentable idea for a period of time. There was therefore a practice 

long recognized by the patent laws to provide a grace period for such 

development effort. Therefore, the Commission introduced the preliminary 

filing to allow inventor to file a preliminary abstract of the patented idea 

first and provided the formal patent application later. 40 

The patent reform bill recommended by the Commission and sponsored 

by the Administration met strong opposition, mainly from the patent bars 

and small businesses. The resolution of the American Bar Association (ABA) 

section of Patent, Trademark and Copyright (PTC) explicitly opposed the 

first to file principle and the elimination of the grace period. 41 

Chairman of the ABA section of PTC, Mr. Fulwider, and the president 

of the International Shoe Machine Corp., Mr. Kamborian, both testified that 

grace period combined with first to invent was very important to small 

inventors. Since they cannot afford to have their own laboratory, most 

inventions made by small inventors were therefore made with a trial an 

error often time in the public. The first to file and the elimination of the 

interference proceeding 42 might increase the risk of the invention of the 

small inventors being stolen. The first to file rule with the preliminary filing 

lLld., see testimony of Mr. Rifkind at p. 76-98. 
4O.Id. 
41. Id., p. 205. 
42. The interference proceeding is the proceeding in the PTO to decide the firstinventor. 

35 USC 140(a) stated: [W]henever an application is made for a patent which, in the 
opinion of the Commissioner, would interfere with any pending application, or with 
any unexpired patent , an interference may be declared and the Commissioner shall 
give notice of such declaration to the applicants, or applicant and patentee , as the 
case may be. The Board of Patent Appeals and Interferences shall determine questions 
of priority of the inventions and may determine questions of patemtablility.... 

~ 331 ~ 
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only increased the cost and burden of the inventors do not have a 

legal team in charge of the patent application. 43 The strong opposition 

essentially put an end to the patent reform bill. 

Due to the change of the administration, the Congress delayed 

reporting legislation a general revision of the patent laws until 1971. 44 

again, patent reform bill did not go further to the tying of an 

antitrust exemptions for patent licensing agreements to the bill. 45 In 

the least controversial part of the patent reform, the patent reexamination, 

was put into the law and marked the and the legislative patent reform 
46 

3.The Software PatentabiUty Issue 

It is my thesis the unsuccessful attempt of Supreme Court to 

raIse the general level of patentability standard, and the Congress to address 

the same issue during the patent reform, as discussed in the previous two 

sections, made the software patentability controversy inevitable. 1 nls IS 

elaborated in the next section. In this I the software 

patentability issue and present what I believe to be the core of issue in 

order to set the basis the discussion the next section. 

The President's Commission on the System recommended that 

not patentable, since PTO does not have software prior 

arts databases to effectively issue the software patents. This recommendation 

was put into the 1967 patent bill. 47 I-Iowever, since whole patent reform 

received strong opposition, the software patentability provision was not 

enacted into the law either. 

at p. 205, 208-209, 219, 224-225. 
44. See 1971], p. 1. 
45.See [Senate 1973], p. 
46. See legislative history in the Commitee Report accompanying S. 1679, Patent 

Reexamination, 96th 2nd Session, report no. 96-617, March 4, 1980. 
47.S.1042. section 106 Computer Programs not Patentable 

-""332-"" 
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"A plan action set of operating instructions, in whatever form 

presented, to cause a controllable data processor or computer to perform 

selected operations shall not be patentable. 

During the 1967 patent bill hearings, the PTO expressed consent i!1 

principle that software programs ought not to be patentable, but the PTO 

believed it was premature to put such principle explicitly into the law 

because there was a gray area between patentable idea that contained the 

computer program and unpatentable software patent application. 48 The PTO 

intended to use a series guidelines to formulate the software patent laws. 

The PTO issue its first guideline addressing the software 

patentability issue in 1966. The PTO expressed the tentative nature of the 

guideline. 49 In the guideline, the PTO believed the software patentability 

issue "revolve around mathematical processes and equations. these problems 

may be more generically stated as the broad field of algorithmsrr. 50 

In the guideline, the PTO basically differentiated the "algorithmid! 

process from the r'utility" process. The mathematical process 5\ mathematical 

formula, 52 mental steps 53 and processes of doing business and evaluating 

data were all unpatentable algorithmic processes. 54 On the other hand, 

processes, dealing with tangible things and substances, were 

patentable. In addition, patentability of the utility processes \vas not 

48.See [Senate 393-394. 

49.See [PTO 
 these guidelines, it should be understood that, since 

it is not an they lTIUst be considered as a 
theoretical analysis statutory law. It may wen be that, when particular 
facts in applications are TI1odification in some instances may 
become necessary. 

50.Id. 
5!. The PTO clted Cochrane v. Deener, 94 U. S. 780 mathematical process was 

nonstatutory since it \Vas not a treatment of "materials or substances".) 
52. The PTO cited 35 USC 101 and showed that TI1athematical formula \-vas not statutory 

matter since it \vas not a process, a amanufacture, a conlposition of 
matter, Of useful improvements thereof. 

53. The PTO cited In re' 188 F.Zd 165, and In re Shao Wen Yuan, 188 F.2d 377 
(Men tal steps were 


54.See [PTO 1966], p. 1. 
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affected merely because of the existence of an algorithm. 55 

In 1968, the PTO issued anot:tJer guideline based on comments filed 

regarding the 1966 guideline notice and the statement made at the hearing 

held on Oct. 4, 1966. general, the quideline emphasized again that computer 

programming per se, whether defined in form of process or apparatus, 

should not be patentable. 56 This guideline was soon rescinded by the 

following notice made by the PTO in 1969 due to a challenge of 

advisability issuing guidelines for the examination of patent applications 

on computer programs. From now on, the examination of software 

would depend on the judicial interpretation of the law on a case-by-case 

basis. 57 

The decision the PTa referred to was In re Prater et al. 58 the 

decision, Chief Judge Worley of the Court of Custom and Patent }\.ppeal 

(CCPA) pointed out 

"... It is questionable whether prior decisions denying pate!1tability of 

purely mental steps, or the statute, read singly or together, can support a 

broad rule either sanctioning or prohibiting the patentability of such steps in 

relation to computer programs. ~Nhere the line will be drawn can only be 

determined on a case by case basis in building, as best we can, sound and .~ 

. 11" bi d t II 59Inte 19l e prece en . . .. 

In 1972, Supreme Court Decided the first software patent case. In 

Gottschalk v. Benson, 60 the Court reversed the decision of the lower court 

and found a computer program to convert binary:..coded-decimal numerals to 

pure binary numerals as non-statutory subject matter. 61 Justice Douglas 

stated 

55. Id. The same analogy \vas used by the PTO to derive guideline for examination of 
software apparatus claims, see ide., p. 2-3.56.See [PTO 1968]. 


57.See [PTO 1969]. 

58. 415 f.2d 1939, 162 USPQ 541 (CCP A 1969). 

59.Id., Concurring opinion by Chief Judge Worley. 

60.409 U. S. 63, 175 USPQ 673, 1972. 

61.Id. 
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"[tJhe mathematical formula involved here has no substantial practical 

application except in connection with a digital computer, which means that if 

the judgment below is affirmed, the patent would wholly pre-empt the 

mathematical formuJ.a and in practical effect would be a patent on the 

algorithm itself. It may be that patent laws should be extended to cover 

these programs, a policy matter to which we are not competent to speak ...", 

Based on Benson, the CCP A decided a series of software patent cases. 

A two step test was provided by CCP A in In re Freeman in 1978. 63 This two 

step test asked first whether the claim languages of a patent directly or 

indirectly recited an algorithm in Benson sense. If it did, then the second 

question needed be asked to determine whether the claim wholly preempted 

the usage algorithm. If the answer was again yes, then the claimed 

software cannot be a patentable subject matter; if the claim did not preempt 

the algorithm's usage, it was a patentable subject matter. 

The second step of this simple two step test was later further 

developed by the CCPA and replaced by a more elaborated test. 64 Walter, 

65the CCP A provided the new second step which specified that only the 

mathematical algorithm implemented in a specific manner to define structural 

relationships between the physical elements of the claim or to refine or 

claim steps could the mathematical algorithm be considered patentable 

subject matter. For example, software that merely calculates a value to 

activate a post activity is not patentable, as decided in Benson v. 

the Supreme Court. 66 

In 1981~ the Supreme Court decided another software patent case, 

Diamond v. Diehr. 67 This case was generally considered a policy change 

63. 	573 F.2d 1237, 197 USPQ 464 (CCP A 1978). See also [Davidson, D 1983J, p. 634-s51; 
1985J, p. 28-114;[PTO 1989] and P 1990] for an analysis of the 

development of software patent decisions. 

54.See [Milde, K 1982], p. 446. 

65.See In reWalter, 618 F.2d 758, 205 397 (CCPA 1980_. 

66.437 -C.S. 584, 198 USPQ 193 (1978). 
67.450 U.S. 175. 209 USPQ 

"""'335""'" 
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the Supreme Court to allow more software patents be granted. 68 In fact, 

what the Diamond court decided was that the PTO could not separate a 

patent application into two parts, the new and the old, and decided the J" 
f 

patentability issue solely based on the part the PTO consjdered as what new. 

The Congress did not provide further policy guidance on the software 

patentability issue. 1989, the House held a hearings on issue of 

software protection. The majority witnesses testified against software patents. 

69A report prepared by the Office of Technology Assessment (OTA) stated 

practice~ prior art is most often previously issued patents. Because 

the software continues to be protected by copyright and/or trade 

secret, because much of the history of software development is not in the 

pubEshed literature, and because relatively few patents for software-related 

inventions were granted prior to the 1980s, the available and locatable prior 

art is less complete and relatively more difficult to compile or search than 

the prior art for other technical fields.,,7o 

... Also, nonpatent prior art for software-related inventions is often in 

nonwritten form, existing only as software products. Thus, there is more risk 

that invalid patents may issue for widely known or "obviousll 

computer-program processes. " 71 

However, prior art problem long recognized by the President's 

Commission on the Patent System apparently affected little in the 

development of the software patent laws. As a group director of the PTO, 

Mr. Goldberg, explained that the problem of the prior arts had not stopped 

68.See [Chen, C 
69. 	 See 1989], p. Raskind (software protected by patent inadequate); p. 


123-124,Gilbert of Educom(software patent hurts academic research);p. 239, Kapor 

patents issued for software); p. 435, Software Publishers Association (member divided on 

the issue, PTa understaffed and underfunded to effectively evaluate most software 

patent application); p. Stallman of the Free Software Foundation (software 

patent represented another sign of the abuse of the patent system); p. 765, 770. Kahin 


software patent crisis). 

70.See [aTA 1989], p. 22. 


footnote 24. 
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the PTO from following the letter of the law. "If we can't find the prior art, 

we issue the patent," Godberg said. 72 The ever increasing of the software 

patents that may be poor in quality seems inevitable. 

I believe the software patentability tests developed to differentiate 

patentable software related invention and unpatentable mathematical 

algorithm did not address the real issue. 73 These tests followed the line of 

reasoning set by the Benson court.The Court did not take the position held 

that software ought not to be patentable. The court believed this is a policy 

issue beyond the capacity of the court to decide. The decision of the court to 

invalidate the software patent in dispute was based on the general principle 

Lhat the laVv~ of nature ought not to be patentable. In practice, granting 

patent protection for the computer program to convert a BCD numeral to a 

pure binary one would in effect wholly preempted the usage of the 

mathematical algorithm expressed through the program. 74 

I believe there are two problems associated with this line of reasoning. 

First, computer algorithms are by no means laws of nature. They are specific 

means to solve concrete problems. The preemptive effect of granting a 

patent to an computer algorithm is the same as granting a patent to any 

other subject matter. I therefore belive the code conversion program in the 

Benson case should not be granted with patent protection not based on its 

preemptive effect, it shoL~ld be denied base on the fact that the algorithm 

really does not meet the standard of invention. 

The second problem with the subject matter tests is its vagEeness. The 

fact that computer software and hardware are interchangeable makes it even 

harder to fairly differentiate the patentable software invention and the 

non-patentable algorithm. In 1988, the well known Karmarkar algorithm was 

72.See "Are you treading on someone's software patent?", Computerworld, 12, 1993, p. 

'73, by Garry Ray. 
73.Professor chisum also bellieves algorithms should be patentable. See D 1986],"-.?H10UJ.U. 

74.409 U.S. 71-72. 
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patented. 75 The only difference between the Karmarkar algorithm and the 

code conve!'sion algorithm in the Benson case I find is their inventiveness 

and not their preemptive effect. ,.., 
Director Goldberg of the PTO also expressed the difficulty caused by 

the patentable subject matter test laid down by the courts. 76 I agree that 

the software patent laws discussed in this section did not really grasp the 

essence of the software patent issue. However, I believe such development 

seems to be the natural result of the two unsuccessful attempts to raise and 

clarify the invention standard discussed in the previous two sections. 

4.Comments 

Reviewing the history of the patent laws in the United States, one 

realizes that the original patent law was not designed to grant patent 

incentive for any small advancement of the sciences or useful arts. This 

assertion is supported by the fact that initially a committee of three 

consisiting all cabinet members are created to review patent applications. 

They are Secretary of State, Secretary of War and the Attorney General. 

Thomas Jefferson was the Secretary of State at that time and took an 

especial interest in patent, hence was sometime called the first Commissioner 

Patents. However, these cabinet menbers soon realized that patent 

examination require more time than they could spare. 77 

Unfortunately, the administrative difficulty led to a dramatic change of 

the patent standard. In 1793 a second patent law was enacted which virtually 

made the granting of patents a clerical function by dispensing with the 

necessity for determining utility and importance. A patent registration system 

was essentially in place from 1793 to 1836 where no examination of the merit 

75. Patent no. 4,744,027, granted on May 10, 1988, titled "Method and apparatus for 
optimizil-.lg system operational parameters". 

76. See case against software patents", Midrange System, Vol. 5, issue 1, p. 44(3), Jan. 
7, 1992, by Ubois; and section 6 of Essay IV. 

71.See fRosa. M 1949], p. 414-416. 
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of the patent was conducted by the Patent office created in 1802 inside the 

state Department. 78 

As reported in section 1, the great depression led to a serious 

reconsideration of the patentability standard by the Supreme Court. The 

court systematically applied a higher standard and urged for such a standard 

through the opinions written by the Justices. However, this effort initiated 

by the Supreme Court essentially failed after the 1952 patent law codification. 

An objective criteria was introduced, measuring obviousness of the difference 

between the invention and the prior art. One of the subjective standard set 

by Justice Douglas, Namely the ttflash of creative genius", was explicitly 

abandoned. 

As Judge Rich recaHed, the change from the old !tlack of inventiont, 

test to the new obviousness test was the single event he considered the most 

important. Judge Rich saw the courts and the patent examiners gradually 

embraced the new test, Once the Patent Office Academy replaced the "lack 

of invention" test with the obviousness test to train the patent examiners, the 

Supreme Courfs effort seems doomed to fail. 

I believe such change directly contributed difficulty to the software 

patent issue. After the change, the "lack of invention!t was no longer a legal 

ground to reject a software patent application. The obviousness test, on the 

other hand, forced the patent examiners to face the prior arts problem 

directly. As discussed in the previous section, the lacking of a software prior 

art database was exactly the reason the President's Commission on the 

Patent System recommended that software not be pC;ltentable. 

in re Prater, 79 the same decision caused PTO rescind its 

guideline for the examination of the software patent discussed previously, 

Judge Smith also closed the door for the PTO to reject software patent 

based on the nonobviousness ground without citing prior art references. 

Judge Smith wrote in the opinion that 

78.Id. 
79.415 F.2d 162 USPQ 541 (CCPA 1969). 
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addition, we find it im,possible to sustain a section 103 rejection in 

a situation where no reference has been cited and where the rejection 

inherently assumes the availability of applicants1 admittedly novel 

contribution as knowledge availe to one skilled in the art. ... ff 80 

Three years after in re Prater, the Supreme Court made the Benson 

decision. In Benson, the disputed patent application was found non-patentable 

on the ground that the application was essentially a mathematical formula 

which was not a patentable subject matter. At this point, the 'lack of 

invention' has long ceased to be a viable law. The lacking of prior art 

databases was still a real difficulty for the software patent examination. 

addition, the PTO could not reject software patent application based on the 

obviousness test without reference to the prior arts. The subject matter test 

laid down by the Supreme Court seemed to be PTO's last resort. 

The legal ground for the PTO to reject software related patent 

application was further limited after Diamond v. Diehr. 81 The majority of 

the Diehr Court held that PTO's practice of severing invention into what was 

old and what was new and then determined the patentability of what was 

new was erroneous. PTO ought to view the invention as a whole to 

determine its patentability. 
., 

However, the minority opinion held that viewing as a whole, the Diehr 

invention was one about rubber curing process which has long been invented 

before. what Diehr really contributed into the art was applying computer 

technology into the process. The minority therefore believed PTO's practice 

was not clearly erroneous. 82 With a 5:4 vote, the Supreme Court decided 

against the PTO. 

The software patent surge after Diamond v. Diehr seemed inevitable. 

As director Goldberg of the PTO expressed, although the subject matter 

tests were controversial, they were still the law must be followed. Without 

80.ld. 

81.4500 U.S. 209 USPQ 1 (1981). 

82.Id. 
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sufficient prior art validation, PTO would have to issue more software 

patents then it wished. 83 I believe the dilemma the PTO entered could have 

been easily avoided if the effort made by the Supreme Court was seriously 

considered and not buried by the 1952 patent codification. 

I also believe the software patent issue could have had a more 

satisfactory development if the Congressional effort to reform the patent 

system have achieved more in improving and clarifying the patentability 

standard. I illustrate this point of mine in the rest this essay. 

It is undisputed that the landscape the patent system serving has 

changed dramatically as the result of the industrialization of the United 

States. During the Period the Supreme Court was trying to raise the 

patentability standard, Judge Frank addressed this issue in his concurring 

opinion in Picard v. ITnited Aircraft Corporation. 84 Judge Frank suggested 

that different classes of patent may exist for different kind of invention. 

Judge Frank stated: 

... A more moderate revision along the following lines may be sketchily 

indicated.. There might be a classification of patentable devices into two 

categories: 

(a) The first category would consist of "gadget" patents and those for 

contrivances which require for their devlopment relatively small expenditures; 

as to them, there might be a very brief period of patent monopoly. 

(b) The second category would consist of those which require the 

investment of relatively large sums to bring them to practicable fruition." 85 

I believe at least the idea to treat those well financed and planned 

inventions made primarily in the laboratory of the big enterprises differently 

from those so called 'gedget' patents should have contributed significantly to 

the reaching of a consensus for the 1967 patent reform As discussed In 

section 2, the opposition to the bill primarily came from lawyers and small 

83.See discusion in the previous section. 
84. 128 F.2d 632 (1942). This decision is also frequently cited for Judge Learned Hand's 

recognition of the trend of the Supreme Court to raise invention standard. 
85.128 F. 2d 643. 
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businesses. These two grOl!ps believed the preliminary filing, first to 

and the abolishment of grace period all tend to favor big 

enterprises and leave the small companies or individual inventors out of 

patent system. 

The testimony of Mr. Damborian from the International Shoe machi~e 

corporation illustrated how the so called 'gadget patenf was invented 

and why 1967 patent reform bill was hostile to these inventions. Mr. 

Kamborian stated: 

my business we service machines that we lease or sell to 

factories. It is not uncommon for our service people to modify the machines 

because of troubles discovered in factory use. These modifications are 

frequently inventive, and because they are of necessity created in the public, 

would be barred from patentability under the reform ,,86L.:11 

one to quesV.on the contribution of those 

The is how and whether these innovations. ought to be treated 

same "'lay as those landmark inventions which lead to breakthrough In 

the sciences. I believe both the efforts made the Supreme Court and 

Congress to raise the standard and quality of the patents failed because 

they did not address this issue. If Judge Frank's idea granting a different 

class of patent to a different kind of invention was injected into the patent 

reform, it seemed more likely that a consensus might have been reached. 

give same monopolistic protection to the breakthrough 

inventions and the gadget ones not only increase the cost to maintain the 

patent system, it also brings down quality of the system. The 

co-chairman of the President's Commission on the Patent System, Mr. Rifkind 

testimony exactly made this point. lower the standard of invention 

more patents are likely to be issued. More patents issued increase 

the doubts and disputes on infringement. These doubts and disputes tend to 

more to resolved.rI .. "t""t""~1' 

86.See 1967], p. 222. 

........... 342 ........... 


http:quesV.on


23 ~ ~ J}. *'1 ~ -tf£'11-$l--itItt. ;f';1*~l 

I believe Judge Hand provided a clue to approach the problem caused 

by patents of lower inventiveness. Based on Tudge Hand's definition, a 

monopoly is a right against anyone, even the perso!.\ who independently made 

the same invention. Judge Hand believed a patent should be more like the 

copyright in terms that no infringement of a patent ought to be established 

if the alleged infringer independently developed the product. Judge Hand also 

believed the problem of proof could be resolved by shifting the burden 

proof to the alleged infringer about the independent development once a 

patent right was established. 87 

Looking into how to protect innovation with different level of 

inventiveness may better be the essence Qf the software patent issue. The 

lacking of the software prior art databases is by no means an administrative 

problem that can be resolved through investing resources to collect software 

prior arts. I believe the problem reflected the fact that an added dimension is 

needed to promote the progress of the software science and arts because a 

mass of the software innovations are no breakthrough and yet still valuable 

to be shared under proper protection. 

I agree with Judge Hand that a great deal of the patent law policy 

questions are still not well understood. The core of the question is whether 

the patents do provide the needed incentive for inventors and lead to the 

progress of the science and useful arts. The dissclosure of the innovation and 

the know how in the patents is definitely crucial to elevate the overall 

technological standard of the industries. The question is whether the 

monopolistic grant is a price too high for the society to pay_ The costs 

include not only the resources to examine and reevaluate the patents and the 

judicial relief for the patent infringement, but also the confusion a'nd fear on 

the patent infringement in the industries. 

A lower standard of invention increases the uncertainty as to whether 

a certain innovation should be patented, no matter whether from tL2 stand 

f?J. (Senate p. 112-114. 
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point of the industries, the PTO or the courts. The software arts may 

represent a good example in this regard. The chairman of one of the most 

successful independent software company, Microsoft, once made the 

statement: 

flI feel certain that some large company will patent some obvious things 

related to interface, object orientation, algorithm, application extension or 

other crucial technology". "If we assume this company has no need of any of 

our patents, then they have a 17-year right ... to take as much of our profits 

as they want. The solution to this is patent exchanges with large cornpanies 

. h " 88and patentIng as mus as we can. 

The statement reflected first that to apply for patent protection is 

more of a defensive measure than an incenive to invent. It also makes us 

think again whether the patentability standard is too low. Finally, the 

function of technology exchange is clearly needed. The question is again 

whether it requires a monoplilistic grant to achieve such function. 

This essay is not a research on the proper standard of invention, a 

topic beyond the reach of the research. Through a disscussion of the two 

unsuccessful attempts in the patent law history of the United States, once 

initiated by the Supreme Court and the other by the Congress, this essay 

suggests that the problems caused by the software patent issue is really a 

direct result of the failure of a higher and more concrete standard of 

invention. 

88.See "Gates:let's get tougher with patents; Bill Gates' memo to top managers warns that 
Microsoft must enforce intellectual property", PC Week, June 24, 1991, Vol. 8, no. 25, p. 

Scheier, Robert L. 
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