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FOREWORD 
By Mozelle W. Thompson† and Susan Stark DeSanti ‡ 

The Symposium on Ideas into Action: Implementing Reform in the 
Patent System laid the groundwork for high-technology companies, aca-
demics, legal practitioners, and government representatives to work for 
changes in the patent system that will benefit innovation and competition.1 
The pieces in this issue of the Berkeley Technology Law Journal help to 
memorialize this symposium, one that many recognize as a watershed 
event for the future of American innovation, and provide valuable insight 
and analysis about the existing patent system and the opportunities for re-
form. The ideas drawn from the symposium and the pieces, together with 
cooperative action by the symposium participants, will significantly influ-
ence the future of innovation in the United States. 

Innovation has historically played a central role in the United States 
economy, spurring growth and providing consumers with a variety of 
high-quality, low-cost products and services. No one is more aware of that 
than West Coast high-technology businesses that have innovated—and 
thereby changed markets—as significantly and as swiftly as at any time in 
the world’s history. One of the most critical issues facing America is how 
it will maintains its position as a world leader in innovation, for innovation 
is essential to a thriving national economy and to consumer welfare. 

Competition and patents stand out among the federal policies that in-
fluence innovation. Both competition and patents can foster innovation, 
but each requires a proper balance with the other to do so. Errors or sys-
tematic biases in how one policy’s rules are interpreted and applied can 

                                                                                                             
 †  Commissioner, Federal Trade Commission. These remarks reflect my own 
views and not necessarily those of the Federal Trade Commission or any other Commis-
sioner. 
 ‡  Deputy General Counsel for Policy Studies, Federal Trade Commission. These 
remarks reflect my own views and not necessarily those of the Federal Trade Commis-
sion or any Commissioner. 
 1. The Federal Trade Commission, the National Academy of Sciences, the Berke-
ley Center for Law and Technology, and the Berkeley Technology Law Journal were 
among many who sponsored the Symposium on Ideas into Action: Implementing Reform 
of the Patent System. A full transcription of the conference may be found at 
http://www.ftc.gov/ftc/workshops.htm or at http://www.law.berkeley.edu/institutes/bclt/-
patentreform/schedule.html, while an edited version may be found at Edited & Excerpted 
Transcript of the Symposium on Ideas into Action: Implementing Reform of the Patent 
System, 19 BERKELEY TECH. L.J. 1053 (2004). 
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harm another policy’s effectiveness. A failure to strike the proper balance 
between competition and patent law and policy can harm innovation.  

These observations owe a great deal to the lengthy history that pre-
ceded this symposium, as well as to the articles presented in this Issue. 
Many far-sighted academics, including many of the authors in this Issue, 
have brought crucial insights to intellectual property law and policy for 
more than a decade. Applying stringent analytical and empirical tech-
niques, economics, and the basic principles of intellectual property law, 
these academics have shown new ways to assess when patent and copy-
right laws promote and protect innovation—and when they do not. The 
sophisticated analyses exemplified by this Issue have enriched our under-
standing of the interaction among innovation, intellectual property protec-
tion, and competition. 

As academics studied these issues, high-technology businesses lived 
them. These businesses have witnessed both the promise and the problems 
of patents. Through technological breakthroughs and shifting business 
paradigms, these businesses have searched for new paths toward ongoing 
innovation and competition within ever more complex and overlapping 
patent landscapes. An increasing number of these businesses tell us that 
the task has become overwhelming and that, even with diligence and re-
sourcefulness, they cannot identify all of the patents potentially relevant to 
their existing business and to areas in which they are considering to inno-
vate. Even more problematic, these businesses also had difficulty in as-
sessing with certainty the validity or non-infringement of the patents they 
do identify as potentially relevant. 

The Federal Trade Commission (FTC) began examining these issues 
through hearings in 1995, leading to a 1996 FTC Staff Report, Competi-
tion Policy in the New High-Tech, Global Marketplace, which discussed 
the relationship among competition, innovation, and intellectual property, 
among other things.2 Enforcement matters over the next several years ex-
tended the FTC’s understanding of the role of patents in competition.3  

                                                                                                             
 2. FED’L TRADE COMM’N, ANTICIPATING THE 21ST CENTURY: COMPETITION POL-
ICY IN THE NEW HIGH-TECH, GLOBAL MARKETPLACE (1996), available at http://www.ftc-
.gov/opp/global/report/gc_v1.pdf. 
 3. In re Dell Computer Co., No. 982 3563 (Fed. Trade Comm’n May 13, 1999) 
(Agreement Containing Consent Order), available at http://www.ftc.gov/os/1999/05/dell-
agreement.htm; In re Intel Co., No. 9288 (Fed. Trade Comm’n Mar. 17, 1999) (Agree-
ment Containing Consent Order), available at http://www.ftc.gov/os/1999/03/d09288-
intelagreement.htm; Press Release, Federal Trade Commission, FTC Seeks to Block 
Cytyc Corp.’s Acquisition of Digene Corp. (June 24, 2002), available at http://www.ftc.-
gov/opa/2002/06/cytyc_digene.htm. 
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In 2001, the FTC, together with the Antitrust Division of the Depart-
ment of Justice, commenced broad, in-depth hearings on the relationships 
among innovation, patents, and competition. Significantly, the first full 
week of hearings took place in Berkeley, California, with representatives 
from leading high-technology businesses, academics, independent inven-
tors, and patent and antitrust practitioners. The hearings continued in 
Washington, D.C., ultimately involving more than 300 panelists and pro-
ducing over 100 written submissions. 

Those hearings revealed a broad consensus that the patent system 
would benefit from reforms designed to reduce the number of questionable 
patents. The FTC’s 2003 report, To Promote Innovation: The Proper Bal-
ance of Competition and Patent Law and Policy, made specific recom-
mendations for such reforms.4 Six months later, the National Academy of 
Sciences (NAS) issued a report, A Patent System for the 21st Century, that 
reached similar conclusions and recommended similar, although not iden-
tical, solutions.5 In an interesting development that reflects the consensus 
that patent reforms are needed, both the American Intellectual Property 
Law Assocation (AIPLA) and the Intellectual Property Owners Associa-
tion (IPO) have endorsed some, but not all, of the proposed reforms.6 
Their reaction suggests that patent reform will be on the legislative agenda 
in 2005. 

As we move forward, two questions confront us. First, how do we take 
this compilation of bright ideas and keen insights about patent law and 
process and turn them into something more meaningful for innovation and 
the U.S. economy? Second, how do we capitalize on this opportunity to 
make the patent system accommodating to the world we see today, espe-
cially in information-technology and biotechnology industries? Achieving 
these positive outcomes will take more than recommendations from the 

                                                                                                             
 4. FED. TRADE COMM’N, TO PROMOTE INNOVATION: THE PROPER BALANCE OF 
COMPETITION AND PATENT LAW AND POLICY (2003), available at http://www.ftc.gov/os/-
2003/10/innovationrpt.pdf. 
 5. NAT’L ACAD. OF SCIS., A PATENT SYSTEM FOR THE 21ST CENTURY (Stephen A. 
Merril et al. eds., forthcoming 2004), available at http://www.nap.edu/books/030908910-
7/html. 
 6. American Intellectual Property Law Association, AIPLA Response to the Octo-
ber 2003 Federal Trade Commission Report: “To Promote Innovation: The Proper Bal-
ance of Competition and Patent Law and Policy” (Apr. 21, 2004), at http://www.aipla.-
org/Cotent/ContentGroups/Issues_and_Advocacy/Comments2/Patent_and_Trademark_O
ffice/2004/ResponseToFTC.pdf; Intellectual Property Owners Association, Summary of 
IPO Position on Federal Trade Commission (FTC) Report (July 8, 2004), at http://www.-
ipo.org/Template.cfm?Section=IPO_Position_Statements&Template=TaggedPage/Tagg-
edPageDisplay.cfm&TPLID=14&ContentID=8239. 
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FTC and the NAS, despite their importance as focal points for discussion 
and debate. 

We have four suggestions: 

• Create an organized, continuing voice. The information-
technology and biotechnology industries and academia should 
work to create their own voice in favor of reforming and improv-
ing the U.S. patent system. 

• Create an ongoing policy resource. To understand how patents are 
used in information-technology and biotechnology markets, poli-
cymakers need ongoing information from participants in those 
markets. 

• Continue the movement. This symposium revealed a consensus 
among West Coast high-technology industries, academia, and legal 
practitioners that patent reform should occur. To capitalize on this 
start, we must find mechanisms for ongoing dialogue, so that con-
sensus can be reached on specific areas of patent reform. Without 
this, different perspectives and ideas may be left behind in the next 
round of patent reform. 

• Talk to the public about your industry, innovation, and patent re-
form. Those who attended this symposium understand the impor-
tance of a patent system that works well to promote, not frustrate, 
innovation in the context of rapidly changing, high-tech markets. 
But the public does not necessarily understand your company, its 
innovation, or why patent reform can benefit the U.S. economy 
and consumers. 

We believe these suggestions are doable. Indeed, at the end of this 
conference, a core group of leading technology companies agreed there is 
an opportunity to make the patent system more attuned with the technol-
ogy innovation of today. Chiron, Cisco, E-Bay, Genentech, Google, Intel, 
Microsoft, and Symantec have agreed to continue discussion among them-
selves, academia, and policymakers about the proposals for patent reform 
debated at this symposium. With these companies’ commitment, we be-
lieve that patent reform is off to a good start. 
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OBVIOUS TO WHOM? EVALUATING INVENTIONS 
FROM THE PERSPECTIVE OF PHOSITA 
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I. INTRODUCTION 
The “nonobviousness” standard determines how much an invention 

must differ from the prior art in order to qualify for a patent.1 In theory, 
this standard prevents issuance of patents on inventions that, although 
new, are so close to the prior art that they are likely to be forthcoming 
even without patent incentives.2 Section 103 of the Patent Act articulates 
the basic standard as follows: 

                                                                                                                         
 ©. 2004 Rebecca S. Eisenberg 
 †.  Robert & Barbara Luciano Professor of Law, University of Michigan Law 
School. I am grateful to Marty Adelman, Robert Cook-Deegan, Rochelle Dreyfuss, John 
Duffy, Stephen Kunin, Mark Lemley, Ronald Mann, Ted Parson, Bhaven Sampat, James 
Toupin, and participants in Ideas into Action: Implementing Reform of the Patent System 
for helpful comments and suggestions. 
 1. Many legal scholars have written about the nonobviousness standard. See Martin 
J. Adelman, The New World of Patents Created by the Court of Appeals for the Federal 
Circuit, 20 U. MICH. J.L. REFORM 979 (1987); John H. Barton, Non-Obviousness, 43 
IDEA 475 (2003); Edmund W. Kitch, Graham v. John Deere Co.: New Standards for 
Patents, 1966 SUP. CT. REV. 293; Glynn S. Lunney, Jr., E-Obviousness, 7 MICH. 
TELECOMM. & TECH. L. REV. 363 (2000-01); Robert P. Merges, Commercial Success and 
Patent Standards: Perspectives on Innovation, 76 CALIF. L. REV. 805 (1988); Robert P. 
Merges, Uncertainty and the Standard of Patentability, 7 HIGH TECH. L.J. 1 (1993); Cecil 
D. Quillen, Jr., Proposal for the Simplification and Reform of the United States Patent 
System, 21 AIPLA Q.J. 189 (1993). 
 2. Graham v. John Deere Co., 383 U.S. 1, 11 (1965) (“The inherent problem was to 
develop some means of weeding out those inventions which would not be disclosed or 
devised but for the inducement of a patent.”); see also Kitch, supra note 1, at 301 (“The 
non-obviousness test makes an effort, necessarily an awkward one, to sort out those in-
novations that would not be developed absent a patent system.”). Lunney writes:  

Ideally, under this view, a patent should be given for an invention only 
if the invention would not have been developed but for the patent. If the 
claimed invention would have been developed, commercialized, and 
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A patent may not be obtained though the invention is not identi-
cally disclosed or described as set forth in section 102 of this ti-
tle, if the differences between the subject matter sought to be 
patented and the prior art are such that the subject matter as a 
whole would have been obvious at the time the invention was 
made to a person having ordinary skill in the art to which said 
subject matter pertains.3 

Read for plain meaning, this language seems to call for evaluations of 
nonobviousness from the perspective of ordinary practitioners who are 
contemporaries of the inventor in the relevant technological community. It 
specifies a point in time as of which the obviousness of the invention 
should be evaluated (“at the time the invention was made”) and designates 
the person whose judgment of obviousness should control (“to a person 
having ordinary skill in the art to which said subject matter pertains” or 
PHOSITA), as well as directing attention to “the differences between the 
subject matter sought to be patented and the prior art.”4  

If the point of the nonobviousness requirement is to distinguish patent-
worthy inventions from routine advances that do not require the incentive 
of a patent, this is a sensible frame of reference. An invention that seems 
obvious at the time it was made to ordinary practitioners in the technologi-
cal community is likely to occur promptly to others with or without the 
inventor’s efforts, and the legislative choice to exclude such slight ad-
vances from patent protection seems to be a reasonable rule of thumb.5 
Otherwise, consumers would endure unnecessary restrictions on competi-
tion in new technologies and competitors would feel compelled to waste 
resources racing to make and patent modest incremental advances for fear 
of being foreclosed by the patents of others from doing what comes easily 

                                                                                                                         
disclosed even without a patent, then granting or enforcing a patent 
would make little sense. 

Lunney, supra note 1, at 365-66. 
 3. 35 U.S.C. § 103 (2000). 
 4. Id. § 103. 
 5. One criticism of this technological approach to patentability is that it ignores 
research and development costs, which might deter investment in making even techno-
logically obvious inventions. Cf. Barton, supra note 1, at 496 (proposing adjusting the 
standard for nonobviousness “to grant a patent only if the invention is more substantial 
than that regularly made by a person of average skill in the art being funded and sup-
ported in a way that is typical in the relevant industry”).  



2004] OBVIOUSNESS & PHOSITA 887 

 

to their own scientists and engineers.6 But the implementation of such a 
standard poses certain administrative challenges.  

There are two main difficulties. One difficulty, much remarked by the 
Court of Appeals for the Federal Circuit, concerns the time frame for mak-
ing the statutory determination. An invention that was in fact nonobvious 
at the time it was made might nonetheless appear obvious by the time it is 
evaluated for patentability some years later, especially to those who have 
read the inventor’s disclosure.7 This concern about the corruption of 
judgments of nonobviousness by improper “hindsight” is a strong theme in 
Federal Circuit opinions.8 Another difficulty that has received far less at-
tention is how to gain access to the perspective of ordinary practitioners in 
the field of the invention. An invention that seems obvious to a person 
having ordinary skill in the field might nonetheless seem patentworthy to a 
person who lacks such skill, even after reading the prior art record. 

These two problems in the hypothetical frame of reference for making 
determinations of patentability—the problem of timing and the problem of 
skill level—are often conflated in judicial opinions. For example, in reject-
ing the contention that the trial court committed error by failing to make 
specific findings on the level of skill in the art, the Federal Circuit ob-
served in Kloster Speedsteel AB v. Crucible, Inc.: 

The primary value in the requirement that level of skill be found 
lies in its tendency to focus the mind of the decisionmaker away 
from what would presently be obvious to that decisionmaker and 
toward what would, when the invention was made, have been 

                                                                                                                         
 6. As explained by one experienced patent professional: “At the end of the day 
everyone has more patents and no one has gained an advantage. All have found it neces-
sary to incur higher costs.” Quillen, supra note 1, at 195. 
 7. See generally Jeffrey J. Rachlinski, A Positive Psychological Theory of Judging 
in Hindsight, 65 U. CHI. L. REV. 571 (1998) (reviewing literature from cognitive psy-
chology that shows tendency of people to exaggerate, with the benefit of hindsight, what 
could have been anticipated in foresight, and considering the implications of this “hind-
sight bias” in specific legal contexts). 
 8. See, e.g., In re Kotzab, 217 F.3d 1365, 1369 (Fed. Cir. 2000) (“A critical step in 
analyzing the patentability of claims pursuant to section 103(a) is casting the mind back 
to the time of invention, to consider the thinking of one of ordinary skill in the art, guided 
only by the prior art references and the then-accepted wisdom in the field.”); In re Dem-
biczak, 175 F.3d 994, 999 (Fed. Cir. 1999) (“Measuring a claimed invention against the 
standard established by section 103 requires the oft-difficult but critical step of casting 
the mind back to the time of invention . . . .”). 
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obvious, as the statute requires, “to one of ordinary skill in the 
art.”9 

In this understanding, the statutory admonition to consider nonobvious-
ness from the perspective of PHOSITA provides an additional safeguard 
against hindsight and works in tandem with the admonition to evaluate 
nonobviousness at the time the invention was made. But the problem of 
making determinations of nonobviousness from the perspective of a 
skilled practitioner is distinct from the problem of hindsight, and presents 
a very different risk. The risk posed by evaluating obviousness at a later 
date rather than “at the time the invention was made” is that the bar will be 
set too high. The risk posed by assigning the evaluation to a decision-
maker who does not have ordinary skill in the art is that the bar will be set 
too low. 

While the Federal Circuit has actively scrutinized obviousness deter-
minations to detect and correct any “hindsight” bias, it has all but ignored 
the statutory directive that judgments of nonobviousness be made from the 
perspective of PHOSITA. Today, PHOSITA sits on the sidelines of obvi-
ousness analysis. Courts consult PHOSITA on the scope, content and 
meaning of prior art references but not on the ultimate question of whether 
the invention would have been obvious at the time it was made in light of 
the prior art. The resulting analysis excludes from consideration the judg-
ment, intuition and tacit knowledge of ordinary practitioners in the field 
that cannot be documented in the written record. The written record under-
states the technological know-how that active practitioners bring to bear 
upon a problem, particularly in fields of industrial technology that offer 
few incentives to publish.  

The technological skill of patent examiners may provide a proxy for 
the tacit knowledge of PHOSITA, but examiners are at best former practi-
tioners whose practical technological skills inevitably decline with time. 
Moreover, the Federal Circuit actively discourages examiners from relying 
on their own technological skill in evaluating inventions, reprimanding 
them for failing to document the basis for decisions that explicitly rest 
upon their own common sense.10 
                                                                                                                         
 9. 793 F.2d 1565, 1574 (Fed. Cir. 1986) (emphasis added) (citations omitted); see 
also Al-Site Corp. v. VSI Int’l Inc., 174 F.3d 1308, 1324 (Fed. Cir. 1999) (“[T]he level of 
skill in the art is a prism or lens through which a judge or jury views the prior art and the 
claimed invention. This reference point prevents these deciders from using their own in-
sight or, worse yet, hindsight, to gauge obviousness.”). 
 10. In re Lee, 277 F.3d 1338, 1345 (Fed. Cir. 2002) (“‘Common knowledge and 
common sense,’ even if assumed to derive from the agency’s expertise, do not substitute 
for authority when the law requires authority.”) (citation omitted); In re Zurko, 258 F.3d 
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In this Article, I consider the possibility of giving the USPTO input 
from currently active technological practitioners in evaluating the obvi-
ousness of claimed inventions. Such input could potentially serve three 
useful functions. First, it could improve the accuracy of USPTO decision-
making by providing access to the perspective of actual practitioners as to 
the obviousness of inventions from the perspective of the hypothetical 
PHOSITA. Second, it could help the USPTO document the evidentiary 
basis for rejections that rest in part upon tacit knowledge within techno-
logical communities. Third, it could provide a quality control mechanism 
that would improve the credibility of USPTO decisions as to what is obvi-
ous. This mechanism should provide timely advice in a cost-effective 
manner while minimizing risks of bias and conflict of interest. 

II. THE DIMINISHED ROLE OF PHOSITA IN JUDICIAL 
DECISIONS 

Judicial decisions have assigned a far lesser role to PHOSITA in 
evaluating nonobviousness than one might expect from parsing the lan-
guage of the statute. Courts have marginalized the role of PHOSITA by 
presuming that PHOSITA is incapable of innovation and by treating de-
terminations of nonobviousness as conclusions of law.11 They have further 
marginalized PHOSITA’s role by enhancing the relevance of nontech-
nological evidence of nonobviousness,12 by requiring evidence of “sugges-
tion” to combine references from the prior art to establish obviousness,13 
and by reversing rejections that rely on “common sense” rather than ex-
plicit documentation in prior art. Rather than turning to PHOSITA for a 
skilled appraisal of what would have been obvious at the time the inven-
tion was made, courts simply invoke PHOSITA’s understanding to deter-
mine what the prior art references disclose and suggest, making the ulti-
mate determination of nonbviousness themselves. This approach has left 
                                                                                                                         
1379, 1386 (Fed. Cir. 2001) (“The Board cannot simply reach conclusions based on its 
own understanding or experience—or on its assessment of what would be basic knowl-
edge or common sense.”); In re Rouffet, 149 F.3d 1350, 1358 (Fed. Cir 1998) (rejecting 
Board’s conclusion because it failed to “explain the specific understanding or principle”). 
 11. Aktiebolaget Karlstads Mekaniska Werkstad v. U.S. Int’l Trade Comm’n, 705 
F.2d 1565, 1575 (Fed. Cir. 1983) (“Obviousness is a legal conclusion based on factual 
determinations and not a factual determination itself.”) (citation omitted). 
 12. Ruiz v. A.B. Chance Co., 234 F.3d 654, 667 (Fed. Cir. 2000) (“‘Evidence of 
secondary considerations may often be the most probative and cogent evidence in the 
record.’”) (quoting Stratoflex, Inc. v. Aeroquip Corp., 713 F.2d 1530, 1538 (Fed. Cir. 
1983)). 
 13. Beckson Marine, Inc. v. NFM, Inc., 292 F.3d 718, 728 (Fed. Cir. 2002); SIBIA 
Neurosciences, Inc. v. Cadus Pharm. Corp., 225 F.3d 1349 (Fed. Cir. 2000). 
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the courts with considerable room for active judicial review. The Federal 
Circuit has deployed judicial review in ways that make it harder to estab-
lish nonobviousness, diminish the role of nonobviousness in limiting what 
may be patented, and reduce the threat of patent invalidity. In the process, 
it has arguably disregarded the statutory language and permitted the issu-
ance of patents on routine advances within easy reach of technological 
practitioners of ordinary skill. 

In Graham v. John Deere Co., the U.S. Supreme Court included the 
level of ordinary skill in the art in its enumeration of “several basic factual 
inquiries” to be made in the course of applying the statutory standard: 

Under § 103, the scope and content of the prior art are to be de-
termined; differences between the prior art and the claims at is-
sue are to be ascertained; and the level of ordinary skill in the 
pertinent art resolved. Against this background, the obviousness 
or nonobviousness of the subject matter is determined.14 

Yet in its own application of the standard, the Court simply compared the 
prior art to the claimed inventions and offered its own assessment of obvi-
ousness with no further reference to the skill level of PHOSITA.15 Subse-
quent lower court decisions, while noting that Graham calls for explicit 
factual findings as to skill level, have treated the failure to make such find-
ings as harmless error.16  

Although the Federal Circuit continues to recite the level of ordinary 
skill as one of the necessary findings to be made in applying the nonobvi-
ousness standard, and even acknowledges explicit findings as to skill level 
in the USPTO and the District Courts,17 these findings seem to do little 
work in guiding its own review of the ultimate conclusion as to patentabil-
ity. Instead, the Federal Circuit has generally focused on the prior art ref-
erences themselves, consulting the perspective of PHOSITA only to de-
                                                                                                                         
 14. Graham v. John Deere Co., 383 U.S. 1, 17 (1965). 
 15. Nor did the Court appear to rely on any findings concerning the level of ordinary 
skill in the art in its evaluation of the obviousness of the inventions at issue in its subse-
quent decisions in Anderson’s Black Rock, Inc. v. Pavement Salvage Co., 396 U.S. 57 
(1969), Dann v. Johnston, 425 U.S. 219 (1976), and Sakraida v. Ag Pro, Inc., 425 U.S. 
273 (1976). See 2 DONALD S. CHISUM, CHISUM ON PATENTS § 5.03[4][a] (2004). 
 16. E.g., Okajima v. Bourdeau, 261 F.3d 1350, 1354, 1356 (Fed. Cir. 2001) (noting 
factual inquiries described by Graham but finding “no legal error in the absence of spe-
cific findings as to the level of ordinary skill”); Contico Int’l, Inc. v. Rubbermaid Com-
mercial Prod., Inc., 665 F.2d 820, 824 n.9 (8th Cir. 1981); Whitley v. Road Corp., 624 
F.2d 698 (5th Cir. 1980).  
 17. E.g., Brown & Williamson Tobacco Corp. v. Philip Morris, Inc., 229 F.3d 1120, 
1125 (Fed. Cir. 2000) (agreeing with district court’s finding on education and experience 
level of PHOSITA). 
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termine what those references would reveal and suggest to a trained reader 
rather than to illuminate whether the invention would have seemed obvi-
ous to such a person.18  

One reason for this diminished role for PHOSITA is a judicial pre-
sumption, with little if any support in the statutory language, that 
PHOSITA is an uncreative plodder, incapable of making inventions of his 
own. This presumption was frankly stated by the late Judge Rich in Stan-
dard Oil Co. v. American Cyanamid Co.: 

The statutory emphasis is on a person of ordinary skill, and one 
should not go about determining obviousness under § 103 by in-
quiring into what patentees (i.e., inventors) would have known 
or would likely have done, faced with the revelations of refer-
ences. A person of ordinary skill in the art is also presumed to be 
one who thinks along the line of conventional wisdom in the art 
and is not one who undertakes to innovate, whether by patient, 
and often expensive, systematic research or by extraordinary in-
sights, it makes no difference which.19 

This reading of the statute, which implies that patentees necessarily pos-
sess more than ordinary skill, inverts the relationship between the skill of 
PHOSITA and the standard of nonobviousness from the reading set forth 
in the introduction to this article. To Judge Rich, the skill of PHOSITA 
                                                                                                                         
 18. E.g., In re Rouffet, 149 F.3d 1350, 1359 (Fed. Cir. 1998) (stating that the 
USPTO Board did not err in relying on “lofty skill level” in the art to find that references 
would be understood to disclose all of the elements of the claimed invention, but reversi-
bly erred in relying upon the high level of skill in the art to provide the necessary motiva-
tion to combine the references). 
 19. 774 F.2d 448, 454 (Fed. Cir. 1985). Judge Rich sometimes invoked his past role 
as a drafter of the statutory language in support of his own interpretations of the language 
of the Patent Act. E.g., Paulik v. Rizkalla, 760 F.2d 1270, 1276 (Fed. Cir. 1985) (Rich, J., 
concurring). Judge Rich stated in Paulik: 

I write in order to express some additional thoughts respecting 35 
U.S.C. § 102(g) as a member of the group which drafted that sec-
tion. . . . In my view, considering what I know to have been the intent 
of [§ 102(g) of the Patent Act], it has been thoroughly misapplied by 
the board and the dissent here . . . by applying to § 102(g) a kind of 
stultifying literalism . . . misconstruing a section which was intended to 
be merely a codification of preexisting case law precedents . . . . 

Id. (Rich, J., concurring). See generally Giles S. Rich, Congressional Intent—Or, Who 
Wrote the Patent Act of 1952?, in SOUTHWESTERN LEGAL FOUNDATION, PATENT 
PROCUREMENT AND EXPLOITATION: PROTECTING INTELLECTUAL RIGHTS 61, 78 (1963) 
(quoting a member of the patent subcommittee that held hearings on the Patent Act for 
the proposition that Judge Rich and the other drafters of the statute “far more than any 
member of the House or Senate, knew and understood what was intended by the language 
used”). 
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does not establish a floor for patentable inventions; rather, it is the legal 
standard for patentability that sets a ceiling for the skill level of 
PHOSITA. If practitioners in a particular field tend to be innovative (or, 
for that matter, to get patents), one must, apparently, consult the perspec-
tive of practitioners who have less than ordinary skill (or at least less than 
average skill) in order to maintain Judge Rich’s presumption that 
PHOSITA “is not one who undertakes to innovate.” This interpretation is 
in considerable tension with the statutory language. At best, it is circular, 
defining nonobviousness (and therefore patentability) by reference to the 
skill level of PHOSITA, and then defining PHOSITA’s skill level by ref-
erence to capacity to make patentable (that is, nonobvious) inventions. At 
worst, it sets the stage for a downward spiral in which the standard of pat-
entability falls as courts exclude patentees from consideration in assessing 
the skill level of PHOSITA, making it easier to obtain patents, and leading 
inexorably to a further lowering of judicial expectations for PHOSITA as 
yet more practitioners become patentees. 

Apart from projecting low expectations onto PHOSITA, the Federal 
Circuit has made a number of other moves that curtail the relevance of 
PHOSITA to nonobviousness determinations. Soon after its formation, the 
Federal Circuit followed the Court of Customs and Patent Appeals in 
holding that the ultimate determination of obviousness is a legal conclu-
sion subject to plenary review on appeal, rather than a factual determina-
tion subject to a more deferential standard of review.20 The Supreme Court 
opinion in Graham was ambiguous on this point,21 although earlier deci-
sions of the Court had generally treated the presence or absence of pat-

                                                                                                                         
 20. Aktiebolaget Karlstads Mekaniska Werkstad v. U.S. Int’l Trade Comm’n, 705 
F.2d 1565, 1575 (1983). 
 21. The Supreme Court stated: 

While the ultimate question of patent validity is one of law . . . the 
§ 103 condition, which is but one of three conditions, each of which 
must be satisfied, lends itself to several basic factual inquiries. Under 
§ 103, the scope and content of the prior art are to be determined; dif-
ferences between the prior art and the claims at issue are to be ascer-
tained; and the level of ordinary skill in the pertinent art resolved. 
Against this background, the obviousness or nonobviousness of the 
subject matter is determined. Such secondary considerations as com-
mercial success, long felt but unsolved needs, failure of others, etc., 
might be utilized to give light to the circumstances surrounding the ori-
gin of the subject matter sought to be patented.  

Graham v. John Deere Co., 383 U.S. 1, 17-18 (1965). The opinion goes on to draw an 
analogy to determinations of negligence, which the courts have sensibly treated as mixed 
determinations of law and fact. 
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entable invention as a question of fact, as had some circuit court decisions 
prior to the formation of the Federal Circuit.22  

Treating judgments of obviousness as unalloyed legal conclusions em-
phasizes the legal nature of the statutory standard itself, while ignoring the 
factual nature of the task of applying that standard to specific cases. Inas-
much as PHOSITA has no expertise in deciding legal questions, this ap-
proach obscures the relevance of PHOSITA’s views about what would 
have been obvious at the time the invention was made, notwithstanding 
the apparent centrality of those views under the statutory language. It also 
leaves considerable room for active judicial review of the ultimate conclu-
sion, irrespective of any findings of fact concerning skill level. 

The Federal Circuit has further limited the significance of PHOSITA’s 
views by attaching heightened importance to nontechnological evidence 
when evaluating obviousness.23 Although the statutory language defines 
nonobviousness in purely technological terms, the Supreme Court recog-
nized in Graham that “[s]uch secondary considerations as commercial 
success, long felt but unsolved needs, failure of others, etc., might be util-
ized to give light to the circumstances surrounding the origin of the subject 
matter sought to be patented. As indicia of obviousness or nonobvious-
ness, these inquiries may have relevancy.”24 The Federal Circuit has ele-
vated the status of such nontechnological evidence from the explicitly 
“secondary” role posited by the Supreme Court to a position of equal dig-
nity with the primary inquiries—scope and content of the prior art, differ-
ences between the claimed invention and the prior art, and level of skill in 
the art—specified in the statute itself.25 Indeed, the Federal Circuit has 
substituted the laudatory term “objective evidence” for the more equivocal 
                                                                                                                         
 22. For a review of early Supreme Court cases on this question, see 2 CHISUM, su-
pra note 15, § 5.04[3][a]. See also Moore v. Shultz, 491 F.2d 294, 300 (10th Cir. 1974) 
(“[N]onobviousness is itself a factual question.”) (citation omitted); Koppers Co. v. Fos-
ter Grant, 396 F.2d 370, 372 (1st Cir. 1968) (“In this situation, although, within limits, a 
question of law, the determination whether a discovery of a new combination is or is not 
obvious must be a question of fact.”). 
 23. Many commentators have remarked upon the significance of this change, in-
cluding Adelman, supra note 1, at 989, Lunney, supra note 1, at 375, and Quillen, supra 
note 1, at 193. 
 24. Graham, 383 U.S. at 17-18. 
 25. E.g., Ruiz v. A.B. Chance Co., 234 F.3d 654, 662-63 (Fed. Cir. 2000) (listing 
Graham factors, including secondary considerations such as commercial success and 
long-felt but unsolved need); Apple Computer, Inc. v. Articulate Sys., Inc., 234 F.3d 14, 
26 (Fed. Cir. 2000) (same); Yamanouchi Pharm. Co., Ltd. v. Danbury Pharmacal, Inc., 
231 F.3d 1339 (Fed. Cir. 2000) (same); Stratoflex, Inc. v. Aeroquip Corp., 713 F.2d 
1530, 1538 (Fed. Cir. 1983) (“Indeed, evidence of secondary considerations may often be 
the most probative and cogent evidence in the record.”). 
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“secondary evidence” in its own usage,26 suggesting that reception of the 
invention by consumers is a more reliable indicator of its obviousness or 
nonobviousness than a technological evaluation from the perspective of 
PHOSITA. 

Moreover, the Federal Circuit has downgraded PHOSITA from the 
role of skilled evaluator of obviousness that the statute seems to contem-
plate to the more limited role of skilled reader of prior art. Even within 
this diminished role, the Federal Circuit has shown little confidence in 
PHOSITA’s ability to use what he reads. Although earlier decisions pic-
tured PHOSITA as possessing active awareness of all of the prior art and 
fully capable of considering references collectively,27 the Federal Circuit 
has rejected this approach in favor of a more restrictive “suggestion” test 
for determining when references may be combined to establish obvious-
ness.28 Under this test, an invention consisting of multiple elements, each 
of which is disclosed in a different prior art reference, is nonetheless pre-
sumed to be nonobvious absent a showing through “objective evidence of 
record” of “some teaching, suggestion or motivation in the prior art to 
make the specific combination that was made by the applicant.”29 This ap-
proach extends Judge Rich’s presumption that PHOSITA is a conventional 
thinker who is not inclined to innovate by further presuming that 
PHOSITA lacks the capacity to synthesize the teachings of others on his 
own. It is difficult to reconcile this approach with the Supreme Court’s 
admonition in Graham that the skill level of PHOSITA is a factual ques-
tion that must be resolved before determining whether an invention is ob-
vious.30 In some fields, presumably, such a factual inquiry might reveal 
that ordinary practitioners have the skill to seek and combine elements on 
their own initiative without needing to be prompted by suggestion.31 
                                                                                                                         
 26. E.g., Beckson Marine, Inc. v. NFM, Inc., 292 F.3d 718, 726 (Fed. Cir. 2002); 
Yamanouchi, 231 F.3d at 1343; In re Dembiczak, 175 F.3d 994, 998 (Fed. Cir. 1999). 
 27. E.g., In re Winslow, 365 F.2d 1017, 1020 (C.C.P.A. 1966) (“We think the 
proper way to apply the 103 obviousness test to a case like this is to first picture the in-
ventor as working in his shop with the prior art references—which he is presumed to 
know—hanging on the walls around him.”). 
 28. E.g., In re Huston, 308 F.3d 1267 (Fed. Cir. 2002) (requiring that prior art pro-
vide motivation, suggestion or teaching which would lead an individual to combine the 
relevant teachings of the references); In re Thrift, 298 F.3d 1357 (Fed. Cir. 2002) (same); 
In re Lee, 277 F.3d 1338 (Fed. Cir. 2002) (same). 
 29. In re Rouffet, 149 F.3d 1350, 1355-56 (Fed. Cir. 1998). 
 30. See Graham v. John Deere Co., 383 U.S. 1, 17-18 (1965). 
 31. Further complexities arise from decisions holding that even in the presence of 
explicit suggestion in the prior art, an invention might nonetheless be nonobvious if it is 
merely “obvious to try,” unless the prior art affords a basis for a reasonable expectation 
of success. In re Merck & Co., 800 F.2d 1091 (Fed. Cir. 1986). Although the focus on 
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The Federal Circuit has chastised the USPTO for invoking the high 
skill level32 or even “common sense”33 of PHOSITA to explain the obvi-
ousness of an invention consisting of multiple elements that are not com-
bined in a single prior art reference. As a formal matter, the Federal Cir-
cuit has consistently acknowledged that the necessary “suggestion” to 
combine elements need not be explicit in prior art references, but might 
instead be found in “the knowledge of one of ordinary skill in the art” or 
in “the nature of the problem to be solved.”34 But when the USPTO has 
relied upon skill level rather than prior art to explain why the differences 
between the prior art and the claimed invention would have been obvious, 
the Federal Circuit has often reversed, accusing USPTO of “falling into 
the hindsight trap.”35 The court’s skepticism reached an apogee in the case 
of In re Lee,36 in which it vacated a rejection for obviousness that rested 
on a combination of two references. Although the examiner and USPTO 
Board thought that “common knowledge and common sense” would pro-
vide motivation to combine the references, the Federal Circuit held that 
this approach was too conclusory to satisfy the requirements of the Ad-
ministrative Procedure Act: 

The Board’s findings must extend to all material facts and must 
be documented on the record, lest the “haze of so-called exper-
tise” acquire insulation from accountability. “Common knowl-
edge and common sense,” even if assumed to derive from the 
agency’s expertise, do not substitute for authority when the law 
requires authority . . . . Thus when they rely on what they assert 
to be general knowledge to negate patentability, that knowledge 
must be articulated and placed on the record.37 

                                                                                                                         
reasonable expectation of success would seem to call for an inquiry directed towards 
PHOSITA, the Federal Circuit has sometimes required that the expectation of success be 
documented in the prior art. See, e.g., In re Vaeck, 947 F.2d 488, 493 (Fed. Cir. 1991). 
 32. Rouffet, 149 F.3d at 1357-58. 
 33. In re Lee, 277 F.3d 1338, 1344-45 (Fed. Cir. 2002); In re Zurko, 258 F.3d 1379, 
1385 (Fed. Cir. 2001). 
 34. Beckson Marine, Inc. v. NFM, Inc., 292 F.3d 718, 728 (Fed. Cir. 2002); SIBIA 
Neurosciences, Inc. v. Cadus Pharm. Corp., 225 F.3d 1349 (Fed. Cir. 2000). 
 35. In re Kotzab, 217 F.3d 1365, 1371 (Fed. Cir. 2000) (“In this case, the Examiner 
and the Board fell into the hindsight trap.”); In re Dembiczak, 175 F.3d 994, 999 (Fed. 
Cir. 1999) (“In this case, the Board fell into the hindsight trap.”); Rouffet, 149 F.3d at 
1358 (“[T]his court infers that the examiner selected these references with the assistance 
of hindsight. This court forbids the use of hindsight in the selection of references that 
comprise the case of obviousness.”) (citation omitted). 
 36. 277 F.3d 1338 (Fed. Cir. 2002). 
 37. Id. at 1344-45 (citations omitted). 
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Recent decisions appear to retreat somewhat from this approach. The 
Federal Circuit has affirmed rejections for obviousness despite gaps in 
tracing the chain of inferences that support an implied “suggestion.”38 It 
has also acknowledged that the scientific competence of examiners and 
administrative patent judges might equip them to draw informed infer-
ences about the motivation that prior art would provide to PHOSITA.39 
Furthermore, the Federal Circuit has recognized that the suggestion or mo-
tivation to combine references need not be expressly stated in the prior art, 
but may come from reasoning based on established scientific principles or 
legal precedent.40 Each of these approaches for rejecting a claim, however, 
requires “particular findings” grounded in objective evidence,41 with the 
practical effect of excluding from the analysis the tacit knowledge ordi-
nary practitioners commonly possess. Once again, the effect is to divert 
attention from PHOSITA’s judgment and skill in evaluating inventions for 
obviousness, and to refocus it upon the meaning of the prior art references. 

The concern about hindsight that motivates the focus on what can be 
documented in the prior art is a legitimate worry. Once one knows some-
thing, it can be a difficult mental exercise to pretend not to know it.42 

                                                                                                                         
 38. E.g., In re Huston, 308 F.3d 1267, 1280 (Fed. Cir. 2002) (noting that the 
Board’s “conclusions are cryptic, but they are supported by the record”). 
 39. E.g., In re Berg, 320 F.3d 1310, 1315 (Fed. Cir. 2003). The court in Berg stated: 

As persons of scientific competence in the fields in which they work, 
examiners and administrative patent judges on the Board are responsi-
ble for making findings, informed by their scientific knowledge, as to 
the meaning of prior art references to persons of ordinary skill in the art 
and the motivation those references would provide to such persons. Ab-
sent legal error or contrary factual evidence, those findings can estab-
lish a prima facie case of obviousness. 

Id. 
 40. In re Eli Lilly & Co., 902 F.2d 943 (Fed. Cir. 1990) (evaluating obviousness of 
claimed invention by comparing it with legal precedents analyzing relationship between 
invention and prior art); In re Fine, 837 F.2d 1071 (Fed. Cir. 1988) (motivation to com-
bine references may come from “knowledge generally available to one of ordinary skill 
in the art”); In re Sernaker, 702 F.2d 989, 994-95 (Fed. Cir. 1983) (“[W]e agree, it was 
not necessary that the prior art suggest expressly or in so many words, the ‘changes or 
possible improvements’ the inventor made. It was only necessary that he apply ‘knowl-
edge clearly present in the prior art.’”) (emphasis in original) (citation omitted). The case 
law is summarized for examiners in § 2144 of the Manual of Patent Examining Proce-
dures, available on the Internet at http://www.uspto.gov/web/offices/pac/mpep/docu-
ments/2100_2144.htm.  
 41. See In re Kotzab, 217 F.3d 1365, 1370 (Fed. Cir. 2000) (“Whether the Board 
relies on an express or an implicit showing, it must provide particular findings related 
thereto. Broad conclusory statements standing alone are not ‘evidence.’”). 
 42. See Rachlinski, supra note 7 (studying the problem of hindsight knowledge). 
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Moreover, the language of § 103 explicitly points to the prior art as a 
benchmark for evaluating the obviousness of the invention—“if the differ-
ences between the subject matter sought to be patented and the prior art 
are such that . . .”—and specifies that the obviousness of the invention 
should be considered “at the time the invention was made.”43 Plainly, one 
cannot apply the standard without comparing the invention to the prior art.  

But the statutory language just as plainly specifies that the obviousness 
of an invention is to be determined from the perspective of PHOSITA: 
“[T]he subject matter as a whole would have been obvious . . . to a person 
having ordinary skill in the art to which said subject matter pertains.”44 
The statutory specification of whose assessment of obviousness matters 
(obvious to whom?) is as essential to the evaluation as the statutory speci-
fication of the background prior art (obvious compared to what?). Indeed, 
it is difficult to make sense of a nonobviousness standard that could be 
applied simply by comparing the invention to the prior art without refer-
ence to some benchmark capacity for adapting the prior art to the problem 
at hand, and “ordinary skill in the art” is the benchmark specified by Con-
gress. 

III. WHAT PHOSITA KNOWS 
Bringing this perspective to bear upon nonobviousness determinations 

undoubtedly requires more than scrutinizing the prior art. Active practitio-
ners of a technology bring more to a problem than may be found in written 
prior art, including training, judgment, intuition, and tacit knowledge ac-
quired through field experience. Scientific and technological work involve 
the application of craft skills that are familiar to practitioners but defy ex-
plicit articulation.45 The gap between the skill of ordinary practitioners and 
the written record of prior art is likely to be particularly significant in in-
                                                                                                                         
 43. 35 U.S.C. § 103 (2000). 
 44. Id. § 103. 
 45. As explained by Jerome Ravetz: 

The craftsman works with particular objects; he must know their prop-
erties in all their particularity; and his knowledge of them cannot be 
specified in a formal account. Indeed, no explicit description of a 
craftsman’s techniques, and of the objects on which he works, can be 
more than the simplest elements of the subject. They can be useful for 
the beginner, but he must develop a personal, tacit knowledge of his 
objects and what he can do with them, if he is to produce good work. 
Indeed, much of his technique may not even have the character of con-
scious knowledge; by experience, his hands and eyes have taught them-
selves. 

JEROME R. RAVETZ, SCIENTIFIC KNOWLEDGE AND ITS SOCIAL PROBLEMS 75-76 (1971). 
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it remains possible to challenge the validity of the patents. An issued pat-
ent enjoys a presumption of validity48 but a defendant charged with in-
fringement may nonetheless avoid liability by proving that the invention 
was obvious to a PHOSITA at the time it was made. This provides another 
opportunity to introduce the perspective of practitioners of ordinary skill 
in evaluating the obviousness of an invention. The defendant can offer tes-
timony of an expert witness who will review the prior art and explain why 
it would have made the invention obvious, and the patent owner will pre-
dictably counter with its own expert telling the opposite story. But while 
this adversarial exchange of expert testimony might afford an extensive 
evidentiary record in support of a conclusion of either obviousness or 
nonobviousness, it is unlikely to yield a dispassionate technological as-
sessment of the invention. By this point the stakes are high, the experts 
know who hired them, and the adversarial setting is more likely to polarize 
opinions and distort evidence than to reveal how the invention would have 
seemed at the time it was made to the inventor’s contemporaries in the 
technology community. Moreover, the Federal Circuit requires that the 
facts underlying a holding of invalidity for an issued patent be shown by 
clear and convincing evidence,49 an extraordinary burden in civil litigation 
that may be difficult to meet with opinion testimony based upon tacit 
knowledge.50 The possibility of showing obviousness through expert tes-
timony in infringement litigation is unlikely to correct for deficiencies in 
the evidentiary basis for the initial determination of nonobviousness in the 
USPTO. 

IV. CONSULTING PHOSITA 
A better mechanism for bringing the perspective of PHOSITA to bear 

upon obviousness determinations would be to permit the USPTO to con-
sult with outside technology practitioners at an earlier stage in the process. 
Such a mechanism could supplement the expertise of examiners by giving 
them access to the actual knowledge of current practitioners, including 
                                                                                                                         
tween the subject matter sought to be patented and the prior art,” the statutory standard 
necessarily presumes that the hypothetical PHOSITA is familiar with the prior art, but it 
does not stop there. It goes on to attribute “ordinary skill in the art” to the hypothetical 
evaluator.  
 48. 35 U.S.C. § 282 (2000). 
 49. Buildex, Inc. v. Kason Indus., Inc., 849 F.2d 1461,1463 (Fed. Cir. 1988). 
 50. See, e.g., Upjohn Co. v. Mova Pharm., 225 F.3d 1306, 1311 (Fed. Cir. 2000) 
(“The record does not contain substantial evidence in support of Dr. Rodriguez’ conclu-
sion that it would have been obvious to make this change. . . . At this critical point in the 
determination of obviousness, there must be factual support for an expert’s conclusory 
opinion.”). 
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tacit knowledge. It would permit the USPTO to document the obviousness 
of inventions that are not disclosed or explicitly suggested in prior art, but 
that are nonetheless obvious to one with the skills and tacit knowledge of 
PHOSITA. Moreoever, this mechanism could be especially valuable in 
arts that are relatively new entrants into the patent system, such as com-
puter-implemented inventions and business methods, for which the written 
record is a particularly inadequate approximation of the actual knowledge 
of PHOSITA.  

The USPTO does not have any procedures for consulting the judgment 
of current technological practitioners when applying patentability stan-
dards prior to the issuance of patents. Although third parties may submit to 
the USPTO written citations to prior patents and printed publications with 
a bearing on patentability “at any time”51 and request reexamination of a 
patent on the basis of such prior art,52 the statute explicitly prohibits “pro-
test or other form of pre-issuance opposition” while a patent application is 
pending unless the applicant gives written consent.53 The USPTO has im-
plemented this statutory directive in a rule that permits third parties to 
submit patents and printed publications relevant to a pending published 
patent application during a two-month window, but forbids the inclusion 
of “any explanation of the patents or publications, or any other informa-
tion.”54 Thus, these provisions limit third-party participation to written 
prior art references and leave no room for showing the skills or tacit 
knowledge of PHOSITA.55 Moreover, the input that these provisions are 
likely to generate comes from interested parties rather than disinterested 
representatives of the technological community. 

In contrast to the USPTO, most federal agencies charged with admin-
istering legal standards that turn on scientific or technical determinations 
have mechanisms in place for consulting the judgments of outside experts, 
including scientific advisory boards and peer review mechanisms.56 Some-
times mandated by Congress and sometimes implemented voluntarily as a 

                                                                                                                         
 51. 35 U.S.C. § 301. 
 52. Id. § 302. 
 53. Id. § 122(c). 
 54. 37 C.F.R. § 1.99(d) (2004). 
 55. The USPTO has offered alternative proposals for amending the patent laws to 
provide for a more robust system of post-grant review of patent claims as part of its 21st 
Century Strategic Plan. The overall plan is posted at http://www.uspto.gov/web/offices/-
com/strat21/stratplan_03feb2003.pdf, and the specific action paper on post-grant review 
is posted at http://www.uspto.gov/web/offices/com/strat21/action/sr2.htm [hereinafter 
USPTO PLAN].  
 56. See generally SHEILA JASANOFF, THE FIFTH BRANCH: SCIENCE ADVISORS AS 
POLICYMAKERS (1990). 
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matter of agency discretion, these mechanisms take a variety of forms and 
have been subject to a variety of criticisms. At their best, these mecha-
nisms provide agencies with a quality control check on the scientific basis 
for controversial decisionmaking, and thereby fortify the technocratic 
claims of agency staff to autonomy and deference. The George W. Bush 
Administration recently underscored the importance of peer review of the 
scientific basis for agency decisions through release of a Proposed Bulletin 
on Peer Review and Information Quality.57  

Criticism of agency peer review has highlighted some hazards to con-
sider in adapting peer review to the needs of the patent system. Peer re-
view inevitably delays administrative response times and adds to the bur-
den of inertia confronting those who seek government action.58 In some 
contexts, critics have charged that scientific review cloaks in scientific 
garb what are ultimately political choices made in the face of scientific 
uncertainty.59 Many commentators have noted that peer review is prone to 
conflict of interest and reinforces bias in favor of orthodox views.60  

Concerns about delays and conflict of interest seem more pertinent to 
the challenge of providing peer input to the USPTO on determinations of 
obviousness than concerns about cloaking political choices in scientific 
garb or about reinforcing bias in favor of orthodox views. Obviousness 
determinations involve evaluations of past technological accomplishments 
rather than predictions of future consequences, leaving somewhat less 
room for distortion on the basis of politics or scientific orthodoxy. Sheila 
Jasanoff has suggested that peer review is better at “cementing consensus 
among scientists of similar disciplinary training and outlook” than it is at 
resolving scientific uncertainty or disagreement about political choices.61 

                                                                                                                         
 57. OFFICE OF MANAGEMENT & BUDGET, PROPOSED BULLETIN ON PEER REVIEW 
AND INFORMATION QUALITY (2003) [hereinafter OMB PEER REVIEW BULLETIN], at 
http://www.whitehouse.gov/omb/inforeg/peer_review_and_info_quality.pdf. 
 58. See OMB Watch’s Response to OMB’s Peer Review Bulletin (Aug. 29, 2003), 
at http://www.ombwatch.org/article/articleprint/1771/-1/1. 
 59. E.g., JASANOFF, supra note 56, at 59-60 (describing demands for peer review of 
the basis for EPA risk regulation from industry and the Reagan administration during the 
1980s).  
 60. E.g., Fiona Godlee & Kay Dickersin, Bias Subjectivity,Chance, and Conflict of 
Interest in Editorial Decisions, in PEER REVIEW IN HEALTH SCIENCES 57-78 (Fiona 
Godlee & Tom Jefferson eds., 1999) [hereinafter PEER REVIEW IN HEALTH SCIENCES]; 
Christine Wennerås & Agnes Wold, Bias in Peer Review of Research Proposals, in PEER 
REVIEW IN HEALTH SCIENCES, supra, at 79-89; David F. Horrobin, The Philosophical 
Basis of Peer Review and the Suppression of Innovation, 263 JAMA 1438 (1990). 
 61. JASANOFF, supra note 56, at 62. 
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This observation suggests that the identification of obvious inventions is a 
task for which peer review is relatively well suited.  

Nonetheless, several features of the patent system complicate the task 
of developing a suitable mechanism.62 First, the USPTO makes decisions 
involving an extraordinarily broad range of technologies in comparison to 
the decisions made by other agencies such as the Environmental Protec-
tion Agency (EPA) or the Food and Drug Administration (FDA). This 
makes it much harder to put together a scientific advisory board with the 
right technological expertise to render timely advice. Second, the USPTO 
makes many small decisions, most of which ultimately have little impact, 
rather than a small number of high-impact decisions.63 The time and ex-
pense of securing external evaluations for all USPTO decisions would be 
huge, and given that the majority of patents cover technologies that are 
never used, licensed, or litigated, it is hard to justify the expense.64 It is 
difficult to identify ex ante the relative handful of decisions that will prove 
significant enough to warrant costly review.65 Third, the legally-mandated 
confidentiality of pending patent applications might require deferral of 
disclosure to outsiders for at least 18 months after filing, and perhaps until 
issuance of a patent if the applicant is not seeking patent protection outside 
the United States.66 Patent applicants from industry might legitimately 
worry about competitive harm from premature disclosure of their inven-
tions to other practitioners. Even worse, a practitioner who works (or con-
sults) for a competing firm might have a material interest in advising the 
USPTO to reject a patent claim despite (or even because of) its technical 
merits. 

These features of USPTO decisions suggest parallels to two other peer 
review systems that differ in significant respects from the scientific advi-

                                                                                                                         
 62. The USPTO currently has no such mechanism in place. Although the USPTO 
has a Public Advisory Committee for Patents, the members of this group are for the most 
part lawyers and the matters upon which it advises the agency concern broad matters of 
policy rather than specific technical issues. 35 U.S.C. § 5 (2000); USPTO, Public Advi-
sory Members, at http://www.uspto.gov/web/offices/com/advisory/notices/members.html 
(last visited Aug. 5, 2004) (posting membership roster). 
 63. Cf. OMB PEER REVIEW BULLETIN, supra note 57, at 9-11 (setting a threshold for 
triggering additional peer review requirements of “especially significant regulatory in-
formation” for decisions “with a possible impact of more than $100 million in any year”).  
 64. Cf. Mark Lemley, Rational Ignorance at the Patent Office, 95 NW. U. L. REV. 
1495, 1508-11 (2001) (arguing that ex ante measures to weed out bad patents are unlikely 
to be worth the expense). 
 65. F.M. Scherer, The Innovation Lottery, in EXPANDING THE BOUNDARIES OF 
INTELLECTUAL PROPERTY 3-21 (Rochelle Dreyfuss et al. eds., 2001).  
 66. 35 U.S.C. § 122. 
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sory boards used by some federal agencies: peer review of submitted arti-
cles for scientific journals and peer review of grant proposals for sponsors. 
In contemplating the available options for introducing peer review into the 
USPTO, it might be instructive to consider the mechanisms used for these 
other systems and the criticisms that have been directed at them. 

Journal peer review comes closest to approximating the challenge that 
the USPTO would face in gathering outside advice across a broad techno-
logical terrain. Although some scientific journals are narrowly specialized, 
some high-impact journals such as Science and Nature cover a broad 
range of subject matter. The editors of these journals need to draw upon 
diverse outside expertise to review and evaluate the claims made in sub-
mitted manuscripts.67 Rather than turning to standing committees of out-
side advisors who meet and deliberate as a group, journal editors typically 
select individuals to consider particular manuscripts on an ad hoc basis.68  
Typically the reviewers know the identity of authors, but the reviewers 
themselves remain anonymous. Reviewers may recommend acceptance, 
rejection, or revisions to improve the manuscript.69 Editors retain substan-
tial control of the entire process, selecting reviewers, collecting their re-
sponses, and making other editorial decisions.70 

There is a burgeoning literature on journal peer review.71 Criticisms of 
journal peer review include that it is costly, slow, and subject to bias and 
conflict of interest.72 Yet journal peer review remains widespread in scien-

                                                                                                                         
 67.  Cf. John Burnham, The Evolution of Editorial Peer Review, 263 JAMA 1323, 
1324 (1990) (“Peer reviewing, in fact, developed in situations in which an editor or edi-
tors lacked the specialized knowledge that would have permitted them to make decisions 
about highly technical articles.”). 
 68.  DARYL E. CHUBIN & EDWARD J. HACKETT, PEERLESS SCIENCE: PEER REVIEW 
AND U.S. SCIENCE POLICY 91-95 (1990) [hereinafter CHUBIN & HACKETT]. 
 69. Greg Myers has compared this process to the negotiations between patent appli-
cant and examiner over the scope of claim language. Greg Myers, Texts as Knowledge 
Claims: The Social Construction of Two Biology Articles, 15 SOC. STUD. OF SCI. 593-630 
(1985). The statutory prohibition against introduction of new matter into a patent disclo-
sure would seem to be a significant distinction between the two processes. 35 U.S.C. 
§ 132(a). 
 70. CHUBIN & HACKETT, supra note 68, at 89, 92-94. 
 71. See, e.g., CHUBIN & HACKETT, supra note 68; STEPHEN LOCK, A DIFFICULT 
BALANCE: EDITORIAL PEER REVIEW IN MEDICINE (1985); PEER REVIEW IN HEALTH 
SCIENCES, supra note 60. Many papers on peer review were generated for a series of in-
ternational conferences on peer review organized by the Journal of the American Medical 
Association and published in special issues of 287 JAMA 21 (2002); 280 JAMA 3 
(1998); 272 JAMA 2 (1994); 263 JAMA 10 (1990).  
 72. Drummond Rennie, Editorial Peer Review: Its Development and Rationale, in 
PEER REVIEW IN HEALTH SCIENCES, supra note 60, at 3-13. 



904 BERKELEY TECHNOLOGY LAW JOURNAL [Vol. 19:885  

 

tific publication and is widely considered a sine qua non for credibility 
and professionalism in scientific work.  

Grant peer review systems, in keeping with the missions of research 
sponsors, tend to be more narrowly focused scientifically. Although de-
tails vary from one sponsor to the next, grant peer review systems often 
bring reviewers together to discuss grant proposals and to make recom-
mendations for funding.73 As with editorial peer review, the sponsor re-
tains considerable control through the selection of reviewers and the reten-
tion of discretion to choose which proposals to fund. Grant peer review 
has been less studied than editorial peer, although it has provoked similar 
criticisms.74 Grant peer review has been further criticized for bias against 
unorthodox approaches and ideas and in favor of scientists and institutions 
that already have established reputations. 75 

Because judgments about obviousness are supposed to proceed from 
the perspective of ordinary practitioners who are steeped in orthodox 
views, the worry about peer review involving bias against unorthodox ap-
proaches seems inapposite in this context. (If anything, conventional 
thinking by patent peer reviewers should make them more easily im-
pressed with the nonobviousness of unorthodox inventions, working in 
favor of those who take new technological approaches.) On the other 
hand, introducing peer review into the patent system could present a sig-
nificant risk that conflict of interest will infect judgments about patentabil-
ity.  

Current practitioners are more likely to share the perspective of 
PHOSITA than past practitioners, whose expertise would likely overlap 
with that of the USPTO examiners. But current practitioners are especially 
likely to have conflicts of interest, particularly if they are working in the 
same industry as the patent applicant. This concern argues for a transpar-
ent process in which the identities of reviewers are disclosed76 and review 
is deferred until applications have become public. It might also be better 
managed in a process that brings multiple reviewers together to deliberate 

                                                                                                                         
 73. CHUBIN & HACKETT, supra note 68, at 19-24. 
 74. Id. at 28-43; Simon Wessely & Fiona Wood, Peer Review of Grant Applica-
tions: A Systematic Review, in PEER REVIEW IN HEALTH SCIENCES, supra note 60, at 14-
27. 
 75.  See, e.g., Gilbert W. Gillespie, Jr., et al., Experience with NIH Peer Review: 
Researcher Cynicism and Desire for Change, 10 SCI., TECH., & HUMAN VALUES 44 
(1985); Rustum Roy, Funding Science: The Real Defects of Peer Review and an Alterna-
tive to It, 10 SCI., TECH., & HUMAN VALUES 73 (1985). 
 76. Cf. OMB PEER REVIEW BULLETIN, supra note 57, at 4-5 (arguing for a transpar-
ent peer review process to enhance the credibility of peer review of regulatory science). 
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and advise the USPTO about categories of patent applications rather than 
relying upon individual evaluations that are independently rendered and 
privately submitted to the agency.77  

The task confronting the patent system is not to select the most worthy 
technologies for reward, but simply to determine whether claimed inven-
tions would have been obvious at the time they were made to PHOSITA. 
Although most peer review systems seek to enlist the expertise of recog-
nized leaders in the field, less distinguished practitioners might be better 
suited to the task of inhabiting the perspective of a hypothetical 
PHOSITA. This should enlarge the universe of practitioners who could 
serve, but the diminished distinction associated with service might none-
theless make it harder to recruit reviewers.78 It may be necessary (or pru-
dent) to compensate reviewers for their service, perhaps under agreements 
that make them temporary employees of the government. The risk of rely-
ing upon volunteers would be that the ranks of those willing to serve 
would tend to be dominated by those with ulterior motives of defeating the 
patents of competitors. 

V. CONCLUSION 
In contrast to other agencies that make decisions at the cutting edge of 

science and technology, the USPTO has no mechanisms in place for con-
sulting the judgment of currently active scientific and technological practi-
tioners before it acts. The special needs and challenges of the patent sys-
tem would undoubtedly call for modifications in established peer review 
mechanisms to develop a suitable model. Plainly, outside review of every 
patent application would not be cost-effective. In selected areas, however, 
outside review of categories of claims might be a useful source of infor-
mation and validation for the USPTO in support of judgments that the Pat-
ent Act mandates be made from the perspective of persons having ordi-
nary skill in the art. The goal should be to provide the USPTO with input 
from current technological practitioners at a relatively early stage in the 
process through a mechanism that yields disinterested advice as to what is 
obvious.79 This input will supplement the disclosures of written prior art 
                                                                                                                         
 77. See, e.g., JASANOFF, supra note 56, at 160-65 (describing successful experience 
of FDA Cardio-Renal Committee in deliberating upon guidelines for a product class, in 
which committee members functioned more as a team of consultants with different per-
spectives to offer and avoided adversarial conflict). 
 78. See, e.g., Rennie, supra note 72, at 8 (“Reviewers appreciate being recognized 
as experts and drawn into the academic body.”). 
 79. This proposal is different from pending recommendations from the USPTO, the 
FTC, and the National Academies of Science to amend the statute to provide for post-
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I. INTRODUCTION 
Under well-settled patent law, the decision regarding whether to grant 

or deny a patent turns on technical fact-finding. The decision maker must 
assess both the relevant written knowledge in a particular art at a given 
time and the general level of skill in the art at that time.1 For example, pat-
ents are supposed to be granted only when, against the background of the 
knowledge that existed at the time of invention, the invention would not 
have been obvious to the person having ordinary skill in the art 
(PHOSITA).2 Although this nonobviousness determination is ultimately 
considered a question of law, the Supreme Court has repeatedly empha-
sized that it involves inquiry into technical facts.3 Thus, a key question to 
consider in evaluating proposals to improve the patent system is how such 
proposals allocate fact-finding power.4  

                                                                                                                         
 © 2004 Arti K. Rai  
 † Visiting Professor, Yale Law School, and Professor of Law, Duke Law School. I 
thank Stuart Benjamin, Bob Cook-Deegan, John Duffy, and participants at the sympo-
sium on Ideas into Action: Implementing Reform of the Patent System for very helpful 
comments. 
 1. See, e.g., Graham v. John Deere Co., 383 U.S. 1 (1966) (holding that the nonob-
viousness standard enunciated in Section 103 of the patent statute requires factual inquiry 
into “scope and content of the prior art” and into “ordinary skill in the pertinent art”).  
 2. Id. 
 3. Id. at 17; see also Dennison Mfg. v. Panduit Corp., 475 U.S. 809 (1986) (re-
manding to the Federal Circuit with specific instructions on deference to the trial court’s 
factual determinations regarding nonobviousness).  
 4. Some might argue that, case law notwithstanding, technical fact-finding should 
not be particularly relevant because the PHOSITA is a policy construct designed to 
achieve the economic goal of promoting invention and further develop-
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The recommendations that the Federal Trade Commission (FTC) and 
the National Academy of Sciences (NAS) make in their reports could have 
a substantial impact on which patent institution has power over fact-
finding. This is particularly true with respect to the recommendations that 
one or more reports makes in the following three arenas: judicial defer-
ence to the ordinary U.S. Patent and Trademark Office (USPTO) decision 
to issue a patent; USPTO and Court of Appeals for the Federal Circuit 
(Federal Circuit) application of the nonobviousness standard; and judicial 
deference to USPTO findings in proposed post-grant review proceedings. 

                                                                                                                         
ment/commercialization of the invention. Cf. FED. TRADE COMM’N, TO PROMOTE 
INNOVATION: THE PROPER BALANCE OF COMPETITION AND PATENT LAW AND POLICY ch. 
1, at 10 (2003) [hereinafter FTC REPORT] (“Competition policy and economic perspec-
tives would ask a somewhat different question, one that focuses on whether and how the 
patent is necessary to encourage innovation.”), available at http://www.ftc.gov/os/2003/-
10/innovationrpt.pdf. Thus, for example, whether an invention is nonobvious to a 
PHOSITA is a policy question, not a technical one. This argument misses the mark, how-
ever. Although the PHOSITA is undoubtedly a policy construct, the central policy ques-
tion of whether an invention is likely to arise absent a patent incentive is closely linked to 
technical issues. In particular, if the ordinary technician in a given art could readily for-
mulate a particular invention from knowledge of what has come before, that invention 
will likely arise without the need for patent-related output restrictions and deadweight 
loss. Moreover, although technically difficult inventions may well arise without a patent 
(especially if the research is, for example, federally funded), the technical difficulty of an 
invention often serves as a reasonably transparent and reliable proxy for determining the 
extent to which a patent incentive may be important. Id. at 11 (noting that the “more 
manageable standards of the patent system” help to address the less administrable policy 
question). Of course, there may be cases where other policy reasons favor granting a pat-
ent. For example, an invention such as a therapeutic drug could be technically obvious 
but expensive to commercialize. In that case, a patent on the prototype drug could pro-
vide the monopoly security necessary for such commercialization. Alternatively, it is 
conceivable an invention could be technically obvious but nonetheless expensive to gen-
erate. In each of these cases, purely economic considerations might weigh in favor of 
granting a patent. For an argument along these lines, see, for example, Dan Burk & Mark 
Lemley, Policy Levers in Patent Law, 89 VA. L. REV. 1575, 1660-62 (2003) (arguing that 
purely economic factors should be a secondary consideration used in the nonobvious 
analysis). More generally, as various commentators, including the FTC, NAS, and this 
author, have recognized, the Federal Circuit can, and should, explicitly enunciate inter-
pretations of the patent law that take into account the expanding economic literature on 
patents, including literature that illustrates the different role patents play in different in-
dustries. See FTC REPORT, supra, EXECUTIVE SUMMARY, at 17, reprinted in 19 BERKELY 
TECH. L.J. 861, 880-81 (2004) [hereinafter FTC EXECUTIVE SUMMARY]; NAT’L ACAD. OF 
SCIS., A PATENT SYSTEM FOR THE 21ST CENTURY 4-5 (Stephen A. Merrill et al. eds., 
forthcoming 2004) [hereinafter NAS STUDY], available at http://www.nap.edu/books/-
0309089107.html; Arti K. Rai, Engaging Facts and Policy: A Multi-Institutional Ap-
proach to Patent System Reform, 103 COLUM. L. REV. 1035, 1102-1134 (2003). These 
sorts of arguments do not, however, obviate the need for technical fact-finding.  
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The FTC’s approach to power allocation is relatively explicit: the 
USPTO’s factual findings should be accorded a low level of deference 
when made in the context of an ordinary patent grant; significant defer-
ence when made in the context of a patent denial; and perhaps the highest 
level of deference when made in a post-grant review.5 While the NAS 
Study does not focus as explicitly on how courts should treat USPTO fact-
finding, its recommendations also have significant implications for power 
allocation.  

In this Article, I evaluate the power allocation that would emerge from 
each report’s recommendations. I argue that, in their areas of overlap, both 
the FTC and NAS reports properly account for the fact-finding compe-
tence—or lack thereof—of the USPTO. Where the reports diverge, how-
ever, the FTC report may do a better job of accurately diagnosing, and 
suggesting remedies for, the relevant fact-finding problem. In contrast 
with the NAS, which would treat the USPTO’s fact-finding role as mini-
mal, at least outside the context of post-grant review, the FTC’s recom-
mendations account for one context—the patent denial—where USPTO 
fact-finding could be accurate.  

This Article is organized around the three contexts in which the re-
ports’ recommendations have an impact on the allocation of fact-finding 
power. Part II evaluates the recommendation made explicitly by the FTC 
and somewhat more implicitly by the NAS, that the fact-finding associated 
with USPTO patent grants be accorded a relatively low level of deference. 
This recommendation appears appropriate: even though patent examiners, 
and the USPTO more generally, probably possess more technical expertise 
than other government actors, reducing the burden associated with chal-
lenging patent validity also takes into account the institutional pressures 
that are likely to cause examiners to grant questionable patents. Part III 
discusses why raising the nonobviousness standard in the manner the FTC 
advocates effectively asks the Federal Circuit to be more deferential to 
USPTO patent denials. The FTC’s recommendation is apt: unlike USPTO 
patent grants, USPTO patent denials are likely to invoke usefully its tech-
nical expertise. In contrast, the NAS recommendations regarding nonobvi-

                                                                                                                         
 5. FTC EXECUTIVE SUMMARY, supra note 4, at 8 (post-grant review), reprinted in 
19 BERKELEY TECH. L.J. 861, 869-70 (2004); id. at 8-10 (ordinary patent grants), re-
printed in 19 BERKELEY TECH. L.J. 861, 870-72; id. at 11-12 (nonobviousness-based pat-
ent denials), reprinted in 19 BERKELEY TECH. L.J. 861, 873-75. For a somewhat similar 
point, see Rai, supra note 4, at 1077, which discusses the Federal Circuit’s deferential 
view of USPTO fact-finding in the context of patent grants but not in the context of pat-
ent denials and arguing that the Federal Circuit has gotten the asymmetry “precisely 
backwards.”  
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ousness may not take sufficient account of the USPTO’s technical exper-
tise. Part IV discusses the reports’ recommendations on how courts should 
view the results of post-grant review proceedings. While the FTC explic-
itly, and correctly, urges a high level of deference to USPTO fact-finding 
in the post-grant review, the NAS does not address the issue. There are, 
however, good reasons for the Federal Circuit to give significant deference 
to findings made by the USPTO in post-grant review proceedings.  

As noted, the FTC Report, and to a lesser extent the NAS Study, rec-
ommend changes in levels of deference. While tweaking of deference lev-
els is a hallmark of our legal system, the issue of whether such alteration 
actually affects judicial behavior remains open: for a variety of reasons, 
effects on judicial behavior may be difficult to discern empirically. The 
Article therefore concludes with a section, Part V, discussing mechanisms 
for empirical evaluation of altered deference levels.  

II. CHALLENGES TO FACT-FINDING IN USPTO PATENT 
GRANTS 

The FTC Report recommends altering the burden of proof associated 
with challenging the ordinary patent grant.6 According to the FTC, over-
coming the presumption of patent validity enunciated in the patent statute 
should require only a preponderance of the evidence, not the clear and 
convincing evidence Federal Circuit case law currently requires.7 Al-
though the NAS does not explicitly recommend altering the burden of 
proof, it reaches a somewhat similar conclusion through its recommenda-
tions on post-grant review. First, the NAS recommends that third party 
patent challenges in a post-grant review proceeding be subject to a pre-
ponderance of the evidence standard.8 Second, the NAS recommends that 
federal district courts be able to refer questions of patent validity to a post-
grant review proceeding, thus confining themselves to issues of infringe-
ment.9 The effect of these recommendations would be the application of a 
preponderance of the evidence standard to a significant percentage of pro-
ceedings.10 
                                                                                                                         
 6. FTC REPORT, supra note 4, ch. 5, at 28 (“[T]here is no persuasive reason why 
the level of that burden should be clear and convincing evidence.”). 
 7. Id. 
 8. NAS STUDY, supra note 4, at 79. 
 9. Id.  
 10. One difficulty with the NAS approach is that it would appear to lead to a situa-
tion where its recommended preponderance of the evidence standard was applied to cer-
tain validity challenges and the Federal Circuit’s recommended clear and convincing evi-
dence standard to other validity challenges.  
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The FTC’s recommendation—and that of the NAS, to the extent it is 
similar—makes sense. Although the patent examiner may come closer 
than any other actor within the government system to having the relevant 
“ordinary skill in the art,” the examiner’s decision to grant a patent should 
nonetheless be viewed with caution. For a number of reasons, examiners 
are unlikely to deny even questionable applications.11 Most notably, be-
cause the application process is ex parte, and the applicants themselves 
have less than optimal incentives to disclose relevant prior art, the exam-
iner must herself find such art.12 Because of the volume of patent applica-
tions, the examiner typically conducts this search in a very short period of 
time (approximately eighteen hours, according to one estimate).13 The 
time pressure faced by the examiner is especially acute in areas like soft-
ware and business methods where the art is diffuse.14 Additionally, exam-
iners are biased in favor of granting patents. This bias emerges because 
they are evaluated according to the number of final dispositions they re-
cord, and it is much easier to secure a final disposition by granting a patent 
than by denying one.15 

Of course, substantially greater levels of funding for the USPTO 
would allow examiners to spend more time finding prior art on each pat-
ent. However, because most patents are neither litigated nor licensed, it 
may be inefficient for examiners to conduct an exhaustive search for prior 
art on each patent.16 A discussion of the level of scrutiny each patent 

                                                                                                                         
 11. See FTC REPORT, supra note 4, ch. 5, at 4-6 (discussing why patent grants may 
be questionable, such as increase in the number of patent applications and decrease in 
amount of time spent evaluating a patent application). A partial list of recent publications 
pointing out the deficiencies of the examination process includes: Shubha Ghosh & Jay 
Kesan, What Do Patents Purchase: In Search of Optimal Ignorance in the Patent Office, 
40 HOUS. L. REV. 1219 (2004); Mark A. Lemley, Rational Ignorance at the Patent Of-
fice, 95 NW. U. L. REV. 1495 (2001); Cecil D. Quillen, Jr. & Ogden H. Webster, Continu-
ing Patent Applications and Performance of the U.S. Patent and Trademark Office, 11 
FED. CIR. B.J. 1 (2001); John R. Thomas, Collusion and Collective Action in the Patent 
System: A Proposal for Patent Bounties, 2001 U. ILL. L. REV. 305. 
 12. FTC REPORT, supra note 3, ch.5, at 7, 8 (stating that a patent applicant has not 
duty to search for prior art and that a patent examiner is “largely on his or her own in 
conducting prior art searches”). 
 13. Lemley, supra note 11, at 1500; see FTC REPORT, supra note 4, ch. 5, at 5 (giv-
ing estimates of time to examine a patent application from start to finish to range from 
eight hours up to twenty-five hours). 
 14. FTC REPORT, supra note 4, ch. 5, at 7. 
 15. Thomas, supra note 11, at 324. 
 16. See Lemley, supra note 11, at 1501 (“Of the roughly two million patents cur-
rently in force [as of 2001], only a tiny number are the basis for lawsuits each year.”) 
(internal footnote omitted). 
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should optimally receive is beyond the scope of this Article.17 One point is 
clear, however: absent substantial change in the USPTO examination 
process for ordinary patent grants, the significant institutional bias in favor 
of grants should overcome any strong presumption in favor of agency 
competence in the fact-finding associated with such grants.18  

In contrast, when the USPTO denies a patent, the fact-finding associ-
ated with the USPTO’s analysis is much more likely to be accurate. This is 
because the patent examiner has the burden of demonstrating the unpat-
entability of the applicant’s assertions, and thus the examiner is required to 
assemble evidence supporting the rejection.19 It is therefore appropriate for 
the Federal Circuit to treat a denial different than a grant. Differential 
treatment is particularly appropriate because, before the denial ever 
reaches the Federal Circuit, the denial will have gone through review at 
the Board of Patent Appeals and Interferences (BPAI).20 The three-
member review board of the BPAI, which is composed of judges skilled in 
the relevant law and frequently even in the relevant science, is hardly a 
rubber stamp for examiner decisions to deny a patent. To the contrary, in 
fiscal year 2002, the BPAI squarely affirmed examiner denials in only 
29.9% of cases; it reversed such denials in 37.4% of cases.21 

III. NONOBVIOUSNESS: THE ROLE OF DEFERENCE TO 
USPTO PATENT DENIALS 

Both reports’ recommendations on nonobviousness underscore the va-
lidity of USPTO fact-finding in the context of patent denials. In at least 
                                                                                                                         
 17. The issue is hard to decide because many of the possible costs of “bad” patents 
are so difficult to quantify. In particular, it is very difficulty to quantify the costs associ-
ated with bad patents that are neither licensed nor litigated. For example, although there 
is some evidence that small firms avoid research and development in areas where larger 
firms have a significant patent presence, see Josh Lerner, Patenting in the Shadow of 
Competitors, 38 J.L. & ECON. 463 (1995), the full extent of such behavior is not known. 
Even if it were known, moreover, the loss to social welfare would be difficulty to quan-
tify. For a discussion of these and other problems associated with quantifying the cost of 
bad patents, see Rai, supra note 4, at 1081-83. 
 18. Notably, changing the burden placed upon the entity challenging patent validity 
would not require building the complex coalitions necessary for legislative action. 
Rather, the Federal Circuit would merely have to alter its requirement that “clear and 
convincing evidence” is needed to overcome the presumption of patent validity. 
 19. See FTC REPORT, supra note 4, ch. 5, at 8. 
 20. 35 U.S.C. § 134 (2000). 
 21. See Bd. of Patent Appeals & Interferences, USTPO, Receipts and Dispositions 
by Technology Centers for Ex Parte Appeals, available at http://www.uspto.gov/web/-
offices/dcom/bpai/docs/receipts/fy2002.htm (last modified Nov. 16, 2003) (listing statis-
tics). 
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three of the areas where the reports make nonobviousness-related recom-
mendations—combining prior art references, business method patents, and 
DNA patents—one key problem has been the Federal Circuit’s failure to 
recognize that the USPTO can, and should, be allowed to insert its knowl-
edge of the art into the patent examination process. While the FTC directly 
addresses this problem, the NAS analysis is less clear, particularly with 
respect to business method patents. 

The FTC Report recommends that the Federal Circuit relax application 
of its so-called “suggestion” test for combining references to show obvi-
ousness.22 Although this recommendation applies to all cases before the 
Federal Circuit, whether based on appeals from a district court or from the 
USPTO, the FTC rightly focuses on some recent Federal Circuit opinions 
in which the court has forbidden the USPTO from combining references 
based on common knowledge in the art.23 The examiner instead must point 
to a specific written reference that suggests the combination is obvious.24 
Because skilled scientists and engineers have little motivation to publish 
what is already well known, this requirement may make the examiner’s 
task virtually impossible.  

A similar lack of deference to USPTO fact-finding, in this case fact-
finding regarding what constitutes appropriate prior art, is the root cause 
of the problem in one of the nonobviousness contexts on which the NAS 
Study focuses—the context of gene patents.25 As I have argued at length 
elsewhere,26 the Federal Circuit’s refusal to engage USPTO arguments 
that DNA isolation methods routinely used by genomic scientists should 
be considered appropriate prior art in sequence patentability determina-
tions has effectively eliminated the nonobviousness standard as a bar to 
patentability in sequence cases.27 The NAS Study recognizes the Federal 
                                                                                                                         
 22. FTC REPORT, supra note 4, ch. 4, at 15. 
 23. Id. at 10-11. 
 24. Id. at 10; see, e.g., In re Sang-Su Lee, 277 F.3d 1338 (Fed. Cir. 2002) (noting 
that a suggestion to combine cannot rely on “common knowledge and common sense”); 
see also In re Dembiczak, 175 F.3d 994 (Fed. Cir. 1999) (overturning, on improper com-
bination of prior art grounds, a USPTO determination that a patent application for a plas-
tic garbage bag decorated to look like a jack-o-lantern when filled with trash or leaves 
was obvious). 
 25. NAS STUDY, supra note 4, at 75-78 (discussing in particular In re Deuel, 51 
F.3d 1552 (Fed. Cir. 1995)). 
 26. Rai, supra note 4, at 1069. 
 27. Some have argued that the Deuel case may have represented an attempt by the 
Federal Circuit to preserve patentability of DNA sequences that the court (like the 
USPTO) knew were technically obvious on the grounds that such sequences are nonethe-
less expensive to generate. See, e.g., Karen Boyd, Nonobviousness and the Biotechnology 
Industry: A Proposal for a Doctrine of Economic Nonobviousness, 12 BERKELEY TECH. 
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Circuit’s failure to examine whether gene sequence patents are technically 
inventive,28 but it does not note the extent to which the problem has re-
sulted from the Federal Circuit’s rejection of the USPTO’s technically ac-
curate factual findings regarding appropriate prior art.  

Similarly, in the context of discussing business methods, the NAS 
Study recognizes but does not fully diagnose the problem. The NAS ob-
serves that many obvious business method patents may have been granted 
because of the difficulty examiners face in finding written references stat-
ing common knowledge in the art.29 Rather than suggesting that the Fed-
eral Circuit allow some role for the knowledge and skill of the examiner, 
however, the NAS recommends that expert testimony be used.30 More-
over, because testimony by a USPTO-chosen expert during the ex parte 
proceeding might be inappropriately biased against the applicant,31 expert 
testimony should come in during the post-grant review, where experts on 
both sides could testify.32  

Thus, the NAS approach, like that of certain Federal Circuit opinions, 
forbids examiners from relying on their ordinary knowledge. Indeed, be-
cause the NAS considers ex parte expert testimony to be inappropriate as 
well,33 no patent could be denied based upon ordinary knowledge unless it 
happened to be challenged in a post-grant review proceeding.  

The argument in favor of the NAS approach is that it would ensure 
that the system produced fewer false negatives—denials of patents that 
should have been granted. The NAS Study hints at this rationale by em-

                                                                                                                         
L.J. 311 (1997). This rationale seems dubious since DNA isolation techniques are rela-
tively inexpensive. A better “economic nonobviousness” argument might rest on the need 
for expensive follow-on development. Presumably this rationale would be particularly 
persuasive when the sequence patent covers what is effectively a therapeutic. However, 
the doctrinal mechanism by which the Deuel case reduces the nonobviousness standard 
for DNA patents—eliminating DNA isolation methods as relevant prior art—also leads to 
a situation where DNA patent scope is quite narrow. Although narrow scope is not neces-
sarily problematic when such DNA patents represent research tools (and, indeed, may be 
affirmatively useful in reducing the transaction costs associated with licensing), narrow 
scope may be quite problematic for DNA patents that are effectively therapeutic products 
and hence need significant protection to induce follow-on development. 
 28. NAS STUDY, supra note 4, at 68. 
 29. Id. at 74 (noting that “scientists, artisans, and creative people generally speaking 
strive to publish non-obvious information”) (emphasis original). 
 30. Id. at 68. 
 31. Id. at 74. 
 32. Id.  
 33. The NAS does not explain why, given the pressure on examiners to grant pat-
ents, the examiner would pick an expert biased against granting the patent. 
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So, one might be puzzled at the Federal Circuit’s decision making. 
With respect to gene patents, one could argue that In re Deuel, which re-
jected the USPTO’s factual determinations regarding appropriate prior art 
and thereby virtually eliminated the nonobviousness standard for DNA 
patents,38 was decided in 1995 and thus would perhaps be decided differ-
ently in the post-Zurko landscape. Yet, even more puzzling is the 2002 In 
re Lee decision, a case involving electronic video display technology, in 
which the court specifically directed the examiner to refrain from combin-
ing prior art references based on common sense or general knowledge in 
the field.39  

In part the Federal Circuit has been able to resist the natural implica-
tions of Zurko because the Supreme Court was not presented with, and 
hence did not decide, the specific question of whether the appropriate 
standard of APA-based review was “substantial evidence” or “arbitrary 
and capricious.”40 Substantial evidence review, which focuses on evidence 
within the four corners of the agency record, applies to formal agency pro-
ceedings;41 arbitrary and capricious review applies to informal proceed-
ings.42 Although several of the Justices, including Justice Breyer, indicated 
at oral argument that arbitrary and capricious review might be most ap-
propriate given the ex parte, informal nature of the USPTO proceedings,43 
Justice Breyer’s opinion for the majority squarely addressed only the 
threshold issue of APA applicability briefed by the parties. The opinion 
did suggest in passing, however, that the degree of appellate intrusiveness 
allowed by the two APA standards was similar.44 

                                                                                                                         
 38. 51 F.3d 1552 (Fed. Cir. 1995). 
 39. 277 F.3d 1338 (Fed. Cir. 2002). 
 40. 527 U.S. 150 (1999). 
 41. 5 U.S.C. § 706(2)(E) (2000) (stating that a reviewing court shall “set aside 
agency action . . . unsupported by substantial evidence in a case subject to sections 556 
and 557 of this title or otherwise reviewed on the record of an agency hearing provided 
by statute . . . .”).  
 42. 5 U.S.C. § 706(2)(A).  
 43. Transcript of Oral Argument at *4-*8, Dickinson v. Zurko, 527 U.S. 150 (1999) 
(No. 98-377), available at 1999 WL 190969. 
 44. Dickinson v. Zurko, 527 U.S. 150, 158 (1999) (citing association of Ass’n of 
Data Processing Serv. Orgs., Inc. v. Bd. of Governors of Fed. Reserve Sys., 745 F.2d 
677, 683-84 (D.C. Cir. 1984), for that proposition). Contrary to Justice Breyer, a few Su-
preme Court opinions, as well as commentary by some administrative law scholars, indi-
cate that substantial evidence is somewhat less deferential than arbitrary and capricious 
review, primarily because in the former context the agency must put all of its reasoning 
on the record. Verkuil, supra note 37, at 689 (positing that arbitrary and capricious re-
view yields a somewhat higher affirmance rate than substantial evidence review); see 
also Am. Paper Inst., Inc. v. Am. Elec. Power Serv. Corp., 461 U.S. 402, 412-13 & n.7 
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The Court probably did not contemplate the liberties that the Federal 
Circuit would take with the legal gap left open by the Zurko decision. 
Contrary to Justice Breyer’s suggestion at the Zurko oral argument, the 
Federal Circuit has determined that the relevant standard of review is sub-
stantial evidence.45 Additionally, contrary to the suggestion of the Zurko 
majority, it has argued that this standard is considerably less deferential 
than the arbitrary and capricious standard.46  

Cases like In re Lee underscore the odd fit between stringent substan-
tial evidence review and informal proceedings. In Lee, the Federal Circuit 
emphasized that the examiner’s knowledge of the technology could not 
count as “evidence.”47 But since the examiner cannot call witnesses to tes-
tify about common knowledge in an industry in an ex parte proceeding, 
the examiner is forced to try to find a reference stating the common 
knowledge. Such a search is resource-intensive, if not futile. Either the 
examiner’s knowledge should count as evidence or the Federal Circuit 
should adopt arbitrary and capricious review, which does not require that 
all relevant information be “on the record” and is also the more logical 
standard of review for informal proceedings like the USPTO examination 
process.  

Greater deference to USPTO fact-finding in the context of nonobvi-
ousness-based patent denials, coupled with less deference to patent grants, 
would probably increase the number of false negatives in the system. In 
other words, some valid patent applications would be denied. But there is 
no reason to believe that false negatives are worse than false positives—
that is, the granting of invalid patents. The current system appears to be 
tilted in favor of false positives, and these reforms would be a step towards 
redressing the balance.  

IV. POST-GRANT REVIEW PROCEEDINGS: PRESUMPTION 
OF VALIDITY 

The FTC Report recommends implementing a post-grant review pro-
cedure that would allow third parties to raise novelty, nonobviousness, 
written description, enablement, and utility questions.48 An administrative 
patent judge would preside over the review, which would be a trial-type 

                                                                                                                         
(1983) (indicating that the arbitrary and capricious standard is more lenient than the sub-
stantial evidence standard). 
 45. In re Gartside, 203 F.3d 1305, 1312 (2000). 
 46. Id. 
 47. 277 F.3d 1338 (Fed. Cir. 2002). 
 48. FTC REPORT, supra note 4, ch. 5, at 23-24. 
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proceeding with opportunity for cross-examination and limited discov-
ery.49 Similarly, the NAS Study recommends that Congress create an 
“Open Review” procedure to enable third parties to challenge the validity 
of issued patents in a trial-type administrative proceeding conducted by 
the PTO.50  

Both reports favor such proceedings on the grounds that such proceed-
ings would allow interested private parties to bring forward information 
about prior art.51 Notably, patents that are challenged in post-grant review 
are likely to be the ones that would otherwise be litigated.52 Addressing 
potentially invalidating information about such patents in the context of a 
USPTO administrative proceeding should be significantly cheaper than in 
the trial context.53 Although important questions regarding protection 
against undue patentee harassment and the length of time a patent would 
remain subject to post-grant review would need to be addressed, the argu-
ment in favor of post-grant review proceedings is persuasive.  

Given the time and expense associated with post-grant review pro-
ceedings, the manner in which courts treat the conclusions reached in 
those proceedings is important. The FTC Report argues that Congress, in 
enacting legislation establishing post-grant review, should require signifi-
cant judicial deference to determinations made in such proceedings.54 Spe-
cifically, the Report suggests that courts should review deferentially not 
only underlying USPTO fact-finding, but also the ultimate legal conclu-
sions regarding validity reached by the USPTO.55 The FTC’s recommen-
dation has merit. More so than in granting patents, or perhaps even in de-
nying them, the USPTO is likely to be accurate in its post-grant reviews. 

                                                                                                                         
 49. Id. at 24. 
 50. NAS STUDY, supra note 4, at 79.  
 51. See FTC REPORT, supra, note 4, ch. 5, at 19 (“Post-grant review offers substan-
tial opportunities to improve patent quality by drawing upon the information and exper-
tise of competitors. . . . [A] competitor engaged in an administrative challenge to a patent 
will be well-positioned to supply the best prior art.”); NAS STUDY, supra note 4, at 79. 
 52. Empirical study of opposition proceedings at the European Patent Office indi-
cates that “high-value” patents tend to be opposed. Stuart Graham et al., Patent Quality 
Control: A Comparison of U.S. Patent Re-examinations and European Patent Opposi-
tions, in PATENTS IN THE KNOWLEDGE-BASED ECONOMY (Wesley Cohen & Steve Merrill 
eds., 2003).  
 53. This assumes, of course, that the administrative process is appropriately stream-
lined and that the agency’s comparative technical and legal expertise will allow it to re-
solve validity issues more expeditiously than would a non-specialist district court. The 
separation of the validity issue from the question of infringement, a move that is often not 
possible in district courts, should also contribute to efficiency. 
 54. FTC REPORT, supra note 4, ch. 5, at 24 & n.173. 
 55. Id. at 24. 
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The USPTO will presumably have access not only to information about 
ordinary skill in the art but also to most of the relevant prior art.56 Plenary 
review of the patent validity question, to the extent it turns on facts par-
ticular to the case, would not only be inefficient, but it would be likely to 
yield inaccurate results. Moreover, to the extent that courts, particularly 
the Federal Circuit, might evade deference on the factual questions under-
lying obviousness and other validity issues by simply asserting that valid-
ity is a legal question to be reviewed de novo,57 the FTC’s suggestion that 
Congress mandate deference on legal questions is quite prescient.58 Con-
versely, the NAS Study’s failure to specify the level of deference that 
courts should give USPTO determinations made in post-grant review pro-
ceedings is a missed opportunity. 

V. A CAUTIONARY NOTE ON OUTCOMES (AND 
EVALUATION THEREOF) 

One might reasonably ask whether tweaking deference levels by alter-
ing burdens of proof and standards of review actually affects case out-
comes. Arguably, legal doctrines regarding deference are, in actual appli-
cation, sufficiently indeterminate that they do not affect judicial decision-
making. Indeed, the Federal Circuit’s apparent resistance to the implica-
tions of Zurko, discussed above, is not an isolated case; rather, it parallels 
resistance by other appellate courts to the Supreme Court’s demands of 
deference to agency decision making.59  

No empirical study of which I am aware specifically focuses on case 
outcomes as a function of modifications in deference levels. One possible 

                                                                                                                         
 56. See supra note 51 and accompanying text. 
 57. Arguably, the Federal Circuit has made precisely this move in the area of claim 
construction. 
 58. FTC REPORT, supra note 4. ch. 5, at 24. (“[S]uch a post-grant proceeding 
[should] be declared a delegation of authority permitting the ensuing PTO conclusions of 
law to carry the force of law.”). One important difficulty with the FTC recommendation 
is that there might be cases where the court’s decision to reverse a post-grant review va-
lidity determination made by the USPTO resulted not from disagreement over facts but, 
rather, genuine disagreement over a general principle of law or policy. Giving the 
USPTO primary power over legal interpretations and policy determinations is problem-
atic. A discussion of which patent institution should have primary interpretive and policy-
making power is, however, beyond the scope of this paper. For some thoughts on that 
question, see generally Rai, supra note 4.  
 59. See Peter H. Schuck & E. Donald Elliott, To the Chevron Station: An Empirical 
Study of Federal Administrative Law, 1990 DUKE L.J. 984, 1027 n.114 (discussing resis-
tance by D.C. Circuit and other lower courts of Supreme Court directives demanding 
deference). 
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study might look at the percentage of patents invalidated before and after 
American Hoist & Derrick Co. v. Sowa & Sons, Inc., the Federal Circuit’s 
first decision to hold that challengers prove invalidity by “clear and con-
vincing evidence.”60  

John Allison and Mark Lemley’s study of judicial patent decisions be-
tween 1989 and 1996 does indicate that during this period courts held pat-
ents invalid in approximately 50% of the cases where validity was at issue 
and decided.61 In contrast, in the pre-Federal Circuit era, courts upheld the 
validity of patents in approximately 30-40% of the cases where validity 
was at issue.62 This data suggests that if the Federal Circuit were to reverse 
course and establish a preponderance of the evidence standard for chal-
lenging patent grants, lower courts might well invalidate patents more fre-
quently.63  

However, any analysis of the effect of a change in burden of proof that 
is based on data from litigated cases must necessarily be quite speculative. 
Litigated cases represent only a small, nonrandom sample of relevant case 
disputes. Hence, selection bias problems are pervasive. George Priest and 
Benjamin Klein’s “divergent expectations” model of selection bias posits 
that parties litigate civil disputes only when the result of litigation under 
the applicable set of standards is unclear.64 When the result is unclear, 
each side has a 50% chance of winning.65 Thus, in the context of patent 
grants, the model would predict a 50% invalidation rate irrespective of 
what burden of proof was employed.66  

                                                                                                                         
 60. 725 F.2d 1350, 1360 (Fed. Cir. 1984). A rigorous study would of course not 
only look at raw percentages but would also attempt to control for other factors. 
 61. John Allison & Mark A. Lemley, Empirical Evidence on the Validity of Liti-
gated Patents, 26 AIPLA Q.J. 185, 205-06 (1998). In contrast, in the pre-Federal Circuit 
era, it appears courts upheld the validity of patents in approximately 30-40% of the cases 
where validity was at issue.  
 62. See, e.g., P.J. Federico, Adjudicated Patents, 1948-54, 38 J. PAT. & TRADEMARK 
OFF. SOC’Y 233, 236 (1956). 
 63. Voluntary adoption by the Federal Circuit of a preponderance of the evidence 
standard would of course mean that the Federal Circuit was itself serious about treating 
patents more skeptically. 
 64. See generally George Priest & Benjamin Klein, The Selection of Disputes for 
Litigation, 13 J. LEGAL STUD. 1 (1984). 
 65. Id. 
 66. Id. On the other hand, the applicability of the Priest/Klein model to patent cases 
is not entirely clear. The 30% validity rate common in the era before the Federal Circuit 
itself suggests that various assumptions that underlie the model may not apply. For a cri-
tique of these assumptions, see Daniel Kessler et al., Explaining Deviations from the 
Fifty-Percent Rule: A Multimodal Approach to the Selection for Litigation, 25 J. LEGAL 
STUD. 233 (1996). 
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The difficulty of evaluating whether alteration in a standard of re-
view—in the case of the Federal Circuit, more lenient court review of 
USPTO proceedings—changes outcomes is perhaps even greater. Even 
assuming no selection bias of the Priest/Klein variety and assiduous judi-
cial adherence to the lenient standard, the alteration may not lead to lower 
reversal rates. To the extent that the agency incorporates the liberalization 
of review standards into its work, it may fail to justify its conclusions as 
well as before the liberalization. The net result may be a similar percent-
age of reversals.  

Perhaps not surprisingly, the few empirical studies that have examined 
the relationship between case outcome and standard of review yield mixed 
conclusions. In studying judicial review of the Social Security Administra-
tion (SSA), the Veterans Administration (VA), and agencies charged with 
interpreting the Freedom of Information Act (FOIA), Paul Verkuil found 
little connection between the standard of review purportedly employed 
and the judicial affirmance rate.67 Under the purportedly lenient substan-
tial evidence standard, courts affirmed SSA decisions only 50% of the 
time.68 Under the purportedly stringent de novo standard, courts affirmed 
agency FOIA decisions 90% of the time.69 In contrast, Peter Schuck and 
Donald Elliott determined that, at least in the short term, the Supreme 
Court decision in Chevron,70 which mandated relatively deferential review 
of agencies, significantly affected judicial rates of affirmance, reversal, 
and remand.71  

This is not to suggest that large-scale empirical work to gauge out-
comes should not be done. To the contrary, if tweaking of deference levels 
is going to be effective, particularly in influencing judges, we must have 
quantitative—as well as qualitative—evidence on outcomes.72 Studying 
the phenomenon is necessary to guide it properly.  

VI. CONCLUSION  
The question of which patent institution should have primary power to 

make the factual determinations central to patent validity does not have a 
                                                                                                                         
 67. Verkuil, supra note 37, at 719. 
 68. Id. 
 69. Id. 
 70. Chevron v. Natural Res. Def. Council, 467 U.S. 837 (1984). 
 71. Schuck & Elliot, supra note 59, at 1030-32 (finding change in appellate disposi-
tions that was significant at the 99% level). 
 72. Together with Craig Nard and David Almeling, I am currently analyzing 
USPTO reversal rates at the Federal Circuit before the Federal Circuit decision in Zurko 
and after its decision in Gartside. 
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single answer. Depending on the context, either the ordinary USPTO ex-
amination, a post-grant review examination, or the court system will be 
the most appropriate venue for accurate and efficient fact-finding. Thus 
attempts of the sort made in both reports, but particularly by the FTC, to 
allocate fact-finding power in a manner that is sensitive to institutional 
context make sense. The extent to which finely calibrated attempts to allo-
cate power actually works is of course an empirical question. Much quan-
titative and qualitative work needs to be done on this question, not only 
because such work advances knowledge in the area, but also because the 
results may actually help to allocate power properly in the future.  
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I. INTRODUCTION 
In an environment in which corporate officials complain to Congress 

about the existence of patent “trolls,”1 perhaps it should not come as a sur-
prise that patent law reform proposals are finding a receptive audience. 
Major reports on the patent system compiled by the Federal Trade Com-
mission (FTC)2 and the National Academy of Sciences (NAS)3 advocate a 
number of reforms touching on both the administrative processes of the 
patent system and the treatment of patent rights in the courts. While the 

                                                                                                                                                
 ©  2004 Mark D. Janis 
 † Professor of Law and H. Blair & Joan V. White Intellectual Property Law 
Scholar, University of Iowa College of Law. 
 1. See Patent Quality Improvement: Hearings Before the Subcomm. on Courts, the 
Internet and Intellectual Property of the House Comm. on the Judiciary, 198th Cong. 21 
(2003) [hereinafter Patent Quality Improvement Hearings] (testimony of David Simon) 
(defining patent trolls as “patent system bottom feeders” who buy “improvidently-granted 
patents from distressed companies for the sole purpose of suing legitimate businesses”).  
 2. FED. TRADE COMM’N, TO PROMOTE INNOVATION: THE PROPER BALANCE OF 
COMPETITION AND PATENT LAW AND POLICY (2003) [hereinafter FTC REPORT], available 
at http://www.ftc.gov/os/2003/10/innovationrpt.pdf. 
 3.  NAT’L ACAD. OF SCIS., A PATENT SYSTEM FOR THE 21ST CENTURY (Stephen A. 
Merrill et al. eds., forthcoming 2004) [hereinafter NAS STUDY], available at http://www.-
nap.edu/books/0309089107.html. 



924 BERKELEY TECHNOLOGY LAW JOURNAL [Vol. 19:923  
 

 

reform proposals are not particularly notable for their originality,4 they are 
presented with a tone of urgency that has not been heard for some years. 

The FTC Report identifies patent litigation as one area in need of scru-
tiny and selects the presumption of patent validity5 in patent litigation as a 
particular target for reform. According to the FTC Report, the existence of 
the presumption is “not objectionable” because the patent challenger 
should bear the burden of overcoming the U.S. Patent and Trademark Of-
fice’s (USPTO) determination of patentability.6 The Report’s objections 
focus on the standard of evidence for overcoming the presumption, and 
here, the FTC can discern “no persuasive reason” why the existing clear 
and convincing evidence standard should be retained.7 Instead, patent 
challengers should be able to overcome the presumption of validity by 
evidence that meets the preponderance standard, according to the Report.8  

In one respect, it is not surprising that the FTC has focused on the pre-
sumption of patent validity. The presumption is an easy target; it enhances 
the leverage of the patent trolls.9 However, in another respect, the new fo-
cus on the presumption of validity may seem startling, at least to those 
within the patent community. The Federal Circuit’s pronouncements on 
the presumption of validity have become routine. In dozens of decisions, 
the Federal Circuit has repeated core principles: the patent challenger 
bears the ultimate burden of persuasion on patent invalidity;10 to carry this 
burden, the patent challenger must establish relevant facts by clear and 
convincing evidence;11 clear and convincing evidence is “evidence which 
                                                                                                                                                
 4. Most of the proposals are eerily familiar, having been proposed—and 
discarded—in previous episodes of patent law reform stretching back to the 19th 
Century. I have previously commented on the reiterative nature of patent law reform. 
Mark D. Janis, Patent Abolitionism, 17 BERKELEY TECH. L.J. 899 (2002). 
 5. 35 U.S.C. § 282 (2000) (providing in relevant part that, “A patent shall be 
presumed valid. Each claim of a patent . . . shall be presumed valid independently of the 
validity of other claims . . . . The burden of establishing invalidity of a patent or any 
claim thereof shall rest on the party asserting such invalidity.”). 
 6. FTC REPORT, supra note 2, ch. 5, at 28. 
 7. Id. 
 8. Id. 
 9. According to David Simon, “These patent trolls have the presumption of validity 
on their side. It is difficult to convince a jury of patent invalidity in light of the 
heightened evidentiary standard of clear and convincing evidence.” Patent Improvement 
Quality Hearings, supra note 1, at 4 (testimony of David Simon). 
 10. See, e.g., New England Braiding Co. v. A.W. Chesterton Co., 970 F.2d 878, 882 
(Fed. Cir. 1992) (“The presumption acts as a procedural device which places the burden 
of going forward with evidence and the ultimate burden of persuasion of invalidity at trial 
on the alleged infringer.”). 
 11. See, e.g., Geneva Pharm., Inc. v. GlaxoSmithKline PLC, 349 F.3d 1373 (Fed. 
Cir. 2003) (upholding summary judgment of invalidity for double patenting). 
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produces in the mind of the trier of fact an abiding conviction that the truth 
of the factual contentions is highly probable.”12  

This Article critically examines the FTC’s proposals concerning the 
presumption of validity. In Part II, I identify two general functions of pre-
sumptions in law, the expressive and instrumental functions. In Part III, I 
argue that the FTC’s proposal overlooks the expressive function of the 
presumption of patent validity and I consider the insights that might be 
gained from considering the expressive function. In Part IV, I analyze the 
FTC’s arguments touching on the instrumental function of the presump-
tion of validity, and conclude that they are plausible, but deserve refine-
ment and further probing. 

II. EXPRESSIVE AND INSTRUMENTAL FUNCTIONS OF 
PRESUMPTIONS 

The FTC Report’s proposal to reform the presumption of validity pro-
vokes some fundamental questions about patent validity adjudication. 
Most directly, the Report encourages the patent community to think more 
carefully about what the presumption of validity is designed to accom-
plish. We might answer the question by returning to first principles—by 
considering the functions that presumptions are generally designed to per-
form in law and evaluating the reform proposals in light of those func-
tions. 

The Supreme Court has provided a framework for understanding pre-
sumptions and standards of evidence for overcoming presumptions. In 
Addington v. Texas,13 a civil commitment case involving a debate over the 
applicability of the clear and convincing standard (as opposed to the be-
yond a reasonable doubt standard), the Court attributed two functions to 
standards of proof: (1) “to indicate the relative importance attached to the 
ultimate decision;”14 and (2) to allocate the risk of error between the liti-
gants.15 The first may be described as the “expressive” function and the 
second as an “instrumental” function. 

Evaluating a rule in light of its expressive function requires identifying 
the rule’s overlying message and assessing that message’s impact. Schol-
ars have recognized that many debates “over the appropriate content of 
law” are in some part “debates over the statement that law makes”—that 

                                                                                                                                                
 12. Buildex, Inc. v. Kason Indus., Inc., 849 F.2d 1461, 1463 (Fed. Cir. 1988) 
(internal quotation marks and citation omitted). 
 13. 441 U.S. 418 (1979). 
 14. Id. at 423. 
 15. Id. 
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is, debates over law’s expressive function.16 A legal rule might be expres-
sive in a weaker and a stronger sense. In the weaker sense, a rule may be 
purely symbolic, intended to accomplish nothing other than to make a 
statement, and it may succeed even if it is never actually enforced.17 In the 
stronger sense, a rule might be designed to provide a baseline for the even-
tual fashioning of new norms of behavior, without a tight connection be-
tween the rule and the behavior. The rule is designed to accomplish some-
thing other than merely to make a statement, but the statement is at least as 
important as the precise manner in which the rule is enforced.18 For exam-
ple, the presumption of innocence in criminal cases is emblematic of our 
paramount concern about individual freedom and our deeply-rooted dis-
trust of the power of the state. If the legislature proposed to “reform” the 
presumption of innocence, any thoughtful analysis of that proposal would 
need to consider how the proposal might alter the overlying message asso-
ciated with the presumption and the broad social consequences of that al-
teration. An analysis that considered only the projected effects on actual 
case outcomes would be incomplete. 

Evaluating a rule in light of its instrumental function requires assessing 
how the rule affects case outcomes. For example, in a criminal case, we 
might justify the strong presumption of innocence and its associated be-
yond a reasonable doubt standard by asserting that the overwhelming 
share of the risk of error (meaning an erroneous legal determination deriv-
ing from the found facts) should be allocated to the state.19 By contrast, in 
an ordinary civil case for damages, we might argue that no particular pre-
sumption is justified; the risk of error should be allocated equally among 
the parties, and thus application of a preponderance of the evidence stan-
dard would be appropriate.20 If these respective classes of cases are con-
sidered to lie at opposite extremes of a spectrum, then there may be a class 
of intermediate cases that correlate with an intermediate standard. Civil 
cases may fall into this intermediate zone when the interests at stake are 
more important than loss of money, and in such cases, it would be inap-
propriate to allocate the risk of error equally. Thus, a moderate presump-
tion should apply coupled to an intermediate standard, such as the clear 
and convincing standard, for overcoming the presumption. Accordingly, 
                                                                                                                                                
 16. E.g., Cass R. Sunstein, On the Expressive Function of Law, 144 U. PA. L. REV. 
2021, 2051 (1996). 
 17. Id. at 2023 (asserting that a proscription against flag-burning is an example of a 
rule that is expressive in the weaker sense, in that the flag-burning rule is not necessarily 
designed with the expectation that it will deter potential flag-burners). 
 18. Id. at 2025-27. 
 19. Addington, 441 U.S. at 423-24 (making this argument). 
 20. Id. 
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an analysis of a legal presumption from an instrumental perspective takes 
the presumption as a tool for achieving precise outcomes and assesses 
whether the presumption facilitates those outcomes. 

We can understand the presumption of patent validity against this gen-
eral backdrop. The FTC Report’s proposed reforms to the presumption of 
validity should be considered in light of both the expressive and instru-
mental dimensions of the presumption. I take up that task in the remainder 
of this Article. 

III. EXPRESSIVE FUNCTION OF THE PRESUMPTION OF 
VALIDITY 

Consideration of law’s expressive function has significant implications 
for patent law, a point that I develop in more detail elsewhere.21 Evaluat-
ing the FTC Report’s reform proposals by considering the expressive 
function of the presumption of validity reveals three important insights. 
First, acknowledgment of the presumption’s expressive function reminds 
us that the fact that we have a presumption of patent validity is as signifi-
cant as the precise verbal formulation that we use for the standard of evi-
dence for overcoming the presumption. Second, while it may be easy 
enough to manipulate that verbal formulation, it may be a very different 
and very subtle exercise to control the overlying message that the pre-
sumption of patent validity delivers, especially outside the patent commu-
nity. Third, manipulating the verbal formulation without controlling the 
overlying message may yield some unpleasant surprises.  

In particular, “reforming” the words of the evidentiary standard with-
out controlling the overlying message may, ironically, result in changing 
everything while changing nothing. That is, one possible outcome of the 
proposed change to the preponderance standard for overcoming the pre-
sumption of patent validity is that the change will cause little difference in 
the outcomes of cases but, at least in the short term, those outside the pat-
ent community may perceive a dramatic change in the overlying message. 
Thus, judges will reach the same result that they would have reached un-
der the old standard, substituting the words of the new standard but the 
perception may be that patents are less secure and the patent system de-
serves less respect. 

The Supreme Court made a similar point in Addington. The Court ex-
pressed doubt about whether the choice of standard between clear and 
convincing and preponderance of the evidence would often make a differ-
ence in case outcomes, especially since it would be unwise to expect that 
                                                                                                                                                
 21. Mark D. Janis, Patent Law’s Expressive Quality (Working Paper, 2004). 
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fact finders, particularly lay juries, would be adept at understanding the 
nuanced differences between the standards.22 At the same time, the Court 
resisted the notion that adoption of a particular standard of proof was a 
mere “empty semantic exercise.”23 

To illustrate the point about the potential for divergence between the 
words of the evidentiary standard and the overlying message of the pre-
sumption of validity, I consider three sets of cases: (1) cases immediately 
preceding the creation of the Federal Circuit, compared to early Federal 
Circuit cases; (2) more recent Federal Circuit cases; and (3) trademark 
cases adopting the preponderance standard. 
A. Pre-Federal Circuit and Early Federal Circuit Cases on the 

Presumption of Validity 
The adoption of the clear and convincing standard is widely attributed 

to the Federal Circuit, as the FTC Report points out.24 The perception that 
the Federal Circuit enhanced the effect of the presumption of validity co-
incides with the generally received wisdom that the Federal Circuit 
adopted a pro-patent bias early in its tenure.25 In turn, this correlates with 
one of the FTC Report’s themes: that the balance between patent and 
competition policy has swung too far in favor of patents.26 

The actual story is more complex. Contrary to common perception, be-
fore the creation of the Federal Circuit, most appellate courts had already 
adopted the clear and convincing standard of evidence for overcoming the 
presumption of patent validity.27 Only the Sixth Circuit appeared to have 
                                                                                                                                                
 22. Addington, 441 U.S. at 424-25. 
 23. Id. at 425. 
 24. FTC REPORT, supra note 2, ch. 5, at 26 n.183. 
 25. Mark D. Janis, Patent Law in the Age of the Invisible Supreme Court, 2001 U. 
ILL. L. REV. 387, 399-401.  
 26. E.g., FTC REPORT, supra note 2, ch. 2, at 18-23. 
 27. It appears that the Courts of Appeals for the Second, Third, Fifth, Seventh, 
Eighth, and Ninth Circuits all had adopted the clear and convincing standard. See, e.g., 2 
DONALD S. CHISUM, PATENTS § 5.06 n.84 (2003) (citing relevant authority). For 
representative language, see, for example., Manufactoring Research Corp. v. Graybar 
Elec. Co., 679 F.2d 1355, 1360 (11th Cir. 1982) (noting that the burden of establishing 
invalidity “is generally an onerous one” and requires the patent challenger to 
“demonstrate invalidity by clear and convincing evidence”), and Hobbs v. United States 
Atomic Energy Commission, 451 F.2d 849, 856 (5th Cir. 1971) (“[T]he presumption of 
patent validity may be rebutted only by a quantum of proof—whether it be called clear 
and convincing or beyond a reasonable doubt—which is greater than a mere 
preponderance.”). The Eighth Circuit followed a “substantial evidence” standard, but 
noted that “the proof which was considered adequate under the substantial evidence 
standard here would also suffice under the clear and convincing evidence test.” Clark 
Equip. Co. v. Keller, 570 F.2d 778, 795 n.17 (8th Cir. 1978). 
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squarely adopted a preponderance standard, and the court still required 
clear and convincing evidence where the prior art at issue was oral testi-
mony of prior invention.28 Despite the Sixth Circuit’s adoption of the pre-
ponderance standard, the overlying message was that the patent system 
was “in distress,”29 and that the presumption of validity was meaning-
less.30 

Soon after the creation of the Federal Circuit, the court adopted the 
clear and convincing standard31—hardly a watershed event, considering 
that the clear and convincing standard was already the majority rule. In 
addition, the Federal Circuit also addressed whether the presumption ap-
plied to prior art that the USPTO never had considered. The court held that 
the presumption still applied to such art, but that the patent challenger’s 
burden was easier to discharge because the added burden of deference to 
the USPTO was absent.32 We might similarly suppose that this, too, was 
                                                                                                                                                
 28. See, e.g., Dickstein v. Seventy Corp., 522 F.2d 1294, 1297 (6th Cir. 1975); see 
also Saginaw Prod. Corp. v. E. Airlines, Inc., 615 F.2d 1136, 1240 (6th Cir. 1980) 
(utilizing the preponderance standard).  
 29. Abe Fortas, The Patent System in Distress, 53 J. PAT. & TRADEMARK OFF. 
SOC’Y 810 (1971). 
 30. According to former Justice Fortas: 

Of course the law says that a properly issued patent is presumptively 
valid. But confronted by judicial hostility, this presumption is about as 
formidable as a silk screen against a machine gun. To many appellate 
judges, the presumption is something to acknowledge, and then to show 
that it’s not controlling. 

Id. at 810. To be sure, the fact that some courts were holding that the presumption of 
validity only applied to art that the USPTO had considered probably contributed to this 
message. 
 31. E.g., Am. Hoist & Derrick Co. v. Sowa & Sons, Inc., 725 F.2d 1350, 1360 (Fed. 
Cir. 1984). Indeed, in doing so, the Federal Circuit rejected a beyond a reasonable doubt 
standard, presumably an inappropriate standard for civil patent cases in the modern 
understanding, but still a formulation that enjoyed considerable support in older patent 
cases. See Trans-World Mfg. Corp. v. Al Nyman & Sons, Inc., 750 F.2d 1552, 1560 (Fed. 
Cir. 1984) (discussing the issue and concluding that it was proper for the district court to 
instruct the jury that the clear and convincing standard applied to invalidity 
determinations). 
 32. According to Judge Rich in American Hoist: 

When no prior art other than that which was considered by the USPTO 
examiner is relied on by the attacker, he has the added burden of 
overcoming the deference that is due to a qualified government agency 
presumed to have properly done its job. . . . [¶] When an attacker, in 
sustaining the burden imposed by § 282, produces prior art or other 
evidence not considered in the USPTO, there is, however, no reason to 
defer to the USPTO so far as its effect on validity is concerned. . . . 
What the production of new prior art or other invalidating evidence not 
before the USPTO does is to eliminate, or at least reduce, the element 
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hardly a notable departure from pre-Federal Circuit law, because it seemed 
to leave courts free to act as they did prior to the establishment of the Fed-
eral Circuit: refusing to give the presumption of validity any real meaning 
in litigation involving newly-discovered prior art. 

Yet the tone of the Federal Circuit’s early opinions on the presumption 
of validity, in the context of other events then occurring in the patent sys-
tem,33 resulted in a very palpable change in the overlying message: the 
new message was that the Federal Circuit had “strengthened” the pre-
sumption of validity and had made it meaningful once again. The lesson 
here is important: there is no strict, inevitable correlation between the 
words of the evidentiary standard and the overlying message delivered by 
the presumption of validity. The message is independently significant for 
purposes of patent policy and, of course, for purposes of patent policy re-
form. 
B. Modern Federal Circuit Cases 

The Federal Circuit has never changed the words of the evidentiary 
standard for overcoming the presumption of patent validity. The court has 
instead repeated the standard in dozens, perhaps hundreds of opinions.34 
Yet it would be a mistake to assume that, because the words of the stan-
dard have remained constant throughout the Federal Circuit’s tenure, the 
message of the presumption of validity has likewise remained constant or 
that there is a tight connection between the words of the standard and spe-
cific case outcomes. 

                                                                                                                                                
of deference due the USPTO, thereby partially, if not wholly, 
discharging the attacker’s burden, but neither shifting nor lightening it 
or changing the standard of proof. 

725 U.S. at 1359 (emphasis original). 
 33. Events such as the consolidation of power in the new court, the character and 
track record of the judges on the new court, and the command that the new court “unify” 
patent law. For more on the before and after story on the presumption of validity, see 
Rochelle Cooper Dreyfuss, The Federal Circuit: A Case Study in Specialized Courts, 64 
N.Y.U. L. REV. 1, 6, 18-21 (1989). 
 34. A few recent examples include: Elan Corp., PLC v. Andrx Pharmaceuticals, 
Inc., 366 F.3d 1336, 1340 (Fed. Cir. 2004) (“Patents are presumed to be valid, 35 U.S.C. 
§ 282 (2000), and an accused infringer challenging the validity of a patent under the on-
sale bar must demonstrate by ‘clear and convincing evidence . . . .’”); Golden Blount, Inc. 
v. Robert H. Peterson Co., 365 F.3d 1054, 1058 (Fed. Cir. 2004) (“To establish 
invalidity, the supporting facts must be shown by ‘clear and convincing evidence.’”); 
Norian Corp. v. Striker Corp., 363 F.3d 1321, 1326 (Fed. Cir. 2004) (“The jury was 
correctly instructed that a party seeking to invalidate a patent must do so by clear and 
convincing evidence.”).  
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The Federal Circuit’s cases contain isolated hints that the standard is 
reasonably fluid despite the court’s pro forma deployment of it. For exam-
ple, when it perceives a good case for invalidating claims, the Federal Cir-
cuit has been known to observe that “even under a ‘clear and convincing’ 
standard, proof need not be airtight.”35 The court has also held that the 
jury need not be instructed that the presumption of validity exists, so long 
as the jury is instructed that facts establishing invalidity must be tested by 
the clear and convincing standard.36  

The Federal Circuit’s Rochester opinion illustrates the fluidity of the 
clear and convincing standard.37 The claims concerned methods to inhibit 
the activity of the human COX-2 enzyme (implicated in arthritis) by ad-
ministering a compound that “selectively inhibits activity of the [COX-2] 
gene product.”38 The patent disclosed the existence and function of COX-
2, as well as a screening assay for determining whether a screened drug 
displayed the COX-2 selectivity.39 However, the patent did not disclose 
any actual drug possessing the desired COX-2 selectivity, and the patentee 
(Rochester) acquiesced in the defendant’s assertion that no actual drug ex-
isted as of the application filing date.40 The defendant (Searle) challenged 
validity on written description grounds and prevailed on summary judg-
ment before the district court.41 On appeal, Rochester argued that because 
Searle had not introduced any evidence in support of the written descrip-
tion theory, Searle could not as a matter of law overcome the presumption 
of validity.42 However, the Federal Circuit disagreed. According to the 
court, the presumption of validity does not foreclose the possibility that 
“the patent in suit proves its own validity” and Rochester’s patent “clearly 
and convincingly does just that.”43  

Rochester reinforces the proposition developed in the preceding sec-
tion: that the Federal Circuit is capable of changing the overlying message 
delivered by the presumption of validity without changing the language of 
the evidentiary standard. If it becomes de rigueur at the Federal Circuit to 

                                                                                                                                                
 35. Buildex Inc. v. Kason Indus., Inc., 849 F.2d, 1461, 1464 (Fed. Cir. 1988) 
(overturning the district court’s fact finding as to the existence of a pre-critical date offer 
as clearly erroneous and thus reversing the district court’s legal conclusion that the patent 
was not invalid for violating the on-sale bar). 
 36. Chiron Corp. v. Genentech, Inc., 363 F.3d 1247 (Fed. Cir. 2004). 
 37. University of Rochester v. G.D. Searle & Co., 358 F.3d 916 (Fed. Cir. 2004). 
 38. Id. at 918 (quoting U.S. Patent No. 6, 048,850 (issued Apr. 11, 2000)).  
 39. Id. 
 40. Id. at 930. 
 41. Id. at 919. 
 42. Id. at 930. 
 43. Id. 
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speak of patents clearly and convincingly proving their own invalidity, 
then, with the passage of time, the overlying message of the presumption 
of validity will change even if the language of the evidentiary standard 
remains constant. 

By analogous reasoning, we should be wary of a reform proposal that 
seeks to effectuate changes in case outcomes simply by changing the lan-
guage of the evidentiary standard. Such a proposal presumes a tight con-
nection between the language of the standard and the outcomes of cases. 
That is, it fixates on the instrumental function of the presumption of valid-
ity to the apparent exclusion of the expressive function. In so doing, it ex-
aggerates the extent to which changes to the language of the presumption 
can be used as a strategy for fine-tuning the patent systems. 
C. Trademark Cases: Experience with the Preponderance 

Standard 
Experience with trademark cases reinforces the point that the words of 

the evidentiary standard and the message associated with a presumption of 
validity may diverge such that case outcomes are very difficult to predict 
based merely on the choice of evidentiary standard. The current regime for 
adjudicating trademark validity resembles the FTC Report’s proposed re-
gime for adjudicating patent validity. The Lanham Act provides a pre-
sumption of validity for marks registered on the Principal Register,44 and a 
number of courts have embraced the preponderance standard as the quan-
tum of evidence required to overcome the presumption. Despite the exis-
tence of a statutory presumption of validity, many courts seem to have 
taken the message that the presumption in trademark cases is to be ignored 
altogether: in many decisions, the presumption either is not mentioned at 
all or is largely trivialized.45 For example, in Tie Tech, Inc. v. Kinedyne 
Corp., Tie Tech registered the product configuration trade dress of its 
hand-held welding cutter.46 After a lengthy prosecution, including an ap-
                                                                                                                                                
 44. 15 U.S.C. § 1115(a) (2000) (providing that a mark registered on the Principal 
Register “shall be prima facie evidence of the validity of the registered mark”). 
 45. Courts have held that the presumption only shifts the burden of production to the 
trademark challenger. E.g., Liquid Controls Corp. v. Liquid Control Corp., 802 F.2d 934, 
937 (7th Cir. 1986). Also, some courts have held that the presumptions are of the bursting 
bubble variety: where the trademark challenger has met the burden of producing rebuttal 
evidence, the presumptions disappear. Igloo Products Corp. v. Brantex, Inc., 202 F.3d 
814 (5th Cir. 2000); Lane Capital Mgmt., Inc. v. Lane Capital Mgmt., Inc., 192 F.3d 337 
(2d Cir. 1999); Door Sys., Inc. v. Pro-Line Door Sys., Inc., 83 F.3d 169 (7th Cir. 1996). 
But see Americana Trading, Inc. v. Russ Berrie & Co., 966 F.2d 1284 (9th Cir. 1992) 
(rare example of a case calling for a district court to give greater weight to the 
presumptive effect of registration).  
 46. 296 F.3d 778, 781 (9th Cir. 2002). 
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peal to the Trademark Trial and Appeal Board, the registration issued.47 
One of the principal issues in the prosecution was the functionality of the 
claimed trade dress.48 Tie Tech subsequently sued Kinedyne for the trade 
dress infringement, but Kinedyne won on summary judgment on the 
ground that the registration was invalid for functionality.49 On appeal, the 
Ninth Circuit acknowledged that “the plaintiff in an infringement action 
with a registered mark is given the prima facie or presumptive advantage 
on the issue of validity, thus shifting the burden of production to the de-
fendant to prove otherwise.”50 However, the court made clear that the ef-
fect of the presumption was negligible. According to the court, once the 
presumption of validity was overcome, “the mark’s registration is merely 
evidence ‘of registration,’ nothing more.”51 Thus, the Ninth Circuit re-
jected the proposition that the registration “should be treated as something 
of an expert’s affidavit on its validity.”52 Moreover, the court asked very 
little of the defendant in agreeing with the lower court that the defendant 
had overcome the presumption of validity. The defendant merely pre-
sented functionality allegations that likely were the same as those raised 
during the prosecution.53 It is difficult to discern how the existence of the 
registration, and the corresponding presumption, made any material differ-
ence in the case.54 

In other decisions, the presumption and the associated preponderance 
standard is a matter of controversy. For example, in Burke-Parsons-
Bowlby Corp. v. Appalachian Log Homes, Inc.,55 the validity issue cen-
tered on whether the mark “APPALACHIAN LOG STRUCTURES” used 
in connection with the construction of log residences was primarily geo-

                                                                                                                                                
 47. Id. 
 48. Id.  
 49. Id. at 781-82. 
 50. Id. at 783. 
 51. Id. 
 52. Id. at 784. 
 53. See id. at 783 (reciting the three aspects the defendant cited it believed to be 
functional). 
 54. Functionality provides a particularly good illustration. In cases involving 
unregistered trade dress, the Lanham Act expressly assigns to plaintiffs the burden of 
proving non-functionality. 15 U.S.C. § 1125(a)(3) (2000). Had Tie Tech involved 
unregistered trade dress, the plaintiff would have been required to produce evidence 
raising a fact issue as to functionality pursuant to discharging its burden of proof. In the 
actual case, the plaintiff was compelled to produce evidence raising a fact issue as to 
functionality pursuant to discharging its burden of coming forward with evidence in 
response to defendant’s allegations. Tie Tech, 296 F.3d at 784-86. In practical terms, it is 
difficult to distinguish between the two.  
 55. 871 F.2d 590 (6th Cir. 1989). 
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graphically descriptive, and, if so, whether the mark owner had demon-
strated evidence of secondary meaning.56 In the registration process, the 
trademark examiner requested evidence of secondary meaning, the appli-
cant submitted evidence, and consequently, the examiner acceded to regis-
tration.57 In subsequent litigation, the district court had invalidated the reg-
istration on the grounds that the mark was geographically descriptive and 
the evidence of secondary meaning was insufficient to overcome descrip-
tiveness.58  The Sixth Circuit upheld the district court, stating that while 
the USPTO’s decisions were given deference, the presumption was rebut-
table, and plaintiff’s evidence of secondary meaning was insufficient.59 

However, the remaining judges disagreed as to the effect of the 
presumption. According to Judge Krupansky, in his concurring opinion, 
the presumption did not even shift the ultimate burden of proof from the 
trademark owner.60 Instead, once the trademark challenger introduced evi-
dence rebutting the presumption—which seemed to require little here—the 
ultimate burden of proof, including the heavy burden of proving secondary 
meaning, reverted to the trademark owner.61 In contrast, Judge Guy’s dis-
sent offered a dramatically different view of the effect of the presumption 
of validity. Judge Guy argued that a trademark challenger must submit 
“very persuasive” evidence to overcome the presumption.62 Quoting from 
an old Second Circuit decision,63 Judge Guy asserted that the trademark 
challenger not only bears the burden of going forward to challenge valid-
ity, but also bears the burden of proof. The presumption of validity is 
“strong,” and courts should not “overrule the action of the Patent Office to 
whose care Congress has entrusted the preliminary determination as to 
whether a mark fulfills the requirements of the statute.”64 

In fairness, any confusion that might result from adopting a prepon-
derance standard for patent validity would probably be less severe than 
                                                                                                                                                
 56. Id. at 592-93  
 57. Id.  at 595. 
 58. Id. at 595-96. 
 59. Id. at 596. 
 60. Id. at 597 (Krupansky, J., concurring). 
 61. Id. (Krupansky, J., concurring). 
 62. Id.at 598 (Guy, J., dissenting). 
 63. Id. at 598-99 (Guy., J., dissenting) (quoting Aluminum Fabricating Co. v. 
Season All-Window Corp., 259 F.2d 314, 316 (2d Cir. 1958)). Illustrating the 
malleability of the preponderance standard, the Second Circuit in Aluminimum was 
evidently applying a preponderance of the evidence standard for overcoming this strong 
presumption of validity. The Second Circuit remarked that in order to prevail, the 
trademark challenger had to “put something more into the scales than the registrant” had 
put into the scales. Aluminum, 259 F.2d at 316. 
 64. Burke-Parsons-Bowlby Corp., 871 F.2d at 598 (Guy, J., dissenting).  
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that existing in the trademark area. Unlike the Lanham Act provision, 
§ 282 of the Patent Act expressly provides that “[t]he burden of establish-
ing invalidity of a patent or any claim thereof shall rest on the party assert-
ing such validity.”65 Nonetheless, the point remains that merely changing 
the language of the patent law standard to “preponderance” by no means 
ensures that courts will converge around a uniform approach to assessing 
patent validity evidence. Trademark law suggests that a change to a pre-
ponderance standard may simply inject ambiguity as to the governing 
message that the presumption of patent validity is intended to deliver. This 
would then open the door to a plurality of different approaches to imple-
menting the presumption in individual cases.  
D. Conclusions Regarding the Presumption’s Expressive Function 

In targeting the presumption of validity for reform, perhaps the FTC 
Report chose unwisely. For the reasons detailed above, changing the 
words of the evidentiary standard might make little difference in case out-
comes. At the same time, the overarching message that the presumption of 
validity sends is such a potent indicator of the overall state of the patent 
system that a proposal to alter it might provoke a visceral reaction within 
the patent community that may undercut the credibility of other aspects of 
the FTC patent reform agenda. Moreover, the proposal and the reaction is 
might engender may serve to polarize the debate, activating latent tensions 
between the antitrust and patent communities. It would be highly unfortu-
nate if this proposal, and the reaction to it, diverts attention from other im-
portant proposals for patent reform appearing in the FTC’s Report, such as 
the proposal for post-grant revocation, as discussed in more detail in the 
following part. 

IV. INSTRUMENTAL FUNCTION OF THE PRESUMPTION OF 
VALIDITY 

While typical reform proposals, like those of the FTC Report, overlook 
the expressive quality of the presumption of validity, they do focus con-
siderable attention on the instrumental function of the presumption (and its 
associated clear and convincing standard). The FTC Report’s instrumental 
arguments for changing to a preponderance standard are plausible, but not 
ironclad. 

                                                                                                                                                
 65. 35 U.S.C. § 282 (2000); see also New England Braiding Co. v. A.W. Chesterton 
Co., 970 F.2d 878, 882 (Fed. Cir. 1992) (“The presumption acts as a procedural device 
which places the burden of going forward with evidence and the ultimate burden of 
persuasion of invalidity at trial on the alleged infringer.”).  
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The Report’s principal arguments for reforming the presumption of va-
lidity are not expressly instrumentalist, but can be understood in instru-
mental terms. First, the FTC Report argues that the ex parte examination 
scheme has proven to be of only limited effectiveness in discriminating 
between patent-worthy and patent-unworthy inventions, so patentees 
should not enjoy the benefit of “a heightened evidentiary standard” against 
validity challenge in litigation.66 That is, as between the patentee and pat-
ent challenger, the limitations of ex parte practice counsel against insulat-
ing the patentee to such a great extent from the risk of error. Instead, the 
patentee should bear a greater degree of risk of an erroneous judgment as 
to validity.67  

Second, the FTC Report asserts that the clear and convincing standard 
facilitates anticompetitive uses of patents because patentees are embold-
ened in the knowledge that it will be difficult for any challenger to rid the 
marketplace of a “bad” patent68 and, of course, correspondingly difficult to 
make out a claim that the patent litigation was motivated by anticompeti-
tive impulses.69 The FTC’s analysis is thoughtful and its arguments are 
plausible. However, its treatment of the presumption of validity is cursory 
and gives too little attention to at least two complicating factors: (1) the 
interconnections between validity and scope doctrines; and (2) the inter-

                                                                                                                                                
 66. FTC REPORT, supra note 2, ch. 5, at 28. 
 67. One weakness of a purely instrumental account of the presumption of validity, at 
least as articulated in the referenced section of the FTC Report, is that it seems to 
encourage an undue focus on allocating risks between the private litigants without 
adequately addressing the risks (or benefits) running to third parties. Some third party 
effects support the FTC’s proposal, but others do not. 

A few simple examples suffice to make the point. Assume that litigation between a 
patentee and a patent challenger results in a correct judgment that a patent is invalid. That 
judgment has preclusive effect against the patentee. As a result, third parties enjoy the 
benefit of operating in the patent-free environment, but only the patent challenger bears 
the risk. Discarding the clear and convincing standard in favor of a preponderance 
standard might seem attractive in such circumstances insofar as it might facilitate the 
patent challenger in acting to rid the marketplace of an invalid patent, to the benefit of 
both the challenger and the public. 

Similarly, assume that litigation results in an erroneous judgment upholding patent 
validity. The patent can be enforced against third parties and may de facto enjoy a 
“strengthened” presumption of validity. Discarding the clear and convincing standard 
again might appeal attractive in such circumstances. 
 68. This argument is facially problematic because it seems to start from the premise 
that everyone can agree on which patents are in fact of “questionable validity,” when 
resolving that issue is, of course, the very point of patent validity litigation. 
 69. For an explanation of the relevant law on allegations of anticompetitive patent 
litigation, see HERBERT HOVENKAMP ET AL., 1 IP AND ANTITRUST 11-1 to -38 (2001 & 
Supp. 2004). 
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connections between validity litigation and other mechanisms for resolv-
ing validity disputes. 
A. Litigating Validity Versus Litigating Scope 

While the FTC’s arguments are plausible, they suffer from tunnel vi-
sion. Patent validity issues do not exist in isolation from other patent law 
doctrines.70 It is a mistake to suggest changes to patent validity doctrines 
without accounting for the interconnections between validity and other 
doctrines, such as patent scope, especially in light of the fact that the law 
of patent scope has been particularly volatile in the past decade.  

Consider the following possible consequence of adopting the FTC Re-
port’s proposal concerning the presumption of validity. Current conven-
tional wisdom holds that the Federal Circuit is pursuing a policy which 
combines a relatively liberal approach to patent validity (meaning that pat-
ents are perceived as difficult to invalidate) with a relatively restrictive 
approach to patent scope (meaning that patent infringement is perceived as 
being easy to avoid, particularly infringement under the doctrine of 
equivalents).71 Such an approach may reflect a view about the appropriate 
balance between giving a fair reward to inventors and giving fair notice to 
the public. Suppose that the Federal Circuit were subjected to a legisla-
tively-imposed change to the evidentiary standard for overcoming the pre-
sumption of validity.72 If a legislative change made it easier for challeng-
ers to invalidate patents, might the Federal Circuit react by restructuring 
its current restrictive approach to patent scope? For example, the court 
might apply the claim construction axiom that courts will construe claims 
                                                                                                                                                
 70. For a few examples consider the connections between validity and claim 
construction, validity and infringement generally, and validity and the limitations on 
equivalency. See, e.g., Smithkline Diagnostics, Inc. v. Helena Labs. Corp., 859 F.2d 878, 
882 (Fed. Cir. 1988) (stating that claims are construed consistently for validity and 
infringement); Lewmar Marine, Inc. v. Barient, Inc., 827 F.2d 744, 747 (Fed. Cir. 1987) 
(commenting on the symmetry between infringement and validity determinations); 
Wilson Sporting Goods Co. v. David Geoffrey & Assoc., 904 F.2d 677, 685 (Fed. Cir. 
1990) (holding that validity determinations are relevant to an infringement analysis that 
uses the hypothetical claim methodology); see also Johnson & Johnston Assoc., Inc. v. 
R.E. Serv. Co., 285 F.3d 1046, 1063 (Fed. Cir. 2002) (Lourie, J., concurring) (discussing 
the interplay between foreseeability as an equivalency concept and obviousness). 
 71. For an acknowledgment of the conventional wisdom and citations to statistical 
studies that may support the conventional wisdom, see, for example, FTC REPORT, supra 
note 2, ch. 5, at 25.  
 72. I recognize that the clear and convincing standard is a judicial creation, and that 
reform proposals contemplate that the Federal Circuit could change to the preponderance 
standard without Congressional intervention. If the Federal Circuit cannot be persuaded 
to change the standard, then presumably reform proposals would advocate that the 
reforms be effectuated through legislative change. 
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so as to preserve their validity, rather than the currently popular counter-
axiom that courts are not entitled to rewrite claims.73 Additionally, the 
Federal Circuit might adjust the verbal formulation for equivalency74 to 
make it easier for patentees to capture infringers under the doctrine of 
equivalents, or the court might relax the doctrine of prosecution history 
estoppel by displaying a greater willingness to find that patentees had 
overcome the Festo presumption.75  

This notion—that action on the presumption of validity might precipi-
tate an equal and opposite reaction in other doctrines, yielding zero net 
momentum—need not be viewed as a prediction of Federal Circuit recalci-
trance or general Federal Circuit peevishness. The Federal Circuit might 
legitimately take the view that it has struck the right balance between va-
lidity and infringement (between reward to the patentee and notice to the 
public), and that sound patent policy would demand a reconsideration of 
the law of claim scope in response to a change in the law of patent valid-
ity. Whether this particular prediction about the Newtonian dynamics of 
patent jurisprudence is accurate is largely beside the point. Policymakers 
should not assume that a change to the presumption of validity will only 
affect validity and will generate no compensating reaction elsewhere in the 
patent system.  
B. The Presumption of Validity as a Channeling Mechanism 

Just as patent validity doctrines do not exist in isolation from other 
patent doctrines, patent litigation as a mechanism for resolving patent va-
lidity disputes does not exist in isolation from other mechanisms for re-
solving patent validity disputes. Those mechanisms are many, including 
private action in the form of license negotiations or formal alternative dis-
pute resolution and administrative action in the form of post-grant revoca-
tion schemes76 or even ex parte examination. Proposals to reform the pre-
sumption of validity seem to focus on how the reforms might change par-
ties’ behavior in litigation, but seem to ignore the prospect that reforms 
                                                                                                                                                
 73. See Phillips v. AWH Corp., 363 F.3d 1207, 1218 (Fed. Cir. 2004) (Dyk, J., 
dissenting in part) (discussing axiom and counter-axiom).  
 74. See Warner-Jenkinson Co., Inc. v. Hilton Davis Chem. Co., 520 U.S. 17, 39-40 
(1997) (delegating from the Supreme Court to the Federal Circuit authority to establish 
the precise verbal formulation for equivalency). 
 75. See Festo Corp. v. Shoketsu Kinzoku Kogyo Kabushiki Co., 535 U.S. 722, 
(2002) (establishing the Festo presumption); Festo Corp. v. Shoketsu Kinzoku Kogyo 
Kabushiki Co., 344 F.3d 1359 (Fed. Cir. 2003) (elaborating on the factors for rebutting 
the Festo presumption), cert. denied, 121 S. Ct. 2018 (2004). 
 76. For a description of such schemes and a detailed proposal to create such a 
scheme in U.S. law, see Mark D. Janis, Rethinking Reexamination: Toward a Viable 
Administrative Revocation System for U.S. Law, 11 HARV. J.L. & TECH. 1 (1997).  
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might change parties’ incentives to resolve validity disputes through 
mechanisms other than litigation.  

The most serious potential impact concerns post-grant administrative 
revocation. All other factors being equal, the FTC Report’s recommenda-
tion concerning the presumption of validity might work at cross-purposes 
with the Report’s very important recommendation to create a post-grant 
revocation system.77 To the extent that the presumption of validity oper-
ates as a channeling mechanism, directing validity disputes towards or 
away from the courts, the proposal to discard the clear and convincing 
standard may encourage patent challengers to resolve validity disputes in 
court and correlatively discourage use of any newly-created administrative 
revocation scheme. 

This result would be a serious step backwards. As compared to validity 
litigation, well-designed post-grant revocation schemes offer the promise 
of quicker, cheaper resolution of patent validity disputes.78 While the Re-
port argues that post-grant revocation is desirable because it reduces the 
private costs of challenging validity,79 a more ambitious claim can be 
made: such a system might reduce overall private costs of litigating valid-
ity—meaning private costs incurred by both the challenger and the pat-
entee—if such a system diverts validity disputes away from the courts, 
which are more expensive fora for both parties. If the facts bear this claim 
out, we should retain a robust presumption of validity, exactly the opposite 
of the FTC Report’s proposal. 

Unfortunately, we have little experience so far with the use of the pre-
sumption of validity as a channeling device between roughly equivalent, 
alternative fora for resolving validity disputes. For example, under current 
law, the clear and convincing standard applies in litigation but not in reex-
amination.80 If all other factors were equal—if litigation and reexamina-
tion were roughly equivalent fora for resolving validity disputes—we 
would expect that this combination of evidentiary standards would chan-
nel patent challengers away from litigation and towards reexamination. 
This outcome has not occurred; from the patent challenger’s perspective, 
even inter partes reexamination is not a rough substitute for litigation.81  

                                                                                                                                                
 77. For the FTC’s recommendation concerning post-grant administrative revocation, 
see FTC REPORT, supra note 2, ch. 5, at 15-24. 
 78. Id. at 20. Of course, one should not underestimate the difficulty of designing a 
revocation system well. 
 79. Id. 
 80. For a discussion of relevant precedent, see Janis, supra note 76, at 63-69.  

81. For a discussion of the reasons, see Mark D. Janis, Inter Partes Reexamination, 
10 FORDHAM INTELL. PROP. MEDIA & ENT. L.J. 481 (2000). 
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The concept of the presumption and the evidentiary standard as chan-
neling devices deserves more attention in policy debates over the instru-
mental function of the presumption of validity.82 In addition, the concept 
ties in with a larger scholarly debate over the appropriate allocation of re-
sponsibility among institutions of the patent system for deciding closely 
contested questions of patentability. In that larger debate, Professor Lem-
ley has argued that the ex parte examination scheme is best designed to 
provide a quick look at patentability, so that we should push close ques-
tions of patentability forward to another system that is better suited to re-
solve contested issues.83 The companion argument to Professor Lemley’s 
view is that validity litigation is an expensive and cumbersome mechanism 
for resolving patent validity, so that we should push at least some close 
questions of patentability backwards to another system that is capable of 
resolving contested issues, even if that other system lacks all of the trap-
pings of litigation. Both arguments highlight the importance of creating an 
intermediate space between the ex parte system and litigation, such as a 
post-grant revocation scheme, and of also creating procedural mechanisms 
that move disputes towards that intermediate space. A thoughtfully-
designed presumption of validity is one such mechanism. 

A key task for future patent policymakers is to arrive at a thoughtful 
design, one that achieves an optimal blend of ex parte examination, ad-
ministrative revocation, and litigation for resolving validity disputes. 
There is currently no clear choice among many alternatives. I have sug-
gested in this Article that the merits of the current clear and convincing 
standard as compared to the preponderance standard, but neither I nor 
anyone else would claim that the current standard has been an unalloyed 
success. Professor Rai has suggested that the clear and convincing stan-
dard might be restricted to patents that have survived post-grant revocation 
proceedings, but has acknowledged that this scheme might disadvantage 
truly pioneering inventions because such inventions might be so remote 
from the prior art that no one would see fit to bring a post-grant revoca-
tion.84 Others have suggested that the Federal Circuit return to the rule that 
                                                                                                                                                
 82. The concept also has implications for another of the FTC Report’s arguments, 
namely that the USPTO uses a preponderance standard in ex parte examination and thus, 
the courts should also use the same standard in validity litigation. FTC REPORT, supra 
note 2, ch. 5, at 28. This equivalency in standards is certainly not required, nor even 
necessarily desirable, if the presumption is being used deliberately to channel disputes 
either towards or away from the courts. 
 83. Mark A. Lemley, Rational Ignorance at the Patent Office, 95 NW. U. L. REV. 
1495, 1508-11 (2001). 
 84. See Arti Rai, Engaging Facts and Policy: A Multi-Institutional Approach to 
Patent System Reform, 103 COLUM. L. REV. 1035 (2003). 
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the clear and convincing standard applies only to litigation challenges that 
are based on prior art that the USPTO has already considered, but not as to 
challenges based on other prior art.85  

This proposal that the clear and convincing standard only apply to the 
considered prior art raises a number of questions. First, what does it mean 
for the USPTO to “consider” prior art? Does it mean that there is actual 
evidence that the examiner studied and applied the reference or does it 
merely mean that the examiner completed the ministerial steps necessary 
to allow the prior art to be listed on the front page of the patent? Second, 
would a return to this rule merely encourage parties to submit more volu-
minous information disclosure statements, adding to examiners’ work-
loads and decreasing the available time that an examiner can spend study-
ing any given prior art reference? Third, despite Federal Circuit statements 
to the contrary, do courts today de facto withhold the clear and convincing 
standard when the challenger presents prior art that the USPTO has never 
considered? 

My goal in this Article is not to select a clear winner from among these 
alternatives. Rather, my goal is to point out that the presumption of valid-
ity, even when viewed solely in instrumental terms, can play a significant 
role in mediating between alternative fora for resolving patent validity 
questions. Reform proposals concerning the presumption of validity 
should take this role more seriously. 

V. CONCLUSION 
Some eighty years ago, in Radio Corp. v. Radio Engineering Labora-

tories, Inc., Justice Cardozo wrote perceptively about the presumption of 
patent validity.86 Although his opinion preceded the codification of the 

                                                                                                                                                
 85. See, e.g., Dan L. Burk & Mark A. Lemley, Policy Levers in Patent Law, 89 VA. 
L. REV. 1575, 1660 (2003); Charles E. Phipps, The Presumption of Administrative 
Correctness: The Proper Basis for the Clear and Convincing Evidence Standard, 10 FED. 
CIR. B.J. 143 (2000). For another variation, see Clarence J. Fleming, Should the Clear 
and Convincing Standard for Rebutting the Presumption of Validity Apply When the 
Challenger Raises a Substantial New Question of Patentability?, 80 J. PAT. & 
TRADEMARK OFF. SOC’Y 146 (1998) (proposing a legislative change to § 282 that would 
specify that the preponderance standard applies when the challenger raises a substantial 
new question of patentablility). The “substantial new question” standard appears in 
current reexamination provisions. 35 U.S.C. § 302 (2000). It has a dismal history, in 
which the USPTO has used the standard to find a substantial new question almost as a 
matter of routine. The standard has never proven capable of facilitating finely-calibrated 
judgments distinguishing between worthy and frivolous challenges to patentability and 
would likely result in the use of the preponderance standard in nearly all litigated cases. 

86. 293 U.S. 1, 7-8 (1934) (internal citations omitted). 
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presumption of validity in the 1952 Act,87 his words are still relevant to-
day:  

A patent regularly issued, and even more obviously a patent is-
sued after a hearing of all the rival claimants, is presumed to be 
valid until the presumption has been overcome by convincing 
evidence of error. The force of that presumption has found vary-
ing expression in this and other courts. Sometimes it is said that 
in a suit for infringement, when the defense is a prior invention, 
“the burden of proof to make good this defense” is “upon the 
party setting it up,” and “every reasonable doubt should be re-
solved against him.” Again it is said that :the presumption of the 
validity of the patent is such that the defense of invention by an-
other must be established by the clearest proof—perhaps beyond 
reasonable doubt.” The context suggests that in these and like 
phrases the courts were not defining a standard in terms of scien-
tific accuracy or literal precision, but were offering counsel and 
suggestion to guide the course of judgment. Through all the ver-
bal variances, however, there runs this common core of thought 
and truth, that one otherwise an infringer who assails the validity 
of a patent fair upon its face bears a heavy burden of persuasion, 
and fails unless his evidence has more than a dubious preponder-
ance.88 

In response to the FTC’s proposal, I am dubious about the preponder-
ance. The FTC has not made its case for altering the standards associated 
with the presumption of patent validity, either by a clear and convincing 
evidence standard or even by a preponderance. The presumption of patent 
validity is as much a malleable expression of ambitions as it is an instru-
ment of precise calibration. Reform proposals should bear in mind the pre-
sumption’s dual character as both expression and policy tool.  

                                                                                                                                                
 87. Patent Act, Pub. L. No. 82-593, 66 Stat. 729 (1952) (codified as amended in 35 
U.S.C.) 

88. Radio Corp., 293 U.S. at 7-8. 
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ABSTRACT 

Given the limits on Patent Office scrutiny of patent applications, 
one might hope that ex post litigation can fix at least the impor-
tant errors. Unfortunately, the often grossly skewed incentives to 
challenge and to defend issued patents make this view too opti-
mistic. Since litigation cannot fix all errors, we urge better 
USPTO funding and higher standards of initial review, better in-
centives (not limited to formal duties) for applicants to find and 
disclose prior art information, and the creation of a cheap and 
workable administrative post-issue review. We explain why ex-
isting administrative reviews are not a workable system, and rec-
ommend some features that a new system should have. 

TABLE OF CONTENTS 
I. PATENT OFFICE REVIEW ALONE IS INADEQUATE ................................................... 944 
II. THE SYSTEM AS A WHOLE...................................................................................... 946 
III. WILL LITIGATION FIX USPTO ERRORS? ................................................................ 946 
IV. INCENTIVES AND THE RELIABILITY OF LITIGATION ................................................ 948 

A. Money Affects Legal Outcomes.................................................................... 948 
B. Skewed Incentives Affect Outcomes of Litigation........................................ 950 
C. The Public Good and Pass-Through Problems Create Skewed Incentives 

in Patent Litigation ........................................................................................ 951 
1. The Public Good Problem...................................................................... 952 
2. The Pass-Through Problem ................................................................... 953 

                                                                                                                         
 © 2004 Joseph Farrell and Robert P. Merges 
 † Professor of Economics, University of California at Berkeley. 
 ‡ Wilson Sonsini Goodrich & Rosati Professor of Law and Technology, Univer-
sity of California at Berkeley (Boalt Hall), and Professor of Law, University of California 
Davis School of Law. 
  We thank Mark Lemley, Joseph Scott Miller, and Carl Shapiro for helpful com-
ments. Further comments are solicited, so please e-mail farrell@econ.berkeley.edu and/or 
rmerges@law.berkeley.edu.  
 



944 BERKELEY TECHNOLOGY LAW JOURNAL [Vol. 19:943 

 

3. Incentive to Challenge in the First Place............................................... 954 
4. A Unified Analysis of Incentives to Litigate ........................................... 955 

V. POSSIBLE SOLUTIONS FOR INADEQUACY OF LITIGATION........................................ 960 
A. Improving USPTO examination.................................................................... 960 
B. Other Opposition Proceedings....................................................................... 964 

1. “Old” Reexaminations Under the 1980 Act........................................... 965 
2. “New” Reexaminations: Going Backward ............................................ 967 
3. Towards an Effective Post-Grant Revocation System ............................ 967 

VI. CONCLUSION .......................................................................................................... 968 
APPENDIX........................................................................................................................ 969 

I. PATENT OFFICE REVIEW ALONE IS INADEQUATE 
The U.S. Patent and Trademark Office (USPTO) issues many patents 

that should not be enforced, either on economic or on legal grounds. Col-
orful examples of mistakenly, even ludicrously, issued patents are often 
cited. We have all heard about such “inventions” as the peanut butter 
sandwich and the toy on a stick.1 As a result, many authors have explained 
how imperfectly the USPTO screens applications for novelty, utility, and 
nonobviousness. The standard litany of concerns about patent quality in-
cludes the following:2 

• Inadequate resources for the USPTO to review each patent applica-
tion, resulting in hasty examiner analysis of applications; 

• Biased procedures that favor the patent applicant at every turn, 
permitting a strategy of “wearing down the examiner” to obtain a 
patent; 

                                                                                                                         
 1. These examples are recounted in Shubha Ghosh & Jay Kesan, What Do Patents 
Purchase? In Search of Optimal Ignorance in the Patent Office, 40 HOUS. L. REV. 1219, 
1220 (2004). The recent National Academy of Sciences study cited patents such as one 
for cutting or styling hair using scissors or combs in both hands, U.S. Patent No. 
6,257,248 (issued July 10, 2001), and one for initiating forward motion on a child’s 
swing by pulling the ropes and swinging sideways, U.S. Patent No. 6,368,227 (issued 
Apr. 9, 2003). NAT’L ACAD. OF SCIS., A PATENT SYSTEM FOR THE 21ST CENTURY 39 
(Stephen A. Merrill et al. eds., forthcoming 2004) [hereinafter NAS STUDY], available at 
http://www.nap.edu/books/0309089107/html. Many have criticized Amazon’s one-click 
patent. See, e.g., Evan Ratliff, Patent Upending, WIRED, June 2000, at 208, available at 
http://www.wired.com/wired/archive/8.06/patents.html. 
 2. For a recent comprehensive survey of these issues based on many statements by 
many participants in the patent process, see FED. TRADE COMM’N, TO PROMOTE INNOVA-
TION: THE PROPER BALANCE OF COMPETITION AND PATENT LAW AND POLICY ch. 5, at 4-
10 (2003) [hereinafter FTC REPORT], at http://www.ftc.gov/os/2003/10/innovationrpt.-
pdf. The National Research Council echoes the FTC Report’s concerns, and makes a 
similar call for increased USPTO expenditures to improve patent quality. See NAS 
STUDY, supra note 1, at 84-87. 
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• Skewed incentives that make it easier and more desirable for ex-
aminers to grant patents rather than reject them. 

Despite widespread and persistent documentation of these points by 
patent lawyers, industry members, and academics, the USPTO and at least 
some independent observers doubt that patent quality is really a problem.3 
Those arguments ring hollow, however. Indeed, given the rapid increase in 
the volume of patent applications in recent years and the relatively slow 
adaptation by the USPTO,4 it would be astounding if patent quality had 
not suffered. Recent evidence to this effect comes from an anonymous 
survey of patent examiners at the European Patent Office (EPO). Like the 
USPTO, the EPO has experienced massive growth in patent applications 
in recent years.5 As one would expect, the examiners polled stated over-
whelmingly that they were concerned that the influx of new applications 
was seriously undermining the quality of the patents that the EPO issues.6  

Of course, blatantly silly patents may be readily overturned if chal-
lenged, but presumably the blatant ones are only the tip of the iceberg. To 
the extent it is expected to be enforced, a patent enables a patentee to pre-
vent others from using a technology or to charge them royalties for doing 
so. This limits commercial freedom. It deters, taxes, or worries other inno-
vators, who are often uncertain about what might be patented, especially 
given the harsh penalties for willful infringement. Because it raises com-
petitors’ costs, a patent will normally increase prices to consumers. There 
is a good public policy reason for enforcing patent rights where a patent 

                                                                                                                         
 3. USPTO, FY 2002 PERFORMANCE AND ACCOUNTABILITY REPORT 18 (2003), 
http://www.uspto.gov/web/offices/com/annual/2002/1-58.pdf (showing an official “error 
rate,” based on internal quality assurance measures, of 4.2%); John R. Allison & Emer-
son H. Tiller, The Business Method Patent Myth, 18 BERKELEY TECH. L.J. 987 (2003) 
(arguing, on the basis of statistical proxies such as number of references, claims and in-
ventors, that business method patents have not been of inferior quality since their incep-
tion). In addition to the fact that the USPTO’s official error rate figures are generated by 
the same agency whose quality is under question, the figiures result from a process that in 
many ways duplicates the original patent examination—same agency personnel, etcetera.  
 4. See USPTO, PERFORMANCE AND ACCOUNTABILITY REPORT FISCAL YEAR 2003 
tbl.6, http://www.uspto.gov/web/offices/com/annual/2003/060406_table6.html (last 
modified Feb. 3, 2004) [hereinafter USPTO, PERFORMANCE AND ACCOUNTABILITY RE-
PORT 2003]. 
 5. EUROPEAN PATENT OFFICE, THE WORLD OF PATENTS: FACTS AND FIGURES 15 
(2004), available at http://annual-report.european-patent-office.org/facts_figures/_pdf/-
facts_figures_04.pdf 
 6. Alison Abbott, Pressured Staff ‘Lose Faith’ in Patent Quality, 429 NATURE 493 
(2004). 



946 BERKELEY TECHNOLOGY LAW JOURNAL [Vol. 19:943 

 

reflects a useful, novel, and nonobvious invention that would not have 
been made or disclosed without the spur of patent rights.  

However, an improper patent is typically an unwarranted burden on 
consumers and on other innovation.7 A system that enforces a lot of im-
proper patents would be a disgrace. While the legal standards for pat-
entability do not fully reflect all of these economic tradeoffs, at least they 
bear some relation. As a result, in this Article, we discuss patent validity 
without stressing the question of what the validity criteria should be. 

II. THE SYSTEM AS A WHOLE 
We observed that it would be a disgrace for a system to enforce a lot 

of improper patents. This need not mean that it is bad if the USPTO issues 
a lot of invalid patents. Rather, the entire system of application, examina-
tion, issuance, negotiation, licensing, challenge, and enforcement should 
be evaluated as a whole. 

Commentators have stated repeatedly that the optimal error rate at the 
USPTO is not zero, for at least two reasons. First, perfect screening would 
be immensely costly, so we might rationally tolerate a few bad patents.8 
Second, mistakenly issued patents are not necessarily enforced: there are 
safety valves, notably litigation.9 This Article critically evaluates these 
safety valves. First, we discuss litigation and negotiation in its shadow. 
Then, we discuss administrative post-issue challenge and review. 

III. WILL LITIGATION FIX USPTO ERRORS? 
Litigation can invalidate bad patents issued by the USPTO. Patent in-

validity is not only available as a defense in any infringement suit brought 
by a patentee, but patent invalidity may also be pleaded affirmatively since 
a patent challenger with a “reasonable apprehension” of an infringement 

                                                                                                                         
 7. There are some possible arguments, sometimes called “ex post” efficiency ar-
guments, for giving a patent quite aside from incentives to invent the patented material. 
See MARK A. LEMLEY, EX ANTE VERSUS EX POST JUSTIFICATIONS FOR INTELLECTUAL 
PROPERTY (U.C. Berkeley Public Law Research Paper No. 144, 2004), at http://papers.-
ssrn.com/sol3/papers.cfm?abstract_id=494424. The weakness of those arguments can be 
hinted at by noting that they would argue for giving those patents to a random person. 
 8. See, e.g., Mark A. Lemley, Rational Ignorance at the Patent Office, 95 NW. U. 
L. REV. 1495, 1497 (2001); Robert P. Merges, As Many as Six Impossible Patents Before 
Breakfast: Property Rights for Business Concepts and Patent System Reform, 14 BERKE-
LEY TECH. L.J. 577, 593 (1999). 
 9. See, e.g., Lemley, supra note 8, at 1501-02; Merges, supra note 8, at 599. 
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suit may sue to have a patent declared invalid.10 In practice most of the 
economic consequences of patents stem from negotiation in the shadow of 
litigation. Thus, if bad patents can be reliably eliminated through litiga-
tion, and especially if this is predictable by informed private parties nego-
tiating in litigation’s shadow, then USPTO errors may not matter much. 

Championing this line of reasoning, Professor Mark Lemley has ar-
gued that “rational ignorance at the Patent Office” may be part of a cost-
efficient overall system: a quick-and-dirty review at the USPTO, followed 
in a few cases by a costly, intense, and reliable review in the courts.11 Liti-
gation can fix USPTO errors, Professor Lemley suggests, and since most 
patents are never asserted or licensed, it is cheaper to fix the few errors 
that would really matter than it would be to avoid errors in the first place:  

[S]ociety ought to resign itself to the fact that bad patents will is-
sue, and attempt to deal with the problem ex post, if the patent is 
asserted in litigation. This result is admittedly counterintuitive. It 
depends crucially on the fact that very few patents are ever the 
subject of litigation, or even licensing. Because of this, money 
spent improving the PTO examination procedures will largely be 
wasted on examining the ninety-five percent of patents that will 
either never be used, or will be used in circumstances that don’t 
crucially rely on the determination of validity.12 

We fully agree with Professor Lemley that the system should be 
evaluated as a whole, and that error rates at the USPTO should be assessed 
not in isolation but in light of the existence of other mechanisms, notably 
litigation, that might stop bad patents from having any real effects. Unfor-
tunately, such an evaluation yields a much less reassuring answer than the 
one Professor Lemley puts forward. As we argue below, society cannot 
count on litigation to undo USPTO errors. 

                                                                                                                         
 10.  See Vanguard Research, Inc. v. Peat, Inc., 304 F.3d 1249, 1254-55 (Fed. Cir. 
2002); see also 28 U.S.C. § 2201 (2002) (“In a case of actual controversy within its juris-
diction . . . any court of the United States, upon the filing of an appropriate pleading, may 
declare the rights and other legal relations of any interested party seeking such declara-
tion . . . .”). 
 11. Lemley, supra note 8, at 1497.  
 12. Id. at 1510-11. 
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IV. INCENTIVES AND THE RELIABILITY OF LITIGATION 
Professor Lemley’s analysis seems to assume that the outcome of liti-

gation is empirically an accurate assessment of patent validity.13 The evi-
dence does not favor this view. On the contrary, our analysis of incentives 
suggests that litigation is an unreliable tool for assessing patent validity.  

Litigants choose to spend a lot of money, making litigation costly, be-
cause they believe that spending more improves their chances of winning. 
Skewed incentives (for example, if a patentee cares much more about 
winning than does an infringer) will on average yield skewed outcomes. In 
addition, the incentives often are drastically skewed because of the mutu-
ally reinforcing public good and pass-through problems.14 

A. Money Affects Legal Outcomes  
The average patent infringement case now costs roughly $2 million for 

each party when there is $1 million to $25 million at risk.15 But the aver-
age conceals a much more informative fact, though not one that will sur-
prise practitioners: the cost varies dramatically with the amount of money 
“at risk” in the litigation.16 The following graph gives a sense of the mag-
nitudes involved:17 

                                                                                                                         
 13. We talk here about the truth of whether a patent is valid as conceptually distinct 
from whether it will be found to be valid. Legal realists might press us on the meaning of 
this. Its meaning is that a full and balanced inquiry would reach a different conclusion 
than the somewhat-full but very unbalanced inquiry that arises from litigation with 
asymmetric stakes. 
 14.  This will be further discussed in Part IV.C infra. 
 15. AM. INTELLECTUAL PROP. LAW ASS’N, REPORT OF THE ECONOMIC SURVEY 22 
(2003). 
 16. Generally, this is the expected loss that will flow from an injunction and/or 
damages. It also varies according to how far the litigation proceeds, e.g., whether only to 
the discovery phase or all the way to a full trial. 
 17. William J. Robinson, Amount at Risk Versus Fees and Cost (charting data from 
AM. INTELLECTUAL PROP. LAW ASS’N, supra note 15, at 22). 
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This data imply that any irreducible expenses of patent litigation are less 
(probably much less) than $1 million. In other words, conservatively more 
than half—probably the vast bulk—of average patent litigation costs, even 
in the lowest-stakes category, are discretionary. Bare-bones litigation 
would cost much less, but participants in high-stakes cases choose to 
spend much more. 

That fact strongly indicates that, by spending more, a party can in-
crease its chance of winning. If the plaintiff’s chance of winning did not 
depend on its expenditures, plaintiffs would not spend so much, and the 
same is true for defendants. Litigation provides many opportunities to 
spend more in ways that increase one’s chance of winning, and the higher 
the stakes, the more of those spending opportunities will be worthwhile. 
For instance, one can interview more potential witnesses; retain more (and 
more distinguished) experts (including multiple consultants as well as po-
tential testifying witnesses); try out more alternative strategies before a 
mock jury; learn more about predicting jurors’ sympathies so as to take 
better advantage of jury selection opportunities; prepare glitzier exhibits; 
chase down more case law; assign more associates; and hire advocates 
with tongues of gold rather than of silver. In patent dispute litigation, one 
can review more sources for prior art. Any lawyer can think of plenty 
more examples. 
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B. Skewed Incentives Affect Outcomes of Litigation 
It follows, as has been recognized elsewhere, that skewed incentives 

will probabilistically affect litigation outcomes.18 Since a party’s probabil-
ity of prevailing increases with how much it spends, and its expenditures 
depend on its incentive to win, this makes it highly problematic to rely on 
litigation where party A’s stake is far bigger than B’s. Whatever the true 
relative merits, party A will pull out all the stops and present its case in full 
glory; party B will have an incentive to cut corners, make some compro-
mises, and present its case within a more limited budget. 

One empirical hurdle for our theory, and for others’ theories that 
skewed incentives matter, is an imbalance of expenditures. If, despite 
asymmetric incentives, parties actually spend roughly equal amounts de-
veloping their cases, then there would be no reason to expect biased out-
comes.19 However, this logical possibility would imply that while expen-
ditures strongly respond to stakes when we compare cases with different 
stakes, as illustrated above, they do not respond to stakes when we com-
pare parties in a case; we thus think it quite unlikely. Unfortunately, the 
data described above do not let us test this, and we are not aware of any 
data that would.  

We do not claim that any particular court decided any particular patent 
challenge wrongly. Nor can our claims be tested in a particular case by 
reassessment of the evidence actually presented in court. If courts sensibly 
evaluate the evidence actually presented, the party with stronger incentives 
to search out and present the most favorable evidence will be apt to win 
                                                                                                                         
 18. See, e.g., Keith N. Hylton, An Asymmetric-Information Model of Litigation, 22 
INT’L REV. L. & ECON. 153, 166 (2002) (summarizing earlier literature concluding that 
“if defendants have more at stake than plaintiffs, they will spend more on litigation”). 
Much of this discussion has come in the context of studies describing which legal dis-
putes go to trial and which legal disputes settle. Empirical evidence in this vein is consis-
tent with the notion that litigation expenditures can influence trial outcomes.  

The different stakes theory may explain low [plaintiff] success in em-
ployment discrimination cases. A successful action alleging a pattern or 
practice of employer misbehavior may spur related actions against the 
employer. An employer who loses even one discrimination claim is 
more vulnerable to future discrimination claims. Rational defendants 
would vigorously defend employment discrimination cases and settle 
weak cases for the defense before trial.  

Theodore Eisenberg, Litigation Models and Trial Outcomes in Civil Rights and Prisoner 
Cases, 77 GEO. L.J. 1567, 1582 (1989). 
 19. Economic logic suggests that it is possible, but unlikely, that expenditures would 
tend to be equal even when incentives are skewed. It would require that the probability of 
prevailing be heavily dependent on expenditures up to the level of the opponent’s expen-
ditures, but unresponsive beyond there. There seems no reason to expect such a pattern. 
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even when that party is objectively in the wrong. Thus, reexamination of 
the evidence presented will not be a good way to find such errors or to ar-
gue for their absence. If indeed expenditures are asymmetric, one could in 
principle test our claim by taking a sample of litigated cases, rebuilding 
the parties’ cases with equal budgets, and retrying the cases on that basis. 
We reiterate, however, that if the results were not affected, it would imply 
that litigants systematically waste money by making voluntary expendi-
tures that do not help win their cases. 

One possible solution calls on courts to take a sophisticated Bayesian 
approach to the evidence presented. Accordingly, when A has a much 
stronger incentive to win than B, the court would discount A’s case rela-
tive to B’s. The court should recognize that when the true underlying mer-
its are balanced, it can expect A to present a significantly better case than 
B. Thus, if A’s case as presented is only moderately better than B’s, the 
court should find for B. If A had an objectively strong case, its stronger 
incentives imply that it could and would have presented a much stronger 
showing.20 However, calibrating the appropriate standard of proof would 
require the court to know a great deal about how parties believe the court 
will respond to additional favorable evidence and about the likely costs of 
bringing forward such evidence.21 

To make the proper adjustment, the court would need to know (1) the 
overall cost of upholding patents that ought to be invalidated; (2) the cost 
of invalidating patents that ought to be held valid, which implicates incen-
tives for later inventors; (3) the stakes for each party; and (4) how expen-
ditures affect success rates. All this would be extremely hard to know. 

C. The Public Good and Pass-Through Problems Create Skewed 
Incentives in Patent Litigation  

In many cases where each party’s respective incentive is expressed by 
the difference in its profits between winning and losing, a patentee’s in-
centive to defend its patent grossly exceeds an alleged infringer’s incen-
tive to challenge it. It is central to understand this point, which contrasts 
starkly with the simple case of a purely private dispute over, for example, 
                                                                                                                         
 20. Strictly, this is only part of the correct standard-of-proof analysis, which should 
also take into account the consequences of false positives and false negatives. 
 21. One problem at the outset is getting fact-finders to focus on the standard of 
proof. Another is applying the standard with rigor and consistency. Note that asymmetric 
stakes explains why patentee win rates exceed 50%, the estimated win rate based on as-
sumptions of equal information and equal stakes between the parties. See Kimberly A. 
Moore, Judges, Juries and Patent Cases: An Empirical Peek Inside the Black Box, 99 
MICH. L. REV. 365, 385 (2000) (demonstrating that patentees won 58% of cases in a sta-
tistical sample). 
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2. The Pass-Through Problem 

Second, when multiple infringers compete in a product market, royal-
ties are often passed through, at least in part, to consumers downstream. 
The key point here is not that downstream consumers pay more, as they 
would even when an infringer is a monopolist in its product market, but 
that the competing infringers are substantially immunized from bearing 
the economic cost of the royalties, unlike a monopolist.27 

This pass-through will be stronger the more competitive the product 
market, the more symmetric the royalties, the more elastic the industry 
supply curve, and the less elastic the industry demand curve.28 When pass-
through is relatively strong, this effect may be bigger than and reinforcing 
of the public good problem. In the Appendix, we describe an economic 
model quantifying this effect and show that in a symmetric Cournot oli-
gopoly the pass-through problem, at least for small royalties, is always 
bigger than the public good problem.29 For instance, if five equal-sized 

                                                                                                                         
zealous bounty hunters. It is not even entirely clear whether the bounty should aim to 
reflect the losses (from enforcement of an invalid patent) to everyone except the patent 
holder and the challenger, or to reflect the ex post deadweight losses from its enforce-
ment, which are likely to be far less. In addition, large patent owners would likely fight 
very hard to prevent such a system from coming into effect, making it unlikely that such 
a reform would actually be adopted. 
 26. See Jay P. Kesan, Toward a Better Informed Patent System 9 (Apr. 10, 2002), at 
http://www.ftc.gov/opp/intellect/020410jaypkesan.pdf (visited Aug. 7, 2004) (“One-way, 
pro-defendant fee shifting if patents revoked or invalidated based on prior art categories 
that could have been reasonably discovered by the patentee.”). Lemley also states: 

[A]ccused infringers normally won’t get attorney’s fees unless they can 
prove that the suit was filed in bad faith. It may make sense to add 
some balance to the fee awards [as in copyright law] . . . and therefore 
help shift some of the burden of determining validity away from ac-
cused infringers. 

Lemley, supra note 8, at 1530-31. 
 27. See generally Joseph Farrell, Listening to Interested Parties in Antitrust Investi-
gations: Competitors, Customers, Complementors and Relativity, ANTITRUST, Spring 
2004, at 64. 
 28. In the case of a perfectly competitive industry, the pass-through is related to the 
ratio of the elasticities of supply and demand. See, e.g., MICHAEL L. KATZ & HARVEY S. 
ROSEN, MICROECONOMICS ch.11 (3d ed. 1998). 
 29. See also Farrell, supra note 27, at 66 (stressing the role of pass-through in de-
termining incentives to comment on potentially anticompetitive mergers or practices); 
Sheldon Kimmel, Effects of Cost Changes on Oligopolists’ Profits, 40 J. INDUS. ECON. 
441, 444 (1992) (showing that pass-through can perversely make some, or even all, com-
peting oligopolists better off if they all are charged more for an input such as technology). 
But see Richard Gilbert, Antitrust for Patent Pools: A Century of Policy Evolution, 2004 
STAN. L. & TECH. REV.  3, ¶¶ 106-17, at http://stlr.stanford.edu/STLR/Articles/04_STLR-
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infringers compete Cournot-style in a $1 billion product market with de-
mand elasticity equal to -2 (that is, a 1% increase in market price causes a 
2% fall in demand), and the patentee demands a uniform 5% royalty, each 
infringer has not one fifth but roughly one fortieth ($1.2 million) as much 
at stake as has the patentee ($50 million). The five infringers collectively 
have only $6 million at stake, or about an eighth of the patentee’s stake: 
the rest of the patentee’s gains from upholding the patent come from 
downstream buyers.30 Thus, even ideal collective action by direct buyer- 
licensees leaves the bulk of the incentive imbalance untouched. In this il-
lustrative example, the public good issue causes a factor of five imbalance, 
potentially neutralized by ideal collective action among them. The pass-
through effect causes a factor of eight, which collective action among di-
rect buyers cannot help in the least. 

Because downstream customers bear much of the harm from an invalid 
patent, they should have standing to sue for invalidity.31 Incentives would 
often still be diffuse, but our point is that, contrary to intuition, there is no 
economic reason to expect direct infringers to have appropriate incentives 
to challenge a patent even if they act collectively. 

3. Incentive to Challenge in the First Place 

The discussion above concerns an infringer’s incentives to win a chal-
lenge versus quietly pay royalties as its rivals are doing. But losing a chal-
lenge can be a very different outcome from uncomplainingly paying non-
discriminatory royalties. Challengers often find themselves subject to in-
junctions or less favorable licensing terms.32 Patentees can also charge dif-

                                                                                                                         
_3/index.htm (discussing low incentive to challenge blocking patents where all must be 
invalidated for challenger to compete). 
 30. Direct infringers and downstream buyers pay somewhat more than the $50 mil-
lion that this remark would suggest, because the $50 million is essentially a tax that has a 
deadweight loss. But the summary in the text is a good approximation. 
 31. In practice, the right to challenge the patent in litigation depends on either the 
patentee suing the downstream customer (which is relatively unusual but not unheard of), 
or threatening to sue to such an extent that the accused infringer has standing to file a 
declaratory judgment suit against the patentee. See, e.g., Vanguard Research, Inc. v. Peat, 
Inc., 304 F.3d 1249, 1254-55 (Fed. Cir. 2002) (discussing standing requirement for de-
claratory judgment plaintiffs).  
 32. See, e.g., Philips Licenses Hyatt’s Microcomputer Patents, PATENT WORLD, 
Dec. 1991/Jan. 1992, at 15 (describing a licensing agreement whereby Philips settled 
early with nonmanufacturing plaintiff seeking royalties from several industries for broad 
patents on liquid crystal displays and microprocessor; settlement was reported as favor-
able, and licensee Philips agreed to assist plaintiff Hyatt in extracting royalties from other 
firms in the industry). See generally Michael J. Meurer, Controlling Opportunistic and 
Anti-Competitive Intellectual Property Litigation, 44 B.C. L. REV. 509 (2003). 
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ferential royalties in a way that penalizes holdout firms who do not settle 
early.33 This hardball behavior by the patentee strengthens the infringer’s 
incentive to win if it brings a challenge, but further weakens the in-
fringer’s incentive to challenge in the first place rather than quietly pay up. 
On the other hand, softball behavior by the patentee (treating unsuccessful 
challengers just like any other infringers) encourages infringers to bring a 
challenge but saps their incentive to prosecute with vigor. Thus, although 
the analysis differs as between hardball and softball patentees, in neither 
case does a potential infringer have a strong incentive to mount a strong 
challenge.  

4. A Unified Analysis of Incentives to Litigate 

There are three relevant outcomes for the (alleged) infringer. He can 
take a license, as do his competitors, and pay for the running royalty de-
manded by the patentee34 or he can refuse to take a license and expect to 
be sued for infringement, raising validity and/or infringement issues as a 
defense at that point. The infringer may also file suit himself if the pat-
entee threatens enough to trigger “declaratory judgment” standing.35 If he 
chooses to litigate, he must then choose how much to spend, and may win 
or lose in litigation.  

Consider the profit levels of these three final outcomes relative to shut-
ting down the allegedly infringing activity. Relative to shutting down, 
producing with a license may be profitable even in a competitive market, 
if participation requires substantial sunk costs. That is, even a free-entry 

                                                                                                                         
 33. As discussed in the Appendix, even when licensees do not compete with one 
another, a patentee whose profit-maximizing royalty is, say, 5% to all, may without sacri-
ficing much profit, license at 4% to tame licensees and 6% to those who insist on behav-
ing in a feisty manner. When licensees compete with one another, the patentee may even 
refuse to deal with the latter without sacrificing much profit, because the subsequent in-
crease in business to the tame licensees will substitute for the revenues sacrificed by the 
other licensee’s refusal to deal. Differential royalty rates do not by themselves raise anti-
trust problems for a licensor. See USM Corp. v. SPS Techs., Inc., 694 F.2d 505 (7th Cir. 
1982). Nor does a refusal to deal. See In re Indep. Serv. Orgs. Antitrust Litig. (CSU, 
L.L.C. v. Xerox Corp.), 203 F.3d 1322, 1327 (Fed. Cir. 2000) (“In the absence of any 
indication of illegal tying, fraud in the Patent and Trademark Office or sham litigation, 
the patent holder may enforce the statutory right to exclude others from making, using, or 
selling the claimed invention free from liability under the antitrust laws.”). 
 34. We assume here that the license takes this form, which is common in practice. If 
a patent were known to be valid, and if all other relevant market factors were known, 
lump-sum licensing would tend to be more profitable and more economically efficient. 
But our analysis illustrates an important strategic advantage of running royalties: they sap 
direct infringers’ incentives to challenge. 
 35. See, e.g., Vanguard, 304 F.3d at 1254-55. 



956 BERKELEY TECHNOLOGY LAW JOURNAL [Vol. 19:943 

 

competitive market may involve significant quasi-rents once those costs 
have been sunk. Thus, write the infringer’s profits following successful 
challenge as U, and its profits from taking a license as V(r). The difference 
U – V(r) is presumably positive, but may be smaller than one might have 
thought, both because of the public good problem among infringers and 
because running royalties under nondiscriminatory licenses may be largely 
passed through to downstream buyers.36 In particular, as the Appendix 
shows, U – V(r) is apt to be much smaller than S, the value to the patentee 
of preserving its patent from successful challenge. 

Litigating and losing may be much worse for the infringer than paying 
the royalty. In some cases a permanent injunction would force it to shut 
down. Even short of that, a license at higher royalties than are offered to 
its less feisty rivals will substantially lower profits because the increment 
of royalties cannot be passed on in the same way.37 Thus, the payoff from 
losing in litigation, W, may be far below V(r), if the patentee is a hardball 
type. On the other hand, a softball patentee might be expected to continue 
to offer nondiscriminatory licenses, so that, aside from direct costs of 
litigation, W would roughly equal V(r).38  

If litigation were to take place, the infringer’s stake in winning is U – 
W. With a softball patentee, this is small, so the infringer’s stake is well 
below, and often far below, the patentee’s stake in litigation, S. To the ex-
tent that outcomes of litigation respond to relative stakes, this asymmetry 
of stakes makes the litigation highly asymmetric, and the patentee will be 
much more likely to win than the underlying merits warrant. If p repre-
sents the infringer’s probability of winning, as a function of the two par-
ties’ stakes in litigation, p(U – W, S) is below analogous probabilities such 
as p(S, S) that would arguably measure true merits, in the case of a softball 
patentee because U – W << S.  

                                                                                                                         
 36. Sheldon Kimmel, supra note 29, has shown that the pass-through effect can 
counter-intuitively make U < V(r) even in non-pathological cases. Although this 
strengthens our argument, we do not pursue it here. 
 37. One must be careful about the meaning of pass-through. In a commodity indus-
try such an increment will not be passed through unless the firm in question is the mar-
ginal producer. When there is product differentiation, an increase in this firm’s marginal 
cost will normally affect its price (and probably its rivals’ prices to a lesser degree), but 
here the relevant point is that the firm’s profits fall by a large fraction of the increment in 
royalties, in contrast to the profit effect of uniform royalties among competitors. 
 38. If r is limited by the potential for challenge, it may well be that (if contracts al-
low) r will increase following an unsuccessful challenge. By the same logic as in the text, 
however, as long as such an increase is nondiscriminatory as between the challenger and 
other licensees, it will have relatively little impact on each licensee’s profit. We do not 
pursue this here. 
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In the case of a hardball patentee, U – W may approximate xr*, where 
x is the infringer’s output. For reasonably small values of t, we can use the 
linear approximation U – V(t) = kxt for some constant k that is, because of 
pass-through, well below 1. The Appendix shows that in a symmetric 
Cournot (capacity-setting) oligopoly, when r is small, k = (e – 1)/(ne – 1), 
where e is the absolute value of demand elasticity (the percentage by 
which demand would fall as a result of a 1% price increase) and n is the 
number of firms. For instance, if e = 1.5 and n = 6 then k = [1/16]. The 
Appendix also describes a five-firm example with a 5% royalty in which k 
is roughly an eighth. Then we have: 

kxt = [1 – p(U – W, S)]xr* + L(U – W, S),  

so that  

t = [1 – p(U – W, S)][r*/k] + L/[kx]. 

This value of t exceeds the benchmark of qr* for three reasons. First, 1 – p 
is likely to exceed q. Even though an infringer facing a hardball patentee 
has relatively strong litigation incentives, the public good problem still 
applies, so U – W seems likely to be less than S. Second, even if 1 – p = q, 
the first term in the expression for t is also inflated by a factor of [1/k]. 
Third, litigation costs per unit of output are also inflated by a factor of k 
even relative to the normal (not optimal) benchmark in which litigation 
costs will allow a degree of hold-up. As illustrated above and in the ap-
pendix, [1/k] can easily be well over five, so these effects can be big. 

Now consider a softball patentee. In the rather extreme case that we 
consider under that name, litigation costs L are the only downside of a pat-
ent challenge. Thus we have: 

p(U – V(r), S)kxt = L(U – V(r), S),  

so  

xt = L/[pk]. 

This is not easily related to the benchmark of t = qr*, but we can compare 
it to the case of purely private litigation, in which each party has the same 
amount, Y, at stake. There, a demand will be challenged if Y > L/[1 – q]. 
Thus t can be elevated for two reasons. First, p < 1 – q because of weak 
incentives in litigation against a softball patentee, as discussed above. 
Second, the level of t that will call forth a challenge is inflated by the fac-
tor [1/k] > 1, relative to the private-litigation benchmark. As foreshadowed 
earlier, a patentee can demand royalties r up to a threshold level t that is 
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high compared to a natural normative benchmark qr* for a hardball pat-
entee, and high compared to the ordinary private-litigation benchmark of 
L/[(1 – q)x] for a softball patentee. 

V. POSSIBLE SOLUTIONS FOR INADEQUACY OF 
LITIGATION 

If litigation is often biased (at least for softball patentees) and unap-
pealing (at least for hardball patentees) and hence an unreliable ex post fix, 
what policy conclusions follow? It would make sense to improve USPTO 
examination, supplement litigation with other ex post reexamination 
mechanisms, or (most likely) both. We examine these in turn. 

A. Improving USPTO examination 
USPTO examination could be improved in various straightforward 

ways, but at a cost. Patent examiners could be given more time and more 
balanced incentives. The USPTO could regularly, rather than exception-
ally, have more than one examiner assess an application, and could inves-
tigate further when examiners disagree.  

Another way to get more information into the process would draw 
more fully on the applicant’s information.41

 The applicant has a duty of 
equitable conduct, arising from the recognition that the applicant has a 
great deal of information that bears on validity.42

 But current enforcement 
of that duty falls short of taking full advantage of that source. We recom-
mend moving beyond today’s exclusive narrow focus on probably bad be-
havior, and considering policies that pay broader attention to an appli-
cant’s incentives to search and to disclose. 

With the growing complexity of technology and the consequent bur-
dens on the USPTO, the courts and the USPTO itself began to formulate 
rules requiring truthful disclosures by a patent applicant. These rules re-
flected the understanding that the inventor him or herself is initially the 
best source of information not only about the invention sought to be pat-
ented, but also about the prior art. As one court put it,  

Because patent applications are prosecuted ex parte, almost al-
ways concern complicated matters of technology, and often 
come on the heels of lengthy preliminary investigation, appli-

                                                                                                                         
 41. This is the foundation for the Federal Trade Commission’s recommendation that 
patent applicants be required to submit a statement of relevancy with all prior art disclo-
sures during patent prosecution, upon the request of the examiner. See FTC REPORT, su-
pra note 2, ch. 5, at 12-13. 
 42. Id. at 7-8. 
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cants are under a strict duty to reveal to the PTO all facts mate-
rial to their applications. . . . In order to set up a disincentive for 
shirking this duty to disclose, courts have permitted defendants 
to assert, as defense to a claim of patent infringement, that the 
patent in suit is unenforceable by reason of the applicant’s “in-
equitable conduct” in dealings with the PTO.43  

But applicant disclosure rules have been a notorious sore spot in the 
patent system for some time. The Federal Circuit and the USPTO have 
each struggled over how to structure such disclosure rules.44 We see two 
problems with the current system. First, disclosure is treated as a matter of 
enforcing a duty rather than as designing incentives. That is, the rules are 
set up in such a way that the applicant has an incentive to conceal as much 
as it can get away with concealing. Second, perhaps paradoxically, the 
penalty for insufficient disclosure is so harsh and inflexible that it has led 
to substantial nullification. 

The penalty for insufficient disclosure is the complete invalidation of 
the inventor’s patent. This is harsh if a valuable patent is jeopardized by a 
minor oversight by the applicant, yet no less drastic penalty is available. 
That makes enforcers loath to enforce the rule outside egregious cases.45 
There is no doubt that current rules focus tightly on the intent of the appli-
cant as a result.46 Because intent can be difficult to prove, the current rules 
are often said to evoke less than robust disclosure of prior art on the part 
of patent applicants.47 

                                                                                                                         
 43. Mech. Plastic Corp. v. Rawlplug Co., 14 U.S.P.Q.2d (BNA) 1058, 1060-61 
(S.D.N.Y. 1989). 
 44. See, e.g., Intirtool, Ltd. v. Texar Corp., 369 F.3d 1289 (Fed. Cir. 2004) (continu-
ing the long Federal Circuit trend of finding no inequitable conduct during patent prose-
cution). 
 45. In the context of capital punishment, a similar dynamic is called nullification, 
where juries have been reluctant to convict when the penalty for relatively minor offenses 
has seemed harsh. 
 46. See, e.g., Upjohn Co. v. Mova Pharm. Corp., 225 F.3d 1306, 1312 (Fed. Cir. 
2000) (holding that false disclosure or withholding of information from the USPTO must 
be accompanied by intent to deceive or mislead the examiner into granting a patent). 
 47. This is a frequent lament of those concerned with patent quality. See, e.g., 
Eugene R. Quinn, The Proliferation of Electronic Commerce Patents: Don’t Blame the 
PTO, 28 RUTGERS COMPUTER & TECH. L.J. 121, 150 (2002). Concerns with the subjec-
tivity and inadequacy of the doctrine led the prestigious panel reviewing patent law re-
form for the National Research Council of the National Academies of Science to recom-
mend scrapping or seriously revising the doctrine: 

In view of its cost and limited deterrent value the committee recom-
mends the elimination of the inequitable conduct doctrine or changes in 
its implementation. The latter might include ending the inference of in-
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Just as one cannot enforce traffic laws with nuclear weapons, such a 
harsh all-or-nothing penalty is unlikely to be used to discipline violations 
other than the most egregious. If a lesser penalty were available, appli-
cants paradoxically might face stricter enforcement of the duty. For exam-
ple, a rule that permitted a court to deduct time from the tail end of a pat-
ent, in proportion to the gravity of the applicant’s misfeasance during 
prosecution, might encourage courts to apply the threshold test strictly. 
Then, any adjustments needed in the interests of fairness, such as deter-
mining the exact amount of time that should be subtracted, could be made 
at the penalty stage.48 There is no meaningful reform initiative on the table 
along these lines. 

Instead, the Federal Circuit relaxed the stringency of the inequitable 
conduct doctrine. This may partly reflect the reluctance to use the harsh 
penalty. In addition, the court did not want to give competitors and cus-
tomers too much incentive to comb through the patent prosecution record 
and the prior art, looking for clever ways to show that the patentee shaded 
a disclosure or failed to cite or discuss a piece of prior art.49 As a result, 
the search and disclosure requirements for inventors are in many ways 
quite lenient. The rule is that if the inventor knows of information material 
to patentability, he must disclose it, but the inventor has no affirmative 
duty to search the prior art,50 and often little incentive to do so. The default 
rule is that it is the patent examiner, not the applicant, who must search for 

                                                                                                                         
tent from the materiality of the information that was withheld, de novo 
review by the Federal Circuit of district court findings of inequitable 
conduct, award of attorney’s fees to a prevailing patentee, or referral to 
the USPTO for reexamination and disciplinary action. Any of these 
changes would have the effect of discouraging resort to the inequitable 
conduct defense and therefore reducing its cost. 

NAS STUDY, supra note 1, at 100. 
 48. Interestingly, a move in this direction would mirror the evolution of a similar 
change in tort law. Courts in a bygone era completely excused wrongful behavior on the 
part of a tortfeasor if the victim of the tort had also been at fault to any degree (contribu-
tory negligence). This all or nothing rule was subject to a powerful critique: in cases 
where victims are likely to be partially at fault, prospective tortfeasors have little reason 
to be careful. The solution was to switch to comparative negligence, under which mone-
tary liability is apportioned in accordance with the relative fault of the tortfeasor and the 
victim. 
 49. It is not clear that this is a legitimate fear. When a patent is invalid, it is a public 
service to prove it, so the concern must be that challengers would be able to find evidence 
that would wrongly convince a court that the patent was invalid. Moreover this possibility 
must outweigh the positive externality of a diligent search for evidence of invalidity. This 
strikes us as unlikely. 
 50. FTC REPORT, supra note 2, ch. 5, at 8. 
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prior art.51 Patent examiners have a variety of resources, but search by the 
applicant would surely be helpful. Society fails to use available informa-
tion if the applicant has little incentive to search and can get away with 
disclosing only favorable or obvious information.52 

This argues for a different approach, in which the system as a whole is 
set up in such a way that the applicant has a strong but supple incentive to 
search for and reveal relevant information.53 For instance, Professors Lem-
ley and Shapiro have discussed a tiered system in which patent applicants 
choose the level of review (and concomitantly the strength of a presump-
tion of validity).54 One could also give patentees better incentives to find 
prior art early by penalizing them if their patents are overturned. After all, 
such a patentee almost caused harm to economic efficiency and more sub-
stantial harm to other economic actors.55 But setting up a liability-like in-
centive is difficult because when the patentee actually causes harm, it is 
through an invalid patent that is not overturned. This situation is almost by 
definition impossible to diagnose, so there is an inevitable mismatch be-
tween actual harm and observed indicia. As a result, a policy of penalizing 
patentees whose patents are overturned will have drawbacks (making pat-

                                                                                                                         
 51. Id. at 7. 
 52. Applicants do have some incentive to search, because if the examiner finds prior 
art and the application cannot be reformulated to avoid it, the applicant has lost its appli-
cation costs. But unless examiners will find all prior art, the applicant’s incentive to 
search (and disclose) ought to include the expected social costs of potential issuance of an 
invalid patent if the examiner misses prior art that the applicant would have found. As we 
discuss in the text, contrary to Professor Lemley, those social costs are not limited to ac-
tual litigation costs for a small number of wrongly issued patents. 
 53. An important empirical study found that patents invalidated in litigation for rea-
sons pertaining to prior art were much more likely to involve prior art that was not cited 
by the applicant during patent prosecution. John R. Allison & Mark A. Lemley, Empiri-
cal Evidence on the Validity of Litigated Patents, 26 AIPLA Q.J. 185, 231-34 (1998). An 
optimist might interpret this to suggest that if you expect to litigate your patent, it is wise 
to cite as much prior art as possible, but the correlation need not imply causation. More-
over, for the reasons established earlier in this Article, and as supported by extensive sta-
tistical evidence, there are many reasons to expect that a patent will never be litigated. 
Thus, this empirical finding falls far short of supporting the notion that patentees already 
have adequate incentive to make full investigation and disclosure of prior art. 
 54. Lemley & Shapiro, supra note 24, at 17. 
 55. This statement reflects the fact that the harm to others from the patentee’s poten-
tial ability (but for the overturning of the patent) to collect a tax is largely—though not 
fully—counterbalanced in terms of ex post efficiency by the gain to the patentee. It is not 
immediately clear whether the difference (the deadweight loss) or the harm to others is 
the right measure of harm to be deterred. 
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entees defend invalid patents all the more vigorously) as well as the desir-
able effect of encouraging search and disclosure to the USPTO.56 

B. Other Opposition Proceedings 
Potential infringers and their customers also may have rich informa-

tion on patent validity. That information could in principle feed into the 
system through ex post litigation. But if, as we argue, litigation’s high 
costs make the asymmetry of stakes matter a lot, litigation may not bring 
forward such information as reliably and forcefully as one would wish. 
One response would be to add a lower-cost, post-issuance proceeding in 
which customers, competitors, and others could adduce evidence of inva-
lidity.57 The stakes will still be unbalanced, but if costs are low enough 
this might not matter so much. 

There are currently two statutory routes to patent reexamination that 
can be used by anyone who wants to challenge an issued patent. The first, 
instituted in 1980, is seldom used, due largely to the limited participation 
permitted to those who request a reexamination. The second was designed 
to remedy this issue, and allows more participation by the requester, but a 
challenger who raises an issue during this type of reexamination cannot 
revisit that issue in later infringement litigation.58 This feature makes the 
new reexamination system even more ineffectual than the old one, as we 
discuss below. The new system came into effect in 1999, and only a small 
number of requests have been submitted under it so far—even though over 
700,000 patents have issued since 1999.59 

                                                                                                                         
 56. Nevertheless, there is a rule under antitrust law establishing liability for patent 
applicants who apply for patents they know to be invalid. See Walker Process Equip., Inc. 
v. Food Mach. & Chem. Corp., 382 U.S. 172, 176 (1965). Perhaps it is time to revisit the 
Walker Process rule, which has been applied in very few cases in recent years. 
 57. This needs to be post-issuance only because it really needs to be post-disclosure. 
If, as is now sometimes the case (and as the FTC has recommended should more uni-
formly be the case), applications become public after eighteen months, an opposition 
procedure could begin then and not wait until issuance. FTC REPORT, supra note 2, ch. 5, 
at 15. Indeed, there might be gains from allowing the examiner to see the opposition’s 
case before he makes his decision.  
 58. Until November of 2002, a reexamination requester did not even have the right 
to appeal a reexamination proceeding that went unfavorably. While that has changed, 
requesters who lose a reexamination request are still fully estopped from using the same 
prior art in subsequent patent infringement litigation—that is, if they are later sued by the 
patent holder. 
 59. See USPTO, PERFORMANCE AND ACCOUNTABILITY REPORT 2003, supra note 4. 



2004] INCENTIVES TO CHALLENGE AND DEFEND PATENTS 965 

 

1. “Old” Reexaminations Under the 1980 Act 

In 1980, Congress was apprised that high-cost district court litigation60 
was the only effective way for third parties to invalidate a patent. Con-
gress was moved by this testimony to create the first reexamination sys-
tem, which was described as a “relatively inexpensive” way to invalidate 
patents.61 Thus, the 1980 Reexamination Act was born of a concern to al-
low low-cost validity challenges to patents.62 But the legislative history of 
the Act makes it clear that Congress was also worried that reexaminations 
could run amok, and in particular that multiple patent challenges could be 
used to harass a patentee.63 This concern about the strategic abuse of reex-
aminations led to severe limitations on third parties’ rights to participate in 
the process once a reexamination was launched.64 It was also factored into 
the drafting of the part of the Act that specifies the grounds for reexamina-
tion.65 Collectively, these limitations make reexamination look much more 
like simply a mere repeat of the original ex parte patent examination, al-
beit with some new information. 

Patent examination is in many ways steered by the patent applicant, 
and tightly constrains the discretion of patent examiners. Thus, even where 
a patent challenger has introduced evidence that a patent is invalid, the 
patentee has many opportunities to reframe the issue, rebut the evidence, 
and otherwise put its own spin on the information. This agenda control is a 
powerful weapon for patent applicants. It is not enough to permit a patent 
challenger to send a copy of a technical article or prior patent to the 

                                                                                                                         
 60. See H.R. REP. NO. 96-1307, pt. 1, at 4 (1980), reprinted in 1980 U.S.C.C.A.N. 
6460, 6462-63 (1980) (estimating average cost of defending patent infringement claim at 
$250,000). Taking inflation into account, this translates into a cost of $700,000 today. See 
Allen M. Leung, Legal Judo: Strategic Applications of Reexamination Versus An Aggres-
sive Adversary (Part I), 84 J. PAT. & TRADEMARK OFF. SOC’Y 471, 480 (2002). 
 61. See H.R. REP. NO. 96-1307, pt. 1, at 4, reprinted in 1980 U.S.C.C.A.N. at 6463 
(stating that reexamination meets the need for “useful and necessary alternatives for chal-
lengers and patent owners to test the validity of [a] patent in an efficient and relatively 
inexpensive manner”). 
 62. Pub. L. No. 96-517, 94 Stat. 3015 (codified at 35 U.S.C.). 
 63. H.R. REP. NO. 96-1307, pt. 1, at 3-4, reprinted in 1980 U.S.C.C.A.N. 6460, 
6463 (1980). 
 64. Id. at 6-8, reprinted in 1980 U.S.C.C.A.N. 6460, 6465-67 (1980); see 35 U.S.C. 
§§ 311-318 (codification of inter partes reexamination). 
 65. H.R. REP. NO. 96-1307, pt. 1, at 6-7, reprinted in 1980 U.S.C.C.A.N. 6460, 
6466-67 (analyzing § 303 of the 1980 Reexamination Act, which stated that the Commis-
sioner could order reexamination upon the determination that a “‘substantial new ques-
tion of patentability’ is raised in connection with any claims of the patent against which a 
patent or printed publication is cited”); see 35 U.S.C. § 302 (2000) (codification of the 
standard). 
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2. “New” Reexaminations: Going Backward 

In 1999, Congress introduced a new inter partes (“among parties”) 
reexamination system,68 designed to fall into the same general category as 
full-blown litigation, in answer to the criticisms about lack of participation 
in the old reexamination system. The new system is optional; it co-exists 
with the old one. 

The new system permits greater participation, but this comes at a steep 
price. Under the 1999 Act, any issue raised by a challenger during reex-
amination cannot be revisited in a later trial involving that challenger.69 
This creates huge risks for challengers, who must trust that the USPTO 
will not make any mistakes in handling the reexamination. There is no op-
portunity to litigate the issue again in court. The broad consensus among 
patent experts is that these risks are too great.70 Since the Act was passed, 
there have been only twenty-six requests for inter partes reexaminations.71 
Legislative changes in 2002 expanded the right of appeal for unsuccessful 
requesters,72 but this has obviously not yet caused a flood of requests. 
While some hope that the new-style request will catch on,73 that does not 
seem likely until Congress changes the statute to reduce the risks of using 
the current system. 

3. Towards an Effective Post-Grant Revocation System 

We have tried to show the crying need for an effective way to invali-
date patents after they are issued without going to court. For all the rea-
sons recited in the preceding paragraphs, the existing reexamination op-
tions fall far short of what is needed. While other articles in this issue pro-
vide much more detail about what a new system should look like, we do 
pause here to emphasize one caveat. 

There is another side to the patent revocation story, one we have not 
emphasized. Post-grant patent revocations could be misused by firms who 
                                                                                                                         
 68. Pub. L. No. 106-113, 113 Stat. 1501 (codified in sequence beginning at 35 
U.S.C. § 311). See generally Kenneth L. Cage & Lawrence T. Cullen, An Overview of 
Inter Partes Reexamination, 85 J. PAT. & TRADEMARK OFF. SOC’Y 931 (2003). 
 69. 35 U.S.C. § 317 (2000). 
 70. See, e.g., Mark D. Janis, Inter Partes Patent Reexamination, 10 FORDHAM IN-
TELL. PROP. MEDIA & ENT. L.J. 481, 498 (2000) (criticizing this feature of reexamina-
tions, among others). 
 71. See USPTO, PERFORMANCE AND ACCOUNTABILITY REPORT 2003, supra note 4, 
tbl.13b, available at http://www.uspto.gov/web/offices/com/annual/2003/060413b_table-
13b.html. 
 72. 21st Century Department of Justice Appropriations Authorization Act, 35 
U.S.C. § 315(b) (2002). 
 73. See, e.g., Leung, supra note 60. 
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simply want to slow down or injure a patentee-firm. True, the lower cost 
of a revocation procedure relative to litigation will reduce the prospect of 
this sort of harm. But because the harm is still possible, safeguards must 
be built into the revocation system to prevent it from being overused. One 
response would be to limit patent revocations to some specific time period 
after the grant of a patent. This is far from ideal, given that the value of 
some patents will not be known, and hence the gains from invalidating 
these patents will not become clear, until well after patent issuance. Yet 
the general policy in the law of property favoring settled title argues for a 
cutoff to the post-grant challenge period. This will allow expectations re-
garding the value of the patent to settle, engendering commercial stability 
and fostering the market for patent licensing.74 

VI. CONCLUSION 
The economics of patents often create a grave imbalance of incentives 

between a patentee and a potential challenger to the patent. Incentives 
within litigation itself will be unbalanced, especially when a failed chal-
lenge will not penalize an infringer relative to no challenge at all. The fact 
that litigants in important cases typically choose to spend a lot of money 
implies that spending raises the probability of a favorable outcome. Hence, 
unbalanced incentives are apt to create biased outcomes. Meanwhile, in-
centives to challenge at all are unbalanced when a patentee is expected to 
severely punish an unsuccessful challenger. All this makes litigation an 
inadequate substitute for adequate patent examination at the USPTO. 

This is a serious problem because invalid patents are a costly drain on 
the economy. If the patent litigation game encourages settlement in cases 
involving invalid patents—and we believe it is—then that game is costing 
society a great deal of money. As we have demonstrated, when a patentee 
is expected to play hardball and severely penalize failed challenges, actual 
challenges are apt to be prosecuted much more seriously and final adjudi-
cations are likely to be more reliable. But hardball tactics can often penal-
ize challengers quite severely at little ex post cost to a patentee. In negotia-
tion between a patentee and a single challenger, privately attractive set-
tlements that short-change non-participants, and downstream customers in 
particular, are a likely result. Thus, although challenges prosecuted to 
completion would yield relatively fair results, there will be very few such 
challenges, and patentees will be able to extract royalties disproportionate 

                                                                                                                         
 74. See Steven G. Kunin & Anton W. Fetting, The Metamorphosis of Inter Partes 
Reexamination, 19 BERKELEY TECH. L.J. 971 (2004). 
 



������ ���	�
��	��
������	��	������	�	�����
	�
�� ����

�

��� ������ �	��
���� ����� ����
����� ����
�� �
� ���
����� ������� �
������� ����

��	������	�������������	�������	
���������
���
������

��
������ ������ �����
���� ��	�� ��� �
����� �	��
��� 	��� ������	
��� ��� ���

��������
���������
��
����� ����!�����	
����	���������	���
	��!������
�

�������
�� ��� "	���	��
���� ��
��������� �� ��
��
�� ��� 	� "	��	�
��#�� ����

�	��������������������������	����	
����	����������������
����
����	��

�����	���	��$	
�����"	"�%��
���	"����������	����"���	�������
!�����	���

����������	"��"���������
���&�
	���"��	����	�������������������������

�����"	���	��
��� ����������
����	�����	"��	���
����	��!����������������

�����������������	�
����������������"�����	������ ��	�� ����������� �
�

��
��!���$����������'���%����
���"�	���������	�������	���������������

�
�����	���
��#���������	
���������������	��
��������
��
����������������

�
����	��
���

�!	���
�	��	���	��
	"�������������������

���	������

 ����	���
��'������	�����������
����&�������	������������	
�"��	�����

�������	��
�������������
���
������	��"�	��������������"����
���������
���

���	����� ��	�� 	��� ��	����� �
�������� ����
��� ��� �	
� "�� !���� ���	�� ���� 	�

�	��
���� ��� ��������
	��� 	��
�� ���
����(���� �
��	
���� �
� ���� "	���� ���

��������	� ���
������	�
���� �����	��
��� ������!��� �����	��
����	� ����	��

����� ������ ��� ������ ��	�
���� ����� �	�������
�� ����� ������� �!�
� ��� ����

��������
	�����������������	���	��"��������
����$�������������	����!���

������	�����
����
���"�%��

&��������
�����������
����
������	��
�����������
������	������
�	�����

��	���� ���������!�� �
�������� ��������	��� ��
������ 	� ��������������
���

$�	�	����������
�%� �
�������������� ������ ��� �)�	� ������ �	��
�� 	
� �
�������

���	
���	��������������	
�������	���
��	
��	
�������������	���
	���������

��*����+��������������	�����������������!	�������������	��!������������	�

	���
��������
�����!�
�����
��	����"���,�

��
��� ���� �������������� ���	
�� �	�������� ������� ���� �)���"�����������

����	������������	
�	���-��
����)�	���
.�

/��0�$��*��%12��3�42/��1���

�����	���

��3����$��*��%2/���0�41��

5
������� ���	
�� ����� �� �
	�
�� ����� ������ ��� �	
� �	��	��� �
�������

��������/��0�$��*��%1��	
�����	����
�����!�
�������� ��������������	���	�

��!��� ������� ���	��� �� �
� �
������� �������� 	
�� �
� ���
��� ��!�
���� 	���

��!�
�"�� �����	���	�����!	��!�������� �������� ������ �������
��"��� ��� ����



970 BERKELEY TECHNOLOGY LAW JOURNAL [Vol. 19:943 

 

ratio of these derivatives. Calculation shows that the ratio of the marginal 
effect of r on industry profits, to the marginal effect of r on license reve-
nues, is given by (e – 1)/(ne – 1) times (c + r)/(c + r – er), which for small 
[r/c] is just (e – 1)/(ne – 1). Note that when e > 1 this ratio is always below 
[1/n], so the pass-through effect saps incentives to challenge even more 
than the public-good effect. But there is no particular need to compare 
them: they operate in tandem. 

For example, if n = 5 and e = 2, the ratio of marginal effects is [1/9]: a 
small royalty hurts the direct licensees in aggregate only [1/9] as much as 
it benefits the patentee. Further calculation shows that in this example, 
when r is five percent of the equilibrium price, and scaling demand so that 
total industry revenues pQ are equal to $1 billion and royalties are $50 
million, total industry profits are $100 million ($20 million for each of the 
five firms) and would increase only by [1/17], to approximately $106 mil-
lion, if the royalty were removed. Thus, the industry’s collective incentive 
to overturn the patent (if that were the royalty rate) would be only $6 mil-
lion, versus the patentee’s $50 million incentive to defend it. This analysis 
formalizes a similar insight from a recent book by William Landes and 
Richard Posner concerning incentives of IP-owning firms in the legislative 
lobbying context.75 

Now consider the profit impact of discriminatory license terms. Here 
there are two key pieces of economics to keep in mind. First, if all com-
petitors are paying 1% and firm X must pay 2%, the first 1% is likely to be 
largely passed through as discussed above, but the additional 1% paid by 
firm X is borne by firm X. It may affect the price X charges, but unlike the 
case discussed above, firm X is hurt by it. Second, if the patentee faces 
multiple licensees whose demand is unrelated (for instance, local monopo-
lists in completely separate geographic or applications markets), it is not 
very costly for it to charge somewhat less than the profit-maximizing roy-
alty to some licensees and somewhat more to others. This is because, by 
the standard first-order condition, the profit function is flat near the opti-
mum. 

                                                                                                                         
 75. See WILLIAM M. LANDES & RICHARD A. POSNER, THE ECONOMIC STRUCTURE 
OF INTELLECTUAL PROPERTY LAW 407 (2003). 
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designed post-grant process would improve patent quality, reduce the cost 
of confirming patentability, and increase efficiency. Such a transformation 
would result in a more predictable, reliable, and timely confirmation of 
patentability.   

This Article proposes a new post-grant review process based on the 
experience of the United States Patent and Trademark Office (USPTO) 
with inter partes reexamination to date. The proposal looks to and adopts 
aspects of the USPTO’s 21st Century Strategic Plan,1 as well as com-
ments received by the USPTO during its Round Table Meeting on The 
Equities of Inter Partes Reexamination Proceedings (“Inter Partes Round 
Table”) held in February of 2004,2 and related comments from the Na-
tional Research Council.3 As a result, the proposed post-grant review proc-
ess would require a prima facie case of unpatentability for initiation. Pro-
ceedings would be bifurcated into those initiated within one year from 
patent grant or reissue and those initiated later. Proceedings initiated 
within the first year would have a lower fee, be available to anyone, allow 
consideration of any issue of patentability, and limit estoppel to issues ac-
tually raised. In contrast, proceedings requested after the first year would 
have a higher fee, be available only to parties with a significant economic 
or proprietary interest in the validity of a patent, and apply estoppel to any 
issue raised or that could have been raised. Overall, the procedure would 
require total electronic conveyance and maintenance of records, be con-
ducted at a newly nominated Board of Patent Adjudication (“BPA”) by a 
panel of three administrative patent judges (APJs), and have limited forms 
of discovery. 

Parts II and III, respectively, of this Article review the current state of 
post-grant review and discuss the policy goals driving the proposal. Part 

                                                                                                                                                
 1. The 21st Century Strategic Plan identified the need for applicants and the 
USPTO to share responsibility in the patent process. One action the plan identified was to 
“[m]ake patents more reliable by proposing amendments to patent laws to improve a 
post-grant review of patents.” USPTO, THE 21ST CENTURY STRATEGIC PLAN 13 (2003) 
[hereinafter USPTO PLAN], available at http://www.uspto.gov/web/offices/com/strat21/-
stratplan_03feb2003.pdf.  
 2. USPTO, Round Table Meeting: The Equities Of Inter Partes Reexamination 
Proceedings (Feb. 17, 2004) [hereinafter Inter Partes Round Table] (commenting on the 
USPTO’s inter partes experience to date and making recommendations for a reexamina-
tion procedure), available at http://www.uspto.gov/web/offices/pac/dapp/opla/comments-
/reexamproceed/round_tbl_transcript.pdf. 
 3. NAT’L ACAD. OF SCIS., A PATENT SYSTEM FOR THE 21ST CENTURY (Stephen A. 
Merrill et al. eds., forthcoming 2004) [hereinafter NAS STUDY], available at http://www.-
nap.edu/books/0309089107/html. 
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where one party produced an affidavit supporting patentability, the other 
party might be granted an opportunity to cross-examine the affiant by way 
of a deposition. If warranted, a party could also compel the production of 
evidence at issue but not in the record. An APJ would not necessarily be 
present at such proceedings, but such a proceeding would require approval 
of the APJs. Furthermore, the role of the USPTO in a post-grant review 
process would be limited to adjudication. The third party and patent owner 
would present the issues to be resolved in briefs before the BPA. 

8. Nature of Evidentiary Showing 

Reasonable challenges must be encouraged to effectively quiet title. 
Ultimately, the outcome of a post-grant review proceeding depends upon 
the burden of evidence. The policy of testing the patentability of a patent’s 
claims and reaching a predictable, reliable resolution in a timely fashion 
argue for a deliberate lowering of the evidentiary threshold to a prepon-
derance standard during the first year following grant. In addition, there 
would not be a statutory presumption of validity. This lowering of the evi-
dentiary threshold would greatly encourage early filing of a post-grant re-
view proceeding.42 Claims still in effect after the first year following grant 
would be more rigorous and reliable. 

9. Amendment of Claims in Review Proceeding 

Fairness compels offering the patentee some form of amendment op-
portunity in response to the challenges of unpatentability. However, this is 
offset by the need for timeliness and minimization of abuse. A suggested 
balance would require the requestor of a post-grant review proceeding to 
set forth all arguments at the initiation of the proceeding, with additional 
issues introduced only for good cause at later time. In turn, the patent 
owner would be afforded one opportunity to amend the claims in the re-
sponse to the issues set out by the requestor. Amendments after the initial 
response, if permitted, would only be allowed for good cause. This would 
settle the claims at issue rapidly and eliminate the potential for harassing 
iterative amendments and arguments. Should the owner need to further 
amend claims, the avenue of filing for reissue would remain available. 

                                                                                                                                                
be swayed by an affidavit even though the affiant’s knowledge, qualifi-
cations, and skills have not been tested through a cross-examination 
process. In a later civil action, the third-party requester may be es-
topped from challenging the conclusions of the affiant. 

Id., supra note 2, at 16-17 (remarks by Collin Webb, Esq., CNH America and American 
Bar Association Subcommittee for Patent Reexamination and Opposition). 
 42. See id. at 25 (remarks by Beth Weimer, Esq., Morgan, Lewis & Bockius LLP). 
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10.  Settlement 

In the interest of timeliness and efficiency, the post-grant review pro-
ceeding would be terminated based upon a proposed settlement by the pat-
ent owner in the nature of uncontested proposed amendments. The ab-
sence of an examination within the post-grant proceeding would likely re-
sult in the owner implementing the settlement by filing separately for reis-
sue. Third party acquiescence would obviate involvement by the third 
party in the follow on reissue, and would apply the rigors of substantive 
examination to the proposed changes. 

11. Judicial Review 

A party seeking to overturn an adverse decision in a post-grant review 
proceeding would first request reconsideration by the Board of Patent Ad-
judication after pointing out alleged errors or interpretive differences. 
Should the Board issue an adverse decision after reconsideration, recourse 
could be had, as with existing law, to the Court of Appeals for the Federal 
Circuit.  

12. Relation to Other Post-Grant Proceedings 

While possible, the USPTO would generally disallow merger of post-
grant review proceedings with other related proceedings, such as ex parte 
reexamination or reissue. The USPTO would likely stay any such related 
proceedings until the termination of the post-grant review to retain special 
dispatch within the post-grant review and to minimize the administrative 
burden in managing all such related proceedings.  

V. SPECIFIC LEGISLATIVE PROPOSALS FOR 
IMPLEMENTATION 

Inter partes reexamination law is codified at 35 U.S.C. §§ 311-318. 
The following proposals would affect the necessary legislative changes to 
metamorphose inter partes reexamination into a post-grant review system. 

Section 311 would be amended to bifurcate the “any time” provision 
into separate time periods for each of two separate procedures.43 A contin-
ued limited post-grant review procedure could be initiated more than one 
year after patent grant or reissue, whereas a more robust review proceed-
ing would be available within one year from date of patent grant review. 
The fee requested in the first year would be less than that requested after 
one year, and the issue and collateral estoppel preclusion provisions would 
                                                                                                                                                
 43. See 35 U.S.C. § 311 (2000) (“Any third party requester at any time may file a 
request for inter partes reexamination by the office of a patent. . . .”) (emphasis added). 
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be reduced in scope for the post-grant proceeding requested within the 
first year. The criteria for challenging patentability would be expanded in 
post-grant review proceedings to allow all issues related to patentability to 
be contested.44 The real party in interest requirement would remain.45 

Section 312 would change the standard for ordering an inter partes 
proceeding from a substantial new question of patentability to prima facie 
unpatentability of at least one patent claim.46 Should the USPTO decide 
not to order an inter partes proceeding, the decision would be final and not 
open to appeal.47 

Section 313 would restrict the scope of a post-grant inter partes pro-
ceeding to the challenged claims, although the post-grant proceeding could 
be ordered on a single claim.48  

Section 314 would assign post-grant inter partes proceedings to the 
Board of Patent Adjudication conducted by panels of three APJs.49 The 
requirement for special dispatch would remain.50 The inter partes proceed-
ings would allow for limited amounts of discovery to be carefully man-
aged by the APJs. The limited nature of administrative patent proceedings 
would suggest that trial type proceedings between two opposing parties 
would not be permitted. An administrative patent judge must grant mo-
tions for specific discovery requests. 

BPA control over the proceeding would eliminate reference to exami-
nation under 35 U.S.C. §§ 132 and 133.51 An opportunity for a single 
amendment would be provided, which, as with reexamination in general, 
could not enlarge the scope of the claims.52 The third party would be given 
two months to respond following a patent owner’s reply to any communi-
cation in the proceeding.53 
                                                                                                                                                
 44. See id. § 301(a) (currently allowing inter partes reexamination based on “any 
prior art cited under the provision of section 301”). 
 45.  See id. § 301(b)(1) (currently requiring identity of the real part of interest). 
 46. See id. § 302 (currently stating that the standard is whether “a substantial new 
question of patentability affecting any claim if the patent concerned is raised by the re-
quest”). 
 47.  See id. § 302(c) (determination by Director is final and non-appealable). 
 48. See id. § 313 (currently restricting scope to the determination of the substantial 
new question of patentability affecting a claim of a patent). 
 49. See id. § 314 (currently allowing the Director to establish regulations for reex-
amination per 35 U.S.C. § 132(b)). 
 50. See id. § 314(c) (“Special dispatch.”). 
 51. See id. § 314(a) (referencing 35 U.S.C. §§ 132 and 133). 
 52. See id. § 314(a) (currently permitting amendment that would not enlarge the 
scope of the patent). 
 53. See id. § 314(b)(a) (currently requiring response within thirty days of patent 
owner’s response). 
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Section 315 would limit appeals to the Court of Appeals for the Fed-
eral Circuit.54 

Section 316 would remain the same, 55 while Section 317 would pro-
hibit initiating other reexaminations to ensure special dispatch.56 Similarly, 
section 317 would proscribe merger with other proceedings to avoid 
enlarging the scope of issues and the provision relating to unavailable 
prior art would be eliminated.57 

Section 318 would allow the USPTO to stay post-grant review pro-
ceedings where warranted in the interests of justice.58 Settlements would 
be permitted to resolve issues expeditiously. The USPTO would still retain 
the authority for Director ordered reexaminations if issues remained after 
any such settlement.  

Eligibility for patents subject to post-grant review proceedings would 
include all patents in force at the date of implementation.59 However, pat-
ents one year or more past grant date would be subject to the second tier 
fee and issue preclusion effect. There would not be a transition provision 
permitting requestors to enjoy the benefits of the lower fee and issue pre-
clusion features for patents that were more than one year old as of the new 
law’s effective date. 

                                                                                                                                                
 54.  See id. § 315 (referencing ability to appeal  to Board of Patent Appeals and In-
terferences as well as the United States Federal District Court for the District of Colum-
bia). 
 55. See id. § 316(a) (currently requiring the Director to issue a certificate once the 
time for appeal is expired or any appeal proceeding has terminated).  
 56. See id. § 317 (currently preventing third parties from filing subsequent requests 
for inter partes reexamination once an order for inter partes reexamination has been is-
sued or once a final decision has been entered against the third party who unsuccessfully 
challenged the validity of the patent in civil litigation or inter partes reexamination). 
 57. See id. § 317(b) (currently stating that “[t]his subsection does not prevent the 
assertion of invalidity based on newly discovered prior art unavailable to the third-party 
requester and the Patent and Trademark Office at the time of the inter partes reexamina-
tion proceedings”). 
 58. See id. § 318 (currently permitting patent owner to stay any pending litigation 
involving an issue of patentability once an order for inter partes reexamination of a pat-
ent has been issued).  
 59. First, and most importantly, and as previously recognized, the 1999 

legislation should be made retroactive so that it would apply to patents 
filed before November 29, 1999, as well as after. . . . In fact, I believe 
that’s the single change that needs to be made to have the system used 
more frequently. 

Inter Partes Round Table, supra note 2, at 59 (remarks by Nancy Linck, Senior Vice 
President and General Counsel, Gullford Pharmaceuticals).  
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VI. CONCLUSION 
This Article proposes a metamorphic evolution of inter partes reex-

amination, from a single track, time consuming procedure that severely 
limits subsequent validity checks, into a bifurcated, responsive, more le-
gally precise post-grant inter partes review practice, thus increasing avail-
ability of subsequent validity checks.  

Existing administrative challenges to patent validity weigh heavily to-
ward minimizing harassment of patent holders and away from encourag-
ing challenges. But challenges are the most effective means for quieting 
the title of patent holders and ought to be encouraged early in a patent’s 
life when uncertainty regarding validity is greatest and investment is least. 

The proposed post-grant review proceeding would improve patent 
quality, reduce the cost of confirming patentability, and increase effi-
ciency, resulting in a more predictable, reliable, and timely confirmation 
of patentability. Requiring a prima facie case of unpatentability for initia-
tion would minimize the potential for harassment. Quieting title with early 
requests would be encouraged by a lower fee, universal availability, an 
enlarged scope, and minimized estoppel effects. After the first year, the 
proceeding would have a higher fee, be available only to parties with a 
significant economic or proprietary interest in the validity of a patent, and 
apply full estoppel. Conducting the proceeding before three APJ panels 
would enhance the process’s reliability and predictability, as would the 
total electronic conveyance and maintenance of records and the availabil-
ity of limited forms of discovery. 
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Several policy review boards have advocated the introduction of 
post-grant patent review mechanisms in the U.S patent system. We dis-
cuss to what extent “patent quality” has been deteriorating in the U.S. 
patent system and then consider the expected impact of post-grant review 
mechanisms as advocated by the policy review boards. We take a de-
tailed look at the experience with the opposition mechanism at the Euro-
pean Patent Office. Our results indicate that a properly designed U.S. 
post-grant review could generate high welfare gains. We also discuss the 
design choices faced by policymakers in the United States and provide 
recommendations. 
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I. INTRODUCTION 
The past two decades have seen unprecedented growth in patenting in 

the United States and the rest of the world, coupled with increased interest 
on the part of many firms in acquiring, using, and enforcing patents. At the 
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same time, the types of subject matter that may be patented have ex-
panded, both through invention and through a series of court decisions. 
Not surprisingly, these changes have led to tensions in the system, some of 
which have manifested themselves in increased litigation and some in a 
decline in the average quality of patents issued. Several governmental and 
quasi-governmental bodies have called for reforms of various types. One 
measure that has received considerable support is the strengthening of the 
current inter partes reexamination system into a full post-grant open re-
view system that would have features in common with the European Pat-
ent Office (EPO) opposition system.  

This Article explores this policy option more thoroughly. In Part II, we 
define patent quality and discuss the welfare implications of having too 
many low quality patents, while in Part III, we provide evidence that stan-
dards have fallen with some of the patents issued under the current system. 
Next, in Part IV, we present the options for strengthened reexamination or 
open review systems that have been recommended in recent reports by the 
U.S. Patent and Trademark Office (USPTO),1 the Federal Trade Commis-
sion (FTC),2 and the National Academy of Sciences (NAS).3 Finally, in 
Parts V and VI, respectively, we review what is known about the function-
ing and effectiveness of the European opposition system to draw some les-
sons for the design of a similar system in the United States.4 

                                                                                                                         
 1. USPTO, THE 21ST CENTURY STRATEGIC PLAN (Feb. 3, 2003) [hereinafter 
USPTO PLAN], at http://www.uspto.gov/web/offices/com/strat21/stratplan_03feb2003.-
pdf. 
 2. FED’L TRADE COMM’N, TO PROMOTE INNOVATION: THE PROPER BALANCE OF 
COMPETITION AND PATENT LAW AND POLICY (2003) [hereinafter FTC REPORT], at 
http://www.ftc.gov/os/2003/10/innovationrpt.pdf. 
 3. NAT’L ACAD. OF SCI., A PATENT SYSTEM FOR THE 21ST CENTURY (Stephen A. 
Merrill et al. eds., forthcoming 2004) [hereinafter NAS STUDY], available at http://www.-
nap.edu/books/0309089107/html. 
 4. In writing this Article, we have drawn heavily on our joint work with Stuart 
Graham and David Mowery. See Stuart J.H. Graham et al., Patent Quality Control: A 
Comparison of U.S. Patent Reexaminations and European Patent Oppositions, in PAT-
ENTS IN THE KNOWLEDGE-BASED ECONOMY 74 (Wesley M. Cohen & Stephen A. Merrill 
eds., 2003); Bronwyn H. Hall et al., Prospects for Improving U.S. Patent Quality via 
Postgrant Opposition, in INNOVATION POLICY AND THE ECONOMY 4, 115 (Adam B. Jaffe 
et al. eds., 2004). We are extremely grateful to them for their contributions. We also ap-
preciate comments by Richard Nelson who encouraged us to define the term “patent 
quality” in more detail than in previous work. 
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II. “PATENT QUALITY”5 

A. Defining “Patent Quality” 
Before discussing some of the problems that have emerged recently, it 

is useful to define what we mean in this Article by the term “patent qual-
ity,” a concept that is subject to multiple interpretations. The statutory 
definition of a patentable invention is that it be novel, nonobvious, and 
useful.6 Economists define a desirable patent as one that covers an inven-
tion that would not otherwise be made or one that ensures that a good idea 
is commercialized by providing a temporary monopoly to the patent 
holder. Both the economic and legal views suggest that high quality pat-
ents describe inventions that are truly new, rather than inventions that are 
already in widespread use but not yet patented.7 Achieving this goal re-
quires that examiners have low-cost access to searchable information 
about the state of the prior art in a particular technological area. 

Besides these three legal requirements, a fourth statutory criterion for 
granting a patent on an invention is that the patent application must dis-
close sufficient details about the invention.8 These disclosures in the pub-
lished patent facilitate knowledge spillovers to others who might use or 
improve upon the invention. Therefore, a high quality patent must enable 
those “skilled in the art” to comprehend the invention well enough to use 
the patent document to implement the described invention.9 Satisfying this 
criterion also helps to achieve the first three requirements, since it facili-
tates the search portion of the examination process.  

Finally, from a social welfare perspective, a high quality patent should 
have little uncertainty over its validity and the breadth of its claims. The 
specific features of the claimed technical advance should be clearly de-
fined, and the claims should be likely to be upheld in subsequent legal 
proceedings. Uncertainty about the validity and breadth of a patent has 
several potential costs: such uncertainty may cause the patent holder to 
under-invest in the technology, reduce investment by potential competitors 
in competing technical advances, and lead to costly litigation after both the 
patent holder and potential competitors have sunk sizable investments. 
                                                                                                                         
 5. Parts of this section of the paper are drawn from Hall et al., supra note 4, and 
Bronwyn H. Hall, Business Method Patents, Innovation, and Policy (Apr. 2003), at http:-
//www.frbatlanta.org/news/conferen/fm2003/hall.pdf. 
 6. 35 U.S.C. §§ 101-103 (2000).  
 7. Presumably, if the invention has already been reduced to practice by others, the 
potential gain from offering an inventor incentive to invent is zero, leaving only the 
deadweight loss from monopoly.  
 8. 35 U.S.C. § 112. 
 9. Id. § 112. 
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Some uncertainty over validity and breadth is inevitable, but resolving it 
sooner rather than later is a desirable feature of any patent system. 

Our notion of patent quality refers both to the standard, set by the law 
and the courts, against which patent applications are being evaluated and 
to the less than perfect handling of the examination process. The first idea 
describes the degree to which the patent standard deviates from that which 
would maximize economic welfare, while the second idea describes the 
way in which the standard is applied, which is inevitably at times at vari-
ance with the intent of the law. Both ideas measure deviations from a wel-
fare-maximizing delineation of patents. In that sense, the ideas both imply 
low patent quality. 
B. Consequences of Low Patent Quality 

Although Lemley has argued that the costs of having higher quality 
patents may exceed the benefits,10 recent experience suggests that the is-
suance of low quality patents has unintended negative consequences in the 
form of increasing complexity of using the patent system and of feedback 
effects on the behavior of potential applicants. In this Section, we review 
these arguments, which include entry deterrence of would-be innovators, a 
slower pace of innovation, and increases in patent application activity that 
are costly both to the firms and to society.  

Low quality patents can create considerable uncertainty among inven-
tors or would-be commercializers of inventions, which in turn can slow 
either the pace of innovation or investment in the commercialization of 
new technologies. Lerner has shown that fear of litigation may cause 
smaller entrant firms to avoid areas where incumbents hold large numbers 
of patents.11 Testimony from the biotechnology community to the 2002 
Federal Trade Commission-Department of Justice hearings on innovation 
and competition policy confirms this view.12 Such entry-avoidance may be 
rational and even welfare-enhancing if the incumbents’ patents are known 
for certain to be valid, but low quality patents held by incumbents may 
also deter entry into a technological area if the cost of invalidating the pat-
ents is too high. In these circumstances, technological alternatives may not 
be commercialized and consumer welfare suffers.  
                                                                                                                         
 10. Mark A. Lemley, Rational Ignorance at the Patent Office, 95 NW U. L. REV. 
1495 (2001). 
 11. Josh Lerner, Patenting in the Shadow of Competitors, 38 J.L. & ECON. 463 
(1995). 
 12. FED’L TRADE COMM’N, TO PROMOTE INNOVATION: THE PROPER BALANCE OF 
COMPETITION AND PATENT LAW AND POLICY, EXECUTIVE SUMMARY 5 n.17 (2003) [here-
inafter FTC EXECUTIVE SUMMARY], at http://www.ftc.gov/opa/2003/10/cpreport.htm, 
reprinted in 19 BERKELEY TECH L.J. 861, 865 (2004). 
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On the incumbent side, problems may also arise if a proliferation of 
patents with dubious validity or uncertain breadth are granted because in-
cumbents with sunk investments, especially investments involving techno-
logical standards, are highly vulnerable to hold-up or patent predation by 
firms who have not sunk investments. The assertion of patents by non-
producers against established firms may be valid in some cases. But reso-
lution of the non-producer’s claims is clearly more costly when the valid-
ity and breadth of the asserted patent can only be determined via expen-
sive litigation. In that instance, paying licensing fees may be cheaper than 
going to court, even if the patent in question is viewed as low quality by 
the accused infringer. Such patent predation is of particular concern to 
large firms in the information and communication technologies (“ICT”) 
and semiconductor industries.13 

The lack of rapid processes for resolving patent validity and ensuring 
higher patent quality also may slow the pace of invention in fields charac-
terized by cumulative invention, in which one inventor’s efforts rely on 
previous technical advances or advances in complementary technologies.14 
If these previous technical advances are covered by patents of dubious va-
lidity or uncertain breadth, the costs to inventors of pursuing the inven-
tions that rely on them may be so high as to discourage such cumulative 
invention.15 Alternatively, large numbers of low quality patents may dra-
matically increase the level of fragmentation of property rights covering 
prior-generation or complementary technologies, raising the transaction 
costs for inventors to license these technologies.16 Finally, the issue of a 
large number of low quality patents will increase uncertainty among in-
ventors concerning the level of protection enjoyed by these related inven-
tions, which in turn will make it more costly and difficult for inventors to 
build on these related inventions in their own technical advances.17  

The issuance of low quality patents is also likely to spur significant in-
creases in patent applications, further straining the already overburdened 
examination processes of the USPTO. A vicious circle may result, in 
which cursory examinations of patent applications result in the issue of 
                                                                                                                         
 13. FTC REPORT, supra note 2, ch. 3, § IV (“The Computer Hardware Industries, 
Including Semiconductors”); id. § V (“The Software and Internet Industries”); Bronwyn 
H. Hall & Rosemarie Ham Ziedonis, The Patent Paradox Revisited: An Empirical Study 
of Patenting in the U.S. Semiconductor Industry, 1979-1995, 32 RAND J. ECON. 101 
(2001). 
 14. See FTC REPORT, supra note 2, ch. 2 (discussing the effects of patents on 
“stand-alone” innovation and “follow-on” innovation). 
 15. Id. at 21. 
 16. Id. at 27. 
 17. Id. at 3, 28. 
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low quality patents, which triggers rapid growth in applications, further 
taxing the limited resources of the USPTO, further limiting the examina-
tion of individual applications, and further degrading the quality of pat-
ents. Anecdotal and statistical evidence suggests that increases in patent-
ing in information and communication technologies have been driven by 
this process. Hall shows that although the growth in U.S. patenting since 
1985 has been spread throughout different technology classes, it is largely 
accounted for by the growth in patenting by U.S. corporations in the com-
puting and electronics sector of the economy.18 One does not have to look 
far for the reason: Ziedonis and Hall describe the conscious accumulation 
of patents in the semiconductor industry solely for the purposes of the 
cross-licensing negotiations that are necessary in a complex products in-
dustry.19 A number of participants in the broader ICT sector have con-
firmed that this motive is behind the increase in patenting in this sector 
and indicated that they view most of this activity simply as a cost of doing 
business rather than as a benefit for their firms.20 

Lemley’s argument would lead one to believe that a registration sys-
tem with fast and inexpensive court proceedings available for resolving 
the inevitable conflicts would be the best patent system.21 Given the above 
arguments, we do not follow that conclusion. We argue that a mixture of 
reasonably thorough examination using a high standard of patentability 
combined with a post-grant review mechanism and subsequent court pro-
ceedings will work best to sustain strong innovation incentives. However, 
neither our preferred design nor Lemley’s alternative is available in the 
United States at this point. We study some of the problems of the U.S. 
patent system in the next part. 

                                                                                                                         
 18. Bronwyn H. Hall, Exploring the Patent Explosion (Mar. 14, 2003), at http://em-
lab.berkeley.edu/users/bhhall/papers/BHH%20Mannheim03.pdf. 
 19. Rosemarie Ham Ziedonis & Bronwyn H. Hall, The Effects of Strengthening Pat-
ent Rights on Firms Engaged in Cumulative Innovation: Insights from the Semiconductor 
Industry, in ENTREPRENEURIAL INPUTS AND OUTCOMES: NEW STUDIES OF ENTREPRE-
NEURSHIP IN THE UNITED STATES 133 (Gary D. Libecap ed., 2001). For additional evi-
dence that the computing manufacturing sector including semiconductors is the force 
behind the increase in software patenting, rather than the software sector itself, see JAMES 
BESSEN & ROBERT M. HUNT, AN EMPIRICAL LOOK AT SOFTWARE PATENTS (Fed. Reserve 
Bank of Philadelphia, Working Paper No. 03-17/R, 2004).  
 20. FTC EXECUTIVE SUMMARY, supra note 12, at 6-7, reprinted in 19 BERKELEY 
TECH L.J. 861, 866-67 (2004). 
 21. See Lemley, supra note 10. 
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III. PROBLEMS IN THE U.S. PATENT SYSTEM 
In this Part, we review some of the problems that have recently been 

identified in the operation of the U.S. patent system. These problems in-
clude a rapid and sustained increase in patent applications, which led to a 
greater workload for each examiner in spite of efforts to increase the ex-
amination corps. Because there are more patents, there has also been an 
increase in patent litigation, both in absolute numbers of suits and in the 
rate per patent. Finally, criticisms that the patentability standard has de-
clined are supported by evidence based on European patent examination. 

Since the mid-1980s, utility patent applications to the USPTO have 
grown at an average rate of five percent per year, rising from approxi-
mately 100,000 per year from 1970 through 1984, to about 330,000 per 
year in 2001.22 Obviously, this increase has led to an increase in patent 
office workload, especially since resources at the patent office have not 
kept pace.23 Patent pendency has risen from an average of eighteen months 
in 1990 to twenty-four months in 2002.24 There is evidence that patent 
grant rates have also risen, suggesting that time pressures have led to less 
scrutiny of each individual application.25 These are signs of a system un-

                                                                                                                         
 22. Authors’ computation from USPTO data at USPTO, U.S. Patent Statistics, Cal-
endar Years 1963-2001, at http://www.uspto.gov/web/offices/ac/ido/oeip/taf/us_stat.pdf 
(last visited Aug. 10, 2004). 
 23. During the past five years, the number of applications filed per annum and per 
examiner has risen from 90 to 110, according to authors’ computations from USPTO 
Annual Reports. See USPTO, ANNUAL REPORT (1999), at http://www.uspto.gov/web/-
offices/com/annual; USPTO, PERFORMANCE AND ACCOUNTABILITY REPORT (2003), at 
http://www.uspto.gov/web/offices/com/annual. Since about 1984, the length and com-
plexity of patent applications has also been increasing, so that the number of claims filed 
per examiner has gone up even faster, according to data compiled from the NBER patent 
database. See NAT’L BUREAU OF ECON. RESEARCH, U.S. PATENT CITATIONS DATA FILE 
(2003), at http://www.nber.org/patents; see also BRONWYN H. HALL ET AL., THE NBER 
PATENT CITATIONS DATA FILE: LESSONS, INSIGHTS AND METHODOLOGICAL TOOLS 23-24 
(Nat’l Bureau of Econ. Research, Working Paper No. 8498, 2001), at http://papers.nber.-
org/papers/w8498.pdf; John R. Allison & Mark A. Lemley, The Growing Complexity of 
the United States Patent System, 82 B.U. L. REV. 77, 103 (2002).  
 24. Authors’ computations from the NBER patent database. See NAT’L BUREAU OF 
ECON. RESEARCH, supra note 23.  
 25. Because of the existence of continuations and divisionals, the computation of the 
share of patent applications that are ultimately granted is somewhat difficult and subject 
to debate. For detailed information on this topic, see Robert A. Clarke, U.S. Continuity 
Law and its Impact on the Comparative Patenting Rates of the U.S., Japan and the Euro-
pean Patent Office, 85 J. PAT. & TRADEMARK OFF. SOC’Y 335 (2003); Cecil D. Quillen, 
Jr. et al., Continuing Patent Applications and Performance of the U.S. Patent and Trade-
mark Office—Extended, 12 FED. CIR. B.J. 35 (2002). Using numbers based simply on raw 
USPTO data on granted patents and their reported application dates, the grant rate has 
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der stress. James Rogan, the former Director of the USPTO, recently 
stated, “This is an agency in crisis, and it’s going to get worse if we don’t 
change our dynamic. It doesn’t do me any good to pretend there’s not a 
problem when there is.”26  

At the same time, patent litigation has increased, as have patent litiga-
tion rates. In a study of patent litigation between 1978 and 1995, Lanjouw 
and Schankerman found that the rate of litigation rose only slightly be-
tween the 1978-84 and the 1991-95 periods, from nineteen suits per thou-
sand patents in the first period to twenty-one suits per thousand patents in 
the second, with some variation across technology areas.27 Somaya sug-
gests that this rate rose again in the late 1990s.28 In a new and comprehen-
sive study of patent litigation focusing on cases that terminated in 1998-
2000, Allison et al. reported a litigation rate of approximately thirty-two 
suits per thousand patents.29 Whether or not litigation per patent issued has 
increased substantially, the absolute amount of litigation has grown, in-
creasing both the private and public costs of the system as a whole. This 
increase in litigation suggests that the number of valuable patents is in-
creasing and that there is greater uncertainty about their validity.  

It is therefore not surprising that a number of experts have suggested 
that the U.S. patent examination system does not currently impose a suffi-
ciently rigorous review of patent and non-patent prior art, resulting in the 
issuing of patents of excessive breadth and insufficient quality, and that 
this problem has worsened in recent years. There is some consensus 
among legal scholars and other researchers that the average standard being 
applied during the past decade is too low,30 especially in newer technology 

                                                                                                                         
risen since 1995 from about 62% for patents applied for in 1993 to around 78% for pat-
ents applied for in 1998. See NAT’L BUREAU OF ECON. RESEARCH, supra note 23. Both 
rates underestimate the true grant rate once continuations and divisionals have been ac-
counted.  
 26. David Streitfeld, Note: This Headline is Patented, L.A. TIMES, Feb. 7, 2003, at 
1. 
 27. JEAN O. LANJOUW & MARK SCHANKERMAN, ENFORCING INTELLECTUAL PROP-
ERTY RIGHTS 30 tbl.2 (London Sch. of Econ. & Political Sci. Toyota Ctr., Working Paper 
No. EI/30, 2001), at http://sticerd.lse.ac.uk/dps/ei/ei30.pdf. 
 28. Deepak Somaya, Patent Strategy Viewed Through the Lens of Patent Litigation 
107-08, 140 fig.1 (2002) (unpublished Ph.D. dissertation, University of California, 
Berkeley) (on file with the University of California, Berkeley Library).  
 29. John R. Allison et al., Valuable Patents app. at 57 fig.1 (2003), at http://papers.-
ssrn.com/abstract=426020. 
 30. For a critique of the standard in general, see John H. Barton, Non-obviousness, 
43 IDEA 475 (2003); John H. Barton, Reforming the Patent System, 287 SCIENCE 1933 
(2000); Mark D. Janis, Rethinking Reexamination: Toward a Viable Administrative 
Revocation System for U.S. Patent Law, 11 HARV. J.L. & TECH. 1 (1997); William King-
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areas like software and business methods.31 Quantitative evidence that the 
problem of lowered standards affects the system as a whole rather than 
simply these relatively small (in terms of patenting) new technological ar-
eas has been more difficult to find, but we can offer two pieces of sugges-
tive evidence based on comparisons with the European Patent System.  

The first is to compare the EPO experience of patents originating from 
the United States versus patents originating from other parts of the world. 
Our proxy for the patent’s origin is the priority-date country named in the 
patent. Most U.S. origin patent filings have a U.S. priority date and most 
non-U.S. filings have a non-U.S. priority date. Figure 1 shows the result: 
the difference in grant rates for patent applications from the two jurisdic-
tions has risen from 0% to about 16% during the past twenty years, in 
spite of the fact that U.S. priority patents represent only those U.S. inven-
tions thought to be valuable enough to be worth patent protection in a for-
eign jurisdiction.32 The fact that U.S. priority applications are now less 
likely to receive patent protection suggests a decline in the standard of 
U.S. applications. We have verified that the difference in grant rates is not 
due to differences in subject matter coverage, such as software and busi-
ness methods, which are generally patentable in the United States, but not 
in Europe. Although slightly higher in electrical, chemical, and construc-
tion technologies, the differences exist in all technologies. 

 

                                                                                                                         
ston, Innovation Needs Patents Reform, 30 RES. POL’Y 403 (2001); Cecil D. Quillen, Jr., 
The U.S. Patent System: Is It Broke? And Who Can Fix It If It Is?, Address at the Spring 
Meeting of the Association of General Counsel (May 11, 2001), at http://www.ftc.gov/-
os/comments/intelpropertycomments/quillenattachments/isitbrokewhocanfixit.pdf. 
 31. On software and business method patents, see JOHN KASDAN, FASCINATION 
ALGORITHM: PATENT PROTECTION FOR COMPUTER PROGRAMS (Columbia Law Sch. Ctr. 
for Law and Econ. Studies, Working Paper No. 94, 1994), at http://www.law.columbia.-
edu/center_program/law_economics/wp_listing_1/wp_author#83129; Rochelle Cooper 
Dreyfuss, Are Business Method Patents Bad for Business?, 16 SANTA CLARA COMPUTER 
& HIGH TECH. L.J. 263 (2000); Glynn S. Lunney, Jr., E-Obviousness, 7 MICH. TELE-
COMM. & TECH. L. REV. 363 (2001); Michael J. Meurer, Business Method Patents and 
Patent Floods, 8 WASH. U. J.L. & POL’Y 309 (2002). 
 32. Authors’ own computations based on data from the EPO’s website at http://-
www.epoline.org. To compute the results referenced here and in the remainder of the 
Article, we used a complete list of EPO applications numbers supplied by the EPO and 
extracted procedural data on all EPO patent applications filed between the inception of 
the EPO and Dec. 31, 2002, from the EPOLINE database. The data allow us to consider 
the timing of applications and grants by major technical fields. Furthermore, we can iden-
tify all opposition and appeal cases and their outcomes from this source, again by techni-
cal field. 
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Figure 1 

Difference in Grant Probabilities at the EPO
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The second piece of evidence is drawn from a recent Organisation for 

Economic Co-Operation and Development (OECD) study that compares 
the grant rates for U.S. priority patent equivalents at the EPO and the 
USPTO.33 Equivalents are filings on the same invention in different patent 
offices. In this case the inventor, who may or may not be U.S. based, has 
filed for protection in both Europe and the United States. He may or may 
not be successful in both places, depending on the standards of patentabil-
ity applied. The OECD study shows that the difference in grant rates for 
equivalent filings at the two patent offices has grown from 18% to 40% 
during the past twenty years, again suggesting a decline in the standards 
being applied at the USPTO or an increase in the standards applied at the 
EPO.34 

What are the causes of the apparent decline in scrutiny indicated by 
these numbers? We have already suggested that rapid increases in patent 
applications have overburdened the USPTO. The patent office has intro-
duced a number of changes intended to help the situation. For example, 
between 1997 and 2000, the number of examiners in class 705, the class to 
which many business method patents are assigned, approximately quadru-

                                                                                                                         
 33. ORG. FOR ECON. CO-OPERATION & DEV., PATENTS AND INNOVATION: TRENDS 
AND POLICY CHALLENGES (2004), at http://www.oecd.org/dataoecd/48/12/24508541.pdf. 
 34. Id. at 19 fig.7. 
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pled, and the number with advanced training in business also increased.35 
A program of improving prior art availability in this area was under-
taken.36 In 2001, a “second pair of eyes” was introduced for patents in 
class 70537 and the grant rate in that class fell as a result. It is now only 
17%.38 The USPTO counts this program a success and has recommended 
that it be used in other technological areas.39  

A recent decision by the Court of Appeals for the Federal Circuit cre-
ates still another reason for serious consideration of a nonjudicial process 
for post-issue validity challenges. In 2002, the Federal Circuit ruled that 
the USPTO had incorrectly rejected an application for obviousness, argu-
ing that if an examiner rejects an application using “general knowledge,” 
that knowledge “must be articulated and placed on the record.”40 Accord-
ing to deputy commissioner Esther Kepplinger, this ruling means, “we 
can’t reject something just because it’s stupid.”41 The Federal Circuit’s 
decision could significantly weaken the level of scrutiny provided by the 
already costly and overcrowded patent-examination system. A system that 
enabled third parties, including competitors, to bring such knowledge in 
the form of written prior art to bear on the patent could help in making an 
obviousness or novelty determination. This idea is discussed further in the 
next part of this Article. 

                                                                                                                         
 35. USPTO, AUTOMATED FINANCIAL OR MANAGEMENT DATA PROCESSING METH-
ODS (BUSINESS METHODS) 8, 10 (2000), at http://www.uspto.gov/web/menu/busmethp/-
whitepaper.pdf. 
 36. Id. at 11.  
 37. Commissioner for Patents Nicholas Godici, Remarks at the Patent Public Advi-
sory Committee Meeting 21-22 (Aug. 23, 2000), at http://www.uspto.gov/web/offices/-
com/advisory/notices/ppacmeet0008.html. 
 38. Edited & Excerpted Transcript of the Symposium on Ideas into Action: Imple-
menting Reform of the Patent System, 19 BERKELEY TECH. L.J. 1053, 1069 (2004) (re-
marks by Q. Todd Dickinson, General Electric (former Director, U.S. Patent & Trade-
mark Office)). 
 39. USPTO PLAN, supra note 1, at 9. 
 40. In re Lee, 277 F.3d 1338 (Fed. Cir. 2002). This decision presumably makes it 
more difficult to reject such patents as U.S. Patent No. 6,368,227 (issued Apr. 9, 2002), 
the patent on a swinging method that uses a technique known by children for years, but 
not placed “on the record.” This particular patent has been subject to a reexamination 
request of the U.S. Patent Commissioner, probably because of the publicity it received. 
NAS STUDY, supra note 3, at 39. The problem with patents like U.S. Patent No. 
6,368,227 is not necessarily that they are enforceable in the courts, but that they clog the 
system and raise its total cost.  
 41. Streitfeld, supra note 26. 
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IV. REFORM PROPOSALS AND THE PROMISE OF POST-
GRANT REVIEW MECHANISMS 

Not surprisingly, the increase in the USPTO’s workload, the increase 
in litigation, and the decrease in patent quality have not gone unnoticed in 
the business and policy communities. Three organizations have instituted 
studies of the operation of the patent system and produced a set of recom-
mendations. These studies are the USPTO’s proposed 21st Century Stra-
tegic Plan,42 a FTC Report that focuses on the competition policy-
innovation policy nexus,43 and a study by the NAS in which one of the 
authors of this Article participated.44 We review these proposals here and 
conclude that they have the potential to move U.S. post-grant patent re-
view closer to the European patent opposition system, whose performance 
we then take a closer look at in the subsequent part of the Article. 

The USPTO has proposed a proceeding “that would allow the public 
to petition the USPTO to cancel one or more claims in a patent within one 
year of its issue date. And it allows anyone who is threatened with a patent 
infringement suit to petition for review within four months of being 
threatened.”45 The proposal envisions a streamlined proceeding conducted 
by Administrative Patent Judges of the Board of Patent Appeals and Inter-
ferences and “designed to be concluded within a year, in which direct 
cases could be presented by documents, and live cross-examination al-
lowed where necessary.”46 As a consequence, the USPTO proposes elimi-
nating the inter partes reexamination to “alleviate the burden on the exam-
iners of having to examine complex and lengthy reexamination proceed-
ings, and thus free examiners to examine applications and reduce pend-
ency.”47 In the proposed proceeding, the third party would develop and 
present the evidence, which would save resources that the USPTO cur-
rently expends to determine patentability. The merit of this proposal is that 
it comes from the USPTO and therefore presumably reflects the realities 
of the resource constraints the agency faces.  

The FTC Report makes a similar recommendation for the creation of 
“a new administrative procedure to allow post-grant review of and opposi-

                                                                                                                         
 42. USPTO PLAN, supra note 1. 
 43. FTC REPORT, supra note 2. 
 44. NAS STUDY, supra note 3. 
 45. USPTO, POST-GRANT REVIEW OF PATENT CLAIMS, at http://www.PTO.gov/-
web/offices/com/strat21/action/sr2.htm (last visited July 16, 2004). 
 46. Id. 
 47. Id. 
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tion to patents.”48 The Report recommends that challengers “be able to 
raise issues of novelty, nonobviousness, written description, enablement, 
and utility.”49 The FTC Report also recommends that the process be pre-
sided over by an administrative patent judge and that discovery be care-
fully circumscribed.50 The USPTO’s conclusions would receive deference 
in the appellate court; such a feature may help to reduce the uncertainty 
over the validity of a patent by resolving the question sooner.51 

The NAS Study recommends both that the nonobviousness standard be 
reinvigorated and that an open review proceeding of the type contemplated 
by the USPTO be instituted. With respect to the first recommendation, the 
Study comments particularly on business methods, “where the common 
general knowledge of practitioners is not fully described in published lit-
erature likely to be consulted by patent examiners, [consequently] another 
method of determining the state of knowledge needs to be employed,”52 
and on gene sequence patents where “a Federal Circuit ruling [holds] that 
with this technology obviousness is not relevant to patentability.”53 An 
open review proceeding would help to avoid such problems in the future 
by allowing prior art to be brought forward by those most knowledgeable 
about the area—the competitors of the patent holder—and by giving def-
erence to the USPTO in determining questions of patentability.  

With respect to open review itself, the NAS Study recommends that 
Congress pass legislation “creating a procedure for third parties to chal-
lenge patents after their issuance in a proceeding before administrative 
patent judges of the USPTO.”54 Like the FTC, the NAS wants the grounds 
for a challenge to be “any of the statutory standards—novelty, utility, 
nonobviousness, disclosure, or enablement.”55 The NAS Study also antici-
pates that federal district courts would be able to refer validity questions to 
an open review proceeding within the USPTO, leaving them free to 
concentrate on the infringement part of the case.56 This reform would have 
the added benefit of more rapid feedback of information, such as the 
existence of prior art, from opposition or litigation to the prosecution of 
patents within the USPTO itself.  
                                                                                                                         
 48. FTC EXECUTIVE SUMMARY, supra note 12, at 7, reprinted in 19 BERKELEY 
TECH L.J. 861, 869 (2004). 
 49. Id. at 8 n.26, reprinted in 19 BERKELEY TECH L.J. 861, 870 n.26 (2004). 
 50. Id. at 8, reprinted in 19 BERKELEY TECH L.J. 861, 870 (2004). 
 51. Id. 
 52. NAS STUDY, supra note 3, at 5. 
 53. Id. (referring to In re Bell, 991 F.2d 781 (Fed. Cir. 1993)).  
 54. Id.  
 55. Id. 
 56. Id. 
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Summing up, all these proposals both broaden the number of issues 
than can be raised and increase the ability of the requestor to engage with 
the patent holder and the USPTO. In these respects, the open review sys-
tems contemplated by these proposals resemble the opposition system that 
currently exists at the EPO. Therefore, in the next part, we look at the ex-
perience with the European system and what it might tell us about the de-
sign parameters for a similar system in the United States. 

V. A LOOK AT THE EUROPEAN EXPERIENCE 
The opposition and appeal institutions at the EPO provide us with an 

interesting laboratory for analyzing the workings of a particular post-grant 
system. The legal framework governing application, examination, and op-
position processes at the EPO is the European Patent Convention (EPC). 
Part V of the EPC (Articles 99 to 105) provides the foundations for the 
opposition procedure;57 Part VI (Articles 106 to 112) describes the appeal 
process.58 Any third party may file an opposition against the patent grant 
within nine months after the grant of a patent by the EPO.59 The decision 
regarding the opposition has force in all designated EPC countries and the 
opponent is involved in the proceedings as an inter partes participant.60 
The European scope of an opposition’s effect and the participation of the 
opponent as an adversary make the European opposition mechanism quite 
attractive for any potential challenger. Article 100 lists the admissible rea-
sons for an opposition: 1) that the subject matter is not patentable because 
the EPO’s three examination criteria of novelty, inventive step, and com-
mercial applicability have not been met; 2) that disclosure of the invention 
is not sufficient to enable somebody skilled in the art to practice the inven-
tion; or 3) that the scope of the patent as granted exceeds the scope of the 
original patent application.61 The opposition proceeding has three potential 
outcomes: the patent may be revoked, the opposition may be rejected, or 
the patent may be narrowed.62 In the third case, a modified patent grant 
will be published by the EPO. The costs of opposition and appeal are born 
by each party; however, the Opposition Division may deviate from this 

                                                                                                                         
 57. Convention on the Grant of European Patents, Oct. 5, 1973, arts. 99-112 [here-
inafter EPC], at http://www.european-patent-office.org/legal/epc. 
 58. Id. arts. 106-12. Part VI of the EPC deals with appeals at the EPO in general, 
i.e., with appeals against the examiner’s decision to refuse a patent grant and any other 
decision, such as the ruling of the opposition boards.  
 59. Id. art. 99. 
 60. Id. art. 99. 
 61. Id. art. 100. 
 62. Id. art. 102. 
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cost allocation if it wishes to do so.63 This option to assign costs is rarely 
used, so that typically, the costs are born by each of the parties them-
selves.64  

The Opposition Division responsible for hearing the opposition case 
consists of three technical examiners, at least two of whom have not taken 
part in the examination.65 The respective patent examiner may not be the 
chairman of the division. The Opposition Division may conduct oral pro-
ceedings, and the proceedings can be enlarged, if necessary, by a legally 
qualified examiner who has not taken part in the proceedings for grant of 
the patent. Additional procedural details are described in the Implementing 
Regulations to the Convention on the Grant of European Patents which 
accompanies the European Patent Convention.66 Notably, the settlement 
options between the opponent and the patent holder are seriously restricted 
once the opposition case has been filed. The EPO may pursue an opposi-
tion case of its own motion if the opposition has been withdrawn by the 
opponent or if the opponent has been legally incapacitated.67 

We now turn to our empirical data on opposition.68 In Table 1, we 
document the frequency of opposition for all patent grants occurring be-
tween 1980 and 1995.69 A total of 7.9% of all patents granted between 
1980 and 1995 were opposed, and roughly one third of these opposition 
cases were then appealed. The median duration is about 1.9 years for op-
position70 and 2.1 years for appeal cases. Getting to legal certainty for pat-
ents filed at the EPO is therefore a lengthy process: the average duration 

                                                                                                                         
 63. Id. art. 104. 
 64. An exact assessment of the number of cases in which the actual cost allocation 
deviates from the rule laid down in Article 104(1) is difficult because the EPO does not 
publish statistics on cost allocation in opposition proceedings. For the decisions of the 
Boards of Appeal, an estimate of how frequently cost allocation is an issue can be derived 
from a search of the Boards of Appeal decisions published at http://legal.european-patent-
office.org/dg3/search_dg3.htm. Article 104 is mentioned only in 209 out of 18,148 ap-
peals cases (date of search: Aug. 4, 2004). This result confirms our subjective assessment 
that a cost allocation deviating from Article 104(1) is a rare event.  
 65. EPC, supra note 57, art. 19(2). 
 66. Implementing Regulations to the Convention on the Grant of European Patents, 
Oct. 5, 1973 [hereinafter EPC Implementing Regulations], at http://www.european-
patent-office.org/legal/epc. 
 67. Id. R.60(2). 
 68. See supra note 32 for details on the data source used to compute the results 
summarized in Table 1 and Table 2. 
 69. The nine month period during which opposition can be filed is not included in 
the duration of opposition. The incidence of appeal is computed as a share of all opposed 
patents. 
 70. Again, this duration does not include the nine-month opposition period. 
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of examination is 4.3 years,71 and for contested patents, another 4.0 years 
are needed to sort out the opposition and appeal cases. Across technology 
areas, there is little variation in opposition and appeal rates; moreover, the 
median durations do not vary strongly, with the exception of cases involv-
ing chemistry patents for which the appeal stage takes somewhat longer 
(2.6 years at the median) than in other technology areas. 

 
Table 1 

Frequency and Duration of EPO Opposition and Appeal Proceedings  
by Technical Area (Grant Years 1980-1995) 

Main Technical Area  Incidence of 
Opposition 

Median 
Duration of 
Opposition 

Incidence 
of Appeals 

Median 
Duration of 

Appeal 

Electrical Engineering 5.3% 2.1 yrs 27.0% 1.8 yrs 
Instruments 7.1% 2.0 yrs 34.7% 1.9 yrs 
Chemistry 9.1% 2.1 yrs 32.3% 2.6 yrs 
Process Engineering 9.7% 1.7 yrs 32.5% 2.3 yrs 
Mechanical Engineering 7.7% 1.7 yrs 30.5% 1.9 yrs 
Consumption and Con-
struction 7.2% 1.7 yrs 32.3% 2.0 yrs 

Total 7.9% 1.9 yrs 31.7% 2.1 yrs 

 
The opposition and appeal mechanism would not be remarkable if it 

did not overturn a significant percentage of the preceding examination 
decisions. The outcome distribution is tabulated in Table 2,72 again by 
main technological area. We document here the final outcome after a 
possible appeal proceeding. Roughly one-third of the patents (34.7%) are 
revoked, and roughly another third (32.7%) are maintained in amended 
form with narrowed breadth. Only 27.4% of all cases lead to a rejection of 
the opposition. These results indicate that the EPO opposition mechanism 
corrects a large number of errors from earlier examination decisions.  

 

                                                                                                                         
 71. See Dietmar Harhoff & Stefan Wagner, Modeling the Duration of Patent Ex-
amination at the European Patent Office 11 (Nov. 12, 2003), at http://www.vwl.uni-
mannheim.de/stahl/io_ausschuss/paper/04_harhoff.pdf. 
 72. The category “opposition closed” refers to cases in which either the patent 
holder lets the patent lapse by not paying renewal fees or the opponent drops his opposi-
tion against the grant and the EPO does not pursue the case on its own behalf. 
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Table 2 
Outcomes of Opposition and Appeal Proceedings by Technical Area 

(Grant Years 1980-1990) 

Main Technical Area  Patent Revoked Opposition 
Rejected 

Patent 
Amended 

Opposition 
Closed 

Electrical Engineering 37.8% 27.4% 30.7% 4.1% 
Instruments 34.8% 27.9% 32.2% 5.1% 
Chemistry 36.1% 24.5% 35.2% 4.2% 
Process Engineering 33.5% 28.3% 30.8% 7.4% 
Mechanical Engineering 32.4% 30.3% 32.3% 5.1% 
Consumption and Con-
struction 31.0% 30.4% 31.0% 7.7% 

Total 34.7% 27.4% 32.7% 5.3% 

 
In 5.3% of all oppositions, the case was closed without yielding any of 

the three outcomes discussed so far. Closure can result from withdrawal of 
the opposition by the opponent or from the patent holder letting the patent 
lapse by not paying the renewal fees. Hence, this outcome reflects both 
cases that were successful from the attacker’s point of view, in which the 
patent lapsed into the public domain, and cases that were successes for the 
patent holder, in which the opposition was dropped. Informal agreements 
between opponent and patent holder also are captured by this classifica-
tion. But this implicit settlement rate is far below the settlement rate of 
over 90% percent in U.S. patent litigation cases.73 

Another major difference between EPO oppositions and U.S. patent 
litigation concerns the costs. While there are no official statistics that cap-
ture the costs of oppositions in a representative manner, several practitio-
ners have stated cost estimates in public. According to these estimates, the 
average cost per instance and per side is often less than $20,000, but de-
pends on the complexity of the case.74 For our welfare discussion later, it 

                                                                                                                         
 73. LANJOUW & SCHANKERMAN, supra note 27, at 33 tbl.5. 
 74. Mewburn Ellis L.L.P. give ranges between $5,000 and $15,000 to prepare and 
file a Notice of Opposition for standard cases, and between $8,000 and $30,000 for the 
subsequent correspondence and oral proceeding. Mewburn Ellis L.L.P., Oppositions, at 
htpp://www.mewburn.com/meepopf.htm (last visited July 6, 2004). Markus Herzog of 
Weickmann & Weickmann, Munich, estimates the cost for each side to be €7,000 for the 
opposition and €10,000 for the appeal stage if the parties employ patent attorneys at the 
EPO’s location (i.e., without cost of travel). E-mail from Markus Herzog, Partner, 
Weickmann & Weickmann, to Dietmar Harhoff, Professor of Management, Ludwig-
Maximilians-University, Munich (Oct. 17, 2001) (on file with author). He also notes that 
the parties have virtually no way of driving up their adversary’s costs. Id.  
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is important to note that the cost of opposition is considerably lower than 
the cost of patent litigation in the United States.75  

The selection of cases for opposition has been addressed in work by 
Harhoff,76 Harhoff and Reitzig,77 Graham et al.,78 and Hall et al.79 The 
overall results are summarized as follows: 

• particularly valuable patents are selected with higher likelihood 
than less valuable ones; 

• patents in fields with technical and market uncertainty are attacked 
more frequently than patents in more established fields; 

• patents with immediate market impact are more likely to be at-
tacked; 

• patents of independent inventors are attacked less, not more fre-
quently than corporate patent applicants. 

The first result confirms that opposition at the EPO has a screening 
property: particularly valuable patents are more likely to be opposed than 
low value ones. If we assume that the potential welfare losses due to inva-
lid patents are particularly large in the case of valuable patents, this em-
pirical result is very reassuring. The last result is especially important 
given that the U.S. independent inventor lobby has voiced concerns that a 
post-grant mechanism may threaten financially weaker patent holders. The 
EPO opposition mechanism clearly does not present such a threat. 

Ideally, the existence of an opposition system with a high revocation 
rate will have considerable benefits if the revoked patents would have led 
to costly litigation in a patent system without a post-grant review. In other 
words, a working opposition system should reduce the rate of litigation. It 
is difficult to show this reduction directly for EPC countries, since we do 
not have access to a suitable experiment. However, a comparison of the 
German and U.S. systems shows a remarkable difference in litigation ac-
                                                                                                                         
 75. Litigation costs for the U.S. are estimated to range between $0.5 and 4 million 
per side, without appeal. NAS STUDY, supra note 3, at 31; see also AM. INTELLECTUAL 
PROP. LAW ASS’N, REPORT OF ECONOMIC SURVEY 84-85 (2001). 
 76. Dietmar Harhoff, Incidence, Duration and Outcomes of Opposition and Appeal 
Cases at the European Patent Office (July 12, 2004), at http://www.inno-tec.bwl.uni-
muenchen.de/forschung/harhoff/index.html. 
 77. Dietmar Harhoff & Markus Reitzig, Determinants of Opposition Against EPO 
Patent Grants—The Case of Biotechnology and Pharmaceuticals, 22 INT’L J. INDUS. 
ORG. 443 (2004). 
 78. Graham et al., supra note 4.  
 79. Hall et al., supra note 4. 
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tivity. For EPO granted patents in Germany, the patent litigation filing rate 
can be estimated to be about 0.9%.80 This rate compares quite favorably to 
the overall filing rate of 1.9% in the United States as computed by Lan-
jouw and Schankerman.81 The difference between the German and the 
U.S. litigation rate is all the more remarkable becausethere are a number 
of factors that would lead to a relatively high estimate for Germany. For 
example, the calculation just described only concerns EPO granted pat-
ents, which are typically more valuable than patents granted by the Ger-
man Patent Office and are thus more likely to be attacked. Moreover, liti-
gation in Germany is considerably less expensive than in the United 
States, and the cases are resolved more quickly.82 Hence, the low German 
filing rates are all the more surprising.  

We can employ our data and these estimates to conduct a simple 
thought-experiment. Suppose that only 20% of the patents revoked in EPO 
oppositions and appeals would lead to patent infringement litigation in 
Germany.83 According to Tables 1 and 2, the share of revoked patents 
among all patents is 2.7%.84 Thus, if 20% of the revoked patents would 
have caused litigation without an opposition system, the German litigation 
rate would have increased by 0.55%, more than half of its current level of 
0.9%. While we cannot show a direct causal impact of opposition on liti-
gation, these calculations, taken together with the remarkably low litiga-
tion activity in Germany, support our view that a well-functioning opposi-
tion system will create considerable benefits for an economy. Based on 
this scenario and additional assumptions, we consider the expected impact 
of a post-grant review system in the following section. 

                                                                                                                         
 80. Harhoff, supra note 76. These computations supersede and correct earlier esti-
mates in Hall et al., supra note 4, at 141 n.11. 
 81. LANJOUW & SCHANKERMAN, supra note 27, at 30 tbl.2. 
 82. See Klaus-Jürgen Michaeli, Patent Litigation in Germany, in BUTTERWORTHS 
PATENT LITIGATION: ENFORCING A GLOBAL PATENT PORTFOLIO 79 (Gary M. Ropski ed., 
1995). Michaeli gives a range of $100,000 to $320,000 for patent litigation costs in Ger-
many in 1995. Id. at 86. If a case goes through all instances, it may last between three and 
five years. Id. at 85. The first instance typically takes less than two years, and frequently 
as little as seven to nine months. Id. at 81-84, 86. 
 83. Of all EPO patent grants, 97.88% designate Germany. EUROPEAN PATENT OF-
FICE, ANNUAL REPORT 86 tbl.7.4 (2003), at http://annual-report.european-patent-office.-
org/2003. Thus, in first approximation we can work with the grant and opposition esti-
mates displayed in Table 1, supra page 1004, although these refer to the population of all 
EPO patent grants. 
 84. Calculated by multiplying the total incidence of opposition (7.9%) by the per-
centage of patents revoked (34.7%). 
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VI. KEY DESIGN CHOICES AND EXPECTED IMPACT 

A. Design Choices 
The design of a post-grant review mechanism is by no means an easy 

task. A number of key design parameters have to be set appropriately, and 
the underlying economic structure has to be well-understood by policy-
makers. Misjudging the motivation of the parties and the impact of costs 
and of institutional settings could render the institution nonfunctional. The 
design of the USPTO reexamination system is a telling example. Graham 
et al. argue that the decision to make reexamination an ex parte institution 
has weakened this mechanism because of the lack of involvement of the 
challenger.85 In this section we consider a few crucial design parameters: 
the time limits on opposition; the role of settlements; the parties allowed to 
file a review motion; the cost of the procedure; the availability of appeal; 
the validity of the patent during review; and the permissible outcomes.86 

The time period during which a post-grant review can be initiated must 
be specified. At the EPO, the opposition period is open for nine months.87 
More than 97% of all EPO opposition cases are filed within five days of 
that deadline.88 While a longer opposition period may allow for better 
preparation of cases, it also allows the parties to engage in negotiations. 
As pointed out before, settlements at this stage have the potential to be 
made at the cost of society at large. The opponent and the patent holder 
may have strong incentives to settle, since a cozy duopoly is much better 
than a market with free entry resulting from the patent being revoked. 
Hence, a long post-grant review period does not serve the purpose of the 
patent system well. We suggest limiting the opposition period to nine 
months or fewer. 

A related issue concerns the question of whether settlements between 
the parties should be allowed once the post-grant review has been initi-
ated. In EPO opposition proceedings, an opponent may drop her case, but 
the EPO retains the right to examine the validity of the patent on its own 
motion.89 This right is a powerful threat against settlements, and there is 
little reason to encourage the use of settlements in a dispute that focuses 
                                                                                                                         
 85. Graham et al., supra note 4, at 83-85. 
 86. Another design parameter on which we do not comment due to lack of evidence 
is the question of whether the original examiner should be included in the review process, 
as is sometimes the case at the EPO. See EPC, supra note 58, art. 19(2). The effect of this 
choice on the outcome of the opposition has not yet been studied, although work to do 
this is underway.  
 87. See EPC, supra note 57, art. 99. 
 88. Based on author’s own computations. See supra note 32. 
 89. EPC Implementing Regulations, supra note 66, R.60(2). 
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on the validity of a patent. The public, a silent participant in the process, is 
unlikely to benefit from the settlement outcome. Given the public’s inter-
est in avoiding collusive settlements, we argue against the admission of 
settlements during the post-grant review process. 

Any third party could conceivably have information about the subject 
matter of the patent, its novelty, and other aspects bearing on its validity. 
As a direct implication, there should be no restrictions on the type of op-
ponent admitted to the procedure. This rule will allow public-interest 
groups and non-governmental organizations to participate in these pro-
ceedings, enlarging the set of parties that may provide information for the 
review decision. 

Another important design parameter of a post-grant review system 
concerns the cost of the proceedings. Keeping the opponent’s costs low 
will increase the likelihood of post-grant reviews, but it will also increase 
the number of cases. A post-grant review system that involves costly dis-
covery is likely to achieve the opposite result, and it may make the new 
institution a battleground for cash-rich players. Moreover, the inherent 
danger of post-grant reviews becoming a strategic instrument to harass 
small firms and independent inventors would increase. The empirical re-
sults discussed above are reassuring: the EPO institutional design shields 
independent inventors from strategic abuse by means of the opposition 
mechanism. On balance we favor a low cost system, in particular, the in-
clusion of mechanisms that guard against the raising of rivals’ costs via 
discovery.  

The EPO experience also shows that an appeal mechanism should be 
in place to correct potential errors of the post-grant review board: about 
one third of the opposition cases at the EPO lead to an appeal.90 In Europe, 
the appeal is heard by the Technical Appeal Boards of the EPO.91 Cur-
rently, the Appeal Boards form part of the EPO, but some efforts are under 
way to turn the Appeals Board into a formally independent institution. To 
give challengers and patent-owners access to a full-fledged court hearing, 
we advocate letting the Federal Circuit decide about appeals arising from 
the post-grant review process. 

The patent’s validity should be maintained while it is under review. 
Otherwise, there would be strong incentives to initiate patent reviews 
merely to render the patent invalid for some time. Once a first-instance 
review has revoked the patent, however, the presumption of validity 
should be discontinued. The intensive scrutiny of the post-grant review 

                                                                                                                         
 90. See Table 1, supra, at 1004. 
 91. EPC, supra note 58, art. 19. 
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deserves greater weight than the initial patent examination, which takes 
place under strict resource constraints. 

Post-grant review should not be used to broaden a granted patent. This 
asymmetry in favor of the opponent, or society, simply provides a balance 
to the initial asymmetry in favor of the applicant. While the applicant will 
use all of its information to its own advantage during the negotiations with 
the examiner, the scope of information available to the examiner may be 
seriously restricted. Thus, the examiner’s error distribution will favor the 
applicant. Given this bias, a broadening of the patent should not be al-
lowed in the review round. 

Finally, one of the shortcomings of the European opposition system is 
the excessive duration of opposition and appeal cases. As we show in Ta-
ble 1, it can take 4 years at the median to resolve an opposition case with 
subsequent appeal. Opposition and appeal last longer than 6.2 years for 
one quarter of all cases.92 The introduction of a post-grant review system 
may require shifting resources from examination to post-grant reviews if 
the introduction of the new institution is not accompanied by the provision 
of additional capacity. Even in this scenario, we view the introduction of a 
post-grant review positively because post-grant reviews target socially im-
portant patent rights. One resource unit can be employed to considerably 
expedite the opposition process, which largely concerns valuable patents, 
while taking the same resource unit away from examination would lead to 
a small delay of the average duration of examination, where only a small 
share of patent applications are valuable. 

In conclusion, we recommend a post-grant review system that is inex-
pensive both to opponents and patent holders, that limits the parties’ in-
centives to settle at the expense of society, that permits both parties to ap-
peal, that leads to swift decisions, and that allows for a narrowing, but not 
a broadening, reissue of patents. 
B. Expected Impact 

Given the experience with post-grant reviews at the EPO, what is the 
likely welfare impact of the introduction of a post-grant challenge mecha-
nism in the United States? In another publication, with our two co-authors, 
Stuart Graham and David Mowery, we conclude that post-grant review 
will generate substantial welfare gains as long as the system yields a rea-
sonable percentage of revocations and is not too expensive.93 We reach 
this conclusion by considering a variety of scenarios, which are replicated 

                                                                                                                         
 92. Id. art. 19. 
 93. Graham et al., supra note 4. 
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in Table 3 and Figure 2 and which show the benefit-cost ratio under a va-
riety of different scenarios.  

Table 3 has three panels, each corresponding to a set of assumptions 
about outcome probabilities. The first panel uses the probability that a 
U.S. patent is found valid during litigation as reported by Allison and 
Lemley.94 The second panel uses the observed opposition outcome prob-
abilities for the EPO system given in Table 2. The third panel uses the ob-
served reexamination outcome probabilities of the USPTO system, given 
in Hall et al.95 The third choice is very conservative; an opposition system 
is unlikely to lead to patent revocation probabilities as low as 11%. For 
each of these three outcome scenarios, we report five computations, three 
using a low opposition cost of $100,000 and two using the higher estimate 
of $500,000 that was used by Levin and Levin.96 We also experiment with 
assuming a social cost for rejection and an avoided cost for patent 
amendment as well as for patent revocation. Almost all of the scenarios 
yield benefit-cost ratios well in excess of unity, with the exception of 
some scenarios that use the USPTO reexamination outcome probabilities. 
The lowest ratios for each panel are for the high opposition cost cases. 
Hall et al. conclude that unless the opposition system is very expensive to 
operate and yields results similar to those now obtained with the USPTO 
reexamination system, it would generate substantial welfare gains.97 

                                                                                                                         
 94. John R. Allison & Mark A. Lemley, Empirical Evidence on the Validity of Liti-
gated Patents, 26 AIPLA Q.J. 185, 205-06 (1998). 
 95. Hall et al., supra note 4, at 131 tbl.4.3.  
 96. Jonathan Levin & Richard Levin, Benefits and Costs of an Opposition Process, 
in PATENTS IN THE KNOWLEDGE-BASED ECONOMY, supra note 4, at 120, 137-38. 
 97. Hall et al., supra note 4, at 138. 
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 Figure 2 gives a graphical illustration of the results of our computa-
tions under a number of different scenarios. This figure plots the computed 
benefit-cost ratio versus the assumed probability that a patent will be re-
voked. We consider four scenarios: two with an opposition cost of 
$100,000 and two with a cost of $500,000. For each cost assumption, the 
first case has an avoided cost for patent revocation of two million dollars, 
an avoided cost for patent amendment of $300,000, and a rejection prob-
ability of 25%, while the second less favorable case has the same avoided 
cost for patent revocation, but a social cost for the rejection of opposition 
of $200,000 and a rejection probability of 35%. In all cases, the amend-
ment probability is simply one minus the revocation and rejection prob-
abilities. We also show the unit line where benefits equal costs to assist in 
interpretation. Costs exceed benefits only when the revocation probability 
is extremely low, except for the situation where the cost of an opposition 
is $500,000 and rejection of an opposition leads to increased litigation 
costs rather than leaving them unchanged.  

Figure 2
Benefit-cost ratio versus the probability the patent is revoked
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VII. CONCLUSION 
Patent offices are not perfect data-processing machines, and patent ex-

aminers are not perfect assessors of patent applications. Patent examiners’ 
tasks are particularly challenging if the technological or scientific frontier 
is moving fast, and if relevant information has not yet been included fully 
in the written material that patent examiners use to understand the state of 
the art. In such a context, the parties with the most salient and relevant 
knowledge for the process of examining or reexamining a patent are in-
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formed third parties and, in particular, the patent applicant’s competitors. 
Our inspection of the EPO opposition system shows that post-grant review 
mechanisms can provide proper incentives for these parties to supply 
valuable information to the patent office. A properly designed post-grant 
review mechanism, similar to the one broadly described in Part VI, should 
generate considerable welfare gains for the intellectual property system. 
Given the current state of the U.S. patent system, the introduction of such 
a mechanism, possibly in conjunction with other reforms such as an in-
crease in the nonobviousness standard, would improve its efficiency and 
lower the burden from litigation.  
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sued. Whether the figure is 98 percent—which shocked me—or only 74 
percent, it seems to me that that—maybe it is too strong a word—is ab-
surd. It almost reminds me of the Emperor’s New Clothes: if you are in 
the system, you look and you say, “Well, that is the way it goes, that is 
okay.”  

If you step back—and some of us like myself, when I became a federal 
judge, I had absolutely no experience in intellectual property or patent 
law—I think the most shocking thing I learned after I had been on the 
bench for a while was that the percentage of patents that are applied for 
actually end up being issued. I teach an extern course at Santa Clara Law 
School, [and] I have asked the extern class what percentage of patents that 
are applied for do you think are issued. I have had high school students 
into the court and I have asked them [the same thing]. Their perception or 
belief is, “Gee, it would be a very small percent of applications that are 
issued because a patent is an invention, and inventions just do not come 
along every day.” I kind of agree with that, and it seems to me we have got 
a system that needs a real look as to trying to change so that we really 
have an invention when we issue a patent. I think there are some ways that 
this might occur, one obviously is that the PTO change its approach. That 
is difficult to do, but it seems to me that an examiner’s attitude, particu-
larly if we continue with this ex parte process, has got to be courteous, but 
very skeptical of any application. 

Also, it seems to me that the FTC’s proposal for a post-issue reexami-
nation procedure—and I understand Professor Merges is writing an article 
on this—has appeal, but I was curious. I did not see much discussion in it 
as to the effect on a later infringement validity lawsuit between two pri-
vate parties, what effect the post-issue reexamination procedure would 
have. If we are talking about something that would have some sort of 
Chevron deference, in other words, essentially the district court would get 
out of the business of reviewing validity decisions, that might make some 
sense. Then other questions that were raised in my mind is, well, would 
there be some sort of exhaustion requirement if you are challenging valid-
ity? Would you have to exhaust, or at least try to exhaust, this post-
issuance reexamination procedure? If such a system would eliminate or 
lessen later litigation, I think it makes some sense. If, on the other hand, 
we ended up with a system that just added an administrative layer to the 
process, I think that would be bad. So I think the idea is a good one, but 
there are some unanswered questions, at least in my mind, and I think my 
view there is consistent with those of some of the other judges. 

Secondly, is with respect to the presumption of validity and the clear 
and convincing evidence standard with respect to validity determinations. 
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I think now, to some extent, and a little bit depends on the court you are 
in, that the existing law is kind of a double whammy against the party 
challenging the patent because if you instruct a jury that a patent is pre-
sumed to be valid and has got to be proved invalid by clear and convincing 
evidence, you really are suggesting there are two things: 1) there is the 
clear and convincing evidence standard, and then 2) there is also a pre-
sumption of validity. It seems to me, really, what the presumption of va-
lidity is, is a mechanism for shifting or explaining the burden of proof. So 
at least if we had a current system, I think it should be made clear. I think 
in most model instructions now, the committees that have prepared those 
instructions have gone the route that says something along the lines that 
since the patent was issued by the Patent Office, the burden of showing 
invalidity is clear and convincing evidence, but says nothing about a pre-
sumption because a presumption itself really is not evidence.  

It also seems to me that if we do not change whole-heartedly the bur-
den of truth to a presumption of validity, as opposed to clear and convinc-
ing standard, there ought to be made clear a distinction between what def-
erence is given to the Patent Office’s decision based on what the Patent 
Office had before it. For example, if an applicant disclosed certain refer-
ences and pointed out the argument against patentability and then an-
swered it, it seems to me that applicant should be entitled to some consid-
eration—heavy consideration—if the Patent Office then issues the patent 
and it is later challenged. Conversely, where the applicant fails to raise 
certain matters for material prior art, and the file does not show that the 
examiner ever saw it, then it seems to me that the presumption of validity 
has little weight or should be given little effect. The fact that if you did 
have sort of a dual standard along those lines, one of the things it would 
encourage, or that it would have the effect of encouraging, applicants to do 
searches, as opposed to now not feeling they have to undertake a search 
because they might find something that would be harmful. 

The willfulness issue is another issue that is a constant concern to the 
court. It is a real pain, to say it a little more bluntly. There are constantly 
problems with, well, if you rely on an attorney opinion to defeat willful-
ness, how much of the attorney-client privilege have you waived? Are trial 
counsel’s notes available? It is just a nightmare. And for those of you who 
are practitioners or law professors who have studied the issue or anybody 
that is interested, you will find that the courts are not consistent at all as to 
how they treat that issue. My reaction to the Federal Trade Commission’s 
recommendation of kind of a bright line rule that willfulness is only avail-
able if the patent holder has been given written notice of infringement or 
there is evidence of direct copying, makes a lot of sense. The only thing I 
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would add to that is, to the extent that one interprets the law currently as 
allowing or calling for an adverse inference if you do not have an attorney 
opinion, I think that law creates a lot more problems than it solves and I 
think it also risks being a real interference with what is otherwise a pretty 
highly held privilege, that is, the attorney-client privilege. 

The last area that I wanted to speak to just briefly is the question of 
obviousness. The FTC’s recommendation, I think, is an interesting one, 
and that is that we do away with the need to find a suggestion to combine 
in the prior art and ascribing to one of ordinary skill in the art an ability to 
combine or modify prior art that is consistent with the creativity and prob-
lem solving skills of someone skilled in the art. I think theoretically that 
sounds like a good idea, and generally I react favorably to it.  

The one concern I do have, though, is it seems to me that gets away 
from an objective standard and you would be guaranteed in almost every 
case a battle of experts. I may feel a little more strongly than other judges 
on this, but I am very skeptical of expert witnesses. That is one reason I 
don’t like the willfulness issue as it now exists. I think attorneys are good 
advocates and you develop cadres of attorneys that are basically paid ad-
vocates; I do not want to say somebody that is paid will say anything, but I 
think I found when we were dealing with the willfulness issues, it was a 
common practice to have a patent law expert testify at trial, and I found 
those experts to be very much paid advocates, as opposed to someone who 
was truly independent and giving an honest opinion. So that concerns me. 
I like the idea, I think obviousness is something that needs to be tightened 
up, but I do have some question about the practicality of the suggestion 
that is made by the FTC.  

One concern I do have about tightening up obviousness, though, is if 
we do that, does that mean that we are going to get rid of the patents such 
as the one for swinging by pulling the chains on the swing in different di-
rections, the method for swinging? Or the method for picking up a box 
without bending your back and only bending your legs? Or, my favorite, 
the method of painting using a baby’s butt, dipping it in paint and stamp-
ing it on a canvas? If we tighten it up too much, we are going to lose a lot 
of our humor.  

In summary, I think the majority opinion of the judges is that the 
FTC’s recommendations should be affirmed. There is a dissent that says 
reverse with directions to include a recommendation that district court ju-
risdiction over patent disputes be abolished.  

Thank you. 
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I. OPENING REMARKS 

Panel: 
Robert Merges, Boalt Hall School of Law, University of California, 

Berkeley 
Mark Myers, National Academy of Sciences and Xerox Corporation 
Mozelle Thompson, Commissioner, Federal Trade Commission 
 
MERGES: I think it is probably time to get started here. We have had 

our April sprinkles, so we are all woken up and ready to go onto the sub-
stantive part of the program. I just want to welcome everybody back on 
behalf of the Berkeley Center for Law and Technology and U.C. Berkeley 
generally, plus all of our many co-sponsors. Thanks for coming out. 

Today is the substantive part of the program. We are going to dig into 
some details from the Federal Trade Commission Report. And now that 
the press has gone off to file their stories from yesterday, we might actu-
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ally hear some more meat and potatoes on the National Academy of Sci-
ences Report, too, I am told. So today is going to be a real good day. 

For those of us who used to teach patent law courses to rooms not so 
full of 12 or 16 somewhat desultory students, it is always kind of mind 
[boggling] to realize that patent reform and patent law generally has gotten 
to be such a hot topic. 

. . . . 

. . . [L]et me turn it over to Mark Myers who has promised some real 
substantive comments for us this morning. Thank you. 

MYERS: I am Mark Myers. I was Co-Chair of the National Academy 
of Sciences’ study with respect to intellectual property, which we have 
named The Patent System for the 21st Century. This study was carried un-
der the Science Technology Economic Policy Board of the National Re-
search Council, which looks at issues of technology, economics, and pol-
icy. 

. . . [B]asically over the last fifty years there has been a significant and 
continuing strengthening of the patent processes within the United States 
and the world. You have had patenting extended to new technologies in 
the biotech area; patenting extended to technologies that previously were 
not subject to this form of intellectual property, such as software; the en-
couraging emergence of new players, universities and public research in-
stitutions; strengthening of the position of patent holders versus alleged 
infringers; relaxed antitrust constraints on patent use; and the extended 
reach of patenting upstream into scientific tools, materials, and discover-
ies. So this has been a fifty year period of greatly enhancing the patent 
system. But it has created strains. Patents are being more zealously sought 
and aggressively enforced, the volume is increasing, the cost is increasing, 
and the benefits of a patent stimulating innovation varies considerably 
across different parts of the industrial sector. 

In fact, as we undertook the study four years ago, there are several of 
the members of this study that [are] within the group. We basically are a 
committee composed of economists, scientists, engineers, inventors, busi-
ness majors, legal scholars, as well as practitioners with a great variety of 
experience.  

The first phase was defining the problem and then a second phase was 
defining solutions. But to define the solutions, we carried out nine areas of 
contracted research. That research is available, it has been published, pub-
lished about a year ago, and it deals with patent quality and examination: 
two studies, patent challenges in Europe and the United States; two stud-
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ies, litigation; two studies, patenting software, patenting internet business 
methods; and licensing and biotech. 

The focus of our study was restricted to looking at the patent system, 
particularly with respect to issues of backlog and the productivity of the 
system, as well as two problem areas which were in biotech and business 
practice patents. We looked at the patent system really through the lens of 
seven criteria that we desire as we go forward: a patent system that can 
accommodate new technologies with flexibility; a system that rewards 
only inventors that meet the statutory tests of novelty, utility and meet the 
obviousness standard; a patent system that is effective at disseminating 
information; administrative and judicial decisions [that] are timely and at 
reasonable cost; access to patented technologies, [which] is important to 
basic research; and the development of cumulative technologies. 

Greater integration or reciprocity is needed among three major patent 
systems—that is, Japan, the United States, and Europe—to increase the 
overall productivity and reduce the transaction costs. And there should be 
a level playing field [where] all holders of patents are subject to the same 
benefits and constraints in all jurisdictions. 

So, we have seven recommendations. These recommendations will 
formally be announced next Monday [April 19, 2004]. The documents are 
being shipped today for those who are expecting to receive it. The seven 
that we are recommending [are]: preserve an open-ended, unitary, flexible 
patent system—I will say more about that; reinvigorate the nonobvious 
standard—you have a panel with respect to that today and that discussion 
is an important one; institute an open review procedure—another panel 
that is being held today and an important discussion; strengthen the U.S. 
Patent Office resources; shield some research uses of patents from liability 
and infringement; modify or remove the subjective elements of litigation; 
and reduce redundancies and inconsistencies among national patent sys-
tems. 

I will just make a few remarks about some of the key areas of this.  
Preserve an open-ended, unitary patent system [that is] flexible. As 

one thinks about approaching the area of remedy of issues, there is . . . leg-
islating. But there is also working within the procedures with the Patent 
Office and the judicial system itself, and there are some advantages, sig-
nificant advantages, of making the changes through the work processes of 
the Patent Offices and the precedents of the judicial system because legis-
lation is a much less flexible way to work. So, we make a number of rec-
ommendations in that area.  
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Reinvigorate the nonobvious standard. We have considered the 
nonobvious standard extremely important [and] we believe that there has 
been some lowering of the bar of that standard. It is a hard issue to deal 
with; in business method patents, which we have a concern in that area, 
there are different solutions than one would consider in biotech. And so 
approaching this is probably going to require remedies very specific to the 
technology area. 

A key area with respect to our recommendations is to institute an open 
review procedure. We looked, as I indicated in our studies, intensively at 
the European system. . . . We feel a third party initiated review that can 
challenge a patent under any standards in the USPTO, and that the out-
come of that would be confirmation, cancellation, or amendment of any 
claim. Or, we envision the courts, the district courts or the court of appeal, 
could also refer validity questions to such a body, and then there would be 
an appeal process to the Board of Patent Appeals and to the Federal Cir-
cuit. One of our studies with respect to the economics of such a system 
finds significant social welfare economically that such a system would 
bring compared to our current legal processes and, if properly designed—
and I do not believe such a system has been properly designed—there 
[are] great opportunities.  

I think given the time, I am not going to go further into the strengthen-
ing of the USPTO other than we need to address the issue of adequate 
compensation for examiners, as well as adequate numbers of examiners. 
But also, there are significant investments in electronic file processing and 
database searches that need to be funded and supported. 

It would be impossible for the National Academy not to remark on 
protecting the interest of basic research, and we feel that the Madey-Duke 
decision creates a cloud that needs to be addressed, and that there are both 
legislative and administrative actions, strategies, that could be considered 
to remove that cloud.   

And the final two that I will just mention is that we believe in an over-
all tone of making a more productive, efficient system, that we need to 
remove those processes that are not really contributing to the working of 
the system. That is why we propose removing the subjective elements of 
litigation which would include best mode, willful infringement, and that 
would help, also, with respect to some of the organization issues. 

And, finally, with respect to harmonization, that there are issues that 
we feel need trilateral, bilateral negotiations between the major patent sys-
tems—that is, Europe, United States, and Japan. The issues for harmoniza-
tion would be: application priority; of course a grace period for filing [an 
application after publication]; best mode [requirement in the U.S.; and the] 
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U.S. exception to the rule of publication [of patent applications after 
eighteen months]. I think those are manageable. The issue of business 
practice patents for Europeans will be a harder problem to resolve. I am 
not implying that others will be easy, but that one would be more intracta-
ble. That, I think, is a quick run-over. 

MERGES: Now we know what to look for when we get our NAS re-
ports in the mail. Let me now quickly introduce Commissioner Mozelle 
Thompson from the FTC, again, for a couple of quick comments so we 
can get going on our panel. Thank you. 

THOMPSON: Good morning. . . . Well, it is good to see all of you 
here today and you must be all very committed to the idea of patent re-
form.  

The Commission has been looking at the subject of technology and 
competition and innovation for quite a long time. Yesterday at our press 
conference, I mentioned that one of the most critical issues facing us in 
America is how we maintain our position as a world leader in innovation 
because innovation has played a central role in economic growth in the 
United States and providing consumers with products and services that are 
of the highest quality, the greatest variety, and lowest cost.  

I also noted that no one knows that better than the people here in 
Northern California who have witnessed the impact of innovation and the 
transformational effects it has. And so, it was appropriate for us to come 
here almost two years ago to conduct hearings and meet with industry that 
was based out here to talk about competition and intellectual property. It is 
similarly fitting that we come back here now that we have issued a report 
that makes certain recommendations about patents. That report provides a 
variety of perspectives about the goals and policies behind patent law and 
competition and their interaction, and how we might be able to do better in 
supporting the future of innovation.    

Now, how many people here are from industry? And how many people 
here are from academia? And how many people here are just looking for a 
way to make money off either, no, are here to advise others as to how they 
should think about the future of patents? Okay. I think that is a pretty big 
deal. I think that is a pretty big deal because, collectively, you are all sit-
ting here at this event, in what I think is going to be a watershed event: to 
talk about what the future of innovation is going to look like. Those oppor-
tunities do not occur very often, and a group of people like this one actu-
ally do not sit together and talk about it very often. So, it is your opportu-
nity to give voice to perspectives that, frankly, do not often get aired and 
especially do not get heard very often in Washington, D.C., where we are 
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charged with looking at policy, and have to look at what the future is go-
ing to be.  

I am happy to participate, to see you all here talking about the details 
of our report. It does give us a chance, perhaps, to take a step back and 
think about this important opportunity that we have, because many of you 
are stakeholders. You have a stake in what the future outcome is going to 
be, and to the extent this year represents the beginning of a critical mass, 
especially out here on the cutting edge of innovation, I am very happy to 
see you. 

So I can tell you that the Commission itself will continue to be com-
mitted to this area. We are happy to provide at least an initial framework 
for discussion, and I hope at the end of the day to be able to talk about 
some of the observations that we may be able to make collectively. Thank 
you very much and we will see you throughout the day. 

II. NONOBVIOUSNESS PANEL 

Panel: 
Mark Lemley, Boalt Hall School of Law, University of California, 

Berkeley (moderator) 
John Barton, Stanford University Law School 
Q. Todd Dickinson, General Electric (former Director, U.S. Patent & 

Trademark Office) 
Rochelle Dreyfuss, New York University Law School 
Rebecca Eisenberg, University of Michigan Law School 
Ron Laurie, Inflexion Point Strategy, LLC 
 
LEMLEY: We have a distinguished panel. We are going to hear from 

Professor Rochelle Dreyfuss at NYU; from Todd Dickinson who, for the 
next week or so, is at Howrey Simon Arnold White, and will then become 
IP counsel at General Electric; Professor John Barton at Stanford Univer-
sity; and, finally, from Ron Laurie at Inflection Point Strategy. Everybody 
is going to talk for a very brief period of time to enable us to have some 
conversations among the panel and then some conversations with all of 
you. 

EISENBERG: Thank you very much. I found this FTC report very in-
teresting. I look forward very much to reading the National Academy’s 
report.  

In wading through some of the testimony in the powerpoint slides and 
all of the wonderful resources from the FTC study that were up on the 



2004] TRANSCRIPT OF THE PATENT REFORM SYMPOSIUM 1059 
 

 

web, I was struck by the widespread perception in various quarters that the 
nonobviousness standard has been falling, has been dropping, that it is not 
therefore doing the job that it had been doing in the past of separating out 
the wheat from the chaff, of distinguishing those inventions that need the 
incentive of a patent in order to be culled forth from those that are likely to 
be forthcoming in short order in any event because they [such forthcoming 
patents] are the low-lying fruit in the particular art, something that is 
within easy reach of ordinary practitioners. I began reading through the 
cases in chronological order and the picture that emerged was of the sort 
of systematic marginalization over time of the views of the person having 
ordinary skill in the art to the point of irrelevance, really, in recent deci-
sions. This is very different than what you would expect from looking at 
the language of the statute. . . . Now, reading that language, it sounds like 
the person having ordinary skill in the art is the ultimate determinant of 
what gets a patent. . . . It seems to call for an examination of what the in-
vention would have looked like at the time it was made to the inventor’s 
contemporary peers in the technological community.  

But this poses, of course, a couple of administrative difficulties in 
implementing such a standard. First is the time frame. This is a difficulty 
that has been much remarked upon by the courts, particularly the Federal 
Circuit, which is constantly admonishing the examiners to avoid falling 
into the hindsight trap. . . . The second difficulty, though, is the one that I 
am concerned with, and one that has been ignored, which is how do you 
bring to bear upon these determinations the perspective of a person having 
ordinary skill in the art if the standard is administered and reviewed by 
people who do not have ordinary skill in the art? The Federal Circuit, 
again, has been obsessed with the first difficulty, but has virtually ignored 
the second difficulty. When it speaks of the second difficulty, of the 
difficulty of discerning the perspective of a person having ordinary skill in 
the art, it conflates the two issues. It says the reason that we look to the 
level of ordinary skill in the art is to avoid hindsight, when in fact it is a 
really different problem, and it is a problem that points in the other 
direction. . . . The worry with hindsight is the bar will be set too high, the 
worry with the PHOSITA problem is that the bar will be set too low. 

Now, the Supreme Court in its decision in Graham v. John Deere 
listed level of skill as one of the basic factual inquiries that needs to be 
determined en route to evaluating the obviousness of the invention. But 
the Supreme Court never actually used that standard in any way—used 
that skill level in any way—in figuring out whether the particular inven-
tion before it was patentable. That was true in other cases as well. [The 
Supreme Court] would point to a level of skill as the statute required them 
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to do, as something you have got to determine, but then once they deter-
mined that, they would set it aside and they would look at the prior art and 
they would do their own evaluation of whether the differences between the 
prior art and the invention were obvious or not. The lower courts have 
done the same thing. . . . So instead they [courts] all focus instead on the 
prior art references, the written record of prior art, and what it reveals. The 
person having ordinary skill in the art is consulted as a reader of refer-
ences, rather than as an evaluator of obviousness. So they will refer to the 
skill level, to the training, to discern what the reference would reveal, but 
not to go beyond that and evaluate whether the invention would have been 
obvious. 

There are a number of reasons, I think, why this has happened. First is 
what I call the “plodder presumption,” the presumption in the case law 
that the person having ordinary skill in the art is unimaginative, uncrea-
tive, is not an innovator, [and] thinks along conventional lines. This was 
expressed most starkly from Judge Rich in the case of Standard Oil v. 
American Cyanamid . . . . This is, I think, a deeply flawed approach that 
cannot possibly be right. It seems inconsistent with the statutory language 
and it seems to be either circular or a downward spiral, more likely a 
downward spiral because what happens is, if you exclude patentees in de-
termining what is the level of ordinary skill, then you are constantly look-
ing below that level to figure out what ordinary skill is, but then the top of 
that range, presumably, is patentable. And so then you drop the level down 
further. You exclude the most innovative of the plodders because they be-
come patentees, so we have kind of a race to the bottom. It sort of inverts 
the relationship between the person having ordinary skill in the art and the 
standard of patentability. So rather than PHOSITA setting the standard of 
patentability, we have the standard of patentability setting a ceiling on the 
skill level that we are willing to ascribe to PHOSITA. It is just completely 
inverted. So one fundamental problem is that by presuming that PHOSITA 
has no capacity to innovate, we have made anything that is different from 
the prior art appear obvious.  

Second move, I think, that has accelerated the marginalization of 
PHOSITA has been the Federal Circuit taking a strong position that the 
determination of nonobviousness, that the ultimate determination of 
nonobviousness, is a question of law subject to plenary review, rather than 
a question of fact. And, of course, it is a mixed question of law and fact. 
The standard itself is a legal question, but the application of that standard 
to the facts of particular cases is something that is essentially a case spe-
cific factual determination. They do not see it that way. But if it were seen 
as a factual determination, then you could consult some person out in the 



2004] TRANSCRIPT OF THE PATENT REFORM SYMPOSIUM 1061 
 

 

field there to figure out what it means. If it is a question of law, then the 
evaluator’s judgment does not matter and, in fact, PHOSITA is incapable 
of determining questions of law. PHOSITA has no skill in the art of law. 

Another move has been the elevation of evidence of secondary consid-
erations, or objective evidence [as] the Federal Circuit calls it, [which is] 
evidence of how the invention was received in the marketplace as bearing 
on the question of obviousness. If you read the statutory language, it talks 
only about the technological evaluation of the evidence from the perspec-
tive of technological workers of ordinary skill. The so-called secondary 
evidence, or objective evidence, is all about how customers receive the 
invention, how it was received in the marketplace, which, again, makes 
the perspective of customers more relevant than the perspective of tech-
nologists. 

Another move has been the suggestion test for combining the disclo-
sures in references. If we go back—how old is Winslow Tableau [In re 
Winslow]?—if we go back something like . . . 41 years, we pictured the 
person having ordinary skill in the arts, sitting at his bench surrounded by 
prior art references, able to cull together these prior art references with 
ease in order to innovate. Today, the Federal Circuit insists that there be 
some sort of explicit showing of motivating suggestion to make the com-
bination. They have retreated somewhat recently, say, allowing combina-
tion of references where the nature of the problem seems to call for it. 
They seem to be retreating somewhat from what, for a time, seemed to be 
an ever-accelerating trend towards focus on the written record of prior art 
in determinations of nonobviousness. But, still, the focus is primarily on 
the disclosures of the prior art, detailed reasoning, and away from the 
judgment of PHOSITA. And I think this focus on prior art obscures an 
important dimension that PHOSITA brings to bear upon technological 
problems, which is tacit knowledge, judgments, insights—the sort of thing 
that is not articulated in prior art references, things like a sense of whether 
the equipment is working properly [or things] that somebody who is work-
ing in a field would have an intuitive feeling for but you are not going to 
find that by looking in the text of prior art references.  

How to get this tacit knowledge of ordinary practitioners into the sys-
tem of evaluating claimed inventions is a problem. We have examiners 
who are skilled, well-trained people, and that is one important source of 
information and it is a good reason for the Federal Circuit to defer, in my 
view, to the decisions made in the PTO about obviousness, much more so 
than they have done. But the examiners are not current practitioners; they 
are, at best, former practitioners whose tacit knowledge is likely to be 
dated and atrophying. Litigation experts in the particular patents that mat-
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ter most, who argue about the validity of a patent, are another source of 
input, but they are adversaries, hired guns. There is too much at stake by 
that point. It is not the sort of process that is likely to yield dispassionate 
technical appraisal of how an invention looks to real practicing technolo-
gists. So, it would be better if we could figure out ways to allow the PTO 
to consult with outside technological practitioners in making determina-
tions of obviousness, that would allow them to document obviousness in 
circumstances where the written record of prior art is an inadequate foil 
for making that judgment. There are certain circumstances where there is 
particularly likely to be a problem, like with the patent system [getting] 
into a technology that previously was outside the patent system, like busi-
ness methods, for example, where the written record of prior art is a very 
inadequate source of guidance as to what would have been obvious. Now, 
there are some difficulties in trying to figure out how to do this. Any 
agency that makes technological determinations faces this problem, and 
most of them have some sort of mechanism for consulting the views of 
outside technologists: they will have scientific advisory boards, they will 
have peer review panels, they will have something in place that will allow 
them to do that. There are some challenges to bringing those kinds of 
mechanisms to bear within the PTO. 

First of all, there is the extraordinarily broad range of technologies that 
the PTO addresses. You cannot really have a standing scientific advisory 
board that would advise PTO across the broad range of inventions that 
come before it. . . . 

Confidentiality is another issue that would stand as an obstacle. We 
have a statutory requirement of confidentiality for pending patent applica-
tions. Even with 18-month publication, you can opt out of that system if 
you are not applying outside the U.S., so that would be something that 
would need to be addressed.  

Conflict of interest is obviously a serious problem. If you bring ordi-
nary practitioners [to review] the relevant technology in an area where you 
are making decisions, those people may often be working for competitors 
of the patent applicant and have a material conflict of interest in the judg-
ment. Some of these issues also plague journal peer review or grant peer 
review, and I think there are ways of addressing them and managing them. 
. . .  

DREYFUSS: We want to thank Pam [Samuelson] and Mark [Lemley] 
and the Berkeley Center [for Law and Technology] for allowing me to 
come here. I was a participant in a very small way in the FTC Study and 
on the NAS Committee, and it is nice to have an opportunity to get some 
things off my chest.  
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The first thing I wanted to talk about was confusion, as was talked 
about at this panel. You see there are really three issues on obviousness, 
and unless you disaggregate them, people wind up talking past each other. 
One issue is the way the PTO is implementing the standard. People talk 
about how the teacher is doing a great job; the examiners are really dedi-
cated. That is terrific and it could be true, but if they are being told the 
wrong thing to do, then their output is not going to be great. The second 
thing is about the way the court is interpreting the standard, and what we 
heard on that was, “the Federal Circuit is still citing Graham against John 
Deere, what could be wrong?” [But], is citing John Deere a great sign? It 
is close to half a century old, and if it lays out a rule and a methodology 
that are not suited to modern research, then it is not going to work out very 
well. Third, people talk about the standard itself and that is really quite a 
different issue from the other two. So all three issues, they need to be dis-
cussed separately. 

Let me start with the PTO. I am an academic. I am not the best person 
to evaluate its current performance. But I will start with the assumption 
that it is doing the best job under the circumstances. That is a big qualifier. 
And one issue is funding, and I take Mark [Lemley]’s point, rationale ig-
norance, as well, that there are diminishing returns to increasing funding. 
Nonetheless, I suspect that more funds would help.  

But, as important, there is a question about the source of the funds and 
this notion of user-supported PTO. The conflict you hear is about whether 
some funds should be diverted. I think that is a total red herring. It seems 
to me the rhetoric of user-support is fine when you are talking about Yo-
semite and when you are thinking about public parks. And if you want, 
you can think about examiners as a core of park engineers, or park rangers 
rather, because they are protecting the public domain. But, the analogy 
breaks down when you consider the users. At Yosemite, it is the folks who 
enjoy the public land, but at the PTO, the users are the privatizors, the pat-
ent applicants. I would like to see this idea of user support dropped, in 
part, because it does not necessarily measure the amount of money that 
would be rational to spend on examination, but mainly because the rheto-
ric fuels this notion that the PTO is there for the applicants and not for the 
public. It is also symptomatic of a bigger problem. Although park rangers 
actually do see loggers from time to time, examiners do not often see the 
people whose interest they are protecting. And in that connection, I would 
like to point out some side benefits of the opposition approach. . . . The 
people who are arguing for the public domain, they are not often seen in 
current practice, as I said. And it would expose the Office to the effect of 
its decisions on the public. It would also do something else, and that is it 
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would create a career ladder that might help retain examiners who would 
otherwise go off to practice, and there might even be a ladder that would 
lead to a Federal Circuit appointment, and that would bring to the Federal 
Circuit the PTO’s perspective on what its decisions do. I think that would 
be good, too. 

That brings me to my next concern, and that is the Federal Circuit and 
how it interprets the standard of obviousness. I remember the days of 
Monday morning quarterbacking, when the invention was used as a road 
map for anticipatory prior art, and in that context, I can see why the court 
did much of what it did. Thomas Edison’s paper showed that inventive-
ness can be about combining known art, and so requiring the examiner to 
articulate why a person of ordinary skill would think of combining is actu-
ally a good thing. As sciences mature, the roots to making certain discov-
eries become known, but sometimes without making it actually easier to 
accomplish that result. So the obvious-to-try doctrine is important because 
it focuses the decision maker on how many alternatives the inventor faces 
and his actual chances of success. Unlike my colleagues, including the one 
to my right here [Rebecca Eisenberg], I do see a potential for secondary 
considerations. If they were seriously combined with a nexus requirement, 
I think they would help focus the judge on whether the inventor was 
unique among folks in his field.  

But I, too, see reason for concern. The tacit knowledge problem Becky 
[Eisenberg] just talked about, the obvious-to-try doctrine—it is fine to 
think about the number of alternatives, but when deciding if a number is a 
big number or a small number, the role that instrumentation and automatic 
machinery now plays in research really needs to be considered, and you do 
not see that very much in the cases.  

I also have to agree with Becky [Eisenberg] that in many fields, the 
level of skill in the art is not only not right, but not much thought about. 
Perhaps we need a different perspective on collaborative work. Some peo-
ple have suggested the PHOSITA, the team having ordinary skill in the 
art, and we need factor in work that is done by instrumentation, as I said. 
The court is still using the standards of In re Bell and In re Deuel cases 
that were decided, work that was done, decades ago. And John Duffey has 
alerted me to a recent case in which the court introduced the concept of 
nascent technology where a person of ordinary skill in the art has little or 
no knowledge. That is Chiron against Genentech. If nothing else, that is 
likely to breed a lot of litigation on what nascent is. So there is important 
work to be done in implementation. And I like Becky [Eisenberg]’s idea 
of using experts to flesh out some of this, it is certainly an intriguing idea 
and well worth considering.  
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But I do have some skepticism. First, who will these outsiders be? I 
have a hard time getting my head around the idea of the expert on what is 
ordinary. We could choose ordinary people in the art, but how are we go-
ing to choose them, and once they are on a panel of expert people, are they 
going to continue to think that they are so ordinary? I think about my col-
leagues and the elitist way in which they talk about people at other law 
schools, endocrinologists, what do they know? And I have a concern that 
this expert panel might drive down this standard of what is considered or-
dinary, rather than driving it up. Also some process questions on how will 
these experts be utilized. Do you have a standing panel of people? If peo-
ple get called on a lot of times, I think people tend to find it difficult to 
serve under those circumstances. If it is an ad hoc committee and one per-
son serves only once, then there is going to be learning curve issue, much 
like the one that the PTO faces in training its examiners.  

I am especially concerned because this approach has been tried and 
found wanting in other adjudicatory contexts. For example, the FDA has 
tried it on Boards of Safety and they did one on the safety of Aspartame, 
the sweetener and, in somebody else’s words, I cannot remember who, it 
was a pig’s breakfast. It was hard to find people without any ties to corpo-
rations. Many people said that picking the experts effectively picked the 
results, and scientists showed themselves to have a rather poor understand-
ing of distinguishing between scientific questions and legal questions. 
Since the FDA tried that, there is an extensive literature now on court ap-
pointed experts and how to choose them and how to train them. Maybe 
that would actually be a useful place to start looking to implement Becky 
[Eisenberg]’s suggestion, if it was thought to be a good idea. I also think 
that experts at other points would be good. The NAS report talks about the 
need to help alert the PTO to emerging technologies so they can start 
gathering the right literature and staffing the office correctly. Experts 
might be very helpful on that. I will talk in one more minute about some 
other areas where experts might help. But, what I suspect is that the true 
problem actually lies elsewhere. To my mind, it is no accident that the 
Federal Circuit does not update the level of skill in the art. I think it is 
happy with a low level of skill in the art because [the Federal Circuit] likes 
the result of [the level of skill] being low, which is to say, in fact, that [the 
Federal Circuit] likes narrow patents. 

Remember, the PHOSITA standard applies not only to obviousness, 
but the Chiron case I talked about was about what the PHOSITA knows 
for purposes of enablement. And the less the ordinary artisan knows, the 
less she is enabled, and the narrower the claim. And I think that is where 
the Federal Circuit is really going: to a system of narrower claims. It is 
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clear in other areas, too, the written description cases, their own opinions 
in Festo and Hilton Davis, betrayed a certain interest in having very nar-
row claims. Unfortunately, the court has not actually explained why that is 
so, so it is hard to evaluate why they want to do that. In part, I suspect the 
court thinks that if a claim is narrow, it won’t be very dangerous, and that 
means that it won’t matter so much if it is not examined right or the level 
of school and the art is not properly set. But I wonder if that is really true. 
I think the court may well be following itself. Narrow claims create lots of 
work for patent lawyers, but what that actually means is high transaction 
costs. Patent thickets are a problem that many people on this panel have 
written about—they create difficult entry barriers [because] if you do not 
have a patent portfolio to trade when assertions are made, then you are in 
real trouble. The increased wear and tear on the Patent Office [is] because 
they exacerbate whatever problems there are because people have to keep 
filing in order to protect their investment. So I think it is actually foolish to 
think that narrow patents are less dangerous. Of course, in part, the Fed-
eral Circuit may also believe that narrower patents correlate with better 
notice, but I am skeptical about that too. If you have notice, you need crisp 
edges to the claim, but what those crisp edges contain, whether it is broad 
or narrow, that is not so relevant to the question of notice. 

I highlight this issue not just to criticize the Federal Circuit on narrow-
ness, but also to demonstrate another point about this concept of PHO-
SITA. When the court sets the level of skill to accomplish a narrowing 
function, what it is doing is creating a construct, a social construct to 
achieve a particular goal. In this sense, PHOSITA is not a snapshot of re-
ality, it is not meant to be a fact-based historical measure of inventiveness. 
As we see, it does not much mirror what we know about invention or in-
ventors or artisans of ordinary skill in the art. It is a concept that is con-
structed so that the system does what the court wants it to do. And if we 
think it is the wrong standard, it is not because we know of specific pat-
ents that should never have issued; rather, we think it is wrong for sys-
temic reasons, because systematically we think there are too many patents, 
transaction costs are too high, etcetera. At the end of the day what, we 
really need to think about is getting the system to operate in a way that we 
want it to. We need to think about obviousness for sure, but also the scope 
of claims that best serves industrial and creative needs, the distance be-
tween inventions on the innovation ladder. Should the boundary of one 
invention touch on the boundary of the next invention—which is the way 
it works right now? As we have it structured, PHOSITA is key to all of 
those concerns, but do we really want the same standard of PHOSITA for 
everything? Maybe we need different standards in there. What should the 



2004] TRANSCRIPT OF THE PATENT REFORM SYMPOSIUM 1067 
 

 

standard be for each thing for which PHOSITA is used. For that, a panel 
of experts could be useful, but I would not use them as retail adjudicators 
of particular cases, [but] rather wholesale in helping us to think about 
[how] all the roles, the nonobviousness and the knowledge of persons with 
ordinary skill in the art, play in creating the system we have, and in creat-
ing the system that our modern age and new technologies of research actu-
ally require. 

DICKINSON: Thank you very much. Let me join the others in cer-
tainly thanking Berkeley for hosting today. . . .  

So there are interesting and robust debates about what the patent sys-
tem in particular means today and how we deal with it. [This forum today] 
is also interesting because traditionally, I think, or at least the last couple 
major times we had patent reform in this country, starting with the ’52 
Act, and then the reforms in the 1980s around the CAFC, and most re-
cently in the American Inventors Protection Act, much of that reform was 
driven by the IP community, the insiders, if you will. And a lot of the dis-
cussion we are having here today, at the FTC, at the NAS, the IPO panel 
on Monday in Washington[, D.C.]. is coming from outsiders, so it is a 
very interesting and, I think, appropriate debate.  

. . . As we have sat here this hour, I am going to guess that the Patent 
and Trademark Office will have allowed 100 more patents. In the next 
hour, they will allow another 100 patents, and after that, they will allow 
another 100 patents. It is not a stream; it is a torrent, and it keeps coming 
very rapidly. So a lot of what we have to talk about and remember as we 
talk about the reforms or the issues around obviousness or anything else, is 
the fact that we are dealing with a very big process which is hard to 
change. [The process] is susceptible to [change], but that it has a lot of as-
pects to it and a lot of nuance in it, and that small changes can make big 
effects, have big effects, and that a lot of unintended consequences cer-
tainly and clearly can and sometimes does apply to the PTO. 

One of the premises about the FTC Report is that there are question-
able patents out there. That is actually the phrase that gets used. I think 
that probably everyone would agree that there are patents that have issued 
that should not have, for one reason or another, or that raised a concern of 
one sort of another. But the challenge, I think, is that we have not come to 
the place yet where we have really defined what we mean here by ques-
tionable patents. And in so doing, I would suggest we are not quite at the 
place yet where we have the evidentiary back-up to justify, certainly po-
litically justify going to the policy makers and getting the kind of changes 
that are suggested. I think we need to continue to work there. When we 
say questionable patents, do we mean the stick patent that issued or wait-
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ing-in-line-for-the-toilet-on-the-airplane patent that issued, the ones which 
people traditionally take a poke at because they sound odd or ridiculous, 
or why did somebody spend the $3,000 to get it in the first place? Or do 
we mean patents like genomic patents which are getting in the way [or] 
perceived to be getting in the way of research, or a business method patent 
which maybe just offends somebody’s sense of what ought to be pat-
entable in the first place? I am not quite sure. The critique comes from a 
lot of different aspects and a lot of different places, and so I think we need 
to be a little more clear about what we mean by questionable patents and 
why we should reform a system in view of them. How many are there? 
One of the issues we will get into later today is lowering the standard of 
review from clear and convincing to preponderance of the evidence. Well, 
you lower the standard of review for questionable patents, you lower it for 
all patents, and you make patent portfolios and individual patents less 
valuable. When you do that, you start to cut into, I think, significantly the 
intellectual base or the intellectual capital of the country. [That is] not to 
say it is not justified, but why are we doing it and how many are we doing 
it for? I still think we need to take some care to define [the standard]. 

Also, don’t forget, the statute basically allows the applicant to get a 
patent unless it is anticipated or obvious, and you could argue that maybe 
it should be the other way around, and people do, but that is the current 
statutory standard. So I think we need, with all due respect to the FTC and 
to the NAS, I think we need more evidence of this lowering of obvious-
ness that is perceived to be out there. Do I believe it is there viscerally? I 
think I could make a case in some areas that that is the case. Do I believe 
that uniformly that is happening, and happening in such a way as to war-
rant wholesale changes? I think that is a much tougher case to make. I 
think the evidence for the lowered standard of obviousness is thin at this 
point. And if we are going to proceed in some of these ways, I think we 
have to take a lot more time and care and put some more energy into de-
veloping it. And we have got great economists and great patent folks who 
are in a position to develop that. For example, the FTC Report was almost 
all based on anecdotal evidence. There was very little empirical evidence 
adduced at all. The NAS did a few more studies on many topics, and I 
think it backs that up a little bit more. 

With regard to the U.S. Patent and Trademark Office, they have tradi-
tionally been more conservative, than the courts, traditionally. They have 
proceeded very cautiously in terms of moving into new subject matter tra-
ditionally, and they have been very rigorous, I think, in terms of how they 
tend to implement the obviousness standard, at least initially. [For exam-
ple], one of the biggest complaints I often have to deal with in my current 
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practice is the complaint that folks have that the Office will not allow their 
case, despite the fact they [the complainants] believe it is clearly allow-
able, and they cite, they write extensive briefs to back that up. One of the 
interesting things about the NAS Study is that it is going to use at least 
two examples, genomics and business method patents, which frankly is 
about three or four percent of the number of patents issued each year, to 
drive the change in obviousness. Now whether that should drive that 
change, at three or four percent, should drive that change or not, we can 
argue as well. But business method patents have now, because of the sec-
ond level review, only seventeen percent of them have been getting al-
lowed—only seventeen percent of business method patents in Class 705, 
on average, get allowed. The bigger complaint from the folks who want 
those patents is that they are not getting them out of the Office, not that 
too obvious business method patents are issuing. So I think we have to 
examine that a little more closely.  

I think there are some areas where we ought to look. I proposed two 
rules that affect this area when I was in the Office. One is what is called 
Rule 105, . . . [which] allows the examiner to make an inquiry of priority 
of the applicant on their own initiative. It is relatively underutilized, as I 
understand, at this point. I think it could certainly stand to be utilized 
more. It was widely opposed by the intellectual property community, by 
the patent bar, in particular. But, we held the line on that one and that one 
became implemented. 

I also proposed another rule. It would allow examiners to apply gen-
eral knowledge that they had. This is a topic of several speakers, it is a 
topic of general discussion, and I would disagree with Professor Eisenberg 
to a degree. I think examiners are not these stale Ivory Tower folks who 
are not keeping up with the art at all. On the contrary, they are on the cut-
ting edge of the art all the time. It is coming across their desk in a steady 
stream and they deal with the state of the art at this level, of the current 
state of the art at a very high level. So I think there are opportunities for 
them to apply general knowledge if they are aware that they are able to 
now. The CAFC really does not let them do that, they have gone so far—I 
respect and admire Judge Newman enormously, but she wrote an opinion 
last year [or two years ago] and went so far as to say that examiners could 
not even apply common sense to the examination of patent applications, 
and I think that is really pushing the line a little far. But, having said that, 
that rule that I proposed was shot down. It was so widely opposed that we 
had to back off of that rule. With all due respect to the panelists, I do not 
remember any of them sending a letter and saying that rule was a good 
idea. 



1070 BERKELEY TECHNOLOGY LAW JOURNAL [Vol. 19:1053  
 

 

The FTC dealt with obviousness in two particular ways, commercial 
success and motivation to combine. . . . Graham [v. John Deere] says that 
you can use commercial success as support for nonobviousness, and the 
Report suggests that we may be getting undue balance to that, I think is 
the phrase. That may be happening in the courts, it certainly does not hap-
pen in the Office, frankly, because people do not have a lot of commercial 
success to bring to the PTO at the time the application is pending, and it is 
very difficult to get that kind of evidence introduced. So while I take the 
point that the FTC makes, I do not think it is that big a deal, frankly, in 
commercial success, though it is not a bad issue to take a look at. 

The motivation to combine is a tougher one, principally because the 
CAFC has continued to push the envelope, I think, on that issue. However, 
one reason why they do it is that it is awful easy. It is awful easy to apply 
hindsight once you have got references in front of you. And to have Refer-
ence A which has got Element A, B, C, [and] D, which has three more ele-
ments, and to say, “Well, look, anybody could have put those three things 
together, they are in front of me right now, I see it”—that kind of 
hindsight is easy, and perhaps too easy, and so what I think the CAFC is 
saying is you need to come up with even more rationale for combining 
those. Could we change that? Could we tweak that a little bit? Sure, we 
could. But I am, as most of you know that have heard me speak, more of a 
calibrator than a wholesale change guy, and so I think that is a calibration.  

What the real issue I think—well, let me talk to the peer review thing 
real quickly. I think that Professor Dreyfuss articulated a number of the 
problems with it. A peer review panel, for those last 100 patents that we 
just have issued or the one patent that issued in the last minute I have got 
here, is a big challenge. I get it if you are going to have peer review panels 
for genomics, or you are going to have them for very sophisticated tech-
nologies. Where is the peer review panel for that largest of classifications 
in the PTO: golf equipment? Where is the peer review panel for boxes? 
Where is the peer review panel for what we used to euphemistically call 
“vermin control,” or mousetraps? They are out there, but getting those 
folks together for a peer review process is a pretty daunting task. We do 
do parts of those things. The Office, rather, does parts of those things now. 
They have for very advanced technologies biotech, business methods, now 
nanotech. They have quarterly customer partnerships where anybody who 
wants to can come in and meet with the examiners as a group, they can 
meet with the senior leadership, there are structured learning that go on, 
there are seminars that go on. They are very valuable. Also, when a new 
technology comes along, to the extent they can, the Office—I did it with 
business methods—tries to draw on those communities to help teach the 
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Office. We brought in, for example, on business methods, the Securities 
Industry Association, the Check Cashing Association, the American Bank-
ing Association, a number of those organizations, to train examiners both 
on the art itself and also where to find the art. I think that is a pretty rea-
sonable mechanism to work on.  

So where does that lead us? The PTO needs more money. Frankly, the 
examiners need more time, and that is a function of money. Each hour of 
additional time across the PTO costs between $15 and $18 million, so they 
need more money. They need greater access to prior art, and they need 
better search tools. They have great search tools and they need even better 
search tools. Thanks very much. 

BARTON: Let me try to concentrate on a particular example. I think I 
am pretty much known as a nonobviousness hawk, but I am going to try to 
give a more balanced picture, if I can, and describe a little bit of what is at 
stake and sort of the philosophical differences on where you go with dif-
ferent nonobviousness standards.  

I am going to concentrate on one of the principles of the CAFC, the 
principle of obvious to try . . . . Obviousness to try, at one point, was a ba-
sis for saying, “You can’t get a patent.” In other words, this patent results 
from a research effort that you suspect is going to lead to an answer to a 
problem, you undertake the research effort, get the answer, and since it 
was obvious to try this particular research effort, you should not get a pat-
ent. Judge Rich came along and stated as follows, “Slight reflection sug-
gests, we think, that there is usually an element of obviousness to try in 
any research endeavor, that it is not undertaken with complete blindness, 
but rather with some semblance of a chance at success, and that patentabil-
ity determinations based on that as the test would not only be contrary to 
statute, but result in a marked deterioration of the entire patent system as 
an incentive to invest in those efforts and attempts, which go by the name 
of research.” In other words, we want people to do research even though it 
is obvious to try the research and to encourage them to do the research, we 
therefore grant a patent.  

Interpreting the CAFC’s obviousness to try cases is a nightmare, and 
they certainly have ended up somewhere in between those two extremes. I 
think sort of a basic situation of where they are is, you can get the patent 
in spite of the fact there was obvious to try in their strategy, depending on 
how likely success looked when you undertook what was going to be ob-
vious to try. Let me apply that to a particular example, the genomic pat-
ents. At one time, of course, it was genuinely very difficult to get the se-
quence of a gene. Today, we can get the sequence of a gene from a ma-
chine. We can get an insight—like whether or not a particular mutation is 
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associated with a particular disease and know what I am thinking—now, 
particularly if things are like the diagnostic patent, such as the breast can-
cer patents which have been issued and have been so controversial in 
many circles from the medical perspective. You know how to do that now. 
You know now how to run all the things on a chip and run a lot of tests of 
a lot of people and find out with pretty high confidence. If you put enough 
money into it, you can design a project to determine what genetic sources 
are associated with a particular disease. Similarly, and what I put together 
with the genomic patent system, and that is just my perspective, it is now 
pretty obvious—again, sometimes very difficult, but pretty obvious how to 
get the precise structure of a biological crystal, a biological protein. And 
yet I can now get a patent on the protein coordinates; I can now get a pat-
ent on the use of the knowledge that gene sequence is associated with dis-
ease Y; I can now get a patent on a gene itself. . . .  

In some sense obviousness to try precisely affects the patentability of 
these categories of information. I do want to put it as information because 
we are really patenting information in these contexts, and there is an obvi-
ous question whether or not this should be patentable subject matter. That 
is another set of issues which is related to genomic patents, but certainly 
now that we know how to get these sequences by an automatic mechanical 
process—I am overstating a little bit, of course—are they not obvious to 
try? And the CAFC has, in effect, told us no. It is obvious to try a particu-
lar research direction, but knowing how to do the research direction does 
not tell you the shape of the protein, does not tell you the sequence of the 
gene, therefore it is not obvious what the result of that research project is 
going to be. So this is a case in which the obviousness to try principal is 
one which the CAFC tells us to use, and you can see Judge Rich is looking 
for it, [and] it is one of the reasons why we issue patents which, in some 
people’s minds, raise some questions. 

Now, I promised to give you a balanced perspective. Currently, be-
cause I read so much about this set of patents and I have written much 
about it, I also want to understand the industry, so I am trying to investi-
gate the diagnostic genomic industry, understand better how it works, and 
understand better the role of patents in that industry. It is becoming abun-
dantly clear to me that a large amount of money is being invested as a re-
sult of the fact, almost certainly as a result of the fact, that patents are 
available. In other words, the patent system is in this context serving its 
role of providing an incentive to investment. Just as Judge Rich suggested, 
the patent system is serving its role as an incentive to carry out research, 
even if you know the research is going to automatically succeed. We are 
then faced—and this is sort of the dilemma I want to put you with—if we 
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accept Judge Rich’s perspective with the obviousness to try arrangement, 
then we are going in the genomic context to say, “We grant these patents 
because there is a genuine incentive factor there, and it is genuinely work-
ing.” And we face the cost, the cost being it is very hard for Affymetrix to 
put together a chip which scans for all the different genomic mutations 
which a baby might have because they have to go back and get a license 
from a zillion different companies in order to produce that chip. Similarly, 
it is very hard for a pharmaceutical company to work with drugs against a 
protein crystal X . . . because somebody has a patent on the use of those 
coordinates and theoretically the company could simply go out and meas-
ure them. 

We are indeed creating some incentives and we are also creating a set 
of complications. If I broaden that to industry, in general, what Judge Rich 
is saying is, “We want a system which rewards routine research and en-
courages routine research because it is good.” And he is absolutely right. 
But the counter-argument is, “Don’t I want to preserve the monopoly, the 
patent system, for those cases in which the research level is a little bit 
above sort of the normal level of research in the industry?” If I am going 
to reward sort of the normal process of industrial innovation, if I am going 
to reward that with patents, . . . then I am going to increase the number of 
patents and I am going to create significant problems of having to negoti-
ate cross-licenses and all that kind of stuff.  

So I want to suggest what the tensions are here. . . . My bias would be 
the CAFC is currently saying the standard is whether the invention would 
certainly have been made by a person of minimal skill in the art who was 
unable to integrate the different concepts present in the art. I would like to 
turn that into “to grant a patent only if the invention is more substantial 
than that regularly made by a person of average skill in the art, being 
funded and supported in a way that is typical in the relevant industry.” My 
proposal as to how to do that is a little bit different from Rochelle [Drey-
fuss]’s and Becky [Eisenberg]’s [proposals], but I think that is one of the 
dimensions we need to be talking about because, there is no question, it is 
a hard standard to apply. It is a judgment standard in any call, and I think 
that has a strong tension, given the actual pressures present on the examin-
ers of driving it down, particularly given what the CAFC is saying. But, at 
least my proposal would be to try to include [in] the patent application, or 
maybe in some other context, some kind of indication of sort of the way 
routine innovation is going in this industry. How much do you change the 
technology from the pentium computer, from the pentium chip to the tita-
nium chip? That is sort of the standard baseline. Does this go above that 
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baseline or below? Now that is a judgment call, too. But I am wondering if 
there is a way to get that kind of evidence into the process. 

MYERS: Ron [Laurie]? 
LAURIE: Thanks, Mark [Myers]. I just wanted to say what a pleasure 

it is to be on this panel and part of this program. I just wanted to give you 
a little bit of disclosure on my particular perspective, which I think is dif-
ferent than anyone else up here. I am now operating at the intersection of 
patents and capital formation in a firm that calls itself an IP Investment 
Bank, and I can tell you absolutely that patent quality is essential to ensure 
that financial markets make correct investment decisions in connection 
with technology. I see this every day. Any uncertainty about the value of a 
patent creates misallocation of resources in the financial community.  

I would like to make just introductory remarks on the “but for” test 
that is set forth in the Report. I think the “but for” test is a useful contex-
tual construct in many cases, and certainly reflects one of the key policies 
underlying the patent laws, and that is, of course, the policy of incentive 
by reward. If the incentive is not necessary to produce the invention and 
its commercialization, then there is no point in offering the reward. I think, 
however, there are two other policy bases for the patent laws that the “but 
for” test does not address. One is the public disclosure or dissemination of 
technology policy. The “but for” test ignores the possibility that, even 
though an invention would have been made and commercialized, that in 
some cases it would have been kept secret. And this, of course, affects a 
very delicate balance between the patent laws and the trade secret laws. 
Certainly many, in fact probably most, inventions will be disclosed upon 
commercialization, but there is a lot that will not, particularly in the soft-
ware area where past practice was to distribute under confidentiality. The 
other policy that I do not think “but for” adequately addresses is what I 
call the “forced improvement policy.” That is the motivation to design 
around existing patents and thereby advance the technology in ways that 
would not have happened but for that forced requirement to avoid doing 
what is claimed in the patent.  

With regard to the issues of motivation and commercial success, I ab-
solutely agree with Todd [Dickinson] that the PTO has got it right, there is 
no lowering of the bar at the PTO in terms of obviousness. The cases that I 
see being examined, especially in software and business method areas, are, 
if anything, the PTO taking a very tough position. I would refer you not 
only to the MPP which applies to all subject matter areas, but particularly 
to the recently published examination guidelines on obviousness in con-
nection with business method patents. There are, I think, twenty-some 
examples—fairly detailed examples—of how tacit knowledge and nature 
of the problem to be solved, and mere conversion, mere automation of a 
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the problem to be solved, and mere conversion, mere automation of a 
manual process, and many, many other things that are not explicitly taught 
in any of the references that are combined, and of how those are folded 
into the obviousness decision by the Patent Office. To the extent that the 
Federal Circuit does evidence a trend toward lowering the bar, I have read 
the cases, [and] I think many of them can be explained on other grounds. I 
think there is an increasing emphasis on requiring the Patent Office to 
build a proper administrative record for judicial review, and therefore 
there is a great antipathy toward what the Federal Circuit calls “conclusory 
statements of the skill of the art.” I think all that means is that the examin-
ers and the Board of Appeals members have to document the basis for 
their tacit knowledge, and not just cite it as something they know. I think 
that is an easy hurdle to get over. For example, in the Internet area, the 
tacit knowledge that one can perform many business methods that were 
previously done manually or in a face-to-face manner on the Internet, that 
is the kind of tacit knowledge that will not ordinarily appear in the refer-
ences because it is so totally obvious. But, it is not a problem because it is 
certainly easy to show with any textbook or newspaper article that imple-
menting physical processes on the Internet is well within the tacit knowl-
edge and skill of the art. I also think that the trend, and I will defer to my 
academic colleagues on the extent to which there is a trend, but a lot of the 
trend can be explained on the basis of the general concept of what I would 
call the Federal Circuit’s diversity of opinions. I think, on many issues, 
you can find opinions all over the place, and I think the more recent case 
law, the Ruiz/Chance case puts us back on the right road, at least in con-
nection with consideration of the effect of nature of the problem on 
whether the solution is obvious. 

Finally, on commercial success, just a quick note. It seems to me 
commercial success comes up in two different ways and they ought to be 
treated differently. The first case is where commercial success is coupled 
with long felt need. There is kind of a common sense reaction that, if there 
is a long felt need for a solution, and it is recognized that that solution will 
be commercially successful—now, keep in mind, that is commercial suc-
cess measured prior to the invention—the solution is not obvious because 
making money is something that everybody wants to do and if the need is 
recognized and the fact that the solution will be commercially rewarding is 
recognized, and the invention is not forthcoming, that is very strong evi-
dence that it is not obvious. On the other hand, where it is not coupled 
with long felt need, but where commercial success is just a consequence of 
the invention, then I absolutely agree with the Report that commercial 
success could be due to many other things than the invention, and it is en-
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tirely proper for the burden to shift to the patent owner to demonstrate 
clearly that the commercial success is tied to the patented invention—that 
is in court.  

Now, I have a little trouble applying that to the Patent Office and hav-
ing examiners analyze submissions of commercial success. I mean, the 
introduction of business method patents caused quite a disruption and a lot 
of people were saying that now we have to get examiners with a back-
ground in computer science that had an MBA from Wharton in order to 
understand the significance of the business method; ditto in spades if the 
examiners have to start analyzing and rebutting economic evidence of 
commercial success. Thank you. 

LEMLEY: Let me ask a couple of questions directed to the specific 
proposals that are before us today and then we will open it up to the floor 
for questions. The first has to do with the issue of combining references. 
There has been some discussion of what Ron [Laurie], I think, quite prop-
erly points out, as the meandering Federal Circuit case law on the question 
of whether you must have an actual suggestion in a reference in order to 
combine it with another reference or whether you can find motivation in 
some other source. And I guess the question for the panel—Ron [Laurie] 
talked a little bit about this already—what is right? Is the FTC right here? I 
mean, are we to be finding motivations to combine references outside the 
documentary corners of the reference themselves? And, if so, where is it 
[that] we are going to find it and how? Is it testimony? Is it some base of 
examiner knowledge? 

EISENBERG: This whole approach seems to me to be fiction upon 
fiction. We start with the fiction that the person having ordinary skill in 
the art has access to every single reference, sort of the Winslow Tableau 
[In re Winslow] fiction. And then we presume that the person does not 
know how to combine references unless there is some suggestion or moti-
vation to do that. Another point of inconsistency in the Federal Circuit’s 
decisions is the issue [of] whether we are motivated to combine refer-
ences—which is this highly artificial question, as if somebody trying to 
solve a technical problem goes to the library and tries to identify refer-
ences that will help them—or is the motivation to combine elements. It 
seems the combining of elements seems like a much more logical way to 
proceed if the focus is on what can we expect of ordinary artisans in the 
fullness of time, with or without patent protection. On the other hand, if 
your focus is more on the prior art references themselves, then you start 
thinking about whether there is a reference to combine.  

Ron [Laurie] had an interesting point about the value of disclosure. It 
may be that when the prior art references themselves are weak or when the 
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written record of the state-of-the-art is weak, then there is a stronger inter-
est in using patents to bring about greater disclosure, even though maybe it 
is not bringing about any greater innovation. So it might look different 
from that perspective. 

LAURIE: Just a quick comment. I absolutely agree with Becky 
[Eisenberg] because the inquiry is the state of the prior art. And to limit 
the prior art to what Section 102 refers to as printer publications is abso-
lutely unjustified. Section 102(a) also includes “known or used by others,” 
“others” meaning the public. That is in many cases the glue that holds the 
references together, and to ignore that is to ignore the most valuable 
method for combining references. 

DREYFUSS: I think my point is very similar to that one. We over-
treat inventions as if they are true monopolies. Judge Rich often said they 
are not true monopolies for purposes of thinking about what the patentee 
can or cannot do with this monopoly. But [patents] are also not true mo-
nopolies in the sense that there are not other inventions out there that are 
like that or similar. I think if you look within a field, you see the way that 
people within the field think, and by taking an invention within sort of the 
entire scope of inventions that are similar and thinking about why is it that 
people in the field look at, how do they think about the direction in which 
they are doing research, you can start seeing trends in the way that people 
in chemistry think, or trends in the way that people in mechanics think. I 
think all of that helps. It does not have to be written down. You can see the 
trends in the way that people think. 

LEMLEY: Let me follow-up on this, if I may. So, if we want to look at 
the sort of general way in which people think in the field, how they might 
think about combining elements, and if we want to look—as Ron [Laurie] 
points out—not just at the printed publications but what is going on in the 
business, the section 102(a) art the public uses, and all of that stuff, and 
then—we also talked a little bit about secondary considerations, another 
element of the FTC Report—we want to look at economic evidence, 
commercial indicators or success, what were people doing, how does the 
industry react to the invention. All of these are relevant questions for ob-
viousness. They also seem questions that the PTO is going to be essen-
tially unable to deal with, not only given the resource constraints, but also 
given the way in which we structure the inquiry. The PTO does not have 
the ability to go out and talk to everybody in the industry, to go out and 
collect evidence of public use, to go out and collect evidence—economic 
evidence—of commercial success. Are we necessarily, by focusing the 
obviousness inquiry on this broader question, are we necessarily relegating 
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it to the courts and saying the PTO is just not going to be able to do some 
of the things we want to do in the obviousness inquiry? 

DREYFUSS: I think the examiner is doing a lot of that stuff. I mean, 
that is just Todd [Dickinson]’s point. The examiners are sitting there and 
they are seeing everything that is in their piece of the world, and so they 
are seeing each and every inventor as he comes along, telling the PTO 
what it is that [he is] doing. I think the examiners actually do get a very 
good sense of what it is that is in the art. And I think Becky [Eisenberg]’s 
point that we should be deferring more to the examiners, that, to me, has a 
lot of resonance because that, in fact, that part they do see. They are seeing 
the way that people think about pushing the frontier slightly forward, mak-
ing incremental changes. Not to push the NAS Committee Report, but I 
think the opposition procedure is also a piece of that because it brings 
people from the outside in the cases in which the examiner has not seen 
stuff that is in public knowledge, but not in print. 

DICKINSON: Mark [Lemley], I have a one word answer to your ques-
tion: Google. . . . Let me elaborate a little more on that, and not to put too 
fine a point on it, because it obviously can still be improved, but the PTO 
has access to some of the world’s most extraordinary databases and has 
very facile tools for accessing those databases. They also have print librar-
ies with research librarians whose whole job is to try to help them dig out 
that piece of priority. Do they not always get it? Absolutely. Are there op-
portunities for improvement? Always. But to premise the whole argument 
on the fact that the PTO’s examiners are just sort of sitting around, poking 
around, and doing a Google search is just not the way it works. We also 
have another opportunity that gets overlooked. It is another rule we put in 
place called Rule 99. Because we have publication now at eighteen 
months—I think most people would support what the FTC Report does, 
making publication universal—you have got a political challenge there 
with small inventors, but other than that, if you believe that there is prior 
art that the Office is not considering, you have an opportunity under Rule 
99 to send it in. It is vastly underutilized still. That may be partly struc-
tural, but I think part of my job and others’ job is to make people aware 
that that is out there. 

MYERS: John [Barton].  
MR. BARTON: I just want to add that I view those secondary consid-

erations as mainly applying not for the Patent Office, but when you review 
the patent later in some kind of litigation. In some sense, to the extent I 
consider secondary considerations as success in the market, it means I do 
not know whether the invention was nonobvious until ten years after the 
patent was issued, and I am in litigation about it. 
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LEMLEY: Let me push a little bit on this, and then we will open it up 
to questions from the floor. If the PTO has got all these great databases 
and they have got this tacit knowledge that comes from looking at all the 
patented inventions, and the argument here seems—the consensus here 
seems to be that we owe greater deference to the examiners—why is it that 
all the empirical evidence seems to suggest they are not doing such a hot 
job of finding the right references? Why is it that the European and Japa-
nese Patent Offices regularly find prior art references that the U.S. Patent 
Office misses? But why is it that the courts, when you go into litigation, 
you always end up litigating prior art references that the Patent Office did 
not find? It seems to me there is a felt sense that the PTO is not, in fact, 
finding all the most relevant prior art. 

DICKINSON: That is not a bad point with regard to litigation. Do not 
forget, very few patents actually get litigated, and when they get litigated, 
enormous resources are brought to bear. I am not a litigator, but my firm, 
for example, is primarily [made up of] litigators, and they just wheel out 
the big, big guns. Now, whether that is good thing or bad thing, well, we 
can debate that, and there are a lot of aspects to that. But when you start to 
apply $10, $15, $20 million to try to turn up that one piece of invalidating 
prior art, that is a little different than the $5,000 search you did or the 
eighteen hours of searching that is available to the Office. But that is the 
flex in the system. Can we change that a little bit? Yeah, we could change 
it a little bit, but I think to decry the whole system because the examiner 
does not have $20 million worth of capability to find that one piece of 
prior art hidden in a library in Russia somewhere, I do not know. 

. . . . 
FARRELL: Joe Farrell from U.C. Berkeley. Just to follow-up a little 

bit on that change. I thought Mark [Lemley]’s question was not any blame 
to the examiner for not finding it, but should we take the view that the 
examiners do in absolute terms an excellent job? 

 DREYFUSS: There are really different questions packed into this. 
One is the question of finding the prior art, but the question we were talk-
ing about before is that question of combining it. So, you might want to 
take the view that examiners are really good at thinking about that because 
of the fact that they have seen it a lot, see it continuously, see trends 
within what is going on, and are able to abstract from those trends. That is 
a different question from whether each piece of prior art that is out there 
can be seen.  

DICKINSON: We have talked about the issue of tacit knowledge, too, 
and I think we need to give the examiners more leeway to apply tacit 
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knowledge and what they know to be out there. We can do that, I think, 
through rulemaking, or we can do it— 

DREYFUSS: What they know to be known. 
DICKINSON: I think we have much more play in that regard than we 

should have because, again, the examiners—I came into the Office as a 
knowledgeable guy, but not really knowing it as thoroughly as being in 
it—I was amazed at the level of commitment and knowledge that the aver-
age examiner tends to have. Are there exceptions? Sure, but it is really a 
very high level of commitment and knowledge. It was sort of surprising to 
me. There are over 400 Ph.D. scientists at the Patent and Trademark Of-
fices. It is more than at NIST, it is roughly how many are in NIH. I mean, 
that is a lot of brain power. And that is not a lot of engineers—those are 
mostly in genomics and in biotech areas, for example. 

DREYFUSS: A third issue is the application of law to the facts that 
they know. That is another question where, whether or not you give as 
much deference to the examiners—I just do not know the answer to that 
question—about how much examiners knows about law and knows about 
the application of law to facts. But each of those are different issues. 

DICKINSON: I was very pleased to put back, on full scholarships to 
law school, any examiner who wanted to go. It has been cut out in the lat-
est couple of budgets, I am disappointed in that. I think we need to get 
more legal training. Only four of the twenty-six group directors are law-
yers now in the PTO. I believe that is scandalous. I think we need to have 
much more legal training, as well. 

. . . 
LEMLEY: For benefit of the people in the back who are having trou-

ble hearing this, the question is why is it that the EPO regularly finds ref-
erences that the USPTO [may not]. 

DICKINSON: How much does Chevron and Texaco pay at the EPO to 
get a search and examination as opposed to the United States? They pay 
roughly three times as much. I agree with the general concept, there are 
many times when it is perceived that [at] the EPO, you can get a higher 
quality search, in certain technical areas, in particular. Given some chal-
lenges they are facing in terms of resourcing and staffing and other things, 
they have had a freeze on hiring for a long time, I think that that may be a 
little more differentiatable than it may be currently, but I think tradition-
ally the belief was you would get a better search, principally because they 
have more money, which leads to more time. 

 [Question from audience member not transcribed.] 



2004] TRANSCRIPT OF THE PATENT REFORM SYMPOSIUM 1081 
 

 

BARTON: Obviously, we are skating into the territory of the panel 
which will discuss the presumption of validity. The question is to what 
extent must the court accept that presumption, to what extent should we 
accept the presumption that the examiner did not make any mistake. Then 
the related question: to what extent should we be installing procedures that 
are somewhere in between the two, that are designed to test the validity of 
patents? Or designed to provide, you know, as in the European [Patent] 
Office procedure, some opportunity for the public to bring additional prior 
art? And, additionally, counterarguments against the patent because, after 
all, the patent is necessarily granted, even in Europe, in an ex parte pro-
ceeding? [The solution] has to be a fairly low cost or it would just be in-
sane. 

LAURIE: The fact that the litigation is so many orders of magnitude 
more expensive than the prosecution, to me, is the best reason why the 
prosecution ought to be as absolutely good as it possibly can be in order to 
avoid tremendous misallocation of resources. 

LEMLEY: Alright, please join me in thanking the panel.  

III. OPPOSITION AND POST-GRANT REVIEW PANEL 

Panel: 
Robert Merges, Boalt Hall School of Law, University of California, 

Berkeley (moderator) 
Robert Blackburn, Chiron Corporation 
Joe Farrell, Economics, University of California, Berkeley 
Bronwyn Hall, Economics, University of California, Berkeley 
Dietmar Harhoff, University of Munich 
Steve Kunin, U.S. Patent & Trademark Office 
Douglas Norma, Eli Lilly & Co. 
 
MERGES: We are going to start out with Professor Bronwyn Hall 

from our own Economics Department here at U.C. Berkeley, and she is 
going to be joined with her co-author on some very interesting research, 
Dietmar Harhoff from the University of Munich. So in all the discussion 
of European oppositions that is thrown back and forth in the U.S. reex-
amination reform kind of movement, Dietmar has really got the goods. He 
has got the real data on European oppositions and what they are all about. 
And following them, we are going to have Bob Blackburn from Chiron 
Corporation, who is a veteran of many of the biotechnology wars. He has 
personal experience with the European oppositions and lots of detailed 
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experience with the U.S. patent system as well. He is the Chief IP Counsel 
at Chiron, and we are really pleased to have him here. After that will be 
Joe Farrell, also from our Economics Department, who is presenting a pa-
per that he and I are working on. I may have a few words to say on that in 
the Question and Answer period, but Joe is mostly going to handle it. Joe 
is also from the Competition Policy Center and they are a co-sponsor of 
today’s conference. After that will be Doug Norman from Eli Lilly, who 
also has extensive personal experience with the U.S. patent system, obvi-
ously from the pharmaceutical and medical services and processes indus-
try. And batting clean-up is Steve Kunin from the U.S. Patent and Trade-
mark Office. And so, in all the discussion of sort of what the Patent Office 
is doing, and how examiners are really sort of performing, Steve [Kunin] 
has got the day-to-day experience on that.  

So this is really a terrific panel . . . . We will start with Bronwyn [Hall] 
and then Dietmar [Harhoff]. 

HALL: . . . . There were two things that I wanted to emphasize, just 
out of my experience with looking at patents. And the number one point to 
always keep in the back of your head is that patents are extremely hetero-
genous in their value, and that means that figures like three percent of pat-
ents are not very meaningful, really. . . . It could be that three percent is a 
completely uninteresting set of patents or it could be that three percent is 
all of the value in the patent system, and you just have to keep that in the 
back of your head. I particularly mentioned this with respect to the con-
cern for genome and software and business method patents. It is possible, 
at least in the genome case, that the reason we are focused on it is because 
those are valuable patents, even if they are a small number. You just have 
to keep that in your head when you are thinking about it.  

The second thing I want to say—repeat again, [that] which economists 
are always repeating—is that more patents are not necessarily better for 
innovation, for a long number of reasons that I do not have time to list 
right now. Now, the previous panel did a really good job discussing the 
details of what I will call “patent quality” even though I know that is an 
over-used and misunderstood term. I wanted to do only one thing, which is 
report on a couple of numbers which provide evidence on this question, 
statistical evidence on this question, with respect to the USPTO, keeping 
in mind that it is not the USPTO’s fault that this is the case. I mean, the 
USPTO has been flooded with patent applications over the last fifteen 
years. When you look at the aggregate numbers, you can easily identify a 
structural break that took place using the usual time series technique that 
took place in 1983-84 where there was just an enormous shift in the 
growth rate from zero percent a year to five percent a year in applications. 
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And the budgets have not grown at the same pace, but nevertheless, here 
are the two facts. The first one is that if you look at U.S. originated patents 
and non-U.S. originated patents, and how they fare at the European Patent 
Office, what you find is that the grant rate at the European Patent Office, 
though it is the same level playing field here, the difference in the grant 
rates for U.S. originated patents and non-U.S. originated patents has risen 
in the past twenty years from zero percent difference to sixteen percent. 
So, U.S. applications are being turned down more often. Now, this does 
not say anything about the USPTO, this says something about what the 
expectations of U.S. applicants are, and so that by itself suggests a decline 
in the standard of U.S. applications. But one cannot help but think that that 
is not because they are responding to something that is going on in the 
U.S.  

The second fact, and this is directly related to what is going on at the 
USPTO and it was discussed in the previous panel but I just wanted to 
give you the fact, which is: suppose you look at U.S. priority patents’ 
equivalents at the EPO. So, we are comparing what the USPTO does with 
applications for an invention for which there is an equivalent at the EPO, 
so these are more valuable in principal patents because there are equiva-
lents at the EPO. How do they fare at the EPO versus the USPTO? And 
the answer is the difference in the grant rates, . . . differences in the grant 
rates has grown from about twelve percent twenty years ago to thirty per-
cent today. I would argue that there has been some change in the standards 
being applied either at the EPO (they have raised the standards) or at the 
USPTO (they have lowered the standards). Could be either one, really, but 
that is just the overall fact.  

. . . [A]t this point, I wanted to talk about the benefits and costs of 
post-grant patent review, something that we have suggested in the [NAS] 
Report, something that was discussed in the FTC report, something I saw, 
in fact, in at least one of the position statements that were in the packet 
that we received. I want to reinforce this idea that I think there is some 
value in having a post-grant review within the Patent Office, particularly 
for new technologies, because of the feedback effects you get from having 
a review. Having prior art being brought in by outsiders—it is not that the 
Patent Office does not catch up on its searches—[it] is that it takes a while 
and [the process] may speed it up a bit; [the Patent Office] may get the 
information more quickly. . . . . 

HARHOFF: Well, thanks a lot. Thanks for inviting me to this panel. I 
feel I am honored and it is a great opportunity to say something about the 
European experience on post-grant review, which is called Opposition. 
And let me just hop directly into a summary of empirical facts so that we 
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know how such an institution could look. This does not mean that I am 
advising anybody to assume exactly the design perimeters that are here, let 
us talk about design perimeters later.  

This is an inter partes procedure. You can file an opposition within 
nine months after the patent grant. Typically what you find is that it is op-
ponents, rivals, competitors that are opposing the patent-grant. Sometimes 
you also find that NGOs like the Animal Protection Society of Vienna or 
Greenpeace or others are doing that, and I will argue that that is probably 
good that we have such an open process. How about the frequency? If you 
look at the opposition rate, 7.9 percent of all patents are being opposed at 
the European Patent Office historically. It has gone down somewhat. And 
there is a second instance and an appeal against the outcome of opposition, 
which is realized by 31.7 percent of all the opposition cases, so you can 
see that the patent holders, but as well the opponents, are really going after 
this is battle for IP, very clearly, with a high frequency. Germany, by the 
way, has a similar opposition system and there the opposition rate is even 
higher. I will later argue that that has to do with the fact that in Germany 
you only have three months to file, and therefore you do not have time to 
settle with the possible counterpart you have. What is the duration? Each 
instance about two years. So it is quite long, adding to the already rela-
tively long grant period/examination period that the European Patent Of-
fice has, which is on average 4.2 years for decision making. What are the 
outcomes? Now this is the really relevant part. About one-third of the pat-
ents are revoked; they disappear. And given the structure of the system in 
Europe, there is no judicial appeal against that once the appeal chamber 
has said the patent is not there. One other third [are] amended, and that 
means narrowed—the claims are narrowed. And then, in 27 percent of the 
cases, the opposition is rejected. The opposition is closed in about seven 
percent of the cases, which means that either the patent owner dropped the 
patent, they did not pay the renewal fees, or the opponent dropped the pro-
cedure and was never heard of again. What are the costs? Per party, per 
instance, between 15 and 25,000 Euros; if you go through both instances, 
it would be between 30 and 50,000 Euros. There is a very low potential for 
driving up your competitors’ costs, and I think that is very important for 
not making this a harassment institution that can be abused strategically, 
although some strategic abuse may be going on.  

Which cases get to opposition? Now, again, this is very important be-
cause we have been talking about what we would like to see in this 
mechanism, and what you see is that in new technical fields, for example, 
biotechnology, nano, in fields with uncertainty, with asymmetric informa-
tion between the patent owner and the opponent, you see a lot of opposi-
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tion. When it is high impact patents, like in cosmetics, for example, al-
though it is not an R&D intensive industry, you have high opposition rate, 
and typically we can show in empirical studies that it is the valuable pat-
ents, that typically opposition draws from the upper quarter of the value 
distribution.  

Let me simply summarize that and say that this is a mechanism which 
has in terms of economics both the quality of screening and of information 
revelation because what is produced in the procedure here is knowledge 
about prior art, knowledge about the interpretation of prior art. Many cases 
do not reveal new prior art, but they deal with the interpretation of prior 
art, which may be contentious between the parties and, of course, this 
mechanism identifies high value patents. My interpretation as an econo-
mist is very simply that, in a second round, once you have identified these 
patents, you can give them much more attention than you can in the stan-
dard examination process, where maybe you have close to forty hours in 
the European system, but errors happen nonetheless because not all the 
information is on the table, even if you have greater resources available 
than at the USPTO. So there will be errors, even if there are more re-
sources, and you need some kind of mechanism of [dealing with] that.  

. . . The European Patent Office examines and grants a patent, and then 
these patents become national patents because something like a European 
patent is not really in existence. And subsequent litigation is within the 
national systems of the judiciary and so forth. In Germany, what you find 
is when you look at EPO granted patents coming to Germany, there is a 
subsequent invalidity challenge that you can raise against the patent at any 
time—this is not time limited—and any party can do this, so this is a 
mechanism that the United States does not have. It is a quarter of a per-
cent. I can use these data to show you that the real welfare kick out of the 
system comes from striking down those 2.7, those 7,300 cases, which do 
not proceed in the system. Their career has ended and they will not cause 
litigation either. There is also an effect from hardening legally the patents 
that were under opposition because they withstand validity challenges 
much better than other patents attacked in this procedure.  

Let me say something about the overall litigation rate in Germany. 
Again, if I did this for Europe as a whole, I would have to go into base-
ments because we do not have electronic archives of litigation files up to 
now, unfortunately. The litigation rate in Europe, in Germany, that is my 
calculation, is 0.9 percent. Litigation is less costly in Germany, it is faster 
in many cases in Germany. Another member of this panel has come out 
very much in favor of this mechanism, so all of this is speaking against 
and sort of an inflationary number here. Compare this to the 1.9 percent in 
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the United States where litigation is more expensive, takes longer, and so 
forth, I think that this is partly an impact of the opposition system as a pre-
screening mechanism that takes out a number of these cases. . . . At the 
European Patent Office, the case is heard by a special board. There is an 
issue whether you want the original examiner in there or not. I hear from 
the EPO that the revocation rate is higher when the original examiner is 
not part of that board, and that might just be human nature.  

Which time period should you allow for filing the case? I would argue 
make it short. The USPTO Strategic Plan set twelve months. These are 
twelve months during which there can be settlement between two parties 
where society at large would not like to see settlement because you do not 
want to have collusion at this level.  

The last point I want to make: I do not think that discovery is very 
helpful here. You want to make this a low cost mechanism, keep it simple, 
so that you have the screening function and not sort of an imitation of 
litigation. Thank you. 

BLACKBURN: Good morning, everybody. . . . 
Why replace validity litigation? Well, for you litigators out there, I 

hate to tell you, it is not about you. I know you are saying, “What about 
me and my needs,” but it is about industry. Aim it at the prosecutors and 
the academics, it is not about you either, it is about industry being able to 
make, as Ron Laurie put it, make rational capital allocations. So what does 
industry want first? More than anything out of the patent system, it wants 
predictability, because if [the outcome] is predictable, [the industry] can 
negotiate [and] a deal can be struck. In those cases where [the outcome] is 
not predictable, what [the industry] wants is fast, cheap dispute resolution 
because that gets you back to predictability.  

Why do you want predictability? So you can formulate a rational stra-
tegic business plan for what you are trying to do and allocate your capital 
correctly, whether you license, you go into another area, you do add-on 
research, whatever. You need a predictable system. But wait a minute. 
Isn’t the American litigation system the best? You are either for it or 
against it.  

Building on Dietmar’s talk, I have sort of pulled out a not actually hy-
pothetical example, although I was trying to remember what the numbers 
were in the middle of the night, so I am not holding these up as precise, 
but they are pretty close. 

Same patent, same issues, litigated three different places, here is what 
it cost and the time: Germany—$400,000, 18 months; the U.K.—$2 mil-
lion, 18 months, there is discovery in the U.K. The U.S.—$6-8 million, 30 



2004] TRANSCRIPT OF THE PATENT REFORM SYMPOSIUM 1087 
 

 

months, and just got to the Markman hearing. Compare the outcomes. 
They were identical. The substantive outcome from the business’s per-
spective of all this litigation was the same. How much justice can you af-
ford? The dollars you spend on this dispute resolution system do not go 
into R&D, do not benefit society in another way. I know, what about me 
and my needs? But if you can maybe sell this level of litigation and cost if 
we were in a different market like perfume or Scotch, high price tends to 
work there. For the same price, for a lower price to get the same results, it 
should not be selling.  

Can we move to an opposition system? Can the PTO actually deal with 
the validity issues? We have heard some concerns about their ability to 
deal with things. Usually that comes up with the things like best mode, or 
inequitable conduct. How would you deal with those? If you have a sys-
tem where you have different defenses available in an opposition system 
or you have more additional defenses available in district court litigation 
than you do in an opposition system, somebody in each dispute is going to 
want to try to get to district court. But now let us look at other countries 
like Japan and the EPO countries where they do not have these type of de-
fenses. Sky is not falling, their opposition systems tend to work pretty well 
and are a substitute for things like the duty of disclosure, etcetera. It works 
pretty well. The simple solution is [to] get rid of these areas of substantive 
requirements for patentability in the U.S. like most other industrialized 
countries who do not seem to require it. Do we eliminate litigation alto-
gether? I do not think anybody is seriously suggesting you eliminate litiga-
tion for the liability aspects of an infringement. But perhaps you could 
eliminate it altogether for validity and adopt something akin to the Ger-
man model. Or, you could make it an option out of litigation where, say, 
the district court litigation has stayed and pending resolution, the district 
court will accept the resolution on validity, and that could include a PTO 
opposition and a direct appeal to the Federal Circuit, but you gain nothing 
if you then have a de novo review of that process in the district court.  

The question is how does that option get exercised. Is it up to the 
judge, can either party opt for it? Does it take both parties to agree to it? 
The key thing to get the advantage of an overall cost reduction and time 
saving in the overall dispute resolution process is that one party in a par-
ticular case cannot frustrate access to the opposition system. Because what 
we can agree to ahead of time is that those of us who are in the market-
place of IP is that we end up on both sides of this, and we can see a net 
savings. But when we are in a particular dispute, somebody says, “We will 
have a five percent better advantage, we think,” and I will tell you, “I 
think most of those calculuses are wrong in this form versus that form,” 



1088 BERKELEY TECHNOLOGY LAW JOURNAL [Vol. 19:1053  
 

 

then you will have a breakdown and there will not be resort to an opposi-
tion system and you won’t get the advantage of it. 

Tig concern, it has been raised: will patentees be harassed in an oppo-
sition system? There are lots of ways to deal with this. The first is adopt 
the time limit like EPO does. Proposals are one year out there. A concern 
here is, though, what do you do about the invention, in particularly you 
will see this in biotech, [and] its commercial relevance to you, [since the 
commercial relevance] does not come about for five or ten years, and you 
never bother to look at this thing to see whether it was truly something 
worth spending the money in opposition. Maybe the way to do it is that 
you award costs. That would, I think, go a long way to eliminating har-
assment and you could say it is in any opposition filed more than a year 
after the patent is granted, so it truly has to be a rational business decision 
to bring the opposition and you would as a business person think you have 
some pretty good grounds to do it. An alternative is to look at some sort of 
standing requirement, again, perhaps maybe after one year passes. I am a 
little concerned that it will be anything close to the case or controversy 
which prevents people getting access to the courts for DJ [declaratory 
judgment] actions, as they do today, because that has been a real problem 
in the biopharma industry. You do not have infringement during the 
Hatch-Waxman Exemption which goes on for years, so there is no reason-
able apprehension of suit, yet you are supposed to be investing hundreds 
of millions of dollars in bringing a product to market, and you cannot test 
a third party patent that might be in the way. 

So, finally, maybe some form of res judicata is something to think 
about. That is, it really would depend very much on what the rest of the 
system looked like and what the other options were for doing validity in 
district court. 

FARRELL: Thank you. As Rob [Merges] mentioned at the beginning, 
this is a presentation of parts of what will be a joint paper between myself 
and Rob [Merges]. To give you the bottom line in a sentence, there are 
sound systematic economic reasons to believe that the incentives to chal-
lenge and defend patents in litigation are often, not always, but often, 
wildly skewed, and the result of that is, if you are tempted to think that 
you can repair rational ignorance or any other kind of ignorance or inevi-
table imperfection at the Patent Office through the litigation backstop, you 
are badly mistaken.  

Why do the incentives to challenge and defend patents matter? We 
have a cheap, secretive error prone, according to many people, PTO proc-
ess, and the question is: is there a well functioning backstop for this? 
There are other backstops, there are other processes, . . . the main one of 
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those, as I understand it, is litigation. Litigation is costly and I will say in a 
minute why I think that is important for the analysis. It is not for the obvi-
ous reason that we end up spending a lot of money. 

. . . Rational ignorance and its cognates may be fine if litigation works 
well. Whether litigation works well depends on the parties’ absolute and 
relative incentives to fight in litigation. Now let me explain why that is 
true. In order to get the right answer, you want two things: one is both par-
ties have enough incentives to bring forward a reasonable and adequate 
amount of evidence, and the other is you want the incentives to be broadly 
balanced so that, loosely speaking, the decisions are apt to follow the mer-
its rather than being biased in the direction of whichever party has stronger 
incentives to bring forth all the available evidence. Suppose you have a 
lawsuit between two parties, one of whom very much wants to win it and 
the other of whom, for some reason, does not really care very much. Even 
if the latter is in the right, he will probably lose because he will not spend 
the resources to bring forward all the evidence and put on the best case. 
Now you might hope, if you are a real optimist, that the court system is 
good enough that, even if one litigant does not care as much as the other 
litigant, the fact that he is right will make him win. If you think that, and I 
am probably pushing on an open door here, then you will predict and ex-
pect that people won’t spend very much money in litigation, and that the 
amount of money they spend in litigation will not vary according to the 
stakes. Those predictions would be false. Therefore, you have to believe 
that the incentives do matter for the average outcome. And therefore, if as 
they claimed on the title slide, the incentives are wildly skewed, you will 
tend to get the wrong answer, on average, coming out of litigation. That is 
a problem if you are thinking of litigation as any kind of good back-up for 
an imperfect administrative system. 

What do I claim are the relative incentives? They vary. But what I 
want to say is that in a widespread class of cases, I would venture to guess 
in the average case, the patentee cares much more than the alleged infring-
ers. And I claim that this is apt to be true for two reasons, one of which I 
learned yesterday is actually in the literature, and the other of which, as far 
as I know, is not. So the first one that is fundamentally in the literature, 
[and] Joan Miller from Lewis & Clark has been at the forefront of discuss-
ing this, is that when there are multiple alleged infringers, a validity chal-
lenge is a public good among them. That follows from the Supreme 
Court’s Blonder-Tongue decision, which basically said that if one alleged 
infringer gets a patent overturned or ruled invalid, that becomes truth 
which the others can call upon. And what that says is suppose you have 
five alleged infringers, each of them only have one-fifth of the incentive to 
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challenge the patent, that the patentee has to defend it. Five is probably a 
modest number, but let us take five because it actually fits with the num-
bers that I have messed around with. A factor of five is a big deal, given 
that the evidence on litigation costs suggests that spending fifty percent 
more than your opponent is going to make a significant difference. What 
is that evidence? If that were not true, then people would not end up 
spending a significant fraction of the amounts at issue in litigation, and 
they do. So a factor of five, or whatever it is from the public good compo-
nent, is a big deal.  

Now, by the way, the public good issue is reinforced to the extent that 
the patent holder can, as my understanding is they quite often do, put it 
about that they will discriminate based on challenges, or based on how 
quickly and tamely an alleged infringer takes a license. It is quite cheap 
for a patent holder to charge somewhat less than the otherwise profit 
maximizing price for a license to tame alleged infringers, and somewhat 
more to feisty ones. It is quite cheap because the profit maximization 
curve is flat on top, and therefore departing in either direction costs rela-
tively little. . . .  

The second point, the one that as far as I know is not in the literature, 
is when these multiple alleged infringers are not just independent multiple 
alleged infringers, but compete in some product market downstream, 
things are worse. The reason things are worse is, if one of them success-
fully challenges a patent, not only does it reduce its own costs, but it re-
duces the costs of its rivals. That pass-through, it turns out, has a huge ef-
fect on the incentives to challenge. The alleged infringers may bear little 
of the excess costs of a questionable patent, even collectively. Who bears 
the costs? Downstream consumers. 

For example, suppose you have a billion dollar industry, suppose a 
five percent royalty is being demanded on a questionable patent, suppose 
there are five equal-sized firms in an industry that is using this technology, 
and suppose that the demand elasticity in that downstream industry is two. 
Then the patentee’s stake in defending the patent is $50 million, the down-
stream industry’s total stake in challenging the patent is not $50 million, it 
is approximately $6 million. In other words, this pass-through thing in this 
particular case is a factor of more than eight, and then there is the further 
factor of five from the public good phenomenon. So what?  

Based on the evidence from litigation costs, this is going to mean that 
the patentee is going to tend to win if the merits are broadly equal, 
challengers can only be expected to win what should be really quite easy 
cases. Among the likely results? Too few challenges, inadequately pur-
sued, too few bad patents overturned, and downstream final consumers 
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bear the brunt. It is worth noticing that the role of litigation costs here is 
not so much that these challenges are costly when undertaken, it is that 
they may be more costly when they deter litigation. What to do? One thing 
you could do is to have cheaper post-issue challenges. That will help if 
what is going on is that the general expensiveness of litigation makes the 
ratio of incentives matter more, in other words, if a cheaper process makes 
the ratio of incentives matter less. It could well be true, although it is not 
analytically obvious. Another thing you can do is have a bounty system 
proposed to strengthen the private incentives to challenge, you could allow 
multiple challengers to get together. A third thing you could do is to ac-
cept that the adversarial approach is deeply flawed and say that pushes us, 
despite what you might otherwise hope, to try to improve the PTO. And a 
fourth thing you could do is to have these competition agencies, who 
should be in the business of defending final consumers, do so. Thank you.  

NORMAN: I want to say thank you to the folks at Boalt Hall and from 
the FTC for inviting me here to speak, and at least pass on some informa-
tion related to how some in the industry, not all, feel such a post-grant op-
position procedure should be established. I would say that, coming from 
the pharmaceutical industry where we live on a daily basis with the Hatch-
Waxman Act such that we are absolutely, unequivocally guaranteed that 
four years post-product launch we will be involved in a patent challenge 
from a generic competitor, which carries with it a bounty of the ability to 
obtain a 180-day co-exclusivity, we are talking about a system which is 
tried and true for eternal litigation. And my life is little more, anymore, 
than litigating patents in federal district court.  

However, I have had some experience over the years in dealing with 
reexaminations and reissues in the United States, oppositions in Japan, and 
oppositions in Europe. I would be here today to advocate for a United 
States opposition system that is not as tightly wound as the Japanese, but 
perhaps a little more tightly wound that the European system. The ele-
ments that I believe would be most desired in a U.S. post-grant opposition 
system is one that has a set period of time in which to request an opposi-
tion. In Europe, we have nine months. Others have proposed here in the 
United States [that there be] twelve, yet other commentators have come 
forward and said, above and beyond the twelve months, there ought to be 
some period during the entire pendency, the life of the patent in which a 
challenger can come forward and request an opposition much along the 
lines that you could get declaratory judgment jurisdiction in the federal 
district court to bring everything back to the Patent Office and run one of 
these sort of cheap validity—supposedly cheap validity challenges—
before the USPTO. I would be less in favor of something like that because 
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of some questions that I will raise later, much of it dependent upon the 
diceyness of declaratory judgment jurisdiction as it is currently being in-
terpreted within the federal district court system.  

I would say that, of course, all evidence needs to be brought forward at 
the beginning of the opposition, the patentee ought to have the right, of 
course, to be able to respond in kind. Discovery should be allowed, but 
ought to be limited to some reasonable manner. The vast, vast, vast major-
ity of expense that arises from federal district court litigation in the United 
States arises from discovery. For instance, now that everything is finished, 
I can tell you that I ran a lawsuit for Eli Lilly & Co. a couple of years ago 
where the Federal District Court Magistrate ordered us to produce to the 
opposing party every document within Eli Lilly & Co. that had the name 
of the chemical compound on it. Try as we might, we could not get the 
Magistrate to back off that, and so we ended up producing 1.9 million 
documents to the opponent, less than 5,000 of which were ever found to 
be relevant and introduced into the court record. It is the outrageous ex-
pense of the way the United States Federal District Court system wants to 
run its discovery that is causing all of the problems that we all admit to 
now in litigations. However, before the Patent Office, we do need to have 
some sort of limited discovery, [since] the Patent Office has experience in 
interference proceedings whereby the Administrative Patent Judges at the 
Interference Board certainly know how to run appropriate discovery 
within the confines and the bounds of what would be truly relevant to the 
issues at hand. It is quite important that the Administrative Patent Judge be 
legally trained to the extent that, if we are going to follow the Federal 
Rules of Evidence and, as most people say, we ought to get to some level 
of estoppel, whether it be issue or claim preclusion, but some sort of es-
toppel arising out of a post-issuance opposition, then it is quite important 
that we actually follow the Federal Rules of Evidence and have a judge 
that is willing to enforce those.  

Have a time limit. Everyone is saying a year, that would be wonderful. 
J.R.R. Tolken says, “The tale grows in the telling.” So do the expenses in 
litigation and, therefore, a time limit that would be extendable only for 
cause would be most important. . . . [W]e ought to probably have a twelve-
month period in which to bring the opposition, and then be limited thereaf-
ter to such an extent that, once a patent is past this twelve-month period, 
there ought to be some level of certainty, as Bob [Blackburn] raised, in the 
patentee’s life, in the patentee’s business, to be able to determine whether 
or not you want to draw up an additional $100-150 million building, a 
pharmaceutical plant, to make this chemical compound. It would be nice 
to actually have a little bit of assurance that there are going to be very, 
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very limited opportunities for those coming in to make a challenge to ac-
tually pull you back into the Patent Office.  

Another huge question is, in the event that we end up going towards a 
scheme whereby you can be brought back to the Patent Office, how do we 
deal with the status quo arising from the fact that many times, if someone 
is going to be infringing your patent and you want to bring suit against 
them, the first thing you need in order to maintain your business model is 
a preliminary injunction. If you get a preliminary injunction, then you are 
sent back to the Patent Office for post-grant review at any time during the 
life of the patent. We need some more rules and regulations and some 
more law around what needs to be done, how we are going to handle 
maintaining the status quo during the pendency of that if the Federal Dis-
trict Court Judge gives up the jurisdiction of the case and sends it back to 
the Patent Office.  

Again, we like to see our Federal Rules of Evidence followed, we want 
to see the appropriate procedures followed. I have been involved in Euro-
pean oppositions, unfortunately, where I showed up for the day of the op-
position and my opponent walked in and actually had a whole new stack 
of prior art and a whole new set of briefs, and handed them over in abso-
lute violation of all the rules and regulations set down by the EPO. Never-
theless, the Opposition Division accepted it, and I spent the remainder of 
two days arguing against something that was nothing more than an am-
bush.  

Along the same lines, too, we need to be concerned about how we are 
going to deal with expert testimony and whether or not you are going to 
have the opportunity to cross-examine an expert who might give an ex-
pert’s report because, again, before the EPO, I have walked in before and 
seen a Ph.D. sitting across the table from me when I did not bring anyone 
at all, and found that the Opposition was quite interested in hearing what 
the Ph.D. scientist from my opponent’s side had to say about the relevant 
level of ordinary skill in the art. I say this prevents reliance on the “astrol-
ogy factor” because I was actually in litigation in the U.K. one time and 
mentioned from the witness stand that my client had taken advice before 
going into an opposition in the European Patent Office, and the good 
judge in the U.K. said, “From whom did you seek that advice? An astrolo-
ger?” Sort of laying out how the U.K. court system, at least, feels about 
the European patent opposition. 

A very key element that we ought to discuss is the right to amendment 
and whether or not this ought to be a right from the immediacy, how it 
ought to be dealt with, whether or not broadening amendments ought to be 
allowed. My stance on this would be that, from the time that you get out of 
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the examination and you are in the opposition, you ought not be allowed to 
have a broadening claim as you are going forward so that the public can 
have some right of reliance upon exactly what has been going on in the 
Patent Office and whether or not the public can in any way make its deci-
sions based upon the scope or the breadth of the claim. To guarantee a 
speedy resolution of the opposition, the patentee should be allowed to 
amend the claims only once. I say this, again, because I was in Europe one 
time when we spent two days going back and forth with—I think we got 
up to twelve auxiliary requests—and it became apparent to me that the 
Opposition Division was not really so much looking out for the public in-
terest, but instead was hearing from me, hearing from the other party, see-
ing whether the other party could come up with an auxiliary request that I 
might be happy with, and vice versa. Actually the Opposition Division 
was acting as a mediator, which I think, if we want to use this as adminis-
trative action, may not be something that we would want to see occurring 
here in the United States.  

. . . . 
KUNIN: I, too, as the other speakers have indicated, appreciate being 

given the opportunity to speak at this conference today. What I would like 
to do initially is say that I think the Office is doing a pretty good job of 
examining patent applications. I want to thank Ron [Laurie] and Todd 
[Dickinson] for defending us at the earlier panel, but nevertheless, as you 
can see from the Office’s 21st Century Strategic Plan, we have a number 
of quality initiatives underway so that we can do an even better job. 

In our Strategic Plan we have shown support for establishing a post-
grant review system in the United States. We have done some comparative 
studies with the EPO and the JPO, and I would tell you that we also find 
art they do not find, so consequently I think you need to understand that it 
really is sort of a distribution, if you will, in terms of relative examination.  

I think the important thing, with respect to any opposition or post-grant 
review, is that it be a process which is predictable, reliable, and timely. I 
do not think it ought to be an examination system, it ought to be a low cost 
administrative proceeding conducted at a renamed Board of Patent adjudi-
cation, done with special dispatch by a skilled Administrative Patent 
Judge, namely the people of legal and scientific competence as set forth in 
section 6A of the statute. One of the things that I think we need to do to 
make it attractive is to remove the provisions that currently exist in 315 
and 317 on issue preclusion as to issues that could have been raised during 
the proceeding, at least during the first period, whether that be nine 
months or twelve months after the patent was granted or reissued. I think 
the one thing that we do need to recognize is that it is probably desirable 
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for us to have a system that avoids patent owner harassment, but at the 
same time truly incentivizes people to challenge patents which they feel 
are weak. This issue preclusion, an estoppel feature, is one that really 
needs to be given serious consideration. Maybe after the first year, if you 
can challenge after one year, you should have perhaps a substantial eco-
nomic interest and maybe this higher level of issue preclusion would be 
applicable. I think we also need to make sure that these proceedings are 
ones that avoid some of the merger problems with other proceedings such 
as reissue and reexamination, and they need to provide a sufficient period 
of time for the challenger to reply to patent owners’ responses. 

Unlike reexamination, I think it is very important for us to permit the 
challenger to challenge claims based on all conditions of patentability. 
This will get a complete resolution of validity issues. Also, to increase re-
liability, these proceedings ought to be conducted using e-processing tools 
and techniques. The best approach, we feel, is one where we establish a 
proceeding that, once it is initiated, could be completed within twelve 
months. We do agree with the premise that at least one narrowing amend-
ment should be permitted by the patent owner, perhaps a further amend-
ment only on a showing of a good cause, and this would be entirely con-
trolled by the three-judge panel, the Administrative Patent Judges. 

Also, probably, there should be an opportunity for settlement in a 
situation where maybe there is a proposed narrowing amendment that 
could be handled by way of reissue and, if such an amendment were pro-
vided in a reissue, that the parties may choose to settle the inter partes 
proceeding. Probably the single best feature of our current reexamination 
system is an ex parte reexamination where the owner, him or herself, can 
come back to the Office of Administrative Proceeding to correct or 
strengthen the patent. Even with respect to an inter partes reexamination, 
it gives the opportunity for the examiner to hear both sides of an issue, to 
make a better informed decision and, of course, the appeal process is much 
faster than getting to the Federal Circuit in litigation. Reexamination really 
is nice where there is what we call “killer” 102(b)-type prior art that can 
be introduced and have a significant impact on the proceedings. Probably 
one of the worst features that we have heard is that there is no opportunity 
for the third party requester to obtain any discovery or cross-examination 
in affiants or declarants when evidence is presented by the patent owner in 
support of patentability.  

I think, finally, what I would like to indicate is that we are currently 
looking at how to put together a legislative package that would indeed es-
tablish a post-grant system that has all the various benefits of those who 
advocate some of the best features from systems around the world, and to 
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avoid those things which have been already mentioned by other members 
of the panel which make it somewhat unattractive in other parts of the 
world. I think we can do this right. It is possible that this can be something 
that will either metamorphosize the existing inter partes and reexamine 
into a more workable system, or stand as an additional aspect of the U.S. 
patent system as a way to administratively correct patents in a way that 
can be substantially at lower cost and quicker, and truly address some of 
the issues that really led in the thought processes that went into some of 
the early President’s Advisory Commissions on Patent Law Reform, one 
in the early 1990s by the then Secretary of Commerce, and see that per-
haps this could provide us a good opportunity to further reform the system 
to sort of make good balance between what can be done in the examina-
tion of some 350,000 applications a year. Then for those that really will 
have a commercial impact, they could go through a second level of review 
in order to get the kind of scrutiny that ought to be provided, that just can-
not be provided by any Patent Office in the limited amount of time you 
have when most people want the timely issuance of valid patents. I think 
the aspect of having high pendency is also a problem in relationship to 
good quality. We have to have a system where at least the initial examina-
tion is very thorough, but also in a timely manner to help provide greater 
certainty to those who are innovating and seeking protection, as well as 
their competitors. Thank you. 

. . . . 
FARRELL: So the question is, is there an additional problem caused 

by the fact that in some sense a bunch of claims can be made and an al-
leged infringer has to prevail on all of them, and in a context with error, 
that makes it almost impossible to expect to prevail. I am not sure what I 
think about that. If all the claims were correctly patented, then you ought 
to have to prevail on all of them . . . . Is there an increased probability of 
an incorrect finding of validity based on the fact that there are multiple 
things? I am not sure. It does make some intuitive sense, but I do not have 
a very firm intellectual grasp on that question. 

MERGES: . . . [I]t is an interesting question. If you sort of set it up as 
an introductory probability problem and you say, “Well, gosh, there are 
eight patents and they each average, you know, twenty claims,” it looks 
pretty hopeless. But it is interesting that, you know, here is one where the 
cognitive scientists have really predicted reality pretty well. What district 
courts actually do is they usually boil it down and they say, “Which of 
these eight patents are you really putting your money on? And which 
claims within them are you really putting your money on?” In other 
words, people are kind of boundedly rational, and district court judges 
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have only so much patience and time, and so what they tend to do is kind 
of boil it down and say, “[What is] the key patent and what are the key 
claims because I just do not havenine years to process the case.”  

One way to kind of transpose your question is to say, “How would we 
handle that distillation process in an opposition setting? Is there a way to 
focus the inquiry in a similar way?” And it is a good question. I mean, I 
think it is something that would have to be thought through; if we could do 
the same thing because there are just sort of inherent limits on how much 
people can process and it shows up in the system, even when you are 
spending $8 million, because it comes down to one or two decision mak-
ers and they are just not unlimited. You know, it is not the Cray-1, it is a 
certain judge. That is just the way it goes. 

FARRELL: Can I just jump in again on that? I have come across cases 
where a patent holder has announced that it had multiple patents and that it 
was not going to litigate all of them in any one case, and perhaps that is a 
response to this distillation process. And that, I think, puts [the] question 
back on the table in a more forceful way—but I still do not know the an-
swer. 

. . . . 
FARRELL: The question was what are the relative incentives if you 

have basically a patent thicket with multiple patent holders. I think the 
spirit of the question was these multiple patents are all blocking on the 
things that the alleged infringers want to do. I do not know the answer to 
that; it is a good question. I think one observation would be that, as to any 
one patent, if you do not have the public goods and pass-through issues in 
strong degree, then there is a certain symmetry because the two are poten-
tially fighting over the same amount of money if you are just dealing with 
royalties. If you are dealing with injunctions, then, for the alleged in-
fringer, to win one battle is only to be put into another battle and I think 
there will be circumstances in which that is a rather weak incentive. So I 
think that might lead to some results parallel to the ones that I was talking 
about, but I do not know. 

MERGES: I think we should—we have got to hear from the biotech 
and pharmaceutical people on that question because that is kind of some-
thing that you guys face all the time, multiple inputs in the product devel-
opment stream and lots of claims. . . .  

BLACKBURN: Well, for the subject matter of the panel, you would 
want an opposition system, a cheaper faster opposition system to deal with 
those. And it would be that simple. 
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NORMAN: Right. And Bob [Blackburn] and I could get even chum-
mier spending time before the Opposition Division. But there is sort of a 
dichotomy if you look at it just from the biopharma issue, from the bio-
technology side where we do have thickets. If you look at the pharmaceu-
tical side, often you find savannahs and that is not my quote. Bob Armit-
age said that a while ago. But in the straight pharmaceutical industry, you 
end up having, because of Hatch Waxman, having to list your patents in 
the Orange Book, and if you open up the Orange Book and look at any 
given drug product, you will find very often only one or two patents that 
have been listed. Now, admittedly, you will find some that have twelve or 
thirteen or fourteen, but, again, usually the biotechnology and the pharma-
ceutical industries are peculiar in that, because of the horrendous expense 
of bringing a product to the market, very often people are not willing to 
license a piece of their technology because you need that total market ex-
clusivity in order to make back your investment on doing all the research 
and development on the pharmaceutical product itself. But, again, an op-
position would be quite nice to take care of these things one or two years 
out. 

. . . . 
BLACKBURN: Well, I was actually interested in that number, too, 

and not so much as relative to reexamine. I think the explanation for the 
reexamine system being underutilized in the U.S. is because it is such a 
stacked deck for a challenger. You have an option of keeping your counter 
dry for district court litigation where you have more defenses and perhaps 
a better chance of bringing it about, so that is why, when you give people 
an alternative on an individual case, they are going to make that kind of 
decision. But I am certain that, in part, the reason there is more or vigor-
ous opposition practice in Europe is, in part, because of the lack of some 
other reasonable alternatives at some level, and also a perception of a fair 
process—or fair enough. The thing that always sort of strikes American 
lawyers who go over there, who have been trained in American concepts 
of due process, it is almost like the cultural equivalent in some countries of 
somebody trying to shake hands with their left hand. It is just really odd 
what they consider . . . is a fair process. I actually take, for example, Steve 
[Kunin]’s proposal that there would be one opportunity to amend the 
claims. And I am a little bit concerned about discussions of the opposition 
system that we are thinking about implementing, or might adopt here, to 
start immediately dropping to that level of detail because I think there is a 
lot of other issues that have to be decided about whether that is a fair rule. 
For example, I do not know how you can say you only have one opportu-
nity to amend if the other side can bring in new arguments, for example. 
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And they say, “Well, if you don’t, we will make it where the other side 
can’t bring in new arguments at a certain time,” but is that actually the 
best result to a quality output? Or is a fair iterative process something that 
we ought to look at that keeps within time lines? But, anyway, that is kind 
of a long answer. 

. . . . 
MERGES: . . . The obvious answer is that a lower cost system is going 

to encourage more participation and include more public interest compo-
nents than a high cost system. The one issue that you might consider in 
terms of design is whether or not the public agency can step into the shoes, 
maybe the PTO or somebody can step into the shoes of a private agency in 
the face of a settlement. And the settlement question is a really tricky one 
when you look at this. And so interesting problem. Dietmar [Harhoff] 
wants to address it. 

HARHOFF: Of course, the cost issue is there. Let me tell you that in 
Europe there is an institution, Article 115, European Patent Convention, 
which allows third party observations, some ex parte procedure, and you 
come out with exactly or very very close to the same participation rate as 
with U.S. reexaminations. So, it is really the ex parte versus inter partes 
issue that is driving that. The other thing is, of course, and that addresses 
some of Joe [Farrell]’s concerns, Factor 5 is fine, but if you make it Factor 
5 on a low cost figure, it has considerably less bite, and that makes it even 
possible for organizations like in Europe, NGOs, Greenpeace, some ani-
mal protection agency, the Free Software Institution in Europe, to oppose 
certain software patents. And they have been successful to some extent.  

Now, the settlement issue is, I think, something that one should worry 
about, and one needs to go away from the classical interpretation of set-
tlements as something that is strictly benevolent because in this case it is 
not. It is at the cost and the expense of society. If Rollet [phonetic] has a 
patent and I have the information to shoot it down in opposition, and you 
give us enough time to figure out how to deal with this, and he gives me a 
license and I shut-up. That is a wonderful case of dual monopoly and we 
do not want that. So be careful about the settlement issue. Within nine 
months at the European Patent Office, the averages that I hear from the 
patent lawyers, when I talk to them after two beers or so, is that there is a 
settlement rate of about 20-25 percent of the cases that do not even hit op-
position. Now, that is low by U.S. standards in litigation, but I think it is 
an issue that you really should watch, and my proposal would be to make 
it a short time for filing—that is why my three months came up—give the 
parties some more time to develop the evidence then, but allow the U.S. 
Patent Office to pursue the case in and of itself if it wants to, because it is 
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the Patent Office’s task to make sure that patents that should not be there 
should not be there. 

MERGES: Joe [Farell], last word. 
FARRELL: I would just like to reiterate what Dietmar [Harhoff] said 

about settlements. The most affected, or often the most affected people, 
are not at the settlement table, and the excessive incentive for cozy settle-
ments is fundamentally the same as the incentive that I was talking about 
to not bring a challenge in the first place. 

MERGES: . . . Thank you. 

IV. LITIGATION PANEL (INCLUDING PRESUMPTION OF 
VALIDITY) 

Panel: 
Pam Samuelson, Boalt Hall School of Law, University of California, 

Berkeley (moderator) 
Mark Janis, University of Iowa College of Law 
Mark Lemley, Boalt Hall School of Law, University of California, 

Berkeley 
Lynn Pasahow, Fenwick & West LLP 
James Pooley, Milbank, Tweed, Hadley & McCloy LLP 
Edward Reines, Weil, Gotshal & Manges LLP 
Arti Rai, Duke Law School 
 
SAMUELSON: I am Pam Samuelson. I am one of the Directors of the 

Berkeley Center for Law and Technology, and I have the great good for-
tune of being the moderator for this panel on litigation issues. . . . This 
[panel] will be a little bit more of a potpourri than the previous two ses-
sions, but I think nevertheless will both deal with some of the issues that 
the FTC has raised about the presumption of validity, which obviously has 
gotten a lot of people’s attention, but also will cover some of the issues in 
the National Academy Report because subjective factors were both dis-
cussed in the FTC Report and also to some degree in the National Acad-
emy Report that is coming out on Monday. So we will have a chance, I 
think, to sort of visit quite a few issues in the course of this panel. . . . First 
we will start with Mark Janis who will be talking about presumption of 
validity issues.  

JANIS: Thank you, Pam [Samuelson]. Thank you for the invitation to 
come here. . . . I apologize if [my remarks are] too fragmentary. I will use 
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the usual Academic’s excuse—there will be a paper and you can read the 
paper—and that will be very coherent, I promise you. 

I keep hearing all this talk lately about trolls, and at first I thought, “I 
do not need to pay any attention to this, I am from Iowa and we have no 
trolls there.” Then I began hearing that these were actually patent trolls. 
That got me interested and here is what I read in the transcript of a Con-
gressional Hearings testimony within the last few months: “Patent trolls 
are patent system bottom feeders who buy improvidently granted patents 
from distressed companies for the sole purpose of suing legitimate busi-
nesses.” And this brings us to the topic at hand because these patent trolls, 
according to the testimony, have the presumption of validity on their side 
and, so, clearly, they must be stopped.  

This is where the FTC comes in. It is [up to] our federal government 
here to either save us, or at least here to study the matter very, very thor-
oughly. And it should be studied very thoroughly because this is a serious 
matter, not just a fairy tale matter at all, this patent validity litigation and 
patent validity disputes. What I would like to do . . . is to think about two 
functions that the presumption of validity might perform, and then I want 
to argue that the FTC’s proposal to reduce the standard to preponderance 
for overcoming the presumption of validity might overlook the first func-
tion. And as to the second, I doubt that I will have time, but I have got a 
few things to say about that, as well. As to the second, there are arguments 
that are a little more plausible. 

Let me tell you what I mean by two functions that the presumption 
might perform. Here is what the Supreme Court has to say on the matter, 
not as to the presumption of patent validity, but as to presumptions more 
generally. [Presumptions] might sort of do two things: 1) indicate the rela-
tive importance that society should attach to the ultimate decision—I want 
to call that the “expressive function”; and 2) allocate the risk of error usu-
ally as between the litigants—I want to call that the “instrumental func-
tion.” And it is ordinary to talk about the presumption, and especially the 
presumption of patent validity in terms of the instrumental function, the 
second way. And I think that is what you find in the FTC Report and, in 
fact, that is what you find in the literature—a lot of the literature—about 
presumptions. 

For example, in a criminal case the State should bear the risk of error, 
and so we have a strong presumption of validity, beyond a reasonable 
doubt standard for overcoming [the presumption]. [In a] civil case for 
damages, parties should bear the risk of error equally, hence we have a 
preponderance standard. We can build on this, and have a nice neat menu 
of options—like picking the wine for dinner where we have [an] ordinary 
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civil case, or we have a criminal case, or we have some kind of case in be-
tween that gets a clear and convincing standard. And the FTC Report, I 
think, makes plausible arguments in this regard. It says the patentee should 
not enjoy the benefit of a strong presumption of validity because we have 
concerns about the quality of patents, so therefore the patentee should be 
made to bear a little bit more of the risk of error, to put it in those kind of 
terms. The FTC also says, and I think this is important, that the clear and 
convincing standard might facilitate anti-competitive uses of patents. And 
that is interesting because it shows us that there are obviously—and we 
have heard about it already today—third party effects to be concerned 
about here. [It is] not just a matter in patent cases of allocating the risk of 
error between the two private litigants, third parties have interests as well. 
Maybe that would lead us to think that the clear and convincing standard 
would be inappropriate.  

And those proposals are fine, but I want to turn back to the first func-
tion, the “expressive function” of the presumption of validity, and make a 
few comments about that. First of all, what do I mean by the expressive 
function, exactly? There are a couple of things that one could mean. One 
is that a rule is expressive in the sense that it is purely symbolic; it is not 
designed to accomplish anything except make a statement, even if it is 
never enforced. One way to think about it [is if I made a] rule on flag 
burning or something like that. Even if you never expect it to be enforced, 
the fact that [my rule] makes a statement is significant. Another example, 
or another variety, is a rule whose main significance is as a statement of 
aspirations, or a statement of principals. Even if that rule is designed to 
accomplish something, we do not necessarily expect to find very sharply 
[defined] incentives and disincentives, nor do we expect that we have real 
precise control over the level of enforcement, it seems to me that is an-
other way to think about a rule that is expressive. 

Let me suggest a few insights that we might gain from looking at the 
presumption of patent validity from this perspective, as a statement, as a 
symbol. One, the fact that we have a presumption of validity might be as 
significant, or more significant, than the precise verbal formulation that we 
use for the standard of evidence for overcoming the presumption. Second, 
while it is easy enough to manipulate the words of—the precise verbal 
formulation—the words of the standard, it might be very different and a 
very subtle exercise to manage the message, the overlying message that is 
embedded in this presumption of validity. And then, thirdly, manipulating 
the words without paying attention to the message, the overlying message, 
might lead to some real surprises. Ironically, it might lead to changing 
nothing, while changing everything.  
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What do I mean by that? Suppose you change to a preponderance 
standard. Is it really going to make a difference, really going to make a 
difference, in the outcome of judicial decisions? Or will judges go on and 
do the same thing they did before and change the words? I think there is at 
least some question about that. So that is the changing nothing part. Yet, 
on the other hand, the other actors in the system, at least in the short term, 
might perceive that the overall message has changed dramatically. Patents 
are less secure, the patent system deserves less respect, and so forth, and 
the consequences that flow from that. So, it might be counter-productive at 
the end of the day.  

Let me just explore that a little bit by getting down to cases. First, 
early Federal Circuit cases dealing with the adoption of the clear and con-
vincing standard. If you think about this, before the creation of the Federal 
Circuit, most courts already used the clear and convincing standard for 
overcoming the presumption of validity. A vast majority of them did, yet 
the overlying message was that the patent system was in distress, that the 
presumption was meaningless. There is a disconnect between the words 
that we use and the overlying message. Now, to be certain, some courts 
were also holding that the presumption of validity did not apply to newly 
introduced prior art, that certainly contributed to the message. After the 
creation of the Federal Circuit, the Federal Circuit adopted the clear and 
convincing standard. You could look at the words and say, “Well, that is 
hardly a watershed event, there already was the clear and convincing stan-
dard.” The Federal Circuit also spoke to this issue about newly discovered 
prior art and it said, “Well, the presumption still applies, but yet it may be 
a little easier to overcome the presumption.” You could look at that and 
say that is really no change from the law before, yet if you look carefully 
at the tone of these cases, and if you combine that with other things that 
were happening in the patent system at the time, it is very clear that the 
message had changed. And we see this in the FTC Report today and 
probably all of us would say the Federal Circuit has strengthened the pre-
sumption of validity and this has changed the message.  

Now, this can work the other way—that the words can stay the same 
and the message can change. Look at the Rochester case where the court 
says a patent can prove its own invalidity, and do so clearly and convinc-
ingly. The words can stay the same, but the message there is a little bit dif-
ferent. Look also at trademark cases. I clearly do not have time to talk 
about those trademark cases where the preponderance standard is used. 
Take a look at a case called Burke-Parsons-Bowlby. It is an older Sixth 
Circuit 1989 case, and you get a little bit of a scary view as to the use of a 
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preponderance standard for overcoming the presumption of validity—very 
difficult to figure out what is going on there.  

Bottom line here, changing the words of the standard might not make a 
lot of difference in case outcomes. At the same time, the overarching mes-
sage that the presumption of validity sends in the patent system is a very 
potent indicator of the overall health of the system, and I worry a little bit 
that by choosing the presumption of validity as a point of policy reform. 
The FTC might not have chosen wisely. They may create more of an ad-
versarial tone than I think they ever intended to do. Now, other comments 
will have to wait. So thank you very much. 

SAMUELSON: Our second presenter will be Arti Rai. 
RAI: I am going to focus on the presumption of validity as well, al-

though perhaps I will take a little more sanguine view of what the FTC has 
done than Mark [Janis] did. In talking about this recommendation, I will 
also end up within ten minutes looking a little bit at the FTC’s recommen-
dations on the nonobviousness standard and on opposition proceedings, 
believe it or not. So bear with me. 

In my view, I think the FTC has actually made some very interesting 
recommendations with respect to all three issues—the presumption of va-
lidity, nonobviousness, and opposition proceedings—and they can be 
viewed as a coherent whole from a procedural perspective rather than a 
substantive perspective. I will explain what I mean by how they can be 
viewed as a coherent whole—but the basic insight is that I think they can 
all be understood by looking at the comparative competence of the various 
institutional actors within the patent system. And those of you who have 
read my work know I love to talk about institutional competence, so you 
will hear a little bit more about this today. So with some caveats that I will 
talk about more towards the end, it seems to me that, in the context of the 
ordinary patent that is issued, there is good reason to set the presumption-
ability at a little bit of a lower level than it is currently set.  

Now, Mark [Janis] has made some interesting points about what will 
be the actual impact of the FTC’s proposed change, and I think that is ac-
tually very interesting to consider empirically in the context of all sorts of 
different areas of law where presumptions matter and people have done 
empirical work. I think we should continue to do that in this area as well. 
But for all of the reasons that the FTC and many, many others have 
pointed to, perhaps Mark Lemley most eloquently of all, ranging from 
burdens of proof, to incentive structure, to workload, to the ex parte nature 
of the proceeding, a patent examiner’s decision to issue a patent should 
probably not be the last word on its validity. And this is true, I would ar-
gue, even despite the fact that a patent examiner is probably the person in 
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the patent system, at least the legal actor in the patent system, that is clos-
est to being the all important PHOSITA.  

Even despite that fact, I think that patents that are issued are not neces-
sarily—one should not necessarily give much deference in the context of 
issued patents, which brings me to my next point. In contrast, when the 
patent examiner denies a patent, I think there is some reason to give 
weight to his or her status as a quasi-PHOSITA, which is particularly true 
in biotech, for example, where the patent examiners are fairly well-steeped 
in the technology. And, to put it mildly, none of the various institutional 
pressures that cause the issued patents to be somewhat problematic come 
into play in the context of denials. In fact, if anything, all the institutional 
pressures run against denials.  

How does this all relate to the FTC’s recommendations in the context 
of nonobviousness and opposition proceedings? I would interpret the 
FTC’s discussion of the nonobviousness requirement as having been 
prompted by decisions by the Federal Circuit that reviewed the patent ex-
aminer’s denial of a patent and simply refused to defer to the factual 
knowledge of the patent examiner in those contexts. I would argue, and 
have argued, that the Federal Circuit should in many circumstances, if not 
most circumstances, defer to a PTO fact-finding in the context of a denial. 
There [are] particularly good reasons for showing this kind of deference 
when we are talking about a PTO’s determination that a particular combi-
nation is obvious because, for all the reasons that were discussed in the 
first panel, a PTO examiner is likely to be the person closest to the PHO-
SITA in terms of thinking of combinations of references. So in the denial 
context, there is good reason to show deference, and in the issuance con-
text, less reason to show deference. To use the words made popular by 
Condoleeza Rice recently, we should have an asymmetric response to the 
PTO’s actions.  

Unfortunately, from the perspective of institutional competence thus 
far, the asymmetric response has been precisely backwards. We have 
tended to show more deference because of this high presumption of valid-
ity to the PTO’s actions in the context of an issuance, rather than the con-
text of a denial. So my view is that the FTC’s recommendations in the 
context of nonobviousness and opposition proceedings, particularly 
nonobviousness and then also its recommendations in the context of the 
presumption of validity, are leading us towards asymmetric response in 
the right direction: more deference in the context of denials and less defer-
ence in the context of issuances. 

What about opposition proceedings? I did mention I would talk about 
those. And what about the presumption of validity to attach in those con-
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texts? Here, I think, the FTC has been pretty careful as well. If you look 
carefully at the recommendations, we have said that the decision of the 
PTO in the context of an opposition proceeding should be reviewed defer-
entially always, whether the PTO ultimately decides to grant or to reject. I 
think that is absolutely right as an institutional matter because if a patent 
has been looked at from a comprehensive adversarial perspective in the 
context of an opposition proceeding, there should be deference, not only 
on the fact-finding, but on the legal conclusions as well. And for what it is 
worth, for those of you who remember your administrative law, this is per-
fectly in keeping with the way that the Supreme Court has administered 
the Chevron deference standard, most recently in the Mead case. We 
would also nicely bring patent law into conformity with administrative 
law, which it often is not in conformity with. 

I do have one small issue with respect to the FTC’s recommendations, 
well, perhaps not such a small issue, but it is an issue that I must admit I 
also do not have a good answer to, and that is the following: so we put in 
place robust opposition proceedings and there is lots of deference in the 
context of those opposition proceedings, not so much deference in the con-
text of an issuance, and a fair amount of deference in the context of denial. 
What happens if a patent goes through the system and just happens not to 
be challenged in an opposition proceeding, and therefore falls into the pile 
of patents that are subject to a thin presumption of validity? And what if 
the reason for its not being challenged was that it was simply a very solid 
patent? Should it be put into the same pile as all those patents that are sub-
ject to the thin presumption of validity because we think the patent issu-
ances are somewhat suspect?  

I do think that is a problem, but as a practical matter it may be less 
acute a problem than one might think at the outset. For the most part, I 
would imagine, although of course we are all speculating here since we do 
not have anything remotely comparable to an opposition proceeding. On 
the other hand, the European experience does tend to suggest this as well, 
[and] I would imagine that the most important patents would, in fact, be 
the subject of an opposition proceeding, no matter how solid they were. 
That is, that there would be some piece of prior art that somebody would 
want to at least try to run by the patent examination procedure in the con-
text of the opposition proceeding with respect to really important patents. 
So for those who are concerned, particularly in the biotech industry which 
I study, [about] what will happen if we have a lower presumption of valid-
ity for most patents, particularly for biotech where the patents really mat-
ter, or pharma[ceuticals] where patents really matter, well, I would suspect 
that most of those patents would go through an opposition proceeding, and 
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thus be subject to a very high presumption of validity. But that is a prob-
lem and one that is important to think about. One way of tweaking the 
FTC’s recommendations a little bit, perhaps so as to not render the thin 
presumption of validity entirely meaningless, would be perhaps to have a 
higher presumption of validity even in those contexts where the patent has 
not gone through an opposition proceeding for situations where there is no 
new prior art presented, so as long as the litigant does not present any new 
prior art, the patentee still enjoys a fairly high presumption of validity. So 
that is one way of tweaking the FTC’s recommendations a little bit. 

That is my view of how the recommendations with respect to pre-
sumption of validity, nonobviousness, and opposition all cohere from an 
institutional competence standpoint, with the slight tweak that we may not 
want to take the presumption of validity too far down for your ordinary 
run-of-the-mill issued patent because it may not have been subject to an 
opposition proceeding because it just happened to be very good. Thank 
you. 

SAMUELSON: Thank you. Lynn Pasahow is going to give us some 
commentary. 

PASAHOW: Well, from a nonacademic point of view [and from] 
someone who litigates patents, I was asked to give my impressions of this. 
These impressions come from trying software and biotech and internet 
patents to judges and juries, but more from going to focus groups that we 
often have before our jury trials where we put on a mini-trial and then 
watch the jurors talk about these things behind one of my glass mirrors. 

AMmy first reaction to the FTC proposal is gratitude because, in my 
experience, the presumption of validity causes clients who are thinking of 
challenging patents not to do that or who are thinking of not taking li-
censes to take licenses. I think doing away with the presumption is one of 
the few proposals that government agencies are making today that is going 
to have the impact of increasing litigation, and I am surprised that one of 
our agencies is pursuing that goal.  

But my other reaction is mystification because the question in my 
mind is this: I think that the presumption, to the extent it does anything in 
litigation, and that is something I’ll come back to, but if it does anything, 
it limits the discretion of the jury, it puts the jury into a tighter box and 
controls them more. And so what we’re doing is we’re saying that the Pat-
ent and Trademark Office has some problems with its competence, and 
instead we are going to transfer the decision making more to the unbridled 
discretion of a bunch of jurors.  
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Now, for these jurors, think of the places that are popular for patent 
cases and think about why. Today one of the most popular patent courts is 
the Eastern District of Texas, the town of Marshall, Texas—not a technol-
ogy center. And without a lot of cynicism, I promise you, people go there 
to get the least educated jury panels possible. The question is not whether 
the jurors have modern science competence in whatever field they are ex-
amining patents; they have none. The question is not whether they are go-
ing to spend twenty-five hours studying the art and the patent, they are go-
ing to sit there and watch the lawyers do their show, and we have found in 
almost every trial that we have looked at, and we have looked at not only 
the ones we have done, but some that other firms have tried, and in no 
case has any juror ever read the patent front to back. No juror has read a 
patent front to back. So what we are doing is we are taking the PTO dis-
cretion and turning it over to these jurors in a situation where they do not 
have the tools to do much.  

The Federal Circuit tells us that the decisionmaking by this jury is ab-
solute, almost entirely. We are not going to give them a clear and convinc-
ing standard presumption, we are going to assume what they did was right, 
unless there is absolutely no basis on which they could have decided what 
they decided. That is the standard on appeal. Once the jury comes back 
and says this patent is valid, the only issue is is there any evidence from 
the disputed experts on which they could have relied. Taking it one step 
further, the Federal Circuit told us in the Bi-technology v. Genentech case 
that it does not matter that two National Academy members have debated 
a highly esoteric, cutting edge issue with science as to which experts dis-
agree, and that the jury could not possibly have made a reasoned decision. 
That does not matter in the slightest. The experts put on their testimony, 
the jury comes back with a verdict, and that is the end of it. The Federal 
Circuit will then accept that decision on the patent and that will be the de-
cision that determines the fate of the validity of that patent. Given that that 
is the likely effect of doing away with the presumption of validity in most 
cases, I am perplexed. 

Now, of course others will point out, “Well, judges try patent cases 
too.” And that is true. And some judges study patent law, and some judges 
even have scientific training. Perhaps more importantly, judges have the 
time and the incentive. They can read the patents, they can hire technical 
experts that are independent court experts, so they can have the tools to do 
this right. A couple of points about judges, though. All judges are not as 
interested in patent law or as knowledgeable about it as the judges that are 
going to appear before you, who are going to appear before the Federal 
Trade Commission hearings. There are judges out there who actually hate 
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to hear patent cases and try and spend as little time on them as possible. 
But the second and maybe more important issue is, under our system, ei-
ther side can demand a jury trial. The problem here is one that we, the trial 
bar, created. In the mid-1980s we started trying some very complex tech-
nology cases to juries for the first time. Up until then, judge trials in patent 
cases, at least, cases about real patents and real technologies, dominated. 
But we started trying some of these cases to juries and what we found—
and we found it in these pre-trial focus groups—is that one side or the 
other in almost every case enjoys a huge bias to a jury. And because we 
now know that, we will test that somewhere along the way and that party 
in any significant case is probably going to demand a jury trial and stick to 
it. And, again, that jury may well be the jury in the Eastern District of 
Texas. It seems to me that the efforts for fixing the patent system would be 
much better spent on trying to improve the PTO processes as the Commis-
sion also suggests, and if we do fix the PTO processes, I do not understand 
why we would not want the presumption to continue. 

Now, finally, just on the question of does the instruction really matter. 
I have some question about that based on my experience. The lawyer’s 
argument about how patents come about and what we are permitted to tell 
the jury by the judge, in my experience, matters a whole lot more than 
what the judge tells the jury in a very short instruction [of] what the pre-
sumption of validity might be. So it would take a whole lot more than just 
changing the instruction to have any impact.  

There is now a videotape that was prepared by the Federal Judicial 
Center that describes how the patent works. I know it has been tested by 
different firms and I am not even sure we are getting consistent results, but 
at least what we have seen is that it strongly reinforces the presumption of 
validity of the patent. It shows patent examiners wearing suits and work-
ing on patents, and at least the impression that mock jurors give us back is, 
“Yeah, it looks like a good system. It causes us to believe patents must be 
valid if they go through that system.” It seems to me that if someone in the 
government wanted to change the jury view of what patents are and what 
impact that you have on their deliberations, one of the first things to do 
would be to make that a more balanced videotape. Then the other thing is, 
judges have a lot of discretion in what kind of instruction they give. Some 
judges give an instruction that tells the jury that the facts have to be clear 
and convincing to show that the patent is invalid, and you have to have a 
strong belief in your mind that it is right, maybe a moral certitude is a 
word that is in some of the ancient instructions. Here in the Northern Dis-
trict of California, most judges use a standard instruction that the court has 
worked its way through which simply tells jurors that in order to find the 
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patent valid, they have to be convinced that it is highly improbable that it 
is invalid. It seems to me that a patent that has gone through a Patent and 
Trademark Office procedure and has had someone, who is skilled in the 
science and knows patent law, judge this as an invention which should be 
an issued patent, ought to at least have that impact on the juror. They 
ought to be convinced that it is highly probable that the government made 
a mistake.  

Tto close, the really most compelling thing we find about patent valid-
ity in our jury research before trials is a lot of our citizens believe that 
when the government does something, it is probably right. This varies 
from geography to geography. Here in the Northern District of California, 
you can actually invalidate patents a whole lot easier than most other 
places. The Eastern District of Texas, not surprisingly given what I have 
told you, is one of the places where the jurors almost never think the gov-
ernment makes mistakes in its patent issues. And another court, and 
maybe one of the most important ones given all the trials there, is the Dis-
trict of Delaware and there, as well, the jurors almost always validate pat-
ents because they have this underlying glee in the correctness of govern-
ment action. 

SAMUELSON: So, Ed [Reines], did you want— 
REINES: Yeah, let me address this a little bit. First of all, Professor 

Janis referred to the fact that people have used the term “trolls” and other 
terms such as that regarding people in the patent system. As someone who 
has litigated a defamation action based on the use of various and sundry 
terms such as that, I advise that the word “troll” is probably safer than 
“patent terrorist.” So if you are going to use terms like that, or your client 
is going to use terms like that, there [are] better and worse for defamation 
purposes [as] I have had the pleasure of learning.  

The comments I want to make, first of all, on the presumption of valid-
ity is it is important analytically to decouple the presumption of validity 
from the standard of proof because they are two different things and they 
raise different issues.  

The standard of proof, I think, in terms of jury decision making, is 
critical. It is the one thing the jurors grasp. Obviously, they will be swayed 
by a host of additional considerations, but when they hear preponderance 
versus clear and convincing versus reasonable doubt, those are things that 
they take seriously in my experience. So it is one thing to change that. 
Now, there is a trend away from even informing the jury in terms of the 
judge of the fact of the presumption of validity. I mean, the patent exists, 
so in that sense it is there, it is valid, so that is the start point. But it is im-
portant to appreciate from a litigation perspective that judges are increas-
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ingly declining to inform the jury that there is a presumption of validity. 
. . . In a relatively important case that came out just about a week and a 
half ago in the Chiron case, Judge Rader’s panel affirmed that decision not 
to give a jury instruction or presumption of validity over objection and ap-
peal. So now there is [a] Federal Circuit perimeter on that, as well as 
model jury instructions in this district and others that do not have that. So 
if the jury never learns about the presumption of validity, at least from the 
judge, whether it exists or not, is less important because I think judges are 
used to the fact that presumptions are procedural vehicles, not substantive 
evidence, and they are capable of making the assessments of what weight 
should be given.  

. . . . 
Also from the reform perspective on the standard of proof, which from 

my perspective is where the action is, I think reform efforts should focus 
on the differentiation between different issues. There is a tendency to fo-
cus on prior art as the main area, and that is quite an important area. The 
areas that at least trouble me, personally, on the standard of proof are areas 
where, as a practical matter, the Patent Office is not performing any ex-
amination. So all the issues that we are talking about about the quality of 
an examination or discouragement of the PTO or anything else, do not ap-
ply to things such as inventorship, typically. I mean, there can be disputes, 
but in general, the applicant submits who the inventors are and that is it. I 
mean, if you have been through the ringer, you know that there is just not 
scrutiny on that. Best mode is another example. I have never in all the file 
histories I have looked at seen a best mode objection or, if I have, it has 
been in an anomalous case. It is on those things where there is not really 
examination, certainly in any meaningful way, and yet there is an elevated 
clear and convincing standard. That seems to me to be wrong.  

When you move to prior art, it is a more complicated picture and I do 
not think they should be conflated. On the prior art, I think, there is one 
thing where there is a joined issue, an interference, a reexamine, or just a 
thorough examiner doing the right job where it makes sense for it to be a 
higher standard, and there are situations where the prior art is never pre-
sented or, in the case of [section] 102(e) prior art, maybe did not exist at 
the time of the examination, where the same level of proof should not be 
required. So I would propose decoupling the two and then, within the 
standard of proof issue, which to me is the more important in terms of re-
form efforts, having nuance to distinguishing the different elements. 
Thank you. 

SAMUELSON: Great, thanks. Now we will hear from Mark Lemley. 
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LEMLEY: Let me start out with presumption of validity and then ac-
tually broaden it to some other issues—there [are] a bunch of litigation 
reforms in the FTC Report—we have not talked about yet.  

I think the FTC is exactly right on the presumption of validity, and 
here is why. The problem is that, for a variety of structural reasons, the 
PTO is simply not set up to make anything like a very strong determina-
tion one way or the other on the validity of a patent to which we ought to 
give it substantial deference in litigation. Why is that? Well, start with the 
fact that the applicant never has a burden of proving anything. The way 
the law is now interpreted, if I decide to patent the wheel, my invention is 
that it shall be round, and the examiner does not come up with prior art 
[since] it is the examiner’s burden to come up with prior art, if they don’t, 
I get the patent. Right? The presumption in the Patent Office is I get a pat-
ent. Then when we get out, the presumption is, “Well, that patent was 
examined by the PTO, and so it must be valid.” But there is never a point 
at which I have affirmatively to show anything. Second, the PTO is over-
worked. They get 350,000 applications a year. They devote seventeen or 
eighteen hours total over the course of three years to your patent. That 
means reading your application; searching for prior art; reading the art that 
you submit; comparing it to the application; writing a rejection; reading 
the amendment and response you write to that objection; probably writing 
a second misnomered final rejection; dealing with a phone call in which 
you are persuaded by the applicant to change your mind and allow it; and 
writing the Notice of Allowance. All that, three years, seventeen or eight-
een hours.  

Now, maybe they do a wonderful job under that time constraint, I am 
willing to concede that. I do not think the problem is examiners are stupid. 
But I think the problem is, given the time constraints we have and the cost 
constraints we have, that cannot possibly be a full and searching examina-
tion of the kind that you will get in litigation. The problem is worse be-
cause the way we have structured the examiner’s incentive, you get re-
warded only for the first office action and for finally disposing of the pat-
ent. You do not get rewarded more for disposing of a patent that cites 150 
pieces of prior art and has 120 claims than a patent that cites two pieces of 
prior art and has three claims. As a result, those long complex patents, 
which are the very ones that turn out to get litigated at the end of the day, 
are likely to get less scrutiny per claim, less scrutiny per piece of prior art, 
because the examiner’s incentive is not to focus on the complex ones, the 
examiner’s incentive is to get as many applications out the door as possi-
ble. Couple that with the fact that there is a very strong culture in the Pat-
ent Office that issuing patents, not denying patents, is the thing to do. 
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When you look at the mission statement of the Patent Office, it is “To help 
our customers get patents.” That may be a very justifiable mission in lots 
of respects. Patents are good things, but it is not something that inclines 
examiners to resolve the doubtful case by rejecting the patent application, 
and indeed they don’t. Once you take continuations into account—
continuations are another problem—you cannot ever finally reject a de-
termined patent applicant. No matter how many times the examiner says, 
“No, I do not wish you to have this patent,” the applicant can always come 
back and ask again. You can wear down the examiner until the logical 
thing to do is issue the patent. And it turns out, as a result, when you take 
into account continuations, about 85 percent of all applications result in at 
least one patent at the end of the day.  

Is this a flaw in the PTO? Maybe. I actually tend to think not. I think, 
instead, the PTO is doing what it is supposed to be doing—it is doing a 
quick once-over. It is doing a light screen of this huge number of applica-
tions to weed some of them out, to narrow some of them in scope to pre-
vent people from claiming too much, and then it is properly leaving to the 
litigation process the real hard determination, the devoting of ten’s of 
thousands of hours to searching for prior art [and] to analyzing prior art. 

But we can’t leave that determination to the court, on the one hand, 
and then, on the other hand, say, “Oh, but because we have had seventeen 
hours of scrutiny in the PTO, we must give deference to that scrutiny.” 
Now, Lynn [Pasahow] says, “Wait a minute, if we do not allow, we do not 
give that deference, the result is going to be juries run amok.” First off, it 
is plaintiffs, it is patentees, not defendants, who are going to Marshall, 
Texas, because they want the jury that does not have the technical back-
ground. They are going there because they know, and the empirical evi-
dence bears out, juries are more likely to favor the Patent Office already. 
Because the jury says, “Wait a minute, I do not know anything about 
atomic layer deposition. The PTO has experts. They have already blessed 
this. I am inclined not to second-guess those experts at the PTO.” If we 
reinforce that already existing inclination by telling them legally, “Let’s 
have a strong presumption that what the PTO did is right,” the likelihood 
is we are never going to get substantial numbers of jurors to take a serious 
look as the litigation system wants them to take a serious look at whether 
or not these patents are actually valid. Lynn [Pasahow] then says, “Well, 
the Federal Circuit is going to defer too much to the jury.” That is, I think, 
perhaps the first time I have heard anybody say that the problem with the 
Federal Circuit is excessive deference to what goes on in the district court. 
They are in huge panels discussing the opposite—that the Federal Circuit 
intervenes too much. It seems to me that litigation, as Joe Farrell points 
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out, is an imperfect system. But if anything, it is an imperfect system al-
ready biased in the patentee’s favor. Why would we want to give a better 
bias, a stronger bias to it? I do not know. So I think that what the FTC rec-
ommends on this issue is exactly right. At a minimum, even if you think 
this is too radical, either too radical to be adopted or too radical to be good 
policy, then we ought to take what Ed [Reines] says to heart. At a mini-
mum, on issues in which the Patent Office has not engaged in examination 
at all, either it is an inventorship issue or it is prior art that was not cited 
before the Patent Office, it seems absurd to give deference—clear and 
convincing evidence deference—to the PTO’s determination because there 
was no determination. So the idea that it has got to be an across-the-board 
validity presumption seems even more silly than the standard as it cur-
rently exists. 

We have not really talked at this conference about implementation, but 
it seems to me that the way this can be implemented is actually quite sim-
ple. If you go back and you read the statute, the statute says there is a pre-
sumption of validity. Of course, the statute also says in copyright cases 
and in trademark cases, there is a presumption of validity, and that pre-
sumption, as Ed [Reines] points out, is decoupled from the standard of 
proof. In both of those cases, it is a presumption, but it is preponderance of 
the evidence. It does not take statutory reform to implement this particular 
FTC proposal. All the Federal Circuit needs to do is say, “Wait a minute, 
maybe it does not make sense to be deferring quite as much as we already 
are.” So much for presumption of validity. 

A couple of much briefer notes on two other reform issues. One, which 
I suspect no one else at the conference is going to talk about because it 
seems fairly obscure and non-controversial, is the section 105 relevancy 
statement. This was briefly mentioned this morning. Todd Dickinson 
says—one of the things he did is he got examiners the power to demand 
from applicants that they explain the relevance of particular pieces of prior 
art. This seems to make sense from the examiner’s perspective if you are 
inundated with large amounts of prior art. What I want to know is, what do 
I need to read. Given my time limitations, what is it that is important to 
me? But I will tell you as a litigator, if you start as a practical matter re-
quiring relevant statements in section 105, I guarantee you that in every 
case I defend, I will get past summary judgment with an inequitable con-
duct defense. If you make somebody write down, “Here is what is impor-
tant in this prior art reference,” there will always be something that they 
left out, there will always be something that you can say, “Oh, they said it 
wrong, they misstated it.” There will be a litigation bonanza for defen-
dants. The only thing you can do if you are a prosecutor in response to that 
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is overdisclose: “Here is each piece of prior art, you need a relevant state-
ment for each piece of prior art. I am going to tell you everything is rele-
vant. Here is why this paragraph is relevant, here is why this paragraph is 
relevant, here is why this paragraph is relevant.” [The] PTO’s burden ac-
tually may end up being higher, not lower. So I think it is a good idea in 
the abstract, and if we focus only on the PTO, it makes perfect sense. I 
fear a little bit, though, the litigation consequences of doing that. 

Final point. The FTC suggests that we need to change the trigger of 
willfulness. Right now, I can be a willful infringer merely because I run 
across a patent. My engineer reads a patent, they are aware of the patent, 
they are doing something which we later determine infringes that patent, 
they are a willful infringer at least unless we start playing a rather remark-
able game in which I go get an opinion letter of counsel that says, “Oh, no, 
it is okay to continue doing this.” I agree to disclose that opinion letter of 
counsel in litigation, I therefore waive the attorney-client privilege. How 
far, no one seems to know. There are no less than eight different legal 
rules in District Courts on how much the waiver extends. If I play this 
game, I am in serious trouble, and so a bunch of lawyers tell their clients, 
“Whatever you do, don’t read patents, because if you read patents you get 
us stuck in this really sort of labyrinth and quite disturbing process.” So 
what the FTC suggests, which it seems to me is exactly right, as a starting 
matter, is we ought not say that merely because an engineer read a patent, 
the company is willfully infringing that patent. We ought to have a higher 
trigger. I think that is a good idea, I think it is a necessary reform, but I do 
not think it is a sufficient reform. There are substantially greater problems 
with the willfulness game. I am still, whenever I get a letter, going to have 
to get my opinion of counsel, disclose my opinion of counsel, waive the 
attorney-client privilege—it distorts litigation advice. It distorts pre-
litigation advice, it distorts your choice of counsel because you want your 
opinion counsel to be different than your litigation counsel, and so there 
are substantial problems with the willfulness game that are not addressed 
here, but at least the FTC’s report is a first step. . . . 

SAMUELSON: Following up on the issue of subjective factors, Jim 
Pooley, I think, wants to say a few things. 

POOLEY: Thank you. . . . You know, first, on a point of personal 
privilege, because the issue of the video from the FJC [Federal Judicial 
Center] came up . . . . I did write the script for that [and] received as many 
comments in the other direction of what Lynn [Pasahow] brought up. I 
take that as a signal that we probably did what we were supposed to. In 
fact, people on the other side of that debate complained about the narra-
tor’s comment that, you know, you may be wondering why you are here 
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being asked to decide these validity questions. Well, in part, it is because 
mistakes sometimes are made, and while that is being said, you know, we 
cut to a scene of the over-worked patent examiner in her office with a 
stack of files this tall on her desk. Then that scene at the end where some-
body pushes the cart through the file room when it looks like the final 
scene in Raiders of the Lost Ark. You know, we do try to get both sides in 
there.  

But, moving on to the issue at hand, I had the privilege for the last 
several years of working with my colleagues on the Committee of the Na-
tional Academy project, and the basic thing that we were looking at when 
you boil it all down, with the benefit of a lot of academic interest and per-
spective, was why do we hear so much noise and concern about the patent 
system? Where is the sand being thrown into the gears of the machine? 
And in large part, we found that it was in the enforcement system. And 
here I have to say I agree very much with Bob Blackburn on this point. 
When you talk to our clients, the people who deal with this system, they 
will tell you the reason that they end up being so irritated about having to 
pay out large amounts of money for something that is not perceived by 
them to be of very much value intrinsically is because they are petrified of 
the uncertainty, the unpredictability of the outcome of the process, as well 
as its costs. 

When it gets down to enforcement, we find, I think, some of the great-
est impact of the choices that we make in designing the system on how it 
actually is implemented. And, in part, looking at the enforcement system, 
we run into the issues that Lynn [Pasahow] mentioned about using juries 
for this process of considering validity questions and, of course, people 
from outside our judicial system look at that as something sort of comi-
cally quaint until, of course, they are in front of a jury trying to argue inva-
lidity against the presumption. Not being able to modify the Seventh 
Amendment, apart from perhaps suggesting a third way in the post-grant 
opposition process, one of the things we looked at and one of the areas of 
recommendations that you will see is, is this phase of litigation in which 
we deal with subject elements of the parties. And one of them, Mark 
[Lemley] just mentioned, is the subjective the state of mind of the alleged 
infringer and [how] it plays out in willfulness. And here again we find in 
looking at the question balancing the purpose of willfulness, which is sup-
posed to provide some additional deterrents against infringement, in a 
very, very large transactional costs that involve getting opinions that may 
be worthless for any other purpose whatsoever, and give people a real 
cynical view of the system itself, the cost of litigating the problems around 
the scope of the waiver of the privilege, and for the clients who face this 
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from the outset seeing their exposure tripled, potentially, against a stan-
dard that they really can’t understand. So it is no surprise, then, that you 
see companies instructing their engineers, “Do not read patents.”  

When we are looking at cost-benefit analysis here of that incremental 
benefit that we get in deterring infringement, we have to consider [if] it is 
worth provoking a result that is 180 degrees from the constitutional man-
date of using patents in order to inform the progress of science and the 
public knowledge. Willfulness is sort of an easy target in the panoply of 
subjective factors that we have to deal with in litigation. There were two 
others that you will see in the report that have to do with the state of mind 
of the patentee. One has already been referred to as “best mode,” and al-
though it does not come up that often, when it does it is a real side show, 
and an expensive one in terms of discovery, and one wonders what it actu-
ally gives us in terms of benefit over and above the other provisions of 
section 112 in motivating the parties to do a good job in describing their 
invention. We also, in that particular instance, run up against a substantial 
irritant and problem where international harmonization is concerned be-
cause, as in the area of first-to-file versus first-to-invent, we are the only 
jurisdiction in the world that employs best mode. And those who try out-
side of our country to harmonize their efforts with our system find this to 
be a very, very puzzling difference. 

The last one of these is inequitable conduct, also referred to. I think 
Mark [Lemley] said if section 105 were really used very much, he would 
be able in cases where it was invoked successfully at the Patent Office to 
be able, in every one of those cases, to establish an inequitable conduct 
claim that would get past summary judgment, which is a little bit of an 
example of why this particular subjective element, although it is perhaps 
alleged less frequently these days and perhaps less of a practical problem 
because it is decided by judges rather than juries, nevertheless appears to 
be more of an inefficiency in the system, or cost in the system, than is jus-
tified. The additional burden on discovery, the additional burden on the 
plaintiff from having to consider whether it is counsel who might be par-
ticipating as trial counsel, can actually take part in the litigation and trial 
of the case—all of those inefficiencies have to be weighed against what is 
probably a very, very statistically improbable incremental assistance that 
you get in making the system work, from having this aspect available to 
the parties to litigating their cases. So, one of the things that you will see 
in the report is that we have suggested that these elements which deal with 
state of mind either be eliminated or be substantially mitigated in a way 
that reduces their impact on the unpredictability and the cost of litigating 
disputes and patents. 
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REINES: Could I pitch just one minute on that? Just on willfulness, 
one thing to keep in mind is that in [the] Federal Circuit right now is the 
Knorr-Bremse case, which looks to be the palette from which they can re-
write willfulness law altogether. I know Congress right now is deliberating 
based on what I have heard from committees on some willfulness reform, 
and the FTC obviously is wading into those waters as well. I would just 
suggest that all of those efforts wait to see the outcome of the Knorr case 
so that we can see what the Federal Circuit has done to cure that area, be 
clear what the law is in terms of getting some stable foundations from the 
Knorr case, and against that background can determine what, if any, re-
form is appropriate. Thank you, Pam [Samuelson]. 

SAMUELSON: Great. Would any of the other panelists like to do 
commentary? Shall I open it up? 

LEMLEY: . . . I was quite interested to hear that one of the recom-
mendations was, as I understand it, either eliminate or put substantial con-
straints on the inequitable conduct defense. Maybe understanding more 
about what the NAS proposal actually is would help in this respect. I guess 
I am a little nervous about the effects of a rule that said there is no inequi-
table conduct defense, not because I think the inequitable conduct is ram-
pant today and, indeed, you know, there are lots of frivolous claims of in-
equitable conduct asserted, but because I fear what would happen if we 
sent a message that there was no punishment for lying or failing to dis-
close evidence to the Patent Office. And I wonder whether you guys have 
thought about that and what you might say about that. 

POOLEY: No, indeed that issue is reflected in the report because it 
was a big part of our deliberations in every one of these cases, I think. We 
looked at what is the real objective, what is the goal of the particular ele-
ment, and how central [and] important is it. Can you get there by using 
other methods than this one, and what is the cost? So that analysis is in the 
report. And I do feel a little bit constrained about talking about the details 
of exactly what we have recommended because the thing was not here in 
time. 

SAMUELSON: So something to look forward to for Monday. Ques-
tions, comments? Yes, in the back. 

. . . . 
PASAHOW: The question is does the presumption of validity affect 

the ability to get a summary judgment in litigation. And for those of you 
who are not lawyers, summary judgment is a motion you make before trial 
and it is decided just upon written submissions of whatever the relevant 
evidence is. And technically, I think the answer is it shouldn’t because the 
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question for the summary judgment is, “Is there any evidence on the other 
side?” And if there is any evidence, you are supposed to deny the sum-
mary judgment. It should not matter whether ultimately the question is, “Is 
that evidence going to be sufficient and meet a mere preponderance or a 
clear and convincing standard?” In putting aside that theoretical issue, in 
my experience, I have not seen trial judges get held up on the issue of 
whether it is clear and convincing or preponderance for summary judg-
ments. On the other hand, there is the aura that this presumption puts 
around patents that I think sometimes does impact judges, at least subjec-
tively. In making that whole aura go away, it might impact things like 
summary judgment more than we can guess. 

. . . . 
RAI: I take it that the burden of the question was, isn’t it interesting 

that the Federal Circuit, at least with respect to some of its judges, has 
been trending towards a plain meaning version of claim construction so 
that there is not nearly as much need to look to the PHOSITA, for exam-
ple, or to factual issues more generally. I think that this is part of the—I 
mean, I could speak at great length about why I think this is part of the 
Federal Circuit’s desire because it feels like it is the most competent actor 
in the system to try to really control all aspects of the system. It is not a 
crazy position to take for the Federal Circuit to believe that it is the most 
competent actor in the system, but I do think that that means that the PTO 
gets ignored to some extent. Now, the only way in which it does not get 
ignored, as I have indicated, is in the context of patent issuances and the 
clear and convincing evidence standard gives more deference to the PTO 
than perhaps was given by the predecessors to the Federal Circuit. But 
with that small exception, it seems to me that that is a sort of indication of 
the Federal Circuit’s wanting to kind of root out factual issues altogether 
so as to have more control over the system. 

JANIS: I was just going to say I think the question raises an interesting 
point about linkages between the presumption of validity and other issues. 
For example, suppose we did change the presumption of validity, making 
it apparently easier to invalidate patents. Would we get an equal and oppo-
site reaction in scope doctrines? We start construing claims to preserve 
their validity, really. We see other changes at the Federal Circuit that lib-
eralize scope doctrines going back the opposite direction where they have 
been trending. What would happen? Who knows? But I do think it is im-
portant to see a change to the presumption of validity might well cause a 
cascade in changes in other areas, we should not look at it in isolation, I 
don’t think. 
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LEMLEY: Going back to Mark [Janis], one of the things that has al-
ways struck me as remarkable about prosecution practice distinct from 
litigation practice is exactly how little claim construction seems to matter 
in the prosecution process.We get to court and we fight over the meaning 
of words that you would not possibly think could have a disputed mean-
ing. There are Federal Circuit decisions interpreting the terms “a”, and 
“or”, and “to”, and “when.” But none of that seems really to happen in 
prosecution. Maybe it is just a function, again, of the time constraints and 
how detailed the analysis is, but we seem to sort of skate through prosecu-
tion without substantial discussion about what the terms mean, and so 
there is a bit of a tabula rasa. The Federal Circuit’s later change in how 
we will interpret those terms may not affect prosecution as much because 
it is just not being thought about as much in prosecution. 

RAI: There is an obvious reason it is not thought about as much in 
prosecution. You think about those terms like “on” and “in” and all that 
only when you are confronted with an infringer who says that “on” and 
“in” and what have you do not take the infringer outside the scope of your 
claim, so— 

LEMLEY: You see it for validity too, although it is often an infringe-
ment driven doctrine. 

REINES: Just a couple comments. One is I think there is just a practi-
cal problem if you are going to attempt to run some sort of concordance 
between the law at the time of prosecution versus at the time of enforce-
ment or district court litigation. I mean, there are all kinds of areas in law 
that change all the time in radical ways, and so I think we have to be 
somewhat humble about our ability to bring that into sync, on the one 
hand. On the other hand, I think the point was addressed, actually, by Pro-
fessor Lemley’s comment that, really, if you think about examination it is 
sort of a reasonably good once-over pass, and that that is not going to get 
into the level of going through the dictionary library and then to experts 
and what they understand this to mean. So I think that is addressed in the 
sense that we have to recognize that there is not full blown claim construc-
tion of the style of Texas Digital or anything else taking place during 
prosecution, in general. I think the way that the Patent Office attempts to 
address this, and others can address this in more detail, is through assum-
ing the broadest general meaning of the claims, and maybe that rule needs 
to be given more vitality in order to address the practical reality that the 
Patent Office is not going to perform a full blown claim construction on 
every word in a 100 claim application.  

. . . . 
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PASAHOW: The point was that if courts gave deference to opposition 
proceeding statements about claim construction, that would eliminate 
some uncertainty, well, a lot of the uncertainty. It is a good point, but often 
as you are talking about the validity of a patent, the issue of claim con-
struction is less intense because everyone who is challenging the patent, 
and the examiner under the governing rules who is looking at it, simply 
assumes that the words have their broadest meaning or the broadest mean-
ing they could have to one skilled in the art. Often the examiner is that 
person, too. So the issue does not come up as to every word in the claim 
that is going to get litigated about when you start comparing it to a prod-
uct. And whoever’s product it is is trying to find some word that arguably 
doesn’t apply. 

LEMLEY: It also may depend a little bit on the structure of your op-
position proceeding, right? Is this a proceeding in which we are going to 
have Administrative Patent Judges write opinions giving the reason for 
rejecting a challenge, in which case they may be explaining why they 
think that the patent has a particular scope, and therefore avoids the prior 
art? Or are we going to fall back, in essence, on a Prosecution History Part 
II approach in which my representations in front of the Administrative 
Patent Judge may be binding or helpful in interpreting the meaning of the 
claim because I made them? 

[Question from audience member not transcribed] 
RAI: Although presumably, even if we were going to give full defer-

ence to whatever the opposition proceeding yielded with respect to con-
structions in particular context, if there was nothing said about other 
words, there would be nothing to give deference to, just as there is nothing 
to give deference to with respect to the PTO’s failure to examine particular 
issues like Best Mode, or what have you. So, I am not sure it ends up be-
ing such a big issue. 

[Question from audience member not transcribed] 
RAI: Well, that is what I mean. And then those would have to be—I 

would assume that that would just be litigated de novo because there—
well, probably to some extent de novo, anyway—because there would be 
no prior opposition proceeding holding on that question. 

LEMLEY: Well remember, of course, Markman is a question of law 
and under Cybor there is no deference even to district court determinations 
of what a term means, so the likelihood that there will be deference to the 
Patent Office Administrative determination of what a claim means seems 
dubious to me, so only if you actually appealed the opposition to a Federal 
Circuit would you get a defined meaning of the claim term. 
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RAI: Well, [the] FTC recommends that, as a part of the opposition 
proceeding legislation, Congress mandate deference on questions of law. 

. . . . 

V. INDUSTRY/INSTITUTIONAL ISSUES PANEL 

Panel: 
Carl Shapiro, Haas School of Business, University of California, 

Berkeley (co-moderator) 
Mozelle Thompson, Commissioner, Federal Trade Commission (co-

moderator) 
Robert Barr, Ciscso Systems, Inc. 
Bart Eppenauer, Microsoft Corporation 
Gary Griswold, American Intellectual Property Law Association 
Sean Johnston, Genentech Inc. 
Jeffrey Kusham, Sidley Austin Brown & Wood and BIO 
Jay Monahan, eBay Inc. 
Ron Myrick, Finnegan, Henderson, Farabow, Garrett & Dunner, LLP 

and U.S. Council for International Business 
Kulpreet Rana, Google 
Robert Sacoff, Pattishall, McAuliffe, Newbury, Hilliard and Geraldson 

and ABA Intellectual Property Section 
Michael Schallop, Symantec Corporation 
David Simon, Intel Corporation 
Herb Wamsley, Intellectual Property Owners 
 
SHAPIRO: Let us get started. Now that Commissioner Thompson is 

here at my side, welcome. I am Carl Shapiro. This is the Industry and In-
stitutional [Issues] panel. We are going to try to really bring in industry 
here more directly and see if we can have ideas into action as promised or 
suggested. I am a professor here at the Business School. I come more from 
the antitrust side, but I have long been interested in antitrust and intellec-
tual property issues. I think also a lot about competitive strategy, so I am 
particularly keen to hear today from our wonderful panelists how the pat-
ent system or its flaw are really affecting business. My perspective—I put 
the cards on the table right at the front—is if the government is going to be 
granting monopolies, they should do it when there is a good reason to do 
so and not just because we have got a process that favors people who are 
hoping to get such grants. 
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THOMPSON: From the government’s side, there are very few good 
reasons to do so. 

. . . . 
SHAPIRO: . . . We have great industry representatives here and we 

have representatives of several associations of attorneys. I think together 
we can really get a sense of how some of these FTC proposals are being 
greeted by people who live and breath this in their businesses and through 
all stages of the patent process, through attorneys who know these far bet-
ter than I do. 

I think you hopefully have heard the other panels, [and] I think the 
problems are well set up. We are going to go right into really how does 
this affect companies and where are the bar associations at on some of 
these proposals. 

We have heard a lot about concern about patent quality, [but] what 
does it mean in practice and what [about] the people who know these 
things best as practicing attorneys? What is their reaction to these propos-
als? I think it is very important here to bear in mind that even companies 
that have a lot of patents do not necessarily think, “Oh, stronger patents, 
more patents is better.” It is not that simple. In fact, many of them with 
many patents are concerned that there are too many bad patents out there 
at the same time. In addition to the industry representatives, let me just 
mention those associations and the people can speak more about that: the 
ABA Intellectual Property Law Section, the AIPLA, the Intellectual Prop-
erty Owners, BIO, and the U.S. Council for International Business. One of 
the good things here is that a number of these organizations are in the 
process of responding to evaluating the FTC proposals, so we will be able 
to hear where they are at. In most cases, they do not have the formal final 
approvals yet, but we will be able to get an early read on when they are 
coming out and I think that is very, very helpful.  

First, I am going to give each company representative a few minutes to 
tell us about how the patent system and flaws in the patent system really 
affect his company. What do they care about? How is this causing prob-
lems in the real world for their businesses? And where is their company 
most concerned and most interested in change? Then, we will spend most 
of our time walking through the FTC proposals one after another and get-
ting the sense of where people are at. Is there a consensus or not on certain 
proposals? . . . [W]e start with Robert Barr from Cisco. 
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BARR: Okay, thanks Carl. First, since you are asking us to do this, I 
want to object to the dismissal of this kind of evidence as anecdotal.1 I 
have heard it a few times now in reaction to the FTC Report and one per-
son’s anecdote is another person’s case study is the way I look at it. I think 
the FTC did a great job of synthesizing a lot of anecdotes into a very co-
herent report that showed, I think, what you are about to hear: that some of 
us in the industry, that more than one of us in the industry, have some is-
sues. That said, I want to say we are a stakeholder in the patent system, we 
are a major owner of patents and an investor in the system. We want pat-
ent quality. We want patents to be respected. I do think it is pretty simple. 
Patents are like children and yours are good and everybody else’s are bad, 
so our patents are therefore of high quality.  

Secondly, in addition to being a patent holder, we are what I can only 
call a potential defendant, or a deep pockets, or a company with revenue, 
whatever you want to call it. So we have an interest in avoiding infringe-
ment. In fact, if I could choose my job and do it, I would say my job is to 
avoid infringement like I do with copyrights and trade secrets and laying 
down the law, as it were. But with patents, that is pretty difficult. We used 
to call it a minefield out there. Thanks to Carl [Shapiro], we now call it a 
thicket, which I think is a better image because it is not just a bunch of 
mines that we have to avoid, it is an overlapping morass of patents that is 
virtually impossible to avoid. In corporate-speak, that is a risk manage-
ment problem of the highest order. It is virtually impossible to avoid all 
those patents because of the sheer number of them, but in addition to that, 
the unpublished patents, the published patents that you do not know what 
they are going to turn out to be, the numbers are pretty big, and Intel rep-
resentatives have quoted numbers like 80,000 patents on a microprocessor. 
It is just a clue to what is going on. 

Why have we gotten to this situation? For one thing, to many people, 
patents are a business in and of themselves. They are a revenue-generating 
operation that has high margin and relieves them of the terrible responsi-
bility of bringing innovative products to market. They just tax others. So 
patents are a business. But, secondly, the reason we are in this situation is 
because those of us who are involved in the thicket contribute to it. We 
stockpile patents. We increase every time we find out that everybody else 
is increasing patents, we increase. So you have a vicious cycle of stockpil-
ing of patents, mutually shared destruction. What is wrong with that? It is 

                                                                                                                         
 1. See supra p. 1068 (remarks by Q. Todd Dickinson, General Electric (former 
Director, U.S. Patent & Trademark Office)). 
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a drain on resources, money, engineering time that could better be used for 
innovation. That is all I want to say. Thank you. 

SHAPIRO: Thank you. Next, Bart Eppenauer from Microsoft. 
EPPENAUER: Thanks. It is a pleasure to be here today. I will put my 

comments in the context of the Report itself in terms of the issues that we 
see. And first and foremost the issue of the law of willful infringement, 
and it is really good to see the report come down the way it does, and we 
are hopeful that the Knorr-Bremse decision comes out the right way. But, 
regardless, we wholeheartedly agree with Judge Whyte that it is a real pain 
for companies to deal with willful infringement allegations. We face it in 
just about every case that comes against us, regardless of whether we had 
any knowledge of the patent, if the patent was issued the day and the next 
day we get sued. We will get a willful infringement allegation based on 
some press release, perhaps, that was issued about the filing of the patent 
five years previous. I mean, we really have had to deal with a situation like 
that, and it is one where we completely agree that willful infringement 
ought to be limited to cases where there is specific written notice and, go-
ing even further, specific identification of patents and the claims, and how 
the claims apply to the products so it is really before that willful infringe-
ment allegation triggers, you have that.  

Another difficult or tenuous willful infringement allegation that we 
faced before is in cases where a company’s patent was cited in one of our 
own patents in prosecution, one of many thousands of patents we have, 
and it just so happened that this company’s patent was cited, and now we 
are fighting a willful infringement allegation because it is just not clear 
what kind of knowledge is required. We certainly do not think that that 
kind of thing is at all sustainable and would put an incredible burden on 
companies. So we are really happy to see and we fully support the willful 
infringement change in the law. We hope the Federal Circuit does the right 
thing, and look forward to that decision, as well as the waiver issue on at-
torney-client privilege. That really is a difficult proposition, and we fully 
support having no adverse inference established based on whether or not 
you decide to disclose your attorney opinion because you just do not know 
how far that is going to go with a particular jurisdiction, if you are going 
to have to give up all your trial counsel notes and things, that is a difficult 
thing. First and foremost, that is really an important point to us. 

The second point, perhaps, in relation to the post-grants review pro-
ceedings, I think it is pretty clear that there is a major increase in patent 
litigation in the IT industry and certainly Microsoft faces an increasing 
number of patent lawsuits where we are the defendant. And on top of that, 
we have many many more assertions prior to litigation where we spend a 
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fair bit of time negotiating and analyzing those assertions. In that respect, I 
do echo some of the comments I heard earlier today which is, it is not just 
an issue of what are the questionable patents, or what are the bad patents, 
if you will, but it is really an enforcement issue. . . . I think in that context, 
the post-grant opposition would be very helpful to try to avoid litigation 
disputes.  

And one of the things that is interesting and [what] we would like to 
see how this plays out is the time duration. One year from issuance in 
some industries might work really well, and in a lot of the cases that we 
see come our way, it is many years after the patent is issued that we just 
first learn about the patent that we are sued, and it is not going to be real 
helpful to us, the post-grant procedure, if you can do something, some 
threat of a lawsuit or an actual lawsuit where you can institute this pro-
ceeding, and in some industries like ours where there are so many 
thousands of patents out there in the information technology space, it is 
kind of difficult to monitor all of that and to select the ones that you would 
want to pursue in an opposition proceeding. So it is going to be interesting 
to see that. That is it for me for now. 

. . . . 
SHAPIRO: Okay, well then we have Sean Johnston from Genentech. 
JOHNSTON: Hello. Thanks. I will start by commenting or making the 

observation that Jim Pooley’s comment earlier today resonated with me 
when he said the so-called sand in the gears are really in the enforcement 
system,2 and that is the area that we have the most concern with. And, in 
particular, I will go quickly through three areas where we think the FTC 
has made some good observations.  

First, is in the need for a new and improved post-grant review process. 
This was the topic of the discussion of the panel this morning, so I won’t 
belabor the point, but suffice it to say that, like many other businesses, we 
encounter bad patents and have a hard time dealing with those. We end up 
in litigation too often dealing with bad patents, patents that we believe are 
invalid, that eventually are found invalid on appeal, and it is an extremely 
costly, time-consuming process not only in costs from the perspective of 
paying outside counsel to litigate these matters for perhaps many years, 
but also the opportunity costs of taking away scientists and engineers from 
work that they would better be devoting to scientific research, rather than 
to depositions and giving expert reports and the like. 

                                                                                                                         
 2. See supra p. 1116 (remarks by James Pooley, Milbank, Tweed, Hadley & 
McCloy LLP). 
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The second thing is, as a number of people have commented, reigning 
in the proliferation of what we believe are unmeritorious, intrusive, willful 
infringement claims that, I am afraid, too often are brought just for 
strategic coercive purposes to try and exert the maximum amount of pain 
or potential pain on a litigant. And I think in this area, in addition to what-
ever the Court of Appeals may decide in the Knorr-Bremse case, at a mini-
mum, we should codify some requirement that there be a bifurcation of the 
willfulness issue away from infringement and validity issues, and let the 
patent owner make out a willfulness claim, if they can, only after they 
have established validity and infringement of their patent claims. 

Regarding the FTC’s comment on the so-called thicket of patents, I 
encourage focus on one particular patch or aspect of that thicket, which I 
know has been the subject of discussion by a number of different panels 
and groups along the time line here, and that is the patents that are directed 
primarily to materials, methods, and machines that are used solely in re-
search activities. So some people would refer to these as the so-called re-
search tool patents. The point here is not to take away or put these patents 
sort of in a second class status, but the fact of the matter is these patents 
are proliferating in number. Again, I may be hung up on transaction costs, 
but dealing with these sorts of patents on a one-off basis is extremely 
time-consuming, there are tremendous transaction costs, and I think we 
need to find a better way of dealing with that. For example, I think it is 
worth taking a look at the scope of the experimental use exemptions, see-
ing if there is some possibility of making some changes there, perhaps 
finding a market-based, more efficient way to license these things such as 
through a clearinghouse akin to the Music Copyright Clearing Houses, and 
just overall. Finding a way to deal with these in a more efficient way.  

My last comment, then, will be just a general observation. I cannot 
help sitting and hearing the comments this morning, in particular people 
commenting—I think someone referred to it as the “willfulness game,” the 
proliferation of just an excessive number of inequitable conduct claims, 
the sort of cynical use of the Eastern District of Texas for filing cases. I 
think you cannot help but hear that and come to the conclusion as was 
once said, that we have met the enemy and he is us. I think it is perhaps 
ironic if we take a step back, this same group that is organized here today, 
that is complaining about this, that were often the ones who are going back 
to our offices, to our outside counsel, and actually making these sorts of 
claims, making these sorts of filings. At the risk of sounding like I have 
been in Berkeley too long, I think we all should take a step back and per-
haps exercise a bit more self-restraint, self-discipline, and take a more far-
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sighted perspective on how we approach these various issues and not rely 
exclusively on legislative or regulatory reform. 

. . . . 
SHAPIRO: Next, Jay Monahan from eBay. 
MONAHAN: Thank you. If some of these problems are the sand in the 

gears, then eBay is in the business of building gears. We have built an E-
commerce platform which, as you know, has met with enormous success. 
The interesting thing is, almost five years ago to the day I started at eBay, 
the only time I ever heard the word “patent” was if somebody was 
referring to patent leather shoes being sold somewhere on the eBay site. 
And there was a long period of virtual silence. Never got a letter, never got 
lawsuits, nobody ever talked about it. Then, starting probably three and a 
half years ago we started to see more letters. And the letters sometimes 
were followed by lawsuits. And many of the letters, in fact, I would hazard 
to say most of the letters, when you actually dug into them, you realized 
that were either facially ridiculous, or an incredible stretch of construction, 
and in my view if you applied a Rule 11 analysis to it, it never would have 
exceeded Rule 11.  

Now, in fact, there was one case where I got a letter and I said, “You 
know, you have got to be kidding me.” I cannot tell you how many times I 
have said that, but I went to Google to the Google News Groups, which I 
pray and thank Google for every day, and in two hours found dispositive 
killer prior art. And I said there is something wrong with this picture. It 
has driven the cost of my life as a lawyer at eBay up. I now spend more of 
my time on patent issues, both our own portfolio, as well as defensive is-
sues, than any other single issue, which was clearly not true a few years 
ago. We worry about these letters because of things like the willfulness 
standard. It would be great if I could just say this is ridiculous and throw it 
in the trash can. We obviously can’t do that. We engaged in a very rea-
soned analysis and, in some cases, we get very expensive opinions of 
counsel which, in some cases, sit on the shelf because you never hear 
again. In fact, most of the time you never hear again, but that does not 
mean it is free to me. We also get a lot of what I call “squirrely” letters 
and this is an issue which will have to be considered when we talk about 
what a willfulness standard ought to be because many times the letters do 
not say “Dear Jay, Your X product is infringing my patent,” it will say, 
“We noticed that you recently announced your such and such feature. We 
think that you might be interested or benefitted from taking a license to 
our portfolio.” So are they accusing me of something? Well, I do not know 
the answer to that, but I can guarantee you if there is litigation, they are 



2004] TRANSCRIPT OF THE PATENT REFORM SYMPOSIUM 1129 
 

 

going to say they did, and I am going to be dealing with that issue in 
litigation.  

Lawsuits. Lawsuits, we are in a whole new world. The presumption of 
validity is a problem. It is something which is trumpeted by plaintiffs, it is 
something which is difficult to get over. Summary judgment is also 
difficult to get over. And I think that there is something that is outside the 
scope of this conference, which is what about the role of the judiciary? 
Because I think there is a reluctance among some members of the 
judiciary to do what I would say is the right thing, which is to grant 
summary judgment, to issue a Markman ruling that construes the terms 
and lets the chips fall where they may, and I do not think that happens as 
much as it ought to.  

And, finally, big verdicts and big settlements. Verdicts happen and, by 
the way, I am litigating in Marshall, Texas, and in Delaware as we sit here 
today, and I have to balance as an eBay lawyer the need to fight these 
cases to demonstrate our resolve against these ill-conceived patents, but at 
the same time do what is right for the company when it comes to 
balancing risks. And, unfortunately, as the FTC Report points out, the bal-
ance has been disrupted. If there was a balance, there no longer is a bal-
ance. 

And we are here pleased to be a part of this conference. We have some 
thoughts on some of the reforms that make the most sense which we are 
going to talk about in a minute, there are others which we have not yet 
formed full opinion on, but really welcome the opportunity to finally try to 
do something about this important area. 

SHAPIRO: Thank you, Jay. Next I would like to turn to Kulpreet Rana 
from Google. 

RANA: Thanks. So my perspective on this issue has really changed 
over time. I was thinking about it earlier and I remember when I was in 
law school thinking about the patent system from a very theoretical view-
point and there are these interesting issues and tensions, and then I had the 
good fortune of clerking at the Federal Circuit, and that was also like a 
fairly academic perspective, though, thinking about some of these patent 
issues. You are still in a bit of an ivory tower as an Appellate Court. Next 
up was law firm practice, and that was a bit of a transition period. But it 
was not until I actually entered industry at Google that it became very evi-
dent to me what the real world impact is of the patent system. In short, I 
think it is really just a mess from the perspective of trying to deal with the 
issues that you face when you are in-house. As with other people on this 
panel, Google approaches this issue from the perspective of a company 
that obtains patents and also has patents asserted against it. And, you 
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know, I think it is hard to think about some of these things, generally, 
because there are places where the patent system is probably working fine. 

Making generalizations tends to raise kind of concerns on other sides. 
But there are also places where it makes it difficult as a business person to 
provide the kind of advice that you need to, and one of the main high level 
areas of that is just in terms of the—and a few people have mentioned this 
before—the lack of certainty or predictability that is engendered. This ties 
into the examination process, and if you don’t have a clear sense of what 
the quality is of patents that issue or what their value is, it becomes hard to 
make business decisions about that. There are those who would take ad-
vantage of that ambiguity by, you know, in conjunction with the 
presumption of validity, to try to extract value. And certainly the fact that 
litigation is one of the main ways of resolving that right now does not help 
because it is a high cost alternative, and so that encourages settlement 
even where it may not make sense. But that is just one context. That same 
ambiguity and uncertainty comes into play in other areas, as well. If we 
are trying to assess the value of patents that we have ourselves for 
purposes of licensing, it is difficult to do because of the uncertainty. If we 
are interested in acquiring another company or a portfolio, it becomes hard 
to evaluate that because of the uncertainty. 

For us, having something that would create a little bit more certainty 
would help with making business decisions. So we certainly think that 
some of the FTC’s recommendations are a useful step in that direction and 
we are happy to kind of participate in that discussion going forward. And I 
am going to grant the rest of my time to my colleague, Michael Schallop. 

SCHALLOP. I wanted to just set the background for a couple of sce-
narios that are practical scenarios that I think similarly situated companies, 
software companies, of about Semantec’s size will run into from an inside 
counsel perspective. So Semantecs is primarily a software company, 
which means that we develop products and release those products in gen-
erally a six to nine month time frame. You are talking about a pretty rapid 
development cycle in a product life cycle that in a software product space 
may not exceed three, four or five years. It is characterized, I think, accu-
rately in the FTC Report as an area where there is incremental innovation. 
We come out with a new product feature and, very shortly after, 
competitors, once they see that feature, if they had not already been devel-
oping it for their product, will soon enough develop that similar or maybe 
an improved feature along the same lines in their product. It is very front-
loaded, kind of like law school, all the work and rewards are generated by 
the initial product development. The industry, because it is incremental 
innovation is correctly characterized, I think, in the Report also as a defen-
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sive patenting area, which means that it is a numbers game. You have an 
incentive to try to patent as much of your distinguishable product features 
that you can get through the Patent Office, which from hearing from the 
staff, that is probably one area where we have certainty. You have a pretty 
good chance of getting a patent through, depending on claim scope. 

As a practical matter, that means that we need to file patents on those 
distinguishing features, on key product features, and do these reviews for 
products, you know, fairly often. At the same time, you have engineers 
and developers who are under a lot of pressure to get new products and 
new features out. With that in mind, I think that the focus in some of the 
recommendations on patent quality may be the best way to start to make 
sure that we can address what is really, and I think Bob [Blackburn] would 
address it, as the MAD game. And it is always going to be a numbers 
game, even if we try to address some of the enforcement issues, whether it 
is standards of proof and presumptions with obviousness, because in a 
numbers game, just having patents issued, whether or not they are ever 
going to stand up in court, serves their purpose, depending on the different 
contexts with certain competitors. I do think that addressing the patent 
quality up front makes a lot of sense and has the advantage of putting 
more of the burden on the patentee to prove the patent is entitled to get 
through the Patent Office, rather than post-grant procedures which, again, 
the transactional costs are going to be born by the potential defendant or 
targets. 

The second scenario that we often face is, if you are a company that 
has a revenue stream, you are inevitably going to be a target by either your 
competitors and/or what the report refers to as “hold-ups,” “patent hold-
ups,” or referred to earlier today as “trolls.” Addressing the patent thicket 
issue, I think, requires you to have really good information as to what pat-
ents are out there and the Patent System today is designed to disincent you 
from actually studying your competitors or other third party patents out 
there, which I think really disrupts the balance of the Patent System, which 
is, you know, the disclosure is the exchange to encourage innovation and 
is the basis for the Patent System’s goal of evolving technology. 

SHAPIRO: Thank you. So our last industry representative here in this 
first part is David Simon from Intel. 

SIMON: I thought the best way is to try to make it a little bit more 
clear as to how the uncertainty is a problem, use something that Professor 
Shapiro may be aware of in terms of LBJ’s One-Handed Economist. Early 
on in my career at Intel, I got called in to handle a problem. It was a prob-
lem with nine zeros after it, and I, just having been outside counsel for my 
entire career, started with, “Well, on the one hand,” whereupon the Senior 
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V.P. who I was talking to’s hand came down on top of mine and said, 
“David [Simon], if another hand hits the table, I cut it off. What do I do?” 
This guy was a little scary, by the way, so that was particularly unnerving. 
But, the problem that we all, those of us who are in-house, all face, is we 
have to give advice on what are we going to do and we are facing a huge 
amount of uncertainty. If you just think about some of the FTC issues such 
as the willful infringement issue, I am the guy they [the company execu-
tives] turn to, saying, “What do we do?”, whenever somebody sues us. I 
have to say what we are going to do. Well, that is an opinion. Immediately 
I say what we are going to do, now is that going to be open for discovery? 
It raises a whole host of issues that just completely raise too many 
uncertainties. Similarly, we get these patents in which you take one look at 
and you say, “You know what we ought to do with this patent,” but you 
have to go through all that analysis, you have to go talk to your engineers, 
and it is very distracting and it is very taxing. And, in fact, it also causes 
us to, of course, both for prior art purposes and to make sure that we have 
lots of stuff out there of our own, it causes us to file what I personally 
think is an inordinate number of patents, and every year my CEO says, 
“Go get more,” to the point where my patent filing budget and prosecution 
budget is now more than half the size of our Corporate Research Lab’s 
budget. That, to me, seems to be out of kilter. And by the way, that does 
not include litigation—that is a separate budget which is also roughly the 
same. You are looking at a huge tax on the industry and you are looking at a 
whole host of problems that come with that. Every case that we have 
brought, we have got to take our leading engineers, particularly the most 
senior ones who really have the intimate knowledge of what is the prior 
art, pull them off of the projects they are doing—and, by the way, these 
guys work eighteen, nineteen hours a day, six to seven days a week, they 
are incredible—and say, “I need you to help me find prior art on this,” or 
“I need you to help me explain why we do not infringe on this.” And that 
is a huge task which I really do not think society is getting the benefit for. 
Just to give one practical example. . . .We got sued several years ago on a 
patent where we felt we could get the license for $2 million. By the way, 
this is the case that we used the term “patent terrorist” which got us sued 
for libel. But the point being that it cost us $3 million of outside counsel 
fees to win on summary judgment and get it affirmed on appeal. We 
probably could have gotten the license for $2 million, and I am not throw-
ing into that literally hundreds if not thousands of hours of various 
engineers’ time on helping us on this case plus in-house counsel work on 
this case, as I think my time has some value, at least. And when you 
looked at that and said what was the right thing? Should we have paid? 
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Should we not have paid? I asked my CFO that and he said we did the 
right thing because it only cost $3. I said what if it was $10? And he said, 
“I am not going to give you that answer today.” Thank you. 

SHAPIRO: Thank you. Thank you, all. So next we are going to walk 
through each of the FTC’s proposals in order. I am going to frame it up 
and then turn to certain of the panelists to give reactions, where they are at 
on that proposal, pluses and minuses. The goal here is so we can really 
hear, try to learn where there is consensus, where there is not, and get a 
sense of where this process could go from people who really live and 
breath this stuff. So let me start. I will read each of these briefly just to 
make sure we are all on the same page since you may not have your handy 
dandy copy in front of you.  

FTC Proposal 1, this is the post-grant review: “As the PTO recom-
mends, enact legislation to create a new administrative procedure to allow 
post-grant review of and opposition to patents.” There was a whole panel 
on this, this morning. And yesterday Rob Merges, I think, laid out some of 
the basic facts—180,000 patents a year are issued, seventeen hours per 
patent on average by the examiner, it takes over two to three years. I think 
he gave a number of $3,000 dollars spent for a patent. I think Mark 
Lemley gave an impassioned piece this morning on why the PTO’s struc-
ture is not set up really to [thoroughly examine applications]—it is a quick 
look. And I think maybe Joe Farrell described it as “error prone,” but of 
course there would be those that would dispute that. So, at the same time, 
there is a reexamination procedure, but it is basically not used at all. I 
think Rob Merges reported that it was only used twenty times in the past 
five years. Okay, so a trivial number of times. Tthat is not working, at 
least not useful and effective. 

I will add that the National Academy of Science’s Report calls for an 
Open Review Procedure, basically of third party challenges before 
Administrative Patent Judges at the PTO, so they are on the same page 
here, or close to it. Where are folks at on this? Is this something that eve-
rybody wants and can go forward? And, if so, how would it be designed? 
Because, as a number of people have said, even if you want this, how are 
you going to structure it? The devil may be in the details. I would like to 
turn first to Robert Sacoff. 

SACOFF: Thank you very much. I am the Chair of the ABA IP Sec-
tion, and we are one of the organizations that Professor Shapiro was refer-
ring to when he talked about some of the organizations being mid-stream 
in their policy formulation, so I have to state the disclaimer that my views 
as I state them are not really capable of being attributed to the ABA, 
which really requires a lot of procedures to go through, or the ABA IPL 
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Section. . . . We have had a lot of really good and hard work done at the 
committee level, resulting in resolutions in some cases in the various rec-
ommendations, and some other cases, not resolutions, but reports. The 
post-grant opposition procedure is one that the developing view, as I will 
call it, is to support. We have a resolution that will be adopted, finally, or 
voted down, and that is always possible, at our June summer conference in 
Toronto, favoring in principle legislation creating a post-grant opposition 
review procedure in which the patentability of issued claims, without any 
limitation on issues subject to the procedure, can be reviewed by Adminis-
trative Patent Judges, the Board of Patent Appeals and Interferences. And 
some of the details, obviously, are yet to be determined. It is always a ma-
jor step when you create a new procedure, and I do not think we know ex-
actly what it is going to look like yet, or what we would like it to look like 
yet, but the suggestions in the deliberations and the developing views 
include filing an opposition within nine months of the date of the patent 
grant, allowing all patentability issues to be challenged, not just obvious-
ness or nonobviousness and novelty, to provide complete inter partes 
proceedings, some discovery—we do not quite know how much discovery 
because that affects a great deal the cost and the length of time that it is 
going to take. The view is that we would like to see such a challenge con-
clude within a year and to have appeal ability by any of the parties to the 
Court of Appeals for the Federal Circuit. 

SHAPIRO: Would you say it is the tentative position that a cost-
effective post-grant review procedure is really crucial to having the patent 
system work properly, and we do not have that now? 

SACOFF: I think that is a little bit of an overstatement to what the 
resolution is. This is a procedure that we are in favor of, and we would not 
be in the favor of it if it were not considered an improvement to the patent 
system. We start putting adjectives about crucial and indispensable, and I 
am not sure that those are going to be in our position, but we favor it. 

SHAPIRO: Okay, fair enough. I would like to go next to Gary 
Griswold, then. 

GRISWOLD: Gary Griswold, I am representing the AIPLA. I am past 
President of AIPLA, but in this particular circumstance, I was Chair of the 
committee that put together the report that responds to all of the 
recommendations of the FTC Report. We are further along than ABA, 
apparently. We have the report in its basically final form, closely ready to 
go. I can tell you [that] we support basically six and a half of these guys 
and we don’t support three and a half. So I can tell you which ones those 
are if you want me to later. 
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SHAPIRO: Yeah, why don’t we do that? We will go through one by 
one, but let’s focus on the first proposal now. 

GRISWOLD: And that is what I was going to do. . . . And what I will 
say on that is that we do support oppositions. We have developed the 
details of a proposal relative to how opposition should be handled, and 
that was approved by the Board this week. It does involve a nine month 
period for bringing the opposition. We do not believe that this process 
should be available, except on agreement of the parties, throughout the life 
of the patent. In other words, we want to walk before we run. . . . Our deal 
is that we would not include all issues of patentability, only those issues 
that can reasonably be tried without significant discovery, and those are 
102, 103 based on patents and publications, 112, first and second 
paragraph, no best mode, non-statutory double patenting. It would be 
based on the written record. There would be cross examination of the affi-
ants put in the evidence. There would be a hearing before the Administra-
tive Judge. There would be a limited estoppel. . . . 

SHAPIRO: Thank you, Gary [Griswold]. Next, Herb Wamsley. 
WAMSLEY: Thank you, Carl [Shapiro]. I should say who Intellectual 

Property Owners Association is, particularly since three members of the 
Board of Directors are on this panel, which causes me to state things care-
fully. As we go through these resolutions, I will be giving our tentative 
view, which has passed the first review by the Board, which will be re-
viewed again by the Board next week. IPO’s members, which really over-
lap as a practical matter a lot with the ABA and the AIPLA, but the mem-
bers of the Board are Chief Patent Counsel of larger companies primarily, 
including Microsoft and 3M and Intel. We think we are in favor of post-
grant opposition. We are still trying to sort out the details, not quite as far 
along as AIPLA, but we are definitely in favor of it. We are looking at two 
models, I guess, mainly, which are similar, the FTC Report and the Patent 
and Trademark Office’s 21st Century Strategic Plan. It was issued in 
2002, which has a very detailed proposal.  

I think there is not complete consensus yet on whether the time period 
for opposing a patent post-grant should be a limited period such as nine 
months or a year, or whether it should be a longer period. And there is a 
lot of variations on that. As you may have heard earlier in the program, the 
PTO, for example, proposed a period for opposing for several months 
post-grant plus the opportunity to propose any time during the life of the 
patent, and I believe within a four-month period after you are subjected to 
a reasonable apprehension of suit. So that is one area.  

I think another area we are still trying to sort out is just how broad 
these proceedings should be, how many issues you should be able to raise, 
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and what the costs should be. But I think IPO members—and my feeling 
would be large U.S. patent holders in general, seem to have a pretty broad 
consensus on needing a procedure post-grant that is substantially more ex-
pansive than the inter partes reexamination proceeding that was enacted in 
the American Inventors Protection Act in 1999. And on where we are at, I 
would say that [for] IPO, the post-grant opposition is one of our big three 
[issues], at least, if not the biggest one.  

SHAPIRO: Good, thank you. I would like to turn next to Jeff Kushan 
who represents BIO. 

KUSHAN: Thank you. BIO is a trade association that represents the 
biotechnology industry, has a membership of about a thousand companies, 
and the only common trait about those companies—really 85 percent of 
them—is that they do nothing but lose money. And the only asset that they 
have is either a patent application or a patent, and so they are a bit sensi-
tive about patent issues, probably more sensitive than any other industry. 
On the issue of post-grant opposition, most of the members of BIO 
strongly support a rigorous post-grant opposition procedure. That view is 
not uniform and, in large part, that non-uniformity is because the critical 
issue is what are the attributes of the system that have to be there and have 
to be identified before we can actually have a consensus view? And, in 
fact, most of the discussion within BIO so far has been to start to focus in 
on those attributes of the system. Many of the things you heard earlier to-
day and that have been repeated are the variables that are in discussion 
now. I can touch on a few things and give you some insight into the delib-
erative process that is going on now.  

One issue is, and it was foreshadowed in the comments from Eli Lilly 
this morning, is that, unlike most industries, there is a special need for cer-
tainty in the area of pharmaceuticals and biotech inventions. When you are 
about to launch a product, or when you are about to build a plant or when 
you are at that really critical part of development down the path, you do 
not want to have the patent thrown back to the Patent Office in a proceed-
ing that could end up putting a large cloud over that investment. And so 
one variable seems to be the period of time during which one can raise is-
sues, and I would say, at least with regard to the non-prior art based issues, 
there seems to be a view that about a year, or a little bit longer, than that 
might be the window that should be appropriate. It is important in this 
process to appreciate that you are going to have a trade-off in that time 
limit because most biotech inventions are not going to have a known 
commercial value in a year, but there is still enough monitoring activity 
that you can engage in to make a step in.  
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A second issue that seems to be supported is to actually extend the 
issues to 112 grounds. That topic, in particular, is a dominant topic for 
many patent applications in the biotech sector where there is not a lot of 
prior art—well, there is a fair amount of prior art, but the main issue in a 
lot of cases is 112.  

The third variable that seems to be supported is the need to have better 
management of the proceeding, and here it is kind of a trade-off right now 
because many of our members want to have a simplified procedure for 
simple issues that does not make it a really expensive proceeding like liti-
gation. Yet you also want enough adult supervision in the proceeding so 
that you know you are not just going to get a rehash of the original exami-
nation.  

And then the last issue that we are struggling with is, there has been 
some debate about how to make the proceeding more rigorous, and that 
goes into the area of discovery-like activity in a proceeding. And many of 
our members, a small minority in total, but many of our members have 
lived through enough litigation now that they don’t want to see the torture 
of litigation imported into a Patent Office environment. 

And so, while there is a legitimate need to have experts and deposition 
of experts, there is a great reticence about turning it into a proceeding that 
essentially replicate[s] the cost of litigation for no benefit in the Patent and 
Trademark Office. I am going to stop at that point because we are still 
struggling with a lot of other parameters that have not been talked about in 
the discussions so far, and we do not really have uniform views. 

. . . . 
SHAPIRO: Thank you, Jeff. Next, Ron Myrick who represents 

USCIB. 
MYRICK: Thank you very much. First, I would like to make a little 

disclaimer. My views here are being expressed as my own. Except where I 
specifically attribute them to the USCIB, they are not the views of my firm 
or any client.  

I am delighted to talk about this issue. I think it is an easy issue in one 
sense to support, it is hard as the dickens to make happen. When I got 
started in this profession a rather long time ago, we were privileged to be 
provided something called reconsideration at that time. Some of you will 
remember it. It was a pilot program. It was the forerunner to 
reexamination. So we have been working on making this kind of post-
grant review work for a very long time. Have we succeeded? I do not 
think so. And I think the devil is in the details, absolutely. The comments 
that Jeff [Kushan] just made about cost are going to be determinative. The 
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real success of any post-grant procedure is going to be determined by 
whether or not it is used. And Dr. Harhoff’s comments this morning were 
very worthwhile in regard to the success in Europe. However, he also 
made a passing comment, in that the numbers or percentages have been 
going down in Europe. And it is an important note because, frankly, I 
know some senior IP counsel of some major companies in Europe, and 
they have abandoned the opposition system in Europe. And why? Because 
they paint a target on themselves. So I think one of the issues, and it has 
not even been addressed in the panels this morning or thus far, is how do 
you handle the fact that having raised your hand to be an opposer, you 
have told the other side how interested you are in their patent, and you 
may not win that opposition. So it is a very important issue.  

I think the other issue that is determining whether or not this will be a 
successful system [is] the issue of estoppel, whether or not you are going 
to be bound by what comes of this result and permanently bound, perhaps. 
Somebody mentioned res judicata. I do not thing that res judicata is going 
to get very far if you want to be able to use this system and make it a suc-
cess. So I think there are lots of devilish details to be decided in 
connection with opposition that will determine entirely whether it is a suc-
cess. And, remember, it is only a success if people really use it, and we 
have been trying for nearly thirty years to make reconsideration, then re-
examination work, and, still, nobody uses it. 

SHAPIRO: Thank you, Ron [Myrick]. I want to just turn briefly to a 
few of the other panelists so they can indicate where their companies are 
at. Bart, where is Microsoft on this? 

EPPENAUER: We do favor this and the devil is going to be in the de-
tails. We want to be able to use this procedure and, clearly, as Ron 
[Myrick] points out, within a one year time frame if we start opposing pat-
ents, that will raise a flag that we are very interested in [the patent]. If we 
lose [the opposition], I am sure we will be dealing with it for a while. . . . . 

SHAPIRO: Okay, Sean Johnston? 
JOHNSTON: We are supportive of this. I agree with Ron [Myrick], it 

has got to be a system that is economical, it has also got to be fast and ef-
ficient or we will just be repeating the litigation process all over again. 

SHAPIRO: But do you want to limit the time to the nine months or the 
one year?  

JOHNSTON: I think that is a wise component of the overall process, 
to put some time limits and nine to twelve months seems like a reasonable 
one, somewhat akin to what the European system is. 

SHAPIRO: David [Simon], do you want to speak for Intel on this? 
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SIMON: I think what you have is a real dichotomy between the bio 
and pharma and the electronics, software and probably much other. Gen-
erally no reason for me to challenge a patent unless it becomes a problem 
for me, because otherwise I would be challenging lots of patents that I 
have no incentive to challenge in the ordinary course, other than to paint 
that big target, as Ron [Myrick] said. So if, in the general case, if it has got 
a time limit, I won’t use it much unless there is somebody I know who is 
going to be a problem for me out of the chute, and this is my best shot at 
them. If there is no time limit, I will use it a lot, and I think that is the real 
consideration. And I understand that the incentives in bio and pharma are 
very different, and it may even be that what we need is a two-industry 
approach or multi-industry approach. 

SHAPIRO: Would it help if said maybe prior art could be handled one 
way and other issues another way? Would that help bridge this gap 
between the different industries? 

KUSHAN: This is a good topic to engage on because I think it is 
something we have to start out. I think the 112 issues may be more time 
relevant, so even if we looked back five years, a written description as we 
have seen and applied five years ago compared to what it is today is very 
different as a legal principal. And also evidence in that area may change 
over time. I think one question is, what we do not want in the pharma bio 
industry is to have a crippled system to fight about our patents, take over 
the patent, and dispose of it in the PTO. And so maybe the question is, if 
you allow challenges after some window that we know we can take it back 
to a District Court and fight there because it is too commercially important 
to us to leave it in the hands of the PTO with the limited discovery or lim-
ited proceedings around it. And I do not know if that is something which 
is going to be digestible to the software and non-biotech sector, but I think 
the critical factor is [that] you just do not want to have your patent in the 
Patent Office when you have spent $800 million getting a drug and you 
are about to launch. It is just a very uncomfortable discussion to have with 
your CEO. So it may be not the best fear, but it is a legitimate fear of these 
companies, and we have to find some kind of reality in limiting the access. 

SHAPIRO: I think that shows that the estoppel issues, the ability to 
appeal relates to the time period. There is a complex set of factors that has 
to be crafted. We are not going to be able to do that now, but some of 
these associations that have grappled with this. It will be a really good 
next step to see what they are doing.  

GRISWOLD: The reality of all this when we debated this for AIPLA 
was can we put together a proposal that actually has legs and can get 
through Congress, because we have been involved heavily in the 
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legislative front for a long time and the AIPA [American Inventors’ 
Protection Act] was a big event. I do not think we have anybody here that 
is an independent inventor. I can tell you that there are issues here that are 
compromised based on what we think would be acceptable in the inde-
pendent inventing community. For example, a limited estoppel. And also 
the idea of when you can bring these activities. So you have to keep in 
mind what is passable and what you can get started with. The other piece 
is, I still believe it is important that we walk before we run. We heard a lot 
about how the PTO operates, and I think we better be careful that we have 
a process in place in a nine-month period that works, and then maybe we 
can take it on until later on in the patent’s life. That is our view. 

. . . . 
MONAHAN: The other issue that I think is important, at least from 

our perspective, is retroactivity. Assuming you can do that, because if I 
cannot deal with patents that have been applied for or issued, say, since 
’95 or ’92 or ’93, then before there was a second-look policy, a lot of my 
problems are coming from a particular time frame, so I think I need to be 
able to apply this, whatever these procedures are, to those. And then, go-
ing forward, perhaps there would be a time limit. I actually like the idea of 
a time limit of some sort, but having basically all bets are off once some-
body threatens me, and then, what was the reasonable apprehension of 
litigation, I would have some rights triggered at that point. 

SHAPIRO: Let’s summarize. My sense [is] there is a lot of incentive 
to do something, there [are] probably areas where people can come 
together, but work needs to be done to get that drafted, something that is 
going to work politically, and we will be talking at the end how to make 
things happen. 

So on to [Recommendation] 2. The second proposal is: “To enact leg-
islation to specify that challenges to the validity of a patent are to be de-
termined based on a preponderance of the evidence.” Of course, rather 
than the current clear and convincing evidence. Again, we have heard 
about that earlier today. I think many people would think, most people 
think, this is a very big deal. There are few people that think it would not 
matter, but I think most people think it would be a very big deal. I think 
part of his impassioned plea this morning, Professor Lemley presented 
very nicely the argument in favor of this, which I would summarize as 
saying, “Why should patents get that big presumption if it is such a quick 
look going on now?” That raises the issue of how this proposal interacts 
with other proposals. I think one could take the reasonable view, if you fix 
a lot of the other problems so the patent quality goes up, then the maybe 
clear and convincing would be warranted, but it is not warranted now. So 
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we get into interactions. I think people would say strong medicine and the 
question is, do we need to do that or maybe we should work on other 
pieces first?  

GRISWOLD: I would like to comment on this because no one has 
come forward with the comments that AIPLA—how they analyzed this. 
And it actually is kind of relevant to this whole discussion on how we 
looked at this issue. I think we ought to get out in front on what we really 
have today, because no one today stated this the way our people analyzed 
this. 

SHAPIRO: I think there is a fair bit of consensus among the associa-
tions about this, not the details, but not being thrilled with this proposal, so 
if you could say why and where you guys are at . . . . 

GRISWOLD: What we didn’t hear today, unless I was missing it, are 
the people that looked in this for the AIPLA—which does not support this 
proposal, by the way—[is that] you have to separate the presumption of 
validity from burden of proof. Now, we are looking at the burden of proof, 
and that is what this recommendation is about. Our people say that, today, 
the standard for factual predicate for invalidity is clear and convincing. 
The standard for the persuasive force of that factual predicate is prepon-
derance. . . . And our people would say that this would convert, they 
believe, the standard for the factual predicate to preponderance, and move 
it from clear and convincing. . . . . 

SACOFF: Basically that is right, I mean, to the extent that looking into 
our membership is a window into the IP lawyer community, I think you 
will find that this is probably one of the more controversial recommenda-
tions in the report. 

SHAPIRO: That means you are against it, right? 
SACOFF: The developing view in the ABA IP Section, I think, is to 

oppose this. I think the general thinking is that lowering the burden of 
proof for the facts, as Gary [Griswold] correctly points out, lowers the 
confidence factor and raises the unpredictability factor for all patents and 
not just patents that we might call questionable or dubious. And the feel-
ing is in our section that, when correctly applied, the current standard is 
appropriate and conducive to the right level of certainty. 

SHAPIRO: My sense, talking with other people, is that other organiza-
tions that are similarly placed. Isn’t that right, Herb [Wamsley], for IPO? 

WAMSLEY: That is right, Carl [Shaprio]. We are against it, too. 
Basically we are into fixing other things in the system and trying to fix 
them fast, and we are into fixing the Patent and Trademark Office, 
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willfulness, post-grant. And those are things that can be done, but this one 
we are against. 

SHAPIRO: Jeff [Kushan], very quickly, from BIO. 
KUSHAN: BIO has a lot of concern about this one, so we are opposed. 

I have to slip in a couple of rebuttals to Mark [Lemley]’s characterization 
earlier. First, one of the big problems we face in the Patent Office is they 
chop our patent applications up into a hundred separate applications. So if 
you take his math, that is 1,700 hours per invention that they are getting 
for each one of our inventions of processing time, not seventeen. And that 
is an important factor to keep in mind. The second thing is there are about 
three million patents, four million patents, enforced today, and about 5,000 
of them are in litigation right now, and we have a lot of licensing behavior 
which is predicated on the presumption of validity. . . . . 

SHAPIRO: I could see why the patent holder is in a stronger position 
because of the presumption, but what do you mean “predicated on”? 

KUSHAN: In our sector, quality is not a big problem. We certainly 
have issues of validity of patents, but it is not perceived to be as bad as 
other sectors. And I will say this because we have a better prior art 
foundation, all of our art is in the literature, our issues are fairly mature, 
and, again, the Patent Office is chopping up our patent applications into 
microscopic pieces, and so a patent examiner gets twenty-five hours to 
take a little tiny piece in our world, he is going to get a pretty good 
answer. And in that setting we feel generally comfortable that many of the 
patents that get out are going to be valid, and I think that concerns that 
other sectors have may not be as pervasive as they are on the biotech 
sector. 

SHAPIRO: So the presumption you feel maybe more warranted in 
your area. . . . . 

. . . . 
MYRICK: This is one position that USCIB does have. I do not neces-

sarily agree with it fully myself, but I want to state it on the record that 
USCIB is against Recommendation 2. However, I do believe personally 
now that, to the extent that clear and convincing applies to something that 
is unexamined, it is unjustifiable, so I think there is a balance here that can 
be drawn, but for the record, I need to say that USCIB is against this pro-
vision. 

SHAPIRO: I think we got a good sense of there is sort of the lack of 
support, at least in those quarters.  

Number 3, having to do with obviousness: “Tighten certain legal stan-
dards used to evaluate whether a patent is obvious.” This touches on the 
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commercial success test and the suggestion test, both raised here. Maybe 
Bob [Barr], you wanted to talk about this one. 

BARR: . . . Going back, the presumption of validity is in the statute, a 
burden of proof is not, so [the burden of proof is] a judicial creation that I 
do think is unjustified. The reason I went back to that is because people 
have said, “Well, let’s fix the other stuff first.” This is pretty easy to fix, 
the burden of proof, if we decide to fix it. The issues around obviousness 
are much harder to fix, I think. It is harder, and we had a really good panel 
this morning on it. I learned some things and some new ideas, but I do 
think the standard itself as written is correct. I think as applied by the court 
and the Patent Office as told to apply it by the courts, because I do not 
blame the Patent Office, I know they try to reject some things that they 
think are obvious, and then the court reverses them, so I will try to only 
make one enemy with these comments. But I think it is a subjective stan-
dard, and the attempt to apply objective tests to it have led to a lowering of 
the standard. The basic cause of the problem that we face of people of or-
dinary skill in the art—don’t let my engineers know I called them that—by 
people in the art sort of stumbling into potential infringements of patents 
that should not have issued, because it should not have worked that way. 

SHAPIRO: Let’s again hear from the association representatives about 
this obviousness proposal, maybe Gary [Griswold], want to do this again? 

GRISWOLD: Our view on that one was that we put this in a support 
category because, and the way we looked at it, it really was not advocating 
a change in existing law. If is not to change existing law, then we are okay 
with it. But if it is a change in existing law, put it in the case law. 

SHAPIRO: Wait, it says tighten certain legal standards. Are you in fa-
vor of tightening the standards? Or do you just want to leave them where 
they are? 

GRISWOLD: I want them to be applied the way I think most of us 
think the existing law is, and that is what our view was. You will see it in 
the paper. That is the way of art.  

SHAPIRO: Okay, Bob [Sacoff]? 
SACOFF: We do not favor changing existing law.  
SHAPIRO: Or tightening standards? 
SACOFF: We think the standards are correct and, if applied correctly, 

that is the way it ought to be. 
SHAPIRO: Herb [Wamsley], do you want to talk some for IPO on 

this? 
 WAMSLEY: We do not favor changing what we have perceived to be 

the case law currently. Let’s say on that suggestion to combine issues, it 
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appeared to some of us that, just about the time the Federal Trade 
Commission started its hearings a couple years ago, there were two or 
three cases that came out of the Federal Circuit that might have been aber-
rations, and those cases appeared to say that you had to have an explicit 
teaching of a motivation to combine in the references. But I think even the 
final report of the FTC has a footnote or a clause in it acknowledging that 
some of the cases that came a little later seem to be swinging back. And I 
think if you look at the group of the cases decided from the Federal Circuit 
over the last two, three or four years, or at least that is what some our 
people think, is that they were really consistent with what the FTC Report 
is recommending. So we do not see a need to change anything. 

SHAPIRO: I think we will leave that wonderful clarity on that ques-
tion and move on. I want to kind of lump together to some degree the 
fourth and fifth proposals. The fourth one says “Provide adequate funding 
for the PTO.” Now I found very few people who favor inadequate funding 
for the PTO, and the National Academy of Science certainly is on board 
here, too, with supporting. So the question, I think it really is how much 
money? What does adequate mean? Should we think of that in terms of 
fee diversion or what? But I think the bigger set of issues are, are we going 
to link resources to performance or some sort of reform or pressure? Is 
there a quid pro quo? Because people won’t say, well, it is fine to give 
them more money because they are overworked and these workload 
statistics are pretty clear, but if they are just going to issue you more 
questionable patents, I do not want to give them more money.  

So I just want to wrap the funding issue together with Proposal 5, 
[which] talks about modifying certain PTO rules and implementing 
positions of the PTO’s 21st Century Strategic Plan. I want to kind of 
frame that together. Just a quote from the 21st Century Strategic Plan, it 
says: “Today the USPTO is under siege. Patent application filings have 
increased dramatically throughout the world. There are an estimated 7 
million pending applications in the world’s examination pipeline, and the 
annual workload growth in the previous decade was in the range of 20-30 
percent. Technology is becoming increasingly complex, and demands 
from customers”—I think that is patent applicants—“for higher quality 
products and services have escalated.” And they talk about this plan will 
make them agile and productive. I fear that productive might mean more 
patents, but I am not sure about that. They do say that the U.S. industry 
and the public will benefit from stronger, more enforceable intellectual 
property rights. So there is a little bit of flavor. And there is a whole set of 
proposal questions. Many people here know better than I do what they 
propose to do and would like to do with more resources. And I think you 
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have heard about this notion that there is a culture maybe that they are try-
ing to issue patents, the incentive structure there. So I guess I want to push 
everybody a little bit into not just the money, but whether, in addition to 
implementing their plans, kind of how we can really ensure in that process 
that patent quality goes up. Ultimately, we are here talking largely at this 
stage is patent quality. There are a series of sub-proposals here, I won’t 
read them, but I will let people speak to them as they will. I would like to 
start with Herb [Wamsley]. I know you have been close to this process, 
certainly the funding side of it. . . . . 

WAMSLEY: Well, this is one of our favorites at our association. We 
do lobbying and this is our #1 lobbying issue right now. I think this is one 
where something can be done to change the patent system this year. There 
is a bill that is already past the House and it is in the Senate, H.R. 1561, 
and that is a bill that brings about $200 million additional into the PTO, it 
has a provision to stop Congress from diverting that money to unrelated 
government programs. And the people that are working on this, Carl 
[Shapiro], in answer to your point, consider that their support for this bill 
is contingent on the Patent and Trademark Office improving quality in the 
several ways that the PTO has outlined in our 21st Century Strategic Plan. 
That plan is very detailed, it has some things mentioned here like the 
second pair of eyes, but they also are calling for money for more recruiting 
of talented examiners, for better training of examiners, for recertification 
of the competence of examiners, and a number of other things. And we 
think the appropriators and the Judiciary Committees in Congress are 
looking at this as a commitment by the Patent and Trademark Office to do 
these things if the bill passes. I do not think that giving this money means 
more patents, although it does mean working off this terrible backlog in 
the electronics areas, but it means more quality, too. 

SHAPIRO: Gary [Griswold]? I know you are close, as well, to this 
process. 

GRISWOLD: I have personally spent a lot of time on this legislation 
and also on the 21st Century Strategic Plan. Definitely, we would not 
support this extra funding if it wasn’t because we thought the 21st Century 
Plan would turn into something. And we will be watching every step of 
the way. So that is the way we look at it.  

We support an end of diversion. We will not accept increasing our fees 
15-25 percent, which is substantial for everybody, without having an end 
to diversion. That money has to go to the PTO to fix the PTO, and that fix 
is in there. Looking at Recommendation 5, we supported the second pair 
of eyes and the forging the balance between the public interest and the ap-
plicant’s interest. We always looked at it that way, but I think there was a 
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period where the PTO got a little off on a tangent of talking about custom-
ers. The public is a big customer at PTO. 

SHAPIRO: My polling of the panel is that everybody is really there in 
terms of more resources for the PTO and it is a question about how to 
make sure they are used well.  

MYRICK: One thing that is not in the Strategic Plan, the 21st Century 
Strategic Plan, at least explicitly, and I think it is implicitly, in fact, 
avoided. As Mark [Lemley] well described today, and I think as was men-
tioned earlier by Jeff [Kusham], in most of the org units, they have seven-
teen hours to do the entire job as examiners. In the bio art units, I think 
they get twenty-five. That is an awfully little amount of time to be able to 
do the job they have to do. The 21st Century Strategic Plan does not ad-
dress the fact that examiners need more time. And I would personally like 
to see, and this is a personal opinion, some reallocation of some of those 
resources to give examiners more time to do the job because I am not sure 
how you get more quality if you are trying to jam more stuff through the 
same mental pipes in the same amount of time. 

SHAPIRO: I would just point out that, of course, if you do this post-
grant review procedure, that is going to take a bunch of resources, too, so 
it puts a little more pressure on it.  

SACOFF: I just wanted to add a quick note on the anti-diversion. Eve-
rybody lines up on that, but this is the one thing we actually do have ABA 
policy on. Calling for an end to the diversion of the PTO user generated 
fees not only is a policy of the ABA IPL Section, it actually has been 
escalated to a policy of the American Bar Association. It was actually es-
calated to one of the eleven or twelve legislative priorities of the American 
Bar Association, along with death penalty issues and everything else. That 
is how important this is viewed in the ABA as a matter of jobs in the econ-
omy. 

. . . . 
KUSHAN: We do have a slightly different perspective in BIO than in 

some of the other trade associations on some of the minutiae of this ques-
tion. As I mentioned before, in the biotech area, we are being subjected to 
a process which yields way too many patent applications sitting inside the 
Patent Office, and that has created an overhead and a backlog which is es-
sentially artificial. So there needs to be a more coherent look at how the 
Patent Office has structured its examination policies to get a better work 
product out. There are two elements of this, one, which we have great 
passion about, is this issue of dividing of the applications unnecessarily. 
That is very inefficient to take and essentially segment over time and 
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among different examiners a single invention for examination. The second 
thing which has kind of dropped off the radar screen, which we think is 
unfortunate, is the idea of deferred examination, or non-mandatory exami-
nation of every single patent application that comes in. There is a huge 
wave of patent applications that lands at the Patent Office every year, and 
very few of them two years out, or one year out, have the same passion of 
commercial value for the applicant. 

SHAPIRO: So are you willing to pay more to have yours sped up? 
KUSHAN: Well, that is one model that many countries follow. And 

the question that we are struggling with, and obviously there is a balance 
of letting these things languish as land mines in the Patent Office, which 
we very much do not want to have, but at the same time, if there were an 
obligation on a patent applicant to pay to trigger the examination within a 
certain period of time, by default, a certain percentage of the work the 
PTO has to do would drop off, drop off their workload. And so that kind 
of thinking needs to be done and it has not yet been done by the FTC. 

SHAPIRO: Just to frame the whole pendency question, in the 21st 
Century Strategic Plan, the PTO says they hope to achieve twenty-seven 
months overall patent pendency as a goal by 2008. I was not impressed 
particularly, but I guess it is a lot of work, so that is the sort of thing we 
are talking about anyhow. So it is not about to go away. Kulpreet [Rana], 
you had a quick comment here? 

RANA: Going back to some of the comments that were said yesterday, 
as well, I think a lot of people here are in favor of the increased funding, 
and Carl [Shapiro], to your question about whether it should be linked to 
some requirements that the PTO actually improve its process, I would 
hope part of what we would be able to do is to actually get the PTO to buy 
into some of the changes that we all think need to be made. And rather 
than trying to motivate them with specific requirements, if we had buy-in, 
I would think that would be a better process, or in combination. 

SHAPIRO: I will glide over number 6 and go to number 7. Number 7 
says, “To enact legislation to require publication of all patent applications 
18 months after filing.” To remind you all that the 1999 legislation 
end[ed] up causing publication of apparently about 90 percent of the pat-
ent applications, according to the FTC’s Report. This would then kind of 
do the extra ten percent.  

Rather than go around the table, I will represent to you that everybody 
here is in favor of this. There is a range between “in favor” and “strongly 
in favor.” Of course, part of this is to prevent submarine tactics and hold-
up. It helps promote the disclosure process.  
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Ron [Myrick], I think you had an interesting point about how we can 
deal with the concern that somebody might file a patent, the application 
would be disclosed, then the patent would get rejected and they would say, 
“Oh, this is really not fair. I had to disclose all that stuff and I didn’t get 
anything in return.”  

MYRICK: There is a quid pro quo here. People are giving disclosure 
of their vital information which they otherwise could keep as a trade secret 
for some period of time, an exchange for a patent. However, with the 
current pendency, or the target pendency at twenty-seven months, 2008, 
they may not even know on the date of eighteen months that they have to 
have their application published, whether or not they are going to get any 
patent at all. And I think it is incumbent upon the system to not put the 
applicants in the bind of having to bet on the outcome. They do not know 
whether they are going to get an examination that is going to give them a 
patent when they have to let that disclosure go, so they may have to let it 
go in the dark, and that is not fair. I think what we should be targeting is 
the First Office Action, telling [applicants] whether or not they have got 
anything at all in prospect, to be provided to them sufficiently in advance 
of the eighteen month publication date so that they can decide whether or 
not they want that publication to go forward, or would like to withdraw the 
case. Now, that is only fair. And because they are giving up significant 
rights by that publication and they do not know anything at this time, at 
least in some arts, particularly in the longer pendency arts such as the 
computer arts and the information arts. So it is I think a challenge to the 
system to improve the system at least that much, in many of the arts. By 
the way, I have to say, having been with a rather large company that Todd 
[Dickinson] mentioned recently, that we did not have a lot of this problem 
in many of the businesses we ran. Of course, we ran a lot of businesses, 
but I think it is a problem that is endemic in some of the information tech-
nology businesses. 

. . . . 
BARR: Although I agree it is a problem, I always thought it was a 

great feature when I was a prosecutor that we could just tell the client they 
could decide at the end whether to give up their trade secrets. But, Ron 
[Myrick], if it is something valuable, then [aren’t] the chances of getting a 
patent are pretty high? So if your assumption is they are giving up 
something valuable, why wouldn’t they get a patent? 

MYRICK: It depends upon whether or not they know how valuable it 
is going to be at the time they have to make that decision. 

SIMON: If I may? I take a very different view than Ron [Myrick] be-
cause, in my view, the function of the patent system is to get technology 
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out to society. And people are taking up a public resource, which is I be-
lieve a very valuable public resource, and if you are saying, “Well, you 
can start playing and then decide based on where you think it is going,” I 
think you are really undermining one of the features of the Patent Office, 
and this is a real problem because a lot of technology changes very fast, 
and if you don’t get the stuff out fast, you are going to have a real prob-
lem. 

SHAPIRO: I view that as sort of a nuance, possible angle, and the one 
area where somebody might object to this . . . . But overall, extremely 
strong support for that and, again, many patents have been subject to this 
already so we have evidence that it does not appear to be causing prob-
lems. So this is kind of clean it up and get it done for 100 percent. 

Proposal 8 has to do with prior use rights: “To enact legislation to cre-
ate intervening or prior use rights to protect parties from infringement al-
legations that rely on certain patent claims first introduced in a continuing 
or other similar application.” There has been some discussion about this. I 
think a fair bit of concern about continuation practice, and how it can en-
snare companies and be part of hold-up problems. My own research is on 
prior use rights, so I am particularly interested in this area. It seems like 
there is really almost unanimous support for this, and I would like to have 
a few of the folks just explain where they are at, who have crafted propos-
als. 

GRISWOLD: I have been a prior use buff since the early ’90s when 
the Senate first passed a bill that was a broad prior user right, which did 
not pass the House in time. But, the AIPLA view on this is that we don’t 
believe there should be a prior use right that attaches to something—a use 
that begins after the effective filing date. We believe that the prior user 
right statute today that has some limitations on subject matter, has a re-
quirement that there be a one-year reduction in practice one year prior to 
the filing date, and does not include substantial preparation. That the 
statute should be changed to fix those things. But we don’t support mov-
ing the date downstream so that would occur during the prosecution. You 
get into all sorts of unintended consequences where we are not even sure 
of, including more derivation questions, and so we don’t support that. We 
think that the publication of patent applications helps us. All applications 
will help us on the issue of some patent claims showing up later that will 
be a problem, not perfectly, but that is our direction and belief. 

SHAPIRO: Bob [Sacoff], want to talk to the ABA? 
SACOFF: I think we are pretty consistent with that. Just in the interest 

of brevity, let me read you the pending resolution that we have got subject 
to adoption. “It is resolved that the Section supports in principle the com-
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mercial use, including substantial preparations for commercial use should 
be recognized as a personal defense to patent infringement if undertaken 
in good faith by a person who has reduced the patented invention of prac-
tice prior to the effective filing date of the patent. Specifically, we support 
an amendment to the American Inventors Protection Act in ’99 providing 
for such rights to remove restrictions on the enjoyment of such rights in-
consistent with this principle.” And those are some of the limitations that 
Gary [Griswold] was referring to. 

. . . . 
[Speaker unknown]: Tentatively, we are in agreement with the other 

associations. And another point is that the type of prior user right that 
Gary Griswold is talking about, which is somewhat different from what is 
in the FTC Report is what you have in several countries abroad now and 
that has worked well and we would like to see the more limited prior user 
right that was in the ’99 Act expanded that way. 

SHAPIRO: So, I think we have a lot of affirmation here for what the 
FTC is proposing. 

BARR: What are you saying? You are saying that the industry repre-
sentatives support it, but the organizational ones don’t. Is that what you 
are saying? 

SHAPIRO: No. 
BARR: What you said is obviously important. I just heard all the in-

dustry organizations opposed the FTC proposal. Did I get that wrong? 
SHAPIRO: I think that they are all supporting it. 
GRISWOLD: What we support is expanding the present prior user 

right, but the present prior user right has its effective date, the effective 
filing date of the patent application. What the FTC’s proposal was to also 
provide a prior user right that could occur by activity prior to broadening 
claims during the pendency of a patent application. That part, we do not 
support because we are concerned with the unintended consequences of 
derivation issues. We do not even know what would happen there. It gets 
into a whole bunch of questions of why a person’s company prosecuted, or 
an individual prosecuted a case the way they did, and so we do not support 
that piece of it. So we support expanding the present prior user right, but 
not changing the date. 

SHAPIRO: So it wouldn’t just apply to business methods . . . . 
GRISWOLD: It would apply to everything. 
SHAPIRO: And you don’t need to do it one year before the application 

. . . . 
GRISWOLD: Right. 
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SHAPIRO: Any time before. You would support that, but not so much 
in this continuation. 

GRISWOLD: If the claim was not there and then you had a broadened 
claim. I even figure where they have a broadened claim or not, it is a 
whole continuous snake pit. 

SHAPIRO: I thank you for helping. I do not think I did make it clear, 
hopefully we have got it clear now.  

BARR: I would like to support the FTC proposal. I wanted to highlight 
the difference between the industry representatives and the organizations. 

SHAPIRO: Any other industry folks want to say, “Yeah, I really sup-
port the FTC” or not? 

KUSHAN: I will mention that I am not really, either in this capacity, 
because BIO is a trade association made up of companies and not neces-
sarily the lawyer associations. This issue is complicated and I don’t know 
that it can get unqualified support in any reasonable sense, but what I think 
it is important to pull out the difference that has been pulled out, which is 
this is talking about vesting a right to any use of an invention after the fil-
ing date of a patent, and certainly there are instances where the continuing 
practice has been abused, but we have got a lot of applications pending 
now which have been chopped up again by the Patent Office. 

. . . . 
MR. KUSHAN: Sorry to keep going back to that, but, you know, it 

bleeds over into a lot of different topics, and so I think it is much more 
complicated than the FTC gave it credit. 

SHAPIRO: Let us move on to [Recommendation] 9, the willfulness: 
“Enact legislation to require as a predicate for liability for willful in-
fringement either actual written notice of infringement from the patentee, 
or deliberate copying of the patentee’s invention knowing it to be pat-
ented.” There is a widespread view that the current willfulness rule is not 
working well, it is disrupting the disclosure, there are people who don’t 
want to even read patents, and it gets involved with this whole issue of 
when you waive attorney-client privilege. And Mark Lemley has written a 
great article on this, like everything else. So there is a lot of support here. 
Of course, we get into the particulars. But I did find, in addition to the as-
sociations which want to see some change here, we do have the Knorr-
Bramse case, so a lot of people are saying, “Well, let’s wait and see 
exactly how that plays out and then we’ll see what else we need,” which 
seems to me is hard to argue with since it should happen this year. We 
heard a little bit from some companies. I was impressed with the strength 
with which a number of company representatives felt like this willfulness 
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thing is a real problem that can be fixed and they want it to be fixed. I 
don’t know if you guys want to kind of weigh in on that, but I heard that a 
lot and I think that should come through today, not just from me, but from 
you guys. 

MONAHAN: I think it is probably because this is one of the biggest 
distortions of the system. This is one of the greatest imbalances. All of 
those extra ten percent of applications probably doesn’t do me much good 
because I’m afraid to look at them anyway. I have been threatened with 
letters with patent applications, not just patents, so I get to double my fun. 
I think that we support some standard that gives us some certainty. I want 
to know that something is required before I am on notice. I want to be able 
to act reasonably, I want to be able to act responsibly within my industry 
to try to do the right thing. Right now, there are a million different facts 
which are brought to bear and parties attempting to demonstrate willful-
ness. Oddly enough, notice is usually not one of them, at least in my ex-
perience. It is usually something which, again in my experience, was in-
tentionally deceptively orchestrated by a plaintiff’s lawyer or by a com-
pany. I am not asking to avoid responsibility. If you think I am infringing 
something, just let me know. But when you get these squirrely letters, or 
you get invitations to license which later get conveyed to a jury as a “you 
must have known, you must be willful,” that is a problem. And, of course, 
the result is that when you do your settlement analysis, even as tough as 
we are in fighting these cases, you have to factor in that additional factor 
of, “God, what if the worst thing happens and we get treble damages?” 
And, you know, I have been lucky so far not to see treble damages, but it 
is a factor which, like punitive damages in civil cases, I think is out of 
control now, particularly in places like Marshall, Texas, which is why a lot 
of people are settling cases that are based upon patents which probably 
should not have ever gotten out of the Patent Office. 

SHAPIRO: Kulpreet [Rana], how does this look from Google’s per-
spective? Is it similar? 

RANA: I think we face some of the same difficulties that Jay 
[Monohan] was referring to. We receive letters kind of regularly, 
increasingly as we have become more visible. We are a bigger target. I 
think we are definitely aligned with the FTC’s proposal in the sense that if 
you deliberately copy with knowledge that something is patented that, you 
know, it makes sense that that would give rise to willful infringement. I 
would like to think a little bit more about the Notice Letter provision of 
the FTC’s recommendation, just because I do kind of wonder what effect 
that will have on people’s behavior and whether that will give rise to 
[more letters]. I already get plenty of notice letters, I do not particularly 
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want to get a ton more that I am going to have to spend a lot of time to re-
view. And I think it would be interesting to maybe think about some kind 
of a consequence for people who issue notice letters, for example. And 
maybe that ties into things like post-grant review that we have been dis-
cussing earlier, where maybe if you issue a notice letter that creates suffi-
cient reasonable apprehension that the person receiving it could initiate 
some kind of a review, and maybe the cost associated with that is enough 
to regulate the conduct of the people who are, you know, sending those 
out. So I think it is an interesting thought. There are some things to kind of 
think through a little bit more there. 

SHAPIRO: Do you want to say something, Bart [Eppenauer]? 
MR. EPPENAUER: As I said before, we strongly support this 

recommendation. In response to your comment, I think that if you have 
this burden placed on the letter writing, that will reduce the letter writing 
because in our experience when you challenge somebody to send you sort 
of a soft letter, to prove it up, it takes a long time to get that information 
from them, and yet you are still in a willfulness situation. So I think it is 
really going to help. We are strongly in favor of it and we are strongly in 
favor of removing adverse inference and trying to avoid the whole waiver 
of attorney-client privilege, which is a real problem in litigation. 

MONAHAN: Let me just add that. Right now the letter writers have 
their cake and eat it too because they can send you a non-notice letter 
which costs them almost nothing, and then preserve the ability to make an 
argument later. I am intrigued by there being a consequence because if I 
had a dollar for every letter that either we never heard from again or never 
responded when we wrote to them, we would be rich. So I think this is an 
important area, and I am concerned about inviting more. But I really think 
if you put a consequence, you can put a standard on these things, that the 
incentive to write them would be reduced, and the people who wrote the 
letters would really believe that they have a claim. And that is what we 
ought to be dealing with. 

. . . . 
BARR: First of all, when the letter writers go away, that is reward in 

itself, so I am okay with that one. I support the recommendation strongly 
and I just don’t think anyone has mentioned what I think is the most im-
portant basis for it is that we can again allow engineers to read patents 
because, at least to me there is enough ambiguity in the case law that I 
have to discourage engineers from reading patents and in their prior art 
searches because that might be enough for willful infringement. But hav-
ing said that, I will attempt to improve on what Mark said this time be-
cause he referred to his article, and I strongly recommend that you read the 
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article on willfulness—because the recommendation there, after [Lemley] 
discusses all the problems, he solves the problems by proposing that wil-
fulness can only occur at the time you develop the product. If you copy a 
product or a patent at the time you develop the product, then you could be 
liable for willful infringement, but just because you are down the road in 
what Professor Shapiro calls a hold-up situation, where it is very difficult 
to modify your product, now you get a notice and you get an opinion, but 
can you back out? That is a tough problem, and the triple damages penalty 
for not getting an opinion or not producing it in court or for not having one 
that satisfies the requirements is a little drastic in the hold-up situation. 
. . . . 

SHAPIRO: I want to close this part on I think that happy consensus 
that industry, I think, really wants change here, they feel this is my sense, 
and FTC has identified some specific ways to do that. Of course, there will 
be some more discussion about how to implement it. But I hope this will 
happen and it seems to me we have taken a step in that direction.  

VI. CONCLUDING REMARKS 

Mozelle Thompson, Commissioner, Federal Trade Commission 
 
THOMPSON: I am very impressed that we are here at the end of a 

Friday afternoon and there are actually more people here than we started 
out with this morning. And that is very impressive because I began this 
morning by noting that today’s event had the potential to be a watershed 
moment in the future of innovation in the U.S. Now, some might criticize 
that statement as a bit of puffery, but based on the excellent discussion that 
I have heard today, I am convinced that is true. So at the outset, 
congratulations, give yourselves a hand. 

Now comes the hard part. How do we take our gaggle of bright ideas 
and keen insights about patent law and process and turn them into some-
thing more meaningful about innovation in our economy? Or how do we 
capitalize on this opportunity to make the patent system more accommo-
dating to innovation in the world that we see today, especially in high 
technology and biotechnology? And here I might have a few suggestions.  

First, I would encourage the people in this room to create an organized 
and continuing voice of technology and academics to take advantage of 
the opportunities to support innovation through improvement of our Patent 
System. I am always struck sitting in that strange place called Washington, 
D.C., that when you are considering some questions like these questions I 
am reminded of the movie Ghostbusters—“Who you gonna call?” And all 
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of these people have interesting views, and in looking at our report, it is 
important to recognize it took almost two years to locate all of those re-
sources, and most policy makers are not in that position. So creating an 
organized and continuing voice is very important.  

Second, I think it is also helpful to create an ongoing resource for poli-
cymakers so that we can understand how intellectual property is used in 
information technology and biotech. In the context of doing this report and 
being here, and listening to the many people, some of which are here 
today, I thought it was very enlightening to hear not only viewpoints, but 
positions and practices, anecdotes, and data. Sometimes that information 
doesn’t filter very well back East. Holding yourself out as a resource is 
very important.  

Third, I would implore you to continue the momentum generated here 
by developing ongoing mechanisms to discuss among yourselves the spe-
cific issues raised here today, and identify areas of consensus.  

Fourth, and maybe this is something that is a bit of a challenge to all of 
us, is talk to the public about your stake in innovation and in intellectual 
property, and why it is important to them. And be able to talk about the 
markets that you deal in and how fast they change. In other words, tell 
people why this issue is important.  

Now, I am happy to say that I can make an announcement here, and I 
don’t want people to say that this is a light announcement because I think 
it is significant, that a core group of leading technology companies are 
willing to take the first step today by working together, and it may start by 
a public announcement, that they agree that there is an opportunity to 
make the patent system more responsive to technology and innovation, 
and that they agree to meet and have a continuing dialogue among them-
selves, academics, and policy makers about the proposals discussed here 
today. Now those companies include Cisco, Intel, eBay, Semantec, Chi-
ron, Microsoft, and Genentech. So with that announcement, I think you 
are off to a very good start. And I thank you all for getting us to this point. 

Now, although I may live to regret it, I look forward to sharing this 
ongoing relationship with you all as you refine your views and we con-
sider how innovation can thrive in America. So, congratulations, and 
thank you all for being here. 


