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OBVI OUSNESS PANEL

MR, LEMLEY: |If we could have the panelists for
t he Qobvi ousness Panel conme on up? W have a
di stingui shed panel. W are going to hear from Professor
Rochel | e Dreyfuss at NYU; from Todd Di cki nson who, for
the next week or so, is at Howey Sinmon Arnold Wite, and
wi |l then beconme I P counsel at Ceneral Electric;
Prof essor John Barton at Stanford University; and,
finally, fromRon Laurie at Inflection Point Strategy.
Everybody is going to talk for a very brief period of
tinme to enable us to have sone conversations anong the
panel , and then sone conversations with all of you.

M5. ElI SENBERG  Thank you very nuch. | am
| osing ny voice which is a good enforcenent to be brief
in ny opening remarks. | found this FTC report very
interesting. | look forward very nuch to reading the
Nat i onal Acadeny’s report. In wading through sone of the
testinmony in the Powerpoint slides and all of the
wonderful resources fromthe FTC study that were up on
the web, | was struck by the w despread perception in
vari ous quarters that the non-obvi ousness 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 fromthe chaff, of
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di stingui shing those inventions that need the incentive
of a patent in order to be called forth fromthose that
are likely to be forthcomng in short order. |In any
event, because they are the lowlying fruit in the
particular art, sonething that is within easy reach of
ordinary practitioners. And so | began readi ng through
the cases in chronol ogical order and the picture that
energed 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 decisions. This is very different than what you
woul d expect from | ooking at the | anguage of the statute.
| apol ogi ze for having no Powerpoint slides, maybe you
can think back to Peter Minell’s excellent slides
yesterday, and right now you see behind you the | anguage
of the statute which says that “if a patent may not be
obt ai ned, though the invention is not identically

di scl osed or described,” blah, blah, blah, “if the

di fferences between the subject matter sought to be
patented and the prior art are such that the subject

matter as a whol e woul d have been obvious at the tine the

i nvention was made to a person having ordinary skill in
the art.” Now, reading that |anguage, it sounds |like the
person having ordinary skill in the art is the ultimte

determ nant of what gets a patent. That is the person
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whose judgnment and perceptions should control. And that
makes sense, that is a sensible standard if the point of
the requirenent is to distinguish those inventions that
are likely immnent with or without a patent fromthose
that are not. So it seens to call for an exam nation of
what the invention would have | ooked |like at the tine it
was made to the inventor’s contenporary peers in the
technol ogi cal community. But this poses, of course, a
couple of admnistrative difficulties in inplenenting
such a standard. First is the tinme frane, this is a
difficulty that has been nuch remarked upon by the
courts, particularly the Federal Crcuit which is
constantly adnoni shing the exam ners to avoid falling
into the hindsight trap. They are very aware of the
difficulty of telling today what woul d have been obvi ous,
you know, two years ago. The worry there, of course, is
that the standard wll be set too high, that sonething

t hat seens obvi ous enough once we have it in hand, in
fact, was not obvious before that point. The second
difficulty, though, is the one that I am concerned wth,
and one that has been ignored, which is how do you bring
to bear upon these determ nations the perspective of a
person having ordinary skill in the art if the standard
is adm ni stered and revi ewed by people who do not have

ordinary skill in the art? The Federal Crcuit, again,
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has been obsessed with the first difficulty, but has
virtually ignored the second difficulty. Wen it speaks

of the second difficulty, of the difficulty of discerning

t he perspective of a person having ordinary skill in the
art, it conflates the two issues. It says the reason
that we | ook to the level of ordinary skill in the art is

to avoi d hindsight, when in fact it is areally different
problem and it is a problemthat points in the other
direction. The worry with hindsight is that the bar wll
be set too low, the worry with the difficulty of
i npl enmenting the ordinary skill level is that the bar -
excuse nme, it is the opposite — the worry with hindsight
is the bar will be set too high, the worry with the
PHOSI TA problemis that the bar will be set too | ow.

Now, the Suprenme Court in its decision in

G aham v. John Deere listed | evel of skill as one of the

basic factual inquiries that needs to be determ ned 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 invention before it was
patentabl e, and that was true in other cases as well.
They would point to a level of skill as the statute
required themto do, as sonething you have got to

determ ne, but then once they determ ned that, they would
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set it aside and they would | ook at the prior art and
they would do their own eval uati on of whether the
di fferences between the prior art and the invention were
obvious or not. The |ower courts have done the sane
thing. They recite that they have refined | evel of
skill, they make findings sonetines. They wll say, you
know, the ordinary practitioner is sonebody with a
Bachel or’s Degree in Mechani cal Engi neering and six years
of experience working on this or that, and then they do
nothing with it. Sonmetinmes they forget to nake those
findings and then, on appeal, the Federal GCrcuit wll
say, “Well, this is harmless error.” And as they have
applied the standard, it has got to be harm ess error
because it is not doing any work. So instead they al
focus instead on the prior art references, the witten
record of prior art, and what it reveals. The person
having ordinary skill in the art is consulted as a reader
of references, rather than as an eval uator of
obvi ousness. So they wll refer to the skill level, to
the training, to discern what the reference would reveal
but not to go beyond that and eval uate whet her the
i nventi on woul d have been obvi ous.

There are a nunber of reasons, | think, why
this has happened. First is what | call the “plotter

presunption,” the presunption in the case |aw that the
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person having ordinary skill in the art is uninmginative,
uncreative, is not an innovator, thinks along
conventional lines, and this was expressed nost starkly
perhaps in a past issue they quote in the paper from

Judge Ritch in the case of Standard G| vs. Anerican

Cyanam d, where he says, “The statutory enphasis is on a
person of ordinary skill and one should not go about
determ ni ng obvi ousness under Section 103 by inquiring
into what patentees, i.e., inventors, would have known or
woul d |i kely have done faced with revel ati ons of
references. A person of ordinary skill in the art is

al so presuned to be one who thinks along the |ine of
conventional wsdomin the art and is not one who
undertakes to innovate whether by patient and often
expensi ve systematic research, or by extraordinary
insights, it makes no difference which.” So he is

presum ng, in other words, that the person having

ordinary skill in the art is sonebody who falls beneath
the skill level of patentees. This is, | think, a deeply
fl awed approach that cannot possibly be right. It seens

i nconsistent with the statutory |anguage and it seens to
be either circular or a dowmward spiral, nore likely a
downwar d spiral because what happens is, if you exclude
patentees in determning what is the level of ordinary

skill, then you are constantly | ooking bel ow that |evel
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8
to figure out what ordinary skill is, but then the top of
that range, presumably, is patentable, right? And so
then you drop the level down further. You exclude the
nost innovative of the plotters and, then, because they
becone 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 PHOSI TA setting the

standard of patentability, we have the standard of

patentability setting a ceiling on the skill |evel that
we are willing to ascribe to PHOSITA. It is just
conpletely inverted. So that is one, | think,

fundanmental problemis that, by presum ng that PHOSI TA
has no capacity to i nnovate, we have nmade anythi ng t hat
is different fromthe prior art appear obvious. Second
nmove, | think, that has accel erated the marginalization
of PHOSI TA has been the Federal Circuit taking a strong
position that the determ nati on of non-obvi ousness, that
the ultimte determ nation of non-obviousness is a
guestion of |aw subject to plenary review, rather than a
guestion of fact. And, of course, it is a m xed question
of law and fact. The standard itself is a |egal
question, but the application of that standard to the
facts of particular cases is something that involves — it

is essentially a case specific factual determ nation.
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They do not see it that way. But if it were seen as a
factual determ nation, then you could consult some person
out inthe field there to figure out what it neans. |If
it is a question of law, then the evaluator’s judgnment
does not matter and, in fact, PHOSITA is incapable of
determ ning questions of law. PHOSITA has no skill in
the art of |aw

Anot her nove has been the el evati on of evidence
of secondary considerations or objective evidence that
the Federal Crcuit calls it, evidence of how the
i nvention was received in the marketpl ace as bearing on
t he question of obviousness. |f you read the statutory
| anguage, it tal ks only about the technol ogi cal
eval uation of the evidence fromthe perspective of
t echnol ogi cal workers of ordinary skill. The so-called
secondary evi dence, or objective evidence, is all about
how custoners receive the invention, howit was received
in the market place, which, again, nakes the perspective
of custoners nore relevant than the perspective of
t echnol ogi st s.

Anot her nove has been the — and all of these
were outlined again yesterday, | feel like | can refer to
themin summary fashion — the suggestion test for
conbining the disclosures in references. |If we go back -

how old is Wnsl ow Tableau? If we go back sonething |ike
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10
30 years -- ‘63 — 40 years, 41 years. W pictured the
person having ordinary skill in the arts sitting at his
bench surrounded by prior art references, able to cul
together these prior art references with ease in order to
i nnovate. Today, the Federal G rcuit insists that there
be sone sort of explicit show ng of notivating suggestion
to make the conbination. They have retreated sonmewhat
recently, say, allow ng conbination of references where
the nature of the problemseens to call for it. They
seemto be retreating sonewhat fromwhat for a tine
seened to be an ever-accelerating trend towards focus on
the witten record of prior art in determ nations of non-
obvi ousness. But, still, the focus is primarily on the
di scl osures of the prior art, detail ed reasoning, and
away fromthe judgnent of PHOSITA. And | think this
focus on prior art obscures an inportant dinension that
PHOSI TA brings to bear upon technol ogi cal problens, which
is tacit know edge, judgnents, insights, the sort of
thing that is not articulated in prior art references,
things |like a sense of whether the equipnment is working
properly, for exanple, that sonebody who is working 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. So howto get this tacit know edge of

ordinary practitioners into the system of eval uating
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11
clainmed inventions is a problem W have exam ners who
are skilled, well-trained people, and that is one
i nportant source of information and it is a good reason
for the Federal Crcuit to defer, in nm view, to the
deci sions made in the PTO about obvi ousness, nmuch nore so
t han they have done. But the exam ners are not current
practitioners; they are, at best, former practitioners
whose tacit knowl edge is likely to be dated and
atrophying. Litigation experts in the particular patents
that matter nost, who argue about the validity of a
patent, are another source of input, but they are
adversaries, hired guns. There is too nuch at stake by
that point. It is not the sort of process that is likely
to yield dispassionate technical appraisal of how an
invention | ooks to real practicing technologists. So it
woul d be better if we could figure out ways to allow the
PTO to consult with outside technol ogical practitioners
i n maki ng determ nations of obviousness, that would all ow
t hem t o docunent obvi ousness in circunstances where the
witten record of prior art is an inadequate foil for
maki ng that judgnent. And there are certain
circunstances where there is particularly likely to be a
problem |ike with the Patent Systemand into a
technol ogy that previously was outside the Patent System

i ke business nethods, for exanple, where the witten
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record of prior art is a very inadequate source of
gui dance as to what woul d have been obvious. Now, there
are sonme difficulties in trying to figure out how to do
this. Any agency that nmakes technol ogi cal determ nations
faces this problem and nost of them have sone sort of
mechani sm for consulting the views of outside
technol ogi sts, they wll have scientific advisory boards,
they will have peer review panels, they wll have
sonething in place that will allow themto do that.
There are sone chal |l enges to bringing those kinds of
mechani snms to bear within the PTO

First of all, there is the extraordinarily
broad range of technol ogies that the PTO addresses. You
cannot really have a standing scientific advisory board
t hat woul d advi se PTO across the broad range of
i nventions that cone before it. The PTO makes many smal |
deci sions, such as Mark pointed — was nmade so well by
Mark Lem ey and his “Rational e I gnorance at the Patent
O fice.” The PTO nakes many deci sions, nost of which are
of no consequence to anybody what soever, and occasionally
they nake a really inportant decision. It is very
difficult to expend a | ot of resources in getting all of
t hose determ nations right up front, so you do not want
to have a really high cost system [|If you get conpared

to FDA or EPA, they nmake a | ot of focused decisions where
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13
there is a lot at stake, that is an easier context for
bringing in this outside experti se.

Confidentiality is another issue that would
stand as an obstacle. W have a statutory requirenent of
confidentiality for pending patent applications, even
wi th 18-nonth publication you can opt out of that system
if you are not applying outside the U S., and so that
woul d be sonething that woul d need to be addressed.
Conflict of interest is obviously a serious problem If
you bring ordinary technology — ordinary practitioners
the rel evant technology in an area where you are making
decisions in industrial technol ogy, those people may
often be working for conpetitors of the patent applicant
and have a material conflict of interest in the judgnent.
Sone of these issues al so plague journal peer review or
grant peer review, and |I think there are ways of
addressi ng them and managi ng them  Ckay.

M5. DREYFUSS: | just passed Becky sonething
that said “Stop.” She is so good. Alright, well, we
want to thank Pam and Mark and the Berkeley Center for
allowng me to cone here. | was a participant in a very
small way in the FTC Study and on the NAS Comm ttee, and
it is nice to have an opportunity to get sone things off
my chest. The first thing | wanted to tal k about was

confusion, as was tal ked about at this panel, you see
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14
there are really three issues on obviousness, and unl ess
you di saggregate them people wind up talking past each
other. One issue is the way the PTO is inplenenting the
standard, and people talk about how, you know, the
teacher is doing a great job, the examners are really
dedi cated, well, you know, that is terrific and it could
be true, but if they are being told the wong thing to
do, then their output is not going to be great. The

second thing is about the way the court is interpreting

t he standard, and what we heard on that was, “Well, you
know, the Federal Circuit is still citing G aham agai nst
John Deere, what could be wong?” Well, you know, is

citing John Deere a great sign? It is close to half a
century old, too, that case, and if it lays out a rule
and a net hodol ogy that are not suited to nodern research,
then I it is not going to work out very well. Third,
peopl e tal k about the standard itself and that is really
quite a different issue fromthe other two. So all three
i ssues, they need to be discussed separately.

Let me start with the PTO | am an academc, |
am not the best person to evaluate its current
performance, but | wll start with the assunption that it
is doing the best job under the circunstances, but that
is a bigqqualifier. And one issue is funding, and | take

Mark’s point, rationale ignorance, as well, that there
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are dimnishing returns to increasing funding.
Nonet hel ess, | suspect that nore funds woul d hel p. But,
as inportant, there is a question about the source of the
funds and this notion of user supported PTO  The
conflict you hear is about whether sone funds shoul d be
diverted. | think that is a total red herring. It seens
to me the rhetoric of user support is fine when you are
tal ki ng about Yosem te, and when you are thinking about,
you know, public parks. And if you want, you can think
about exam ners as a core of park engi neers because — or
park rangers, rather — because they are protecting the
public domain, but the anal ogy breaks down when you
consider the users. At Yosemte, it is the fol ks who
enjoy the public land, but at the PTO, the users are the
privatizors, the patent applicants. And | would like to
see this idea of user support dropped, in part because it
does not necessarily neasure the anount of noney that
woul d be rational to spend on exam nation, but mainly
because the rhetoric fuels this notion that the PTOis
there for the applicants and not for the public. And it
is also synptomatic of a bigger problem Although park
rangers actually do see loggers fromtine to tine,
exam ners do not often see the people whose interest they
are protecting. And in that connection, | would like to

poi nt out sone side benefits of the opposition approach.
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16
That is going to be tal ked about on a separate panel, and
the really key points, I amsure, wll be touched upon
there, but there are a couple of side benefits that are
worth considering. The people who are arguing for the
public domain, they are not often seen in current
practice, as | said. And it would expose the Ofice to
the effect of its decisions on the public. It would also
do sonething else, and that is it wuld create a career
| adder that m ght help retain exam ners who woul d
otherwi se go off to practice, and there m ght even be a
| adder that would lead to a Federal G rcuit appointnent,
and that would bring to the Federal Circuit the PTO s
perspective on what its decisions do. And | think that
woul d be good t oo.

That brings nme to nmy next concern, and that is
the Federal CGrcuit and how it interprets the standard of
obvi ousness. Now, | renenber the days of Monday norning
guarter backing, when the invention was used as a road
map for anticipatory prior art, and in that context, |
can see why the court did nmuch of what it did. Thomas
Edi son’ s paper showed that inventiveness can be about
conmbi ning known art, and so requiring the examner to
articulate why a person of ordinary skill would think of
conbining is actually a good thing. As sciences nature,

the roots to making certain discoveries beconme known, but
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sonetinmes w thout making it actually easier to acconplish
that result. And so the obvious to try doctrine is
i nportant because it focuses the decision naker on how
many al ternatives the inventor faces and his actual

chances of success. Unlike ny coll eagues, including the

one to ny right here, I do see a potential for secondary
considerations. |If they were seriously conbined with a
nexus requirenent, | think they would hel p focus the

Judge on whet her the inventor was unique anong folks in
his field. But I, too, see reason for concern — the
tacit know edge probl em Becky just tal ked about, the
obvious to try doctrine, it is fine to think about the
nunber of alternatives, but when deciding if a nunber is
a big nunber or a small nunber, the role that

i nstrunmentation and automati c machi nery now plays in
research really needs to be considered, and you do not
see that very nmuch in the cases. And | also have to
agree with Becky that in many fields, the level of skill
in the art is not only not right, but not nuch thought
about. Perhaps we need a different perspective on

col | aborative work. Sone peopl e have suggested the
PHOSI TA, the team having ordinary skill in the art, and
we need factor in work that is done by instrunmentation,
as | said. The court is still using the standards of In

Re Bell and In Re Devel cases that were deci ded — work
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t hat was done decades ago, and John Duffey has alerted ne
to a recent case on which the court introduced the
concept of nascent technol ogy where a person of ordinary
skill inthe art has little or no knowl edge. That is
Chiron agai nst Genentech. |If nothing else, that is
likely to breed a ot of litigation on what nascent is.
So there is inportant work to be done in inplenentation.
And | |ike Becky' s idea of using experts to flesh out
sonme of this, it is certainly an intriguing idea and well
worth considering, but I do have sone skepticism First,
who will these outsiders be? | have a hard tine getting
nmy head around the idea of the expert on what is
ordinary. W could choose ordinary people in the art,
but how are we going 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? | think about ny
col | eagues and the elitist way in which they tal k about
peopl e at other | aw school s, endocrinol ogi sts, what do
they know? And | have a concern that this expert panel
m ght drive down this standard of what is considered
ordinary, rather than driving it up. Al so sone process
guestions on how will these experts be utilized? Do you
have a standi ng panel of people? |If people get called on
alot of tinmes, | think people tend to find it difficult

to serve under those circunstances. If it is an ad hoc

For The Record, Inc.
Waldorf, Maryland
(301)870-8025



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

19
commttee and one person serves only once, then there is
going to be learning curve issue, nuch |ike the one that
the PTO faces in training its examners. | amespecially
concerned because this approach has been tried and found
wanting in other adjudicatory contexts. For exanple, the
FDA has tried it on Boards of Safety and they did one on
the safety of Aspartane, the sweetener and, in sonebody
el se’s words, | cannot renenber who, it was a pig’'s
breakfast. It was hard to find people wthout any ties
to corporations, many people said that picking the
experts effectively picked the results, and scientists
showed t hensel ves to have a rather poor understandi ng of
di stingui shing between scientific questions and | egal
questions. Now, since the FDA tried that, there is an
extensive literature now on court appointed experts and
how to choose them and how to train them and maybe that
woul d actually be a useful place to start |ooking to
i npl ement Becky’s suggestion if it was thought to be a
good idea. | also think that experts at other points
woul d be good — the NAS report tal ks about the need to
help alert the PTO to energi ng technol ogi es so they can
start gathering the right literature and staffing the
office correctly. Experts mght be very hel pful on that.
And I wll talk in one nore m nute about some other areas

where experts mght help. But what | suspect is that the
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true problemactually lies elsewhere. To ny mnd, it is
no accident that the Federal G rcuit does not update the
| evel of skill inthe art. | think it is happy with a
|l ow I evel of skill in the art because it |likes the result
of its being low, which is to say, in fact, that it |ikes
narrow patents.

Renmenber, the PHOSI TA standard applies not only
t o obviousness, but the Chiron case | tal ked about was
about what the PHOSI TA knows for purposes of enabl enent.
And the less the ordinary artisan knows, the | ess she is
enabl ed, and the narrower the claim And | think that is
where the Federal Circuit is really going — to a system
of narrower clains. It is clear in other areas too, the
witten description cases, their own opinions in Festo
and Hilton Davis betrayed a certain interest in having
very narrow clainms. Unfortunately, the court has not
actually expl ained why that is so, so it is hard to
eval uate why they want to do that. |In part, | suspect
the court thinks that if a claimis narrow, it won't be
very dangerous, and that neans that it won't matter so
much if it is not examned right, or the |evel of school
and the art is not properly set. But | wonder if that is
really true. | think the court may well be follow ng
itself. Narrow clainms create |ots of work for patent

| awyers, but what that actually nmeans is high transaction
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costs. Patent thickets are a problemthat nmany people on
this panel have witten about, they create difficult
entry barriers if you do not have a patent portfolio to
trade when assertions are nade, then you are in real
trouble. The increased wear and tear on the Patent
O fice because they exacerbate whatever problens there
are because people have to keep filing in order to
protect their investnent. So | think it is actually
foolish to think that narrow patents are | ess dangerous.
O course, in part, the Federal Crcuit may al so believe
that narrower patents correlate with better notice, but |
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
rel evant to the question of notice.

Now, | highlight this issue not just to
criticize the Federal Crcuit on narrowness, but also to
denonstrate another point about this concept of PHOSI TA
When the Court sets the |evel of skill to acconplish a
narrowi ng function, what it is doing is creating a
construct, a social construct to achieve a particul ar
goal. In this sense, PHOSI TA is not a snapshot of
reality, it is not neant to be a fact-based historical
measure of inventiveness. As we see, it does not much

mrror what we know about invention, or inventors, or
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artisans of ordinary skill in the art. It is a concept
that is constructed so that the system does what the
Court wants it to do. And if we think it is the wong
standard, it is not because we know of specific patents
t hat shoul d never have issued; rather, we think it is
wrong for system c reasons, because systematically we
think there are too many patents, transaction costs are
too high, etc. And so at the end of the day what we
really need to think about is getting the systemto
operate in a way that we want it to. W need to think
about obvi ousness for sure, but also the scope of clains
t hat best serves industrial and creative needs, the
di stance between inventions on the innovation | adder.
Shoul d t he boundary of one invention touch on the
boundary of the next invention? Wich 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
sane standard of PHOSI TA for everything? Mybe we need
different standards in there. Wat should the standard
be for each thing for which PHOSI TA is used. For that, a
panel of experts could be useful, but I would not use
them as retail adjudicators of particular cases, rather
whol esal e in hel ping us to think about all the roles, the
non- obvi ousness and t he know edge of persons with

ordinary skill in the art, play in creating the systemwe
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have, and in creating the systemthat our nodern age and
new t echnol ogi es of research actually require.

MR. DI CKI NSON: Thank you very much. Let ne
join the others in certainly thanking Berkeley for
hosting today. As sone of you know, | amgetting ready
to nove back to the East Coast, so | was packing up and,
actually, novers are at ny house today. | was packing up
my office yesterday and | made sure that in the box that
went directly to nmy office | put ny Berkeley Law and
Sci ence Technol ogy Journals there to nmake sure | had a
good set of references. | also want to thank ny — as was
suggested | amgoing to go work for GE, and | want to
t hank Ron Myrick who is here today, who was ny
predecessor, for doing a great job there and | eaving nme
with a great legacy to build on. | often get cast as the
pragmatist, | guess, as a fornmer Comm ssioner of the
Patent and Trademark Ofice in a | ot of these panels.
Maybe the reality check or the — certainly with panels
wth a lot of folks who are academics on it, bringing a
different point of view \What is interesting | said to
sonebody else is that | end up sort of in the m ddle of
the road broadly speaking. | go this afternoon, for
exanple, to give a speech at the nano-bi otech conference
inthe city, and their principle concernis the PTOis

too tough on them that they cannot get what they need
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out of it, and that they do not spend the resources they
need. So there are interesting and robust debates about
what the Patent Systemin particul ar neans today and how
we deal with it, and in the characterization of this
form reformit, which is also interesting because
traditionally, | think, or at l|least the |ast couple nmgjor
times we had patent reformin this country, starting with
the *52 Act, and then the reforns in the 1980s around the
CFC, and nost recently in the Anerican |Inventors
Protection Act, much of that reformwas driven by the IP
community, the insiders, if you will. And a lot of the
di scussion we are having here today, at the FTC, at the
NAS, the I PO panel on Monday in Washington is comng from
outsiders, are traditionally those who are outside the
system so it is a very interesting and | think
appropriate debate. But, again, | amthe pragnatist. As
we have sat here this hour, | amgoing to guess that the
Patent and Trademark O fice will have allowed 100 nore
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 comng very rapidly. So a |lot of what we have to
tal k about and renenber as we tal k about the reforns or
t he i ssues around obvi ousness or anything else, are the

fact that we are dealing wiwth a very big process which is
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hard to change, is susceptible to it, but that it has a
| ot of aspects to it and a |lot of nuance in it, and that
smal | changes can nmake big effects, have big effects, and
that a | ot of unintended consequences certainly and
clearly can and sonetinmes does apply to the PTO

Let me tal k about — one of the things |I have
tal ked about the FTC report a lot and testified before it
several tines, and also was a participant in the NAS
report at certain places. One of the prem ses about the
FTC report is that there are questionabl e patents out
there, and that is actually the phrase that gets used. |
t hink 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, | think, is that we have
not conme to the place yet where we have really defined
what we nean here by questionable patents. And in so
doing, | would suggest we are not quite at the place yet
where we have the evidentiary back-up to justify,
certainly politically justify, frankly, going to the
policy makers and getting the kind of changes that are
suggested. And | think we need to continue to work there.
When we say questionable patents, do we nean the stick
patent that i1issued, or waiting-in-line-for-the-toilet-on-

t he-ai rpl ane patent that issued, the ones which people
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traditionally take a poke at because they sound odd or
ridicul ous, or why did sonebody spend the $3,000 to get
it inthe first place? O do we nean patents |ike
genom c patents which are getting in the way — perceived
to be getting in the way of research or a business nethod
pat ent whi ch maybe just offends sonebody’ s sense of what
ought to be patentable in the first place. It is not
quite — | amnot quite sure. The critique cones froma
ot of different aspects and a ot of different places,
and so | think we need to be a little nore clear about
what we nmean by questionabl e patents and why we shoul d
reforma systemin view of them How many are there?
One of the issues we will get into later today is
| onering the standard of review fromclear and convi nci ng
to preponderance of the evidence. WlIl, you |lower the
standard of review for questionable patents, you |ower it
for all patents, and you make patent portfolios and
i ndi vi dual patents |ess val uable, and when you do that,
you start to cut into | think significantly the
intellectual base of the — or the intellectual capital of
the country, not to say it is not justified, but why are
we doing it and how many are we doing it for? | still
think we need to take sone care to define.

Al so, because, don’t forget, the statute

basically allows the applicant to get a patent unless it
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is anticipated or obvious, and that is just — you could
argue that maybe it should be the other way around, and
peopl e do, but that is the current statutory standard.

So | think we need, with all due respect to the FTC and
to the NAS, | think we need nore evidence of this
| onering of obviousness that is perceived to be out
there. Do | believe it is there viscerally? | think
could nmake a case in sonme areas that that is the case.
Do | believe that uniformy that is happening and
happening in such a way as to warrant whol esal e changes?
| think that is a nmuch tougher case to make. | think the
evidence for the |l owered standard of obviousness is thin
at this point. And if we are going to proceed in sone of
t hese ways, | think we have to take a ot nore tinme and
care and put sonme nore energy into developing it. And we
have got great econom sts who, | think, and great patent
folks, who are in a position to develop that. For
exanple, the FTC report was al nost all based on anecdot al
evidence. There was very little enpirical evidence
adduced at all. The NAS did a few nore studi es on many
topics, and | think it backs that up a little bit nore.
Wth regard to the U S. Patent and Trademark
O fice, they have traditionally been nore conservative,
frankly, than the courts, traditionally. They have

proceeded very cautiously in ternms of noving into new
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subject matter traditionally, and they have been very
rigorous, | think, in terns of how they tend to inpl enment
t he obvi ousness standard, at least initially. Because |
say, one of the biggest conplaints | often have to deal
with in my current practice is the conplaint that folks
have that the office will not allow their case, despite
the fact they believe it is clearly allowable, and they
cite —they wite extensive briefs to back that up. One
of the interesting things about — I think about the NAS
study — is that it is going to use at |east tw exanpl es,
genom cs and busi ness nethod patents, which frankly is
about three or four percent of the nunber of patents
i ssued each year, to drive the change in obviousness.

Now whet her that should drive that change at 3 or 4
percent, should drive that change or not, we can argue as
wel | . But business nethod patents have now, because of
the second level review, only 17 percent of them have
been getting allowed — only 17 percent of business nethod
patents in Cass 705, on average, get allowed. The

bi gger conplaint fromthe fol ks who want those patents
is that they are not getting themout of the office, not
t hat too obvi ous busi ness nethod patents are issuing. So
| think we have to examne that a little nore closely.
Sone issues — | think there are sone areas where we ought

to look. | proposed two rules that affect this area when
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| was in the office, one is what is called Rule 105, that
one nade it, and that allows the exam ner to make an

inquiry of priority of the applicant on their own

initiative. It is relatively under utilized, as I
understand at this point. | think it could certainly
stand to be utilized nore. It was w dely opposed by the

Intell ectual Property Community, by the patent bar, in
particular. But we held the |line on that one and that
one becane i npl enent ed.

| al so proposed another rule. It would allow
exam ners to apply general know edge that they had. This
is a topic of several speakers, it is a topic of general
di scussion, and | woul d disagree wth Professor Eisenberg
to a degree. | think exam ners are not these stale
| vory Tower folks who are not keeping up with the art at
all; on the contrary, they are on the cutting edge of the
art all the tinme. It is comng 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 knowl edge if they are aware that they
are able to now The CFC really does not let them do
that, they have gone so far — | respect and adm re Judge
Newman enor nously, but she wote an opinion | ast year and

went so far as to say — or two years ago — that exam ners
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coul d not even apply commobn sense to the exam nation of
patent applications, and | think that is really pushing
the line a little far. But, having said that, that rule
that | proposed was shot down. It was so wi dely opposed
that we had to back off of that rule. Wth all due
respect to the panelists, | do not renenber any of them
sending a letter and saying that rule was a good i dea.

The FTC dealt with obviousness in two
particul ar ways, conmercial success and notivation to
conbi ne. Commercial success, | take the point of the
study, | do, Graham says that you can use comrerci al
success as support for non-obviousness, and the report
suggests that we may be getting undue bal ance to that, |
think is the phrase. That nmay be happening in the
courts, it certainly does not happen in the office,
frankly, because people do not have a | ot of commerci al
success to bring to the PTO at the tinme the application
is pending, and it is very difficult to get that kind of
evi dence introduced, so | do not — while |I take the point
that the FTC nmakes, | do not think it is that big a deal,
frankly, in commercial success, though it is not a bad
issue to take a | ook at.

The notivation to conbine is a tougher one
principally because the CFC has continued to push the

envel ope, | think, on that issue. However, one reason
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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 Reference A which has got
Element A, B, C, D, which has three nore el enents, and D
has three nore elenents, and to say, “Well, |ook, anybody
coul d have put those three things together, they are in
front of me right now, | see it.” That kind of hindsight
is easy, and perhaps too easy, and so what | think the
CFC is saying is you need to cone up with even nore
rational e for conbining those. Could we change that?
Could we tweak that a little bit? Sure, we could. But I
am as nost of you know that have heard nme speak, | am
nmore of a calibrator than a whol esal e change guy, and so
| think that is a calibration. Wat the real issue |
think — well, et me talk to the peer review thing rea
qui ckly. I think that Professor Dreyfuss articulated a
nunber of the problens 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 mnute | have got here
is a big challenge. | get it if you are going to have
peer review panels for genom cs, or you are going to have
them for very sophisticated technol ogies. Were is the
peer review panel for that largest of classifications in
the PTO — golf equipnent? Were is the peer review panel

for boxes? Were is the peer review panel for what we
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used to euphem stically call “vermn control,” or
nmouset raps? 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 Ofice,
rat her, does parts of those things now. They have for
very advanced technol ogi es bi otech, business nethods, now
nanot ech. They have quarterly custoner partnerships
wher e anybody who wants to can cone in and neet with the
exam ners as a group, they can neet with the senior
| eadership, there are structured | earning that go on
there are semnars that go on. They are very val uabl e.

Al so, when a new technol ogy cones along, to the
extent they can, the Ofice — 1 did it wth business
met hods — tries to draw on those communities to help
teach the Ofice. W brought in, for exanple on business
met hods, the Securities Industry Association, the Check
Cashi ng Associ ation, the Anmerican Banki ng Associ ation, a
nunber of those organizations to train exam ners both on
the art itself and also where to find the art, and |
think that is a pretty reasonable nmechanismto work on
So where does that |ead us? The PTO needs nore noney,
frankly, the exam ners need nore tine, and that is a
function of noney, each hour of additional tine across
t he PTO costs between $15 and $18 nillion, so they need

nmore noney. They need greater access to prior art, and
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they need better search tools — they have great search
tools, and they need even better search tools. Thanks
very nmuch.

MR, BARTON: Let ne try to concentrate on a
particular exanple. | think | ampretty much known as a
non- obvi ousness hawk, but | amgoing to try to give a
nmore bal anced picture if | can and describe a little bit
of what is at stake and sort of the phil osophi cal
di fferences on where you go with different non-
obvi ousness standards. And | amgoing to concentrate on
one of the principles of the CAFC, the principle of
obvious to try, and I nmust say | was very helped in ny
study of this by Brad Wah (phonetic) who is sitting right
there in the third row, who did a ot of work for ne in
this area while he was a student at Stanford.

Qobvi ousness to try at one point was a basis for saying
“You can’t get a patent.” In other words, this patent
results froma 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
totry this particular research effort, you should not
get a patent. Judge Rich cane along and stated as
follows, “Slight reflection suggests, we think, that
there is usually an el enent of obviousness to try in any

research endeavor, that it is not undertaken with
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conpl ete blindness, but rather with sone senbl ance of a
chance at success, and that patentability determ nations
based on that as the test would not only be contrary to
statute, but result in a marked deterioration of the
entire Patent Systemas an incentive to invest in those
efforts and attenpts, which go by the nane 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. Now,
interpreting the CAFC s obviousness to try cases is a
ni ght mare, and they certainly have ended up sonewhere in
bet ween those two extrenes, and | 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 |ikely success | ooked when you
undert ook what was going to be obvious to try. OCkay, now
let me apply that to a particul ar exanple, the genomc
patents. At one tinme, of course, it was genuinely very
difficult to get the sequence of a gene. Today, we can
get the sequence of a gene froma nmachine. W can get an
insight |ike whether or not a particular nutation is
associated with a particul ar di sease and know what | am
t hi nki ng, now particularly if things are |like the
di agnostic patent such as the breast cancer patents which

have been issued and have been so controversial in many
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circles fromthe nedical perspective. You know how to do
that now. You know, you know now how to run all the
things on a chip and run a lot of tests of a |ot of
people and find out with pretty high confidence, you
know, if you put enough noney into it, you can design a
project to determ ne what genetic sources are associ ated
wth a particular disease. Simlarly, and what | put
together wth the genom c Patent System and that is just
my perspective, it is now pretty obvious — again,
sonetinmes very difficult — but pretty obvious how to get
the precise structure of a biological crystal, a
bi ol ogi cal protein. And yet | can now get a patent on
the protein coordinates, | can now get a patent on the
use of the know edge that gene sequence is associ ated
with disease Y; | can now get a patent on a gene itself,
| mean, subject to — | nean, obviously you do not
infringe the patent, but the separated gene, design of
phar maceuti cal s based on the gene, and so forth.

Alright, so then in sone sense obviousness to try
precisely affects the patentability of these categories
of information. And | do want to put it as information
because we are really patenting information in these
contexts, and there is an obvious question whether or not
this should be patentable subject matter — that is

anot her set of issues which is related to genomc
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patents, but certainly now that we know how to get these
sequences by an automatic nechanical process — | am
overstating a little bit, of course —are they not
obvious to try? Alright, and the CAFC has, in effect,
told us no. It is obvious to try a particular research
direction, but knowi ng how to do the research direction
does not tell you the shape of the protein, does not tel
you the sequence of the gene, therefore it is not obvious
what the result of that research project is going to be.
Alright, so that this is a case in which the obvi ousness
to try principal is one which the CAFC tells us to use,
and you can see Judge Rich is looking for it, it is one
of the reasons why we issue patents which, in sone
peopl e’ s m nds, raise sone questions.

Now, | prom sed to give you a bal anced
perspective and, in fact, currently, because | read so
much about this set of patents, and | have witten much
about it, | also want to understand the industry, so | am
trying to investigate the diagnostic genom c industry,
understand better how it works, and understand better the
role of patents in that industry. And it is becom ng
abundantly clear to nme that a | arge amount of noney is
being invested as a result of the fact — alnost certainly
as aresult of the fact — that patents are available. In

ot her words, the Patent Systemis in this context serving
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its role of providing an incentive to investnment. Just
as Judge Rich suggested, the Patent Systemis serving its
role as an incentive to carry out research — even if you
know the research is going to autonmatically succeed — so
that we are then faced, and this is sort of the dilemma I
want to put you with, if we accept Judge Rich's
perspective with the obviousness to try arrangenent, then
we are going in the genom c context to say, “W grant
t hese patents because there is a genuine incentive factor
there, and it is genuinely working.” And we face the
cost, the cost being it is very hard for Affynetrix to
put together a chip which scans for all the different
genom ¢ nutations which a baby m ght have because they
have to go back and get a license froma zillion
di fferent conpanies in order to produce that chip.
Simlarly, it is very hard for a pharnmaceutical conpany
to work with drugs against a protein crystal X, with in-
cyclical kind of analysis of the technol ogi es, because
sonebody has a patent on the use of those coordi nates and
theoretically the conpany could sinply go out and neasure
them so that we are indeed creating sone incentives and
we are also creating a set of conplications. [If |
broaden that to industry, in general, what Judge Rich is
saying is, “W want a system which rewards routine

research and encourages routine research because it is
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good,” and he is absolutely right. But the counter
argunent is, “Don’t | want to preserve the nonopoly, the
Patent System for those cases in which the research
level is alittle bit above sort of the normal |evel of
research in the industry?” |If | amgoing to reward sort
of the normal process of industrial innovation, if |I am
going to reward that with patents, you know, sort of
Model A to Model B, if | amgoing to do that, then | am
going to increase the nunber of patents and | amgoing to
create significant problens of having to negotiate cross-
licenses and all that kind of stuff. So |I want to
suggest what the tensions are here. You know, ny
ultimate bias is pretty clear and ny proposed, you know,
to put ny standard — but | want to make sure that you see
both sides of it before | do that. You know, ny bias
woul d be the CAFC is currently saying the standard is
whet her the invention would certainly have been nade by a
person of mnimal skill in the art who was unable to
integrate the different concepts present in the art, and
| would like to turn that into “to grant a patent only if
the invention is nore 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.” And at |east ny proposal as to how

to do that is alittle bit different from Rochelle’s and
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Becky’s, but it is — you know, but | think that is one of
t he di mensi ons we need to be tal king about because, there
is no question, it is a hard standard to apply, it is a
judgnent standard in any call, and | think that has a
strong tension, given the actual pressures present on the
exam ners of driving it down, particularly given what the
CAFC is saying. But at |east nmy proposal would be to try
to include what the patent application — or naybe in sone
ot her context — some kind of indication of sort of the
way routine innovation is going in this industry. How
much do you change the technol ogy fromthe pentium
conputer, fromthe pentiumchip to the itanium chip?
That is sort of the standard baseline. Does this go
above that baseline or below? Now that is a judgnent
call, too. But | amwondering if there is a way to get
that kind of evidence into the process.

MR. MYERS: Ron?

MR. LAURI E: Thanks, Mark. | just wanted to say
what a pleasure it is to be on this panel and part of
this program | just wanted to give you a little bit of
di scl osure on ny particul ar perspective, which I think is
di fferent than anyone el se up here, and that is that — |
take great pleasure in telling people that | used to be a
| awer — | am now operating at the intersection of

patents and capital formation in a firmthat calls itself

For The Record, Inc.
Waldorf, Maryland
(301)870-8025



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

40
an I P Investnment Bank, and | can tell you absolutely that
patent quality is essential to ensure that financial
mar ket s make correct investnent decisions in connection
with technology. | see this every day. Any uncertainty
about the value of a patent creates m sallocation of
resources in the financial comunity. | would like to
make just introductory remarks on the “but for” test that
is set forth in the report. | think the “but for” test
is a useful contextual construct in many cases, and
certainly reflects one of the key policies underlying the
patent |aws, and that is, of course, the policy of
incentive by reward. If the incentive is not necessary
to produce the invention and its conmercialization, then
there is no point in offering the reward. | think,
however, there are two other policy bases for the patent
aws that the “but for” test does not address. One is
the public disclosure or dissem nation of technol ogy
policy. The “but for” test ignores the possibility that,
even though an invention would have been nmade and
comercialized, that in sone cases it would have been
kept secret. And this, of course, affects a very
deli cate bal ance between the patent |aws and the trade
secret laws. Certainly many, in fact probably nost,
inventions will be disclosed upon commercialization, but

there is a lot that wll not, particularly in the
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software area where past practice was to distribute under
confidentiality. The other policy that | do not think
“but for” adequately addresses is what | call the “forced
i nprovenent policy.” That is the notivation to design
around existing patents and thereby advance the
technol ogy in ways that would not have happened but for
that forced requirenent to avoid doing what is clainmed in
the patent. Wth regard to the issues of notivation and
commerci al success, | absolutely agree with Todd that the
PTO has got it right, there is no |lowering of the bar at
the PTOin terns of obviousness. The cases that | see
bei ng exam ned, especially in software and busi ness
met hod areas, are — if anything, the PTOis taking a very
tough position. And I would refer you not only to the
MPP which applies to all subject matter areas, but
particularly to the recently published exam nation
gui del i nes on obvi ousness in connection wth business
met hod patents. There are, | think, 20 sone exanples —
fairly detail ed exanples, of how tacit know edge and
nature of the problemto be solved, and nere conversion —
mere automation of a manual process, and many many ot her
things that are not explicitly taught in any of the
references that are conbi ned, how those are folded into
t he obvi ousness decision by the Patent O fice. To the

extent that the Federal Circuit does evidence a trend
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toward |l owering the bar, | have read the cases, | think
many of them can be expl ained on other grounds. | think
there is an increasing enphasis on requiring the Patent
Ofice to build a proper adm nistrative record for
judicial review, and therefore there is a great antipathy
toward what the Federal Circuit calls “conclusory
statenents of the skill of the art.” | think all that
means is that the exam ners and the Board of Appeals
menbers have to docunent the basis for their tacit
know edge, and not just cite it as sonething they know.
| think that is an easy hurdle to get over; for exanple,
inthe Internet area, the tacit know edge that one can
perform many busi ness net hods that were previously done
manual ly or in a face-to-face nmanner on the |nternet,
that is the kind of tacit know edge that will not
ordinarily appear in the references because it is so
totally obvious — forget that word. But it is not a
probl em because it is certainly easy to show with any
t ext book or newspaper article that inplenenting physical
processes on the Internet is well within the tacit
know edge and skill of the art. | also think that the
trend — and | will defer to ny academ c col |l eagues on the
extent to which there is atrend — but a lot of the trend
can be expl ained on the basis of the general concept of

what | would call the Federal Circuit’s diversity of
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opinions. | think, on many issues, you can find opinions
all over the place, and | think the nore recent case | aw,

t he Rui z/ Chance case puts us back on the right road, at

| east in connection 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 seens to nme comrercial success conmes 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 conmbn sense
reaction that, if there is a long felt need for a
solution, and it is recognized that that solution wll be
commercially successful — now, keep in mnd, that is
commerci al success neasured prior to the invention — so
if there is along felt need and a recognition that
satisfying the need wll be comercially successful, |
think it is conmon sense to say that the solution is not
obvi ous because neki ng noney is sonething that everybody
wants to do, and if the need is recogni zed, and the fact
that the solution will be commercially rewarding is
recogni zed, and the invention is not forthcomng, that is
very strong evidence that it is not obvious. On the
ot her hand, where it is not coupled with long felt need,
but where commercial success is just a consequence of the

invention, then | absolutely agree with the report that
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commer ci al success could be due to many other things than
the invention, and it is entirely proper for the burden
to shift to the patent owner to denonstrate clearly that
the comrercial success is tied to the patented invention
— that is in court. Now, | have a little trouble
applying that to the Patent Ofice and havi ng exam ners
anal yze subm ssions of commercial success. | nean, the
i ntroduction of business nethod patents caused quite a
di sruption and a | ot of people were saying that now we
have to get examners with a background in conputer
sci ence that had an MBA from Warton in order to
understand the significance of the business nethod; ditto
in spades if the exam ners have to start anal yzing and
rebutti ng econom c evidence of commercial success. Thank
you.

MR. LEMLEY: Let nme 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
conbi ning references, right? And there has been sone
di scussion of what Ron, | think, quite properly points
out as the neandering Federal Crcuit case |aw on the
guestion of whether you nust have an actual suggestion in
a reference in order to conbine it wth another

reference, or whether you can find notivation in sone
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ot her source. And | guess the question for the panel -
Ron talked a little bit about this already — what is
right? 1Is the FTC right here? | nean, are we to be
finding notivations to conbi ne references outside the
docunentary corners of the reference thenselves? And, if
so, where is it we are going to find it and how? Ri ght?
Is it testinony? 1Is it sone base of exam ner know edge?

MS. ElI SENBERG Thi s whol e approach seens to
me to be fiction upon fiction. You know, we start with
the fiction that the person having ordinary skill in the
art has access to every single reference, you know, sort
of the Wnslow Tabl eau fiction. And then we presune that
t he person does not know how to conbi ne references unl ess
there i s sone suggestion or notivation to do that.

Anot her point of inconsistency in the Federal Circuit’s
decisions is, is the issue whether we are notivated to
conbi ne references, which is this highly artificial
question, as if, you know, sonebody trying to solve a
techni cal problemgoes to the library and tries to
identify references that will help them O is the
notivation to conbine elenents? It seens the conbining
of elenments seens |ike a nuch nore |ogical way to proceed
if the focus is on what can we expect of ordinary
artisans in the fullness of tinme, with or wthout patent

protection. On the other hand, if your focus is nore on
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the prior art references thenselves, then you start
t hi nki ng about whether there is a reference to conbi ne.
Ron had an interesting point, | think, about the val ue of
di sclosure and it may be that when the prior art
references thensel ves are weak, or when the witten
record of the state-of-the-art is weak, then there is a
stronger interest in using patents to bring about greater
di scl osure, even though maybe it is not bringing about
any greater innovation. So it mght |ook different from
t hat perspecti ve.

MR. LAURI E: Just a quick coment. | absolutely
agree with Becky because the inquiry is the state of the
prior art. And to limt the prior art to what Section
102 refers to as printer publications is absolutely
unjustified. Section 102a al so includes “known or used
by others,” “others” neaning the public. Well, that is
in many cases the glue that holds the references
together, and to ignore that is to ignore the nost
val uabl e net hod for conbining references.

M5. DREYFUSS: Yeah, | nean, | think nmy point is
very simlar to that one. W over-treat inventions as if
they are true nonopolies, and Judge Rich has often said
they are not true nonopolies for purposes of thinking
about what the patentee can or cannot do with this

monopoly, but they are also not true nonopolies in the
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sense that there are not other inventions out there that
are like that or simlar. And | think if you look within
a field, you see the way that people wthin the field
t hi nk, and by taking an invention within sort of the
entire scope of inventions that are sim/lar and thinking
about why is it that people in the field |ook at — how do
t hey think about the direction in which they are doing
research, you can start seeing trends in the way that
people in chem stry think, or trends in the way that
peopl e in nechanics think. And | think all of that
hel ps. It does not have to be witten down. You can see
the trends in the way that people think.

MR LEM_EY: Let me followup on this if |
may. So if we want to |look at the sort of general way in
whi ch people think in the field, right, how they m ght
t hi nk about conbining elenments, right? And if we want to
| ook, as Ron points out, not just at the printed
publications but what is going on in the business, right,
the Section 102a art the public uses, and all of that
stuff, and then we also talked a little bit about
secondary consi derations, right, another elenment of the
FTC report, we want to | ook at econom c evidence,
commerci al indicators or success, what were peopl e doing,
how does the industry react to the invention, right? Al

of these are rel evant questions for obviousness. They
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al so seem questions that the PTOis going to be
essentially unable to deal with, right? | nean, not only
gi ven the resource constraints, but also given the way in
whi ch we structure the inquiry, right? The PTO does not
have the ability to go out and talk to everybody in the
i ndustry, right, to go out and coll ect evidence of public
use, to go out and coll ect evidence — econom c evi dence —
of commerci al success. Are we necessarily by focusing
t he obvi ousness inquiry on this broader question, are we
necessarily relegating it to the courts and saying the
PTOis just not going to be able to do sone of the things
we want to do in the obviousness inquiry?

MS5. DREYFUSS: | think the examner is doing a
ot of that stuff. | mean, that is just Todd s point.
The exam ners are sitting there and they are seeing
everything that is in their piece of the wrld, and so
they are seeing each and every inventor as he cones al ong
— or applicant — telling the PTOwhat it is that they are
doing. | think the exam ners actually do get a very good
sense of what it is that is in the art. And | think
Becky’s point that we should be deferring nore to the
exam ners, that, to nme, has a |l ot 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, making increnental changes. And, you
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know, not to push the NAS Commttee Report, but | think
t he opposition procedure is also a piece of that because
it brings people fromthe outside in in the cases in
whi ch the exam ner has not seen stuff that is in public
know edge, but not in print.

MR. DI CKI NSON: Mark, | have a one word answer
to your question — Google. You were listening to the NPR
series on search engines this week. But let ne el aborate
alittle nore on that, and not to put too fine a point on
it, because it obviously can still be inproved, but the
PTO has access to sone of the world' s nost extraordinary
dat abases, and has very facile tools for accessing those
dat abases. They al so have print libraries with research
i brarians whose whole job is to try to help themdi g out
that piece of priority. Do they not always get it?

Absol utely. Are there opportunities for inprovenent?
Always. But to prem se the whole argunent on the fact
that the PTO s examners are just sort of sitting around,
poki ng around, and doing a Google search is just not the
way it works. W also have another opportunity that gets
overl ooked, it is another rule we put in place called
Rul e 99 because we have publication now at 18 nonths and
| think what nost people woul d support what the FTC
Report does maki ng publication universal, you have got a

political challenge there with small inventors, but other

For The Record, Inc.
Waldorf, Maryland
(301)870-8025



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

50
than that, if you believe that there is prior art that
the O fice is not considering, you have an opportunity
under Rule 99 to send it in. It is vastly under-
utilized, still. That may be partly structural, but |
think part of nmy job and others’ job is to nake people
aware that that is out there.

MR. MYERS: John.

MR, BARTON: | just want to add that | view
t hose secondary considerations as mainly applying not for
the Patent O fice, but when you review the patent |ater
in sonme kind of litigation. In sonme sense, to the extent
| consider secondary considerations as success in the
market, it means | do not know whether the invention was
non-obvi ous until ten years after the patent was issued,
and | amin litigation about it.

MR LEM_EY: Let me push a little bit on this,
right, and then we wll open it up to questions fromthe
floor. |If the PTO has got all these great databases,
right, and they have got this tacit know edge that cones
fromlooking at all the patented inventions, and the
argunment here seens — the consensus here seens to be that
we owe greater deference to the examners — why is it
that all the enpirical evidence seens to suggest they are
not doi ng such a hot job of finding the right references?

Wiy is it that the European and Japanese Patent O fices
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regularly find prior art references that the U S. Patent
Ofice msses? But why is it that the courts, when you
go into litigation, you always end up litigating prior
art references that the Patent Ofice did not find? It
seens to nme there is a felt sense, right, that the PTOis
not, in fact, finding all the nost relevant prior art.

MR. DI CKI NSON: VWll, that is not a bad point
with regard to litigation. Do not forget, very few
patents actually get litigated, and when they get
litigated, enornous resources are brought to bear. | am
not a litigator, but ny firm for exanple, is primarily
the litigators inside the group, 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 | ot 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, yeah, that is a little different
t han the $5,000 search you did or the 18 hours of
searching that is available to the Ofice. 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 de-
cry the whol e system because the exam ner does not have
$20 mlIlion worth of capability to find that one piece of
prior art hidden in a library in Russia sonewhere, | do

not know.
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MR. MYERS: Joe. Please identify yourselves
when you speak.

PROFESSOR FARRELL: Joe Farrell fromU. C
Berkeley. Just to followup a little bit on that change,
| thought Mark’s question was not any blane to the
exam ner for not finding it, but should we take the view
that the examners do in absolute terns an excellent job?

MS. DREYFUSS: But, you know, well, there are
really different questions packed into this, right? One
is the question of finding the prior art, but the
gquestion we were tal king about before is that question of
conbining it, so you mght want to take the view that
exam ners 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 fromthose trends. That is a different
guestion from whet her each piece of prior art that is out
there can be seen. So I think you have to —

MR. DI CKI NSON: We have tal ked about the issue
of tacit know edge, too, and | said it in those — that |
think we need to give the examiners nore | eeway to apply
tacit know edge and what they know to be out there. And
we can do that, | think, through rul e-making, or we can
do it —

MS. DREYFUSS: VWhat they know to be known.

For The Record, Inc.
Waldorf, Maryland
(301)870-8025



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

53

MR. DI CKI NSON: | think we have nuch nore play
in that regard than we shoul d have because, again, the
exam ners — | cane into the Ofice as a know edgeabl e
guy, but not really knowing it as thoroughly as being in
it — 1 was amazed at the |evel of comm tnment and
knowl edge that the average exam ner tends to have. Are
there exceptions? Sure, but it is really a very high
| evel of comm tnment and know edge. It was sort of
surprising to ne. There are over 400 PhD scientists at
the Patent and Trademark O fices. It is nore than at
NI ST (phonetic), it is roughly how many are in N H, |
mean, that is a lot of brain power. And that is, you
know, not a | ot of engineers get — those are nostly in
genom cs and in biotech areas, for exanple.

M5. DREYFUSS: And there is also a difference,
| nmean, a third issue is the application of law to the
facts that they know, and that is another question where,
whet her or not you give as nuch deference to the
examners — | just do not know the answer to that
guestion about how much exami ners — the general exam ner
knows about | aw and knows about the application of lawto
facts. But each of those are different issues --

MR. DI CKI NSON: | was very pleased to put
back in full scholarships to | aw school for any exam ner

who wanted to go, it has been cut out in the | atest
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coupl e of budgets, | amdisappointed in that. | think we
need to get nore legal training. Only four of the 26
G oup Directors are lawers now in the PTO | believe
that is scandalous. | think we need to have nuch nore

| egal training, as well.

MR. MYERS: | dentify yoursel f, please.
MS. [ From Audi ence - of f m ke]
MR LEM_EY: For benefit of the people in the

back who are having trouble hearing this, the question is
why is it that the EPOregularly finds references that
t he USPTO —-

MR. DI CKI NSON: How nmuch does Chevron and
Texaco — and | used to work at Chevron and Texaco — how
much do they pay at the EPO to get a search and
exam nation as opposed to the United States? They pay
roughly three tines as nmuch. That is not to say --
believe me, | agree with the general concept, there are
many tinmes when it is perceived that the EPO, you can get
a higher quality search, in certain technical areas, in
particular. There is now, | think, given sonme chall enges
they are facing in ternms of resourcing and staffing and
ot her things, they have had a freeze on hiring for a | ong
time, for exanple, | think that that may be a little nore
differentiateable than it may be currently, but | think

traditionally the belief was you would get a better
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search, principally because they have nore noney — which
| eads to nore tine.

MR. MYERS: Yes, sir.

MR [ Audi ence — of f m ke]

MR, BARTON: Qoviously, we are skating into
the territory of the panel which will discuss the
presunption of validity. The question is to what extent
must the court accept that presunption, to what extent
shoul d we accept the presunption that the exam ner did
not meke any m stake, and 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 O fice procedure, sone
opportunity for the public to bring additional prior art
and, additionally, counter-argunments against the patent
because, after all, the patent is necessarily granted,
even in Europe, in an ex parte, you know, proceeding that
has to be a fairly low cost, or it would just be insane.

MR LAURI E: The fact that the litigation is
so many orders of magnitude nore expensive than the
prosecution, to ne, is the best reason why the
prosecution ought to be as absolutely good as it possibly
can be in order to avoid trenendous m sall ocati on of

resources.
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MR. LEM.EY: Alright, please join ne in

t hanki ng t he panel .

[ Appl ause]
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