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I. INTRODUCTION 
 

 Colorfully drawing on the metaphor of the rare, cataclysmic oceanic weather  
conditions popularized in Sebastian Junger’s 1997 novel,1 the Chief Executive of a small 
biomedical company warned that a “perfect storm” of judicial, legislative, and 
regulatory patent reforms had “the potential to wash away [the] landscape of 
intellectual property protection within the life sciences industry [resulting in] the 
destruction of an entire industry that has relied on a strong patent system to discover, 
develop, and deliver breakthrough medicines to patients.”2 
 The brewing squalls of patent reform, however, threaten a much wider swath of 
small businesses.  Historically, patents have served as a vital linkage between the 
laboratory and the marketplace, and patent protection remains important to small 
businesses across a wide array of modern industries as an indispensable tool for raising 
the capital needed to perfect and commercialize promising but unproven technologies.  
Unfortunately, recent judicial decisions and proposed legislative and regulatory patent 
initiatives seem likely to be disproportionately burdensome and damaging to small 
businesses. 
 Following a brief review of society’s historical “love-hate” relationship with 
patents, which provides perspective for assessing the changing patent landscape, this 
article surveys recent Supreme Court and CAFC decisions in six important areas of 
patent law, briefly reviews key aspects of proposed legislative and regulatory reform, 
discusses how those developments negatively impact small businesses, and offers 
suggestions to ameliorate at least some of those consequences. 
 

II. SOCIETY’S LOVE-HATE ATTITUDE TOWARD PATENTS 
 
 The changes buffeting the patent system are best judged in historical perspective.  
Not unlike business cycles generally, social and legal receptivity to the principles 
underlying patents have alternately waxed and waned over time and across different 
societies.  Patents have sometimes been warmly praised as the rightful rewards to 
ingenious inventors; at other times, they have been vilified as odious tools for extorting 
excessive tribute from the public for dubious inventions of marginal utility or minimal 
technical advancement.3 

                                                   
 
 

 J.D., Ph.D., Professor of Business Law & Ethics, Sawyer Business School, Suffolk University. 
1 SEBASTIAN JUNGER, THE PERFECT STORM (1997). 
2 John M. Maraganore, Good for iPods, but bad for patents, BOSTON GLOBE, March 22, 2008, at A9. 
3 See, e.g., Freidrich-Karl Beier, The Significance of the Patent System for Technical, Economic and Social 
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A. THE CONUNDRUM OF PATENT PROTECTION 
 
 The origin of the modern patent system in the 1625 English Statute of Monopolies 
well reflects the conundrum of patents.  Reacting to the hated but widespread system of 
royally-conferred exclusive trading privileges in everyday commodities, the English 
Parliament prohibited these grants excepting only “letters-patent and grants of 
privilege, for the term of fourteen years or under, hereafter to be made, of the sole 
working or making of any manner of new manufactures . . . .”4 
 Historical evidence points to utilitarianism rather than natural rights as the 
dominant philosophical driving force behind the monopoly exception carved out for 
patents.  Parliament’s objective seems to have been to use patents to coax forth 
wondrous new inventions that would benefit society, especially the emerging English 
merchant class, rather than merely as rewards to deserving inventors.5 

 Unlike a traditional monopoly, which was a potentially perpetual exclusive right 
in an already existing commodity, such as playing cards, a patent conferred an 
exclusive right for only a limited time and then only in a “new” invention.6  Thus, a 
patent would not deprive the public for even a limited time of something previously 
available to it.7  In this sense, patent grants were entirely consistent with the influential 
writings of Francis Bacon during this very period, particularly the Baconian principles 
of “knowing nature so we may control her” and of utilizing new discoveries based on 
empirical method to build a utopian society.8 

 The English colonies, however, continued to be subject to royally-conferred trading 
rights, and resentment against such abuses was a potent force leading to the American 
war of independence.  Colonial hostility to such exclusive trading rights 
notwithstanding, provisions for a patent system were included in the U.S. 
Constitution,9 and the first Congress of 1790 enacted patent legislation and established 
the U.S. Patent Office.10  Drawing on the Statute of Monopolies, however, the U.S. 

                                                                                                                    
 
 
Progress, 11 INT’L REV. INDUS. PROP. & COPYRIGHT L. 563 (1980); Sidney A. Diamond, Our 
Patent System:  The Past Is Prologue, 62 . J. PAT. OFF. SOC’Y 437 (1980); D.J. Quigg, The Patent System:  
Its Historic and Modern Roles, 50 ALB. L. REV. 533 (1986); Gerald G. Udell, To Promote the Progress of 
Science and Useful Arts:  Public Law and Technological Innovation, 19 IDEA 285 (1978). 
4 21 Jac., ch. 3 (1625); see also 1 LIPSCOMB’S WALKER ON PATENTS §1:5, at 31 (3d ed. 1984). 
5 For example, economic historian John U. Nef observed that the “[English] industrial adventurers 
and their political representatives [of this era] saw in the granting of patents a means of 
encouraging the search for the new inventions with which their prosperity was increasingly bound 
up.”  JOHN U. NEF, INDUSTRY AND GOVERNMENT IN FRANCE AND ENGLAND, 1540-1640, 
at 102 (1957). 
6 In Darcy v. Allen, 72 Eng. Rep. 830 (K.B. 1602), the English common law court drew the line 
between what it considered as a legitimate patent and an illegal monopoly. 
7 In United States v. Dubilier, 289 U.S. 179, 186 (1932), the Supreme Court explained that “a patent is 
not, accurately speaking, a monopoly [because an] inventor deprives the public of nothing which it 
enjoyed before his discovery [but rather adds] to the sum of human knowledge.” 
8 See generally FRANCIS BACON, THE ADVANCEMENT OF LEARNING AND NEW ATLANTIS 
(Oxford Univ. Press ed. 1974) (reprinting two of Bacon’s most influential early-seventeenth century 
works in a single volume); BERTRAND RUSSELL, A HISTORY OF WESTERN PHILOSOPHY 541-45 
(1945) (discussing Bacon’s philosophies). 
9 U.S. CONST. art. I, § 8, authorizes Congress to “promote the Progress of Science and Useful Arts by 
securing for limited Times to Authors and Inventors the exclusive Right to their respective Writings 
and Discoveries.” 
10 See generally Howard I. Forman, Two Hundred Years of American Patent Law, in 200 YEARS OF 
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Constitution limits patents to “inventors” of “useful arts” and only for “limited 
times.”11 
 Even Thomas Jefferson, himself a renowned inventor, and author of the Patent Act 
of 1793,12 expressed reservations about the restriction on the use of knowledge that is 
central to the patent system.  In his writings, Jefferson likened human knowledge to a 
lighted taper whose light can be passed on to others without diminishing its 
luminescence.13 
 The utilitarian conundrum is that, while patents may serve as a useful incentive to 
discoveries, knowledge once discovered should ordinarily be freely and widely 
accessible.  This conundrum is at the heart of long-standing controversies over who 
should be entitled to a patent, how long should a patent last, what subject matter 
should be eligible for patent protection, what standards of “novelty” and 
“nonobviousness” should an invention meet to deserve a patent, and what are 
appropriate procedures and remedies for enforcing a patent.  
 

B. HISTORICAL PATENT CYCLES 
 
 Since being established in 1790, the U.S. patent system has experienced several up 
and down cycles and, along the way, had its share of noteworthy supporters and 
critics.14  President Abraham Lincoln famously asserted that “[t]he Patent System added 
the fuel of interest to the fire of genius,”15 but today there is skepticism about whether 
patents truly stimulate innovation.16 
 Starting in the 1940s, the U.S. patent system faced a series of challenges including 
devastating antitrust law attacks that continued for more than thirty years.17  Familiar 
ways of exploiting patents through various types of licensing and tying practices were 
successfully challenged as anticompetitive forcing businesses to reassess the 
commercial value of patents.18 

 Because patent infringement and validity litigation followed the same U.S. District 

                                                                                                                    
 
 
ENGLISH & AMERICAN PATENT, TRADEMARK & COPYRIGHT LAW, BICENTENNIAL 
SYMPOSIUM PRESENTED BY THE A.B.A. SECTION OF PATENT, TRADEMARK & COPYRIGHT 
LAW 21 (1976). 
11 See supra note 9. 
12 Act of Feb. 21, 1793, 1 Stat. 319. 
13 In VI Writings of Thomas Jefferson (1814) at 180, Jefferson says:  “He who receives an idea from 
me, receives instruction himself without lessening mine; as he who lights his taper at mine, receives 
light without darkening mine.” 
14 See supra note 3. 
15 1 LIPSCOMB’S WALKER ON PATENTS §1:9, at 58 (3d ed. 1984). 
16 See, e.g., ADAM B. JAFFE & JOSH LERNER, INNOVATION AND ITS DISCONTENTS: HOW 
OUR BROKEN PATENT SYSTEM IS ENDANGERING INNOVATION AND PROGRESS, AND 
WHAT TO DO ABOUT IT (2007); JAMES BESSEN & MICHAEL J. MEURER, PATENT FAILURE: 
HOW JUDGES, BUREAUCRATS, AND LAWYERS PUT INNOVATORS AT RISK (2008). 
17 See, e.g., WARD BOWMAN, PATENT AND ANTITRUST LAW: A LEGAL AND ECONOMIC 
APPRAISAL (1973); William J. Keating, The Patent Monopoly Versus Antitrust Activism: Open Warfare 
or Armed Truce? 5 PAT. L. REV. 435 (1973); N.R. Powers, The Patent-Antitrust Balance: Proposals for 
Change, 4 PAT. L. REV. 345 (1972); John C. Stedman, Patents and Antitrust–The Impact of Varying 
Legal Doctrines, 1973 UTAH L. REV. 588; H. Blair White & Arthur F. Staubitz, The Antitrust Attack on 
Patent Licensing–From Light Bulbs to Lear Jets, 25 BUS. LAW 1725 (1970). 
18 Id.; see also Morton Salt Co. v. G.S. Suppiger Co., 314 U.S. 488 (1942). 
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Court – U.S. Court of Appeals route as other federal court cases, widespread and 
significant disparities emerged in patent treatment among the various federal circuits.19  
During the period of 1953-1977, only one federal circuit (out of eleven) held more than 
50% of the patents coming before it to be valid and infringed, only three upheld over 
30% of the patents adjudicated, and the notorious Eighth Circuit Court of Appeals 
upheld fewer than 10%.20  This triggered rampant, cutthroat forum-shopping strategies:  
because of collateral estoppel, the future of a patent depended on whether the patent 
owner could initiate litigation against a suspected infringer in a relatively “patent 
friendly” Circuit before the infringer could initiate a declaratory judgment action for 
invalidity and/or non-infringement in a “patent graveyard” Circuit.21 

 The U.S. Supreme Court was of little help during this period in resolving 
conflicting patent decisions from the Courts of Appeal.  Certiorari was rarely granted in 
patent appeals, and some of the Supreme Court patent decisions of this era confused 
more than clarified the issue.  For example, in the 1941 Cuno Engineering Corp. case,22 
Justice William O. Douglas enunciated the so-called “flash of genius” standard for 
patentability that bedeviled patent law until it was overruled by a provision of the 1952 
Patent Act drafted expressly for that purpose.23  In the 1976 Sakraida decision,24 the 
Supreme Court’s “synergism” requirement for the patentability of a combination of 
mechanical elements seemed to defy the laws of physics. 
 By the 1970s, many businesses had given up hope of saving the U.S. patent system 
and turned instead to increasing reliance on trade secrets, where possible, to protect 
their innovations.25  But, this approach was haphazard and ill-served business or the 
public.  Many potentially valuable and worthwhile inventions cannot effectively be 
protected by trade secrets because commercialization necessarily discloses the secret 
and puts it in the public domain.  These types of innovations, even if discovered, might 
never be commercialized in the absence of effective patent protection.  At the other 
extreme, unlike patents, which necessarily become public domain information upon 
patent expiration, some trade secrets – such as the formulation of Coca Cola® – can 
remain confidential information in perpetuity and may never become known to the 
public.26 

                                                   
 
 
19 See infra notes 29-30. 
20 See ADAM B. JAFFE & JOSH LERNER, INNOVATION AND ITS DISCONTENTS: HOW OUR 
BROKEN PATENT SYSTEM IS ENDANGERING INNOVATION AND PROGRESS, AND WHAT 
TO DO ABOUT IT (2008). 
21 See, e.g.,  Frederick S. Frei Comment, Patents–Collateral Estoppel–Defendant in Patent Infringement 
Suit May Plead Collateral Estoppel Against Owner Whose Patent Has Been Declared Invalid in Prior Suit 
Against Different Defendant–Blonder-Tongue Laboratories, Inc. v. University of Illinois Foundation, 60 
GEO. L.J. 1126 (1972). 
22 Cuno Eng’g Corp. v. Automatic Devices Corp., 314 U.S. 84 (1941). 
23 The last sentence of 35 U.S.C. § 103(a) (1970) provides:  “Patentability shall not be negatived by 
the manner in which the invention was made.” 
24 Sakraida v. Ag Pro, 425 U.S. 273 (1976). 
25 In Kewanee Oil Co. v. Bicron Corp., 416 U.S. 470 (1974), the Supreme Court affirmed the right of 
an inventor to choose trade secret protection over patents.  Although concurring in that decision, 
Justice Marshall lamented “that the existence of trade secret protection provides in some instances a 
substantial disincentive to entrance into the patent system.”  Id at 494. 
26 See, e.g., Robert Fieseler, Trading in Secrets, IP Law & Business, Jan. 2009, at 23; David Silverstein, 
Will Pre-Grant Patent Publication Undermine United States Trade Secret Law? 23 AIPLA Q. J. 695 (1996); 
Stephen S. Williams, Trade Secrets and Perpetual Royalties: How Long Can You Collect? 60 J. PAT. OFF. 
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 This disastrous trend in U.S. patent law abruptly reversed itself in the 1980s.27  
Several fortuitous developments coincided to facilitate this dramatic turnaround.  At 
the top of the list was the Federal Courts Improvement Act of 1982,28 which created the 
new U.S. Court of Appeals for the Federal Circuit (CAFC) and consolidated all patent 
appeals from the U.S. District Courts at the CAFC.  In this one brilliant stroke, decades 
of inconsistent patent case law among the Courts of Appeal was superseded by a single, 
more consistent body of CAFC patent law.29  The new CAFC was also blessed with the 
leadership of Chief Judge Howard Markey, who was unapologetically committed to 
putting the U.S. patent system back on the right track, and had both the expertise in the 
field and the respect of his judicial colleagues needed to achieve that ambitious goal.30 

 In addition, during the late 1970s-early 1980s, the Supreme Court gradually began 
to display greater receptivity to intellectual property protection.31  It was during this 
period, for example, that the Supreme Court reached critical five-to-four decisions 
upholding the patentability of at least certain types of computer programs32 and 
bioengineered life forms.33 

The remarkable resurgence of the U.S. and, indeed, the global patent system during the 
1980s and 1990s, however, led to new strains on the system.  In one of the great ironies 
of this field, patent law, a system designed to stimulate innovation, is typically stressed 
by the very new technologies it helps to bring into existence. 
 Is a new technology operable (e.g., a claimed cancer cure or a perpetual motion 
machine), or is it just science fiction?  Is the invention of a type (e.g., a living organism 
or a computer-enabled business method) that should be eligible for patent protection 
consistent with prevailing societal and ethical precepts?  Do some kinds of new 
inventions require a new calculation to properly balance the costs and benefits to 
society of awarding a patent?  Do patents on some types of technology inhibit rather 
than stimulate further innovation in the field?  Unfortunately, during the 1990s, 
technical advances outpaced answers to these important collateral questions. 
 The challenges confronting the patent system today are best seen in context as a 

                                                                                                                    
 
 
SOC’Y 442 (1978).  Regarding the Coca-Cola trade secret, see Mark Pendergrast, FOR GOC, 
COUNTRY, AND COCA-COLA: THE DEFINITIVE HISTORY OF THE GREAT AMERICAN SOFT 
DRINK AND THE COMPANY THAT MAKES IT, New York: Basic Books (2000); Frederick L. 
Allen, SECRET FORMULA: HOW BRILLIANT MARKETING AND RELENTLESS 
SALESMANSHIP MADE COCA-COLA THAT BEST-KNOWN PRODUCT IN THE WORLD, New 
York: Harper Collins (1995), and United States v. Coca Cola Company of Atlanta, 241 U.S. 265 (1916) 
(analyzing Coca Cola’s formulatin in the context of its labeling). 
27 See, e.g., David Silverstein, Polaroid Corporation v. Eastman Kodak Company: American Business 
Rediscovers the Patent System, 20 BUS. L. REV. 198 (1987). 
28 Pub. L. No. 97-164, 96 Stat. 25, 37 (1982) (codified at 28 U.S.C. § 1295 (1988)). 
29 See Jack O. Lever, Jr., The New Court of Appeals for the Federal Circuit (pts. 1 & 2), 64 J. PAT. OFF. 
SOC’Y 178, 243 (1982); Robert D. Wallick & Neil R. Ellis, The United States Court of Appeals for the 
Federal Circuit: At the Leading Edge of High Technology Issues, 36 AM. U. L. REV. 801 (1987). 
30 See Howard T. Markey, The Court of Appeals for the Federal Circuit: Challenge and Opportunity, 34 
AM. U. L. REV. 595 (1985); HOWARD T. MARKEY ON INTELLECTUAL PROPERTY: A 
COMPILATION OF HIS WRITINGS, OPINIONS, AND SPEECHES (1998). 
31 For example, the Supreme Court’s surprising and controversial decision in Aronson v. Quick 
Point Pencil Co., 440 U.S. 257 (1979) upholding the enforceability of a trade secret license on an 
unpatentable keyholder foreshadowed important 1980s decisions favoring patent protection.  
32 See infra notes 93-101 and accompanying text. 
33 See infra notes 102-105 and accompanying text. 
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delayed response to the stresses brought on by a cyclical burst of technological 
creativity over the last quarter century.  Periodic recalibration of the patent system to 
adapt to technological advancement is part of a necessary cycle.  But, overreaction has 
to be avoided to prevent crippling the patent system for a generation or longer, as was 
the case from the 1940s through the 1970s.  Equally important is the need to carefully 
assess the differential impact of recalibrating the patent system on different types of 
businesses.  As discussed in the following section, recent judicial decisions, if 
unchanged, will disproportionately disadvantage small businesses, thereby stifling 
what many consider to be the most productive source of technological innovation.34 
 

III. THE JUDICIAL SQUALLS – RECENT SUPREME COURT AND CAFC DECISIONS 
 

A. THE “NONOBVIOUSNESS” STANDARD 
 

1. KSR INTERNATIONAL CO. V. TELEFLEX, INC. (SUP.CT. 2007) 
 
 As discussed above, both the English Statute of Monopolies and the U.S. 
Constitution expressly required that an invention be “new” in order to be entitled to 
patent protection.  This standard was meant to insure that something which was 
already in the public domain would not become the object of a government-bestowed 
monopoly.  The requirement that an invention be “new” was legislatively reflected in 
the “novelty” standard of U.S. patent law.  An invention was generally considered 
“novel” if, at the time of the invention, it was not already publicly known or in public 
use in substantially the identical form.35  
 It soon became apparent that “novelty” by itself was too narrow a standard to 
protect against undeserving patents.  Although the identical invention might not 
already be in the public domain, variations on or substantial parts of the invention 
might be public knowledge, such that granting a patent on the invention would have 
the practical effect of restricting society’s future use of existing knowledge.  In the 1850 
case of Hotchkiss v. Greenwood,36 the Supreme Court required that, in addition to 
“novelty,” to be patentable an invention must not have been “obvious” from existing 
knowledge to one of ordinary skill in the art at the time the invention was made.  Sec. 
103 of the 1952 Patent Act codified this body of case law as the “nonobviousness” 
standard.37 

 While a “nonobviousness” standard in patent law makes intuitive sense, especially 
in light of the historical context, this standard has proven fiendishly difficult to apply in 
practice, subject to whim, arbitrariness and seemingly endless controversy.38  Although 

                                                   
 
 
34 See Dennis Fernandez, 5 Reasons You Should No Longer Bother Getting U.S. Patents, INTEL. PROP. 
TODAY, Feb., 2008, at 29; see also William Taylor, The Business of Innovation:  An Interview with Paul 
Cook, 90 HARV. BUS. REV. 97 (1990). 
35 35 U.S.C. § 102 (1970) defines the “novelty” standard of current U.S. patent law. 
36 11 How. 248, 13 L. Ed. 683 (1851). 
37 35 U.S.C. §103(a) (1970) provides in pertinent part: “A patent may not be obtained though the 
invention is not identically disclosed or described as set forth in section 102 of this title, 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.” 
38 See, e.g., Connell v. Sears, Roebuck & Co., 722 F.2d 1542 (Fed. Cir. 1983) in which the newly-
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far from perfect, the guidelines for applying the “nonobviousness” standard laid out by 
the Supreme Court in its 1966 decision in Graham v. John Deere Co.39 remained the 
touchstone for more than forty years.  Since 1983, the CAFC has endeavored to clarify 
and rationalize the Graham guidelines to bring some long overdue consistency to this 
inherently subjective patentability standard. 
 That seeming stability was abruptly upended, however, by the Supreme Court’s 
unanimous 2007 reversal of the CAFC’s decision in KSR International Co. v Teleflex Inc.40  
KSR involved one of the most persistently difficult types of “nonobviousness” cases – 
that is, where the invention is essentially a new combination of well-known mechanical 
components that achieves a different or improved result.  The patent at issue in KSR 
involved a position-adjustable pedal assembly for automobiles and trucks employing a 
sensor to detect the pedal’s position and to transmit that information to a computer 
controlling the throttle.  One prior art reference taught everything in the patent claim 
except the sensor.  Other prior art references taught sensors for use in other types of 
automotive applications. 
 In an infringement action brought by the exclusive patent licensee, the U.S. District 
Court granted summary judgment in favor of the alleged infringer because the 
invention, though meeting the “novelty” standard, would have been “obvious” from 
combining existing knowledge in the field and, therefore, was not deserving of patent 
protection.41  The CAFC reversed.42  While agreeing with the District Court that the 
several component parts which comprised the invention were individually known, the 
CAFC applied its so-called “TSM” test for “nonobviousness” and concluded that there 
was not a sufficient “teaching, suggestion or motivation” (TSM) in this technical field 
that would have led others to select and combine those components in the same way as 
in the invention.  The CAFC reasoned that, unless the prior art addressed the precise 
problem that the invention solved, simple recognition of the problem would not 
motivate someone to combine the specific teachings in just the right way.43 

 The Supreme Court reversed the CAFC decision, however, finding that the 
“Federal Circuit addressed the obviousness question in a narrow, rigid manner that is 
inconsistent with § 103 and this Court’s precedents.”44  Specifically, the Supreme Court 
held that “mounting an available sensor on a fixed pivot point of the [prior art] pedal 
was a design step well within the grasp of a person of ordinary skill in the relevant art 
and that the benefit of doing so would be obvious.”45 
 Citing the precedent of Great Atlantic & Pacific Tea Co.,46 from the depths of the era 

                                                                                                                    
 
 
created CAFC soundly repudiated the doctrine that an especially high standard of validity applied 
to “combination” patents involving combinations of existing mechanical components. 
39 383 U.S. 1 (1966). 
40 127 S. Ct. 1727 (2007). 
41 298 F.Supp. 2d 581 (E.D. Mich. 2003). 
42 119 Fed. Appx. 282 (Fed. Cir. 2005). 
43 Id. at 286-90. 
44 127 S. Ct. at 1730-31. 
45 Id. at 1731. 
46 Great Atlantic & Pacific Tea Co. v. Supermarket Equip. Corp., 340 U.S. 147 (1950).  The Court 
observed that the “function of a patent is to add to the sum of useful knowledge [whereas a] patent 
for a combination which only unites old elements with no change in their respective functions … 
obviously withdraws what is already known into the field of its monopoly and diminishes the 
resources available to skillful men.”  Id. at 152-53. 
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of judicial hostility toward patents, the Supreme Court further observed that “a 
combination of familiar elements according to known methods is likely to be obvious 
when it does no more than yield predictable results.”47  But, applying known laws of 
physics, can a combination of mechanical components ever produce anything more 
than “predictable results”?  Carried to its logical conclusion, such reasoning has the 
potential to undermine the patentability of virtually every invention. 
 The Supreme Court opinion in KSR left the status of the “teaching, suggestion or 
motivation” test in doubt.  While acknowledging that the “TSM test captures a helpful 
insight,” the Court also noted that “[h]elpful insights … need not become rigid and 
mandatory formulas [and, if] it is so applied, the TSM test is incompatible with this 
Court’s precedents.”48  In effect the KSR decision held that, in at least certain situations, 
the “teaching, suggestion or motivation” for combining references in a 
“nonobviousness” challenge to patentability can be inferred from circumstances instead 
of being explicitly shown by the references.  KSR thus threatens to undermine the 
CAFC’s arduous efforts to replace the arbitrariness of “nonobviousness” 
determinations with at least some measure of objectivity. 
 

2. THE LIKELY IMPACT OF KSR ON SMALL BUSINESS 
 
 The full impact of the KSR decision will not be apparent for years to come, but it is 
certain to make it more difficult and costly to obtain and enforce at least some types of 
patents.  There are varying opinions about whether the principles of KSR will be limited 
to inventions based on combinations of simple, well-known mechanical components or 
if, gradually, KSR reasoning will be expanded and applied to all types of inventions.49  
After KSR, can patentability be negated simply by showing that all of the separate 
pieces of an invention were already known, or does there still need to be something that 
teaches, suggests or motivates putting those particular pieces together in a particular 
way?  
 Because small business tends to be more dependent than larger business on patents 
to raise the capital needed to finance research and development activities, patenting 
costs, and commercialization of innovations, almost any change that increases the costs 
and/or decreases the value of patents will disproportionately negatively affect small 
businesses.  In addition, at least superficially “simple” inventions, typical of small 
businesses, will be more vulnerable to challenges under the KSR doctrine than the more 
complex and technically sophisticated inventions typical of larger businesses. 
 Extended battles with the Patent Office over the patentability of an invention 
under KSR standards may prove prohibitively costly to small businesses, as well as 
creating windows of opportunity for fleet-footed copycats to jump into the marketplace 
before patent protection is secured.  The added vulnerability of issued patents to 
validity challenges under KSR standards will reduce the credibility of a small business 
in asserting and pursuing a costly and lengthy patent infringement claim.  The high bar 

                                                   
 
 
47 340 U.S. 147 (2007). 
48 Id. 
49 See, e.g., Steven P. Smith & Kurt R. Van Thomme, Bridge Over Troubled Water: The Supreme Court’s 
New Patent Obviousness Standard in KSR Should Be Readily Apparent and Benefit the Public, 17 ALB. L. 
J. SCI. & TECH. 127 (2007); Robert M. Harkins, Jr., Any Obvious Conclusions? The Law of Obviousness 
in Patent Cases One Year After KSR, INTELL. PROP. TODAY, May, 2008, at 39-41. 
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 that existed pre-1983 for a patent owner to obtain preliminary injunctive relief may 
reemerge as the standard.50 

 The only apparent way to ameliorate the negative impact of KSR on small business 
would be to narrowly limit this decision, judicially or legislatively, to the facts of that 
case.  For any but the most simplistic inventions based on combinations of known 
mechanical parts, the CAFC’s “teaching, suggestion or motivation” test should clearly 
be reaffirmed as a necessary requirement for combining elements drawn from multiple 
prior art teachings when assessing the “non-obviousness” of an invention. 
 

B. THE DOCTRINE OF EQUIVALENTS 
 

1. FESTO CORP V. SHOKETSU (CAFC 2007) 
 
 A patent can be analogized to a deed to real estate:  the claims of the patent define 
the “metes and bounds” of the legal rights of the patent owner.51  A key distinction, 
however, is that a deed to a parcel of land defines the property line in precise 
mathematical terms while the boundary defined by the words of a patent claim is 
imprecise and open to interpretation.  A patent claim may be interpreted broadly or 
narrowly.  Sometimes, even a broad, but literal, interpretation of a patent claim may 
permit a competitor to copy the essence of a patented invention without committing 
“literal infringement” by trespassing across the boundary of the patent claim. 
 The “doctrine of equivalents” was established by the Supreme Court decision in 
the Graver Tank case as an equitable remedy to protect patents from being too easily 
“designed around” by trivial modifications from the literal terms of a patent claim.52  In 
effect, the doctrine of equivalents establishes a penumbra of somewhat flexible 
dimensions around a patent claim by including “equivalents” within the scope of 
protection.  If, for example, a patent claim specifies fastening two components together 
with a “screw,” is infringement avoided by using a nail, or are alternative types of 
fasteners merely “equivalents” of a screw?  A few examples below based on this 
hypothetical “screw” patent demonstrate how difficult it can be to properly define the 
scope of such a patent claim. 
 As with “nonobviousness,” the history of patents as a narrow exception to the 
general prohibition against sovereign-granted monopolies comes strongly into play in 
applying the doctrine of equivalents.  A patent should protect that which an inventor 
has invented, neither less nor more; but, the wording of a patent claim may be an 
imperfect measure of the scope of an invention. 

                                                   
 
 
50 In Smith Int’l, Inc. v. Hughes Tool Co., 718 F.2d 1573, 1578 (Fed. Cir. 1983), an early CAFC 
decision seen as loosening the standard for preliminary injunctions, the Court critically observed 
that “courts over the years developed a reluctance to resort to preliminary injunctions in patent 
infringement cases, and have constructed a rather strict standard for the granting of this form of 
equitable relief.” 
51 See, e.g., Laser Alignment, Inc. v. Woodruff & Sons, Inc., 491 F.2d 866 (7th Cir. 1974); Strumkis v. 
U.S., 474 F.2d 623 (Ct. Cl. 1973). 
52 In Graver Tank & Mfg. Co. v. Linde Air Prod., 339 U.S. 605, 607 (1950), the Court observed:  
“Outright and forthright duplication is a dull and very rare type of infringement.  To prohibit no 
other would place the inventor at the mercy of verbalism and would be subordinating substance to 
form.” 
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 Thus, if the description portion of the previously-referenced “screw” patent 
discusses fastener alternatives, such as nails or adhesives, but the patent claim only 
recites a “screw,” was that an accidental oversight or a deliberate choice, perhaps in an 
attempt to avoid prior art?  If the patent claim more broadly recites a “fastener,” does 
that claim encompass all types of fasteners described in the patent including non-
mechanical alternatives such as adhesives?  Does such a claim encompass fasteners that 
were known at the time the patent application was filed, but not specifically mentioned 
as “equivalents” in the patent?  Should such a claim extend even to types of fasteners 
that had not yet been invented at the time the patent application was filed? 
 The Festo line of cases53 involved a patent on a piston device in which a magnetic 
coupling drives a circular sleeve.   The claims of the patent application did not 
originally recite the material used for the sleeve.  But, as part of a response to an 
indefiniteness objection by the Patent Office during patent prosecution, a seemingly 
unnecessary but also unexplained limitation was added to the claims specifying that the 
sleeve be “made of a magnetizable material.”  The patent claims eventually issued 
containing that limitation. 
Subsequently, a competitor began marketing a comparable device, except using a sleeve 
made of an aluminum alloy.  Aluminum alloy is not a “magnetizable material,” so there 
was no literal infringement of the claims.  The question was whether the doctrine of 
equivalents could rescue this patent. 
 This case spawned a sequence of litigation leading to thirteen separate decisions at 
all three federal court levels and extending over a thirteen-year period.  During this 
time, in the Hilton-Davis54 case, the U.S. Supreme Court reaffirmed prosecution history 
estoppel as a restriction on claim interpretation.  Based on this decision, the CAFC 
subsequently held in an en banc decision that a patentee is not entitled to any scope of 
equivalents for patent claims narrowed by amendment for reasons related to 
patentability.55 
The Supreme Court, however, moderated this draconian approach by carving out three 
narrow exceptions:56  (1) where the equivalent was “unforeseeable at the time of the 
application”; (2) where “the rationale underlying the [claim] amendment [has] no more 
than a tangential relation to the equivalent in question”; and, (3) where for “some other 
reason … the patentee could not … be expected to [explain the amendment].”  
Following this ruling, the CAFC dismissed exceptions (2) and (3) as being inapplicable 
to Festo and remanded the case to the District Court for a determination of whether an 
aluminum alloy sleeve was an “unforeseeable” equivalent of a magnetizable sleeve at 
the time the claim amendment was made.57 

 The District Court answered “No,” and Festo returned one last time to the CAFC.58  
Concurring with the trial court, the CAFC observed that “an alternative is foreseeable if 
it is disclosed in the pertinent prior art in the field of the invention.”59  Applying this 

                                                   
 
 
53 Key decisions, each involving Festo Corp. and Shoketsu Kinzoku Kogyo Kibushiki, Co., Ltd. as 
parties in various stages of appeal include:  72 F.3d 857 (Fed.Cir. 1995); 234 F.3d 574 (Fed.Cir. 2000); 
344 F.3d 1359 (Fed.Cir. 2003); 493 F.3d 1368 (Fed.Cir. 2007). 
54 Warner-Jenkinson v. Hilton Davis Chem. Co., 520 U.S. 17 (1997). 
55 344 F.3d 1359 (Fed.Cir. 2003). 
56 Festo v. Shoketsu Kinzoku Kogyo Kobushiki Co., 535 U.S. 722, 740-41 (2002). 
57 344 F.3d 1359, 1364 (Fed.Cir. 2003). 
58 493 F.3d 1368 (Fed.Cir. 2007). 
59 Id. at 1379. 
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test to the case, the CAFC concluded that “use of an aluminum alloy sleeve was 
foreseeable at the time of the amendment because the pertinent prior art disclosed a 
non-magnetizable sleeve.”60  Because the claims could have been drafted to cover a non-
magnetizable sleeve, but failed to do so, “we find that the equivalent was surrendered 
by amendment.”61 

 

2. THE LIKELY IMPACT OF FESTO ON SMALL BUSINESS 
 
 The Festo case represents another step toward circumscribing the limits of the 
doctrine of equivalents.  Under the Festo and Hilton-Davis decisions, a patent claim may 
be accorded very little breadth beyond its literal scope.  Erosion of the doctrine of 
equivalents disproportionately disadvantages small business in several important ways.   
 First, the Festo principle that “an alternative is foreseeable if it is disclosed in the 
pertinent prior art” puts a high premium on a patent applicant’s comprehensive 
knowledge about the state of the art at the time of filing a patent application.  Larger 
businesses with long experience in a technology field are more likely than smaller, often 
newer, businesses to have a solid grasp of the state of the art.  Additionally, larger 
businesses are more likely than smaller businesses to have the financial and personnel 
resources, perhaps including in-house patent counsel, to conduct a detailed prior art 
search before preparing and filing a patent application.  With more complete 
knowledge up front, a patent application can be drafted to minimize the likelihood of 
having to rely on the doctrine of equivalents or of raising prosecution history estoppel 
issues. 
 A second challenge for small business is in the cost and timing realities of the 
patent prosecution process.  Even under the best of circumstances, the patenting 
process is lengthy (typically at least 2-3 years) and expensive (typically well over 
$20,000 for a U.S. patent).  If disagreement develops (as is common) between the patent 
applicant and the Patent Examiner over the scope of patentable subject matter, the 
ensuing appeals/additional patent prosecution process can delay the issuance of a 
patent for many years and dramatically escalate the costs. 
 Thus, when confronted with a stubborn, persistent Patent Examiner, a small 
business is often driven to compromise and accept a claim amendment that, in the 
Examiner’s mind, will place the patent application in condition for allowance.  Where a 
larger business might have the time, patience and resources to fight a questionable 
Patent Office rejection, a small business may choose expediency to keep its financial 
backers on board.  But, that expediency may prove costly, even devastating, if, under 
the principles of Festo and prosecution history estoppel, a seemingly minor claim 
amendment later bars assertion of patent infringement under the doctrine of 
equivalents. 
 A small business has to be aware of this potential problem from the outset and not 
race prematurely into the patenting process before the full scope of an invention is 
clearly understood and resources are committed for comprehensive application drafting 
and vigorous patent prosecution.  A U.S. “provisional” patent application62 can be used 

                                                   
 
 
60 Id. at 1383. 
61 Id. 
62 Provisional patent applications are provided for by 35 U.S.C. § 111(b) (1970).  See generally Oded 
Hecht, Extensive Use of Provisional Patent Applications in University Settings, INTELL. PROP. 
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to establish a filing date on a general inventive concept, while giving the patent 
applicant an additional twelve months to fully develop the invention and secure 
necessary funding before locking in to a “regular” patent application. 
 A possible legal palliative would be to shift the burden of proof in certain types of 
doctrine of equivalents/prosecution history estoppel cases.  Under the current Hilton 
Davis/Festo doctrines, the patent owner bears the burden of proving either that there 
was a contemporaneous, non-patentability related explanation for a limiting claim 
amendment or, alternatively, that the case falls within one of the three narrow 
exceptions described above.  A more patent-friendly approach would permit a patent 
owner to establish after the fact that an unexplained claim amendment had some 
reasonable purpose other than avoiding the prior art, and then shift the burden to the 
patent challenger to prove that, without the amendment, the claim would not have been 
patentable.  Although this approach might have saved the patent at issue in Festo, it 
would not help a patent applicant who chose the easy, expedient claim-amendment 
route to overcoming a questionable Patent Office prior art rejection instead of 
vigorously contesting it. 
 

C. DECLARATORY JUDGMENT JURISDICTION 
 

1. MEDIMMUNE, INC. V. GENENTECH, INC. (SUP. CT. 2007) 
 
 The mere existence of a U.S. patent has never been considered adequate by itself to 
support a declaratory judgment (DJ) action by a plaintiff seeking to have the patent 
invalidated or interpreted so as to avoid potential infringement.  Prior to Medimmune,63 
the “controversy” required to invoke the federal courts’ Article III jurisdiction in a 
patent case had long been “a reasonable apprehension of suit,” such as a threatening 
letter.64  But, in Medimmune, the U.S. Supreme Court specifically rejected that test as 
inconsistent with Supreme Court precedents in non-patent cases. 
 Medimmune and Genentech had entered into a license agreement covering an 
issued Genentech patent and a pending patent application.  When the patent 
application issued as a second patent, Genentech advised Medimmune that Genentech 
considered Medimmune’s principal drug product, accounting for 80% of Medimmune’s 
business, to be covered by the second patent and that it expected royalties under the 
license agreement.  Medimmune disagreed about whether its key drug product was 
covered by Genentech’s second patent, but it nevertheless agreed to pay the additional 
royalties “under protest and with reservation of all of its rights.” 
 Medimmune subsequently initiated a DJ action seeking to clarify its obligations 
under the license.  Because Medimmune was continuing to pay royalties under the 
license, however, the trial court dismissed the complaint, finding no reasonable 
apprehension of suit by Genentech under these circumstances.65  The CAFC affirmed, 

                                                                                                                    
 
 
TODAY,June, 2006; Irving N. Feit & Lauren T. Emr, Provisional Patent Application, Reality and Myth, 
INTELL. PROP. TODAY, Dec., 2002, at 8. 
63 549 U.S. 118 (2007). 
64 U.S. CONST. art. III, § 2, cl. 1; Declaratory Judgment Act, 28 U.S.C.A. §2201(a) (1970).  See generally 
Krieger, The Federal Declaratory Judgments Act as it Applies to Patent Actions, 52 J. PAT. OFF. SOC’Y 
440 (1970). 
65 2004 U.S. Dist. LEXIS 28681 (C.D. Cal. 2004). 
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citing its earlier decisions applying the “reasonable apprehension” test.66  But, the 
Supreme Court reversed that holding, concluding that a licensee under a patent should 
not have to terminate a license and incur the risk of infringement in order to obtain a 
judicial interpretation of the scope of a licensed patent.67 

 Thus, after the Medimmune decision, a patent licensee can bring a DJ action 
challenging the infringement, validity and/or enforceability of the licensed patent even 
while continuing to pay royalties to maintain the license in force.  Some commentators 
have suggested that the impact of Medimmune could be minimized by incorporating 
some type of “in terrorum” clause into the license agreement that would effectively 
thwart the licensee from bringing any patent challenges while seeking to preserve the 
benefits of the license.  In view of the Supreme Court’s reasoning in Medimmune, 
however, coupled with historical judicial hostility toward preventing a patent licensee 
from challenging patent validity,68 it seems doubtful that an “in terrorum” clause would 
be considered enforceable in these circumstances. 
 In an important post-Medimmune DJ case, SanDisk Corp. v. ST Microelectronics, Inc.,69 
the CAFC acknowledged that its earlier “reasonable apprehension” test was no longer 
controlling law.  Instead, the CAFC seemed to embrace a significantly lower DJ 
jurisdictional bar, observing that “where a patentee asserts rights under a patent based 
on … ongoing or planned activity of another party, and where that other party 
contends that it has the right to engage in the accused activity without a license, an 
Article III case or controversy will arise….”70  While reaffirming that a party learning of 
“the existence of a patent owned by another” by itself is insufficient to establish 
jurisdiction, the CAFC indicated that a patent coupled with “some affirmative act by the 
patentee” might now be enough.71 
 

2. THE LIKELY IMPACT OF MEDIMMUNE AND SANDISK ON SMALL BUSINESS 
 
 The hard reality is that small businesses rarely, if ever, can afford the millions of 
dollars needed these days to fight a typical patent litigation – either as a plaintiff or as a 
defendant.  When faced with litigation costs that would bankrupt the business, most 
small patent owners capitulate by essentially relinquishing their patent rights.  Thus, 
small businesses with patents to protect became adept at bringing their patents to the 
attention of actual or potential infringers (in the hope of either discouraging 
infringement or encouraging licensing negotiations), but without creating the 
“reasonable apprehension” of a lawsuit that would establish DJ jurisdiction. 
 Now, small businesses must struggle harder than ever to walk that fine line, a line 
that has become thinner and murkier as a result of Medimmune and SanDisk.  Almost 
any “affirmative act” by the patent owner to broadcast its patent rights, beyond its legal 
right to mark products, packaging and advertising with a patent number, might be 
deemed sufficient for DJ jurisdiction.72  There are anecdotal reports of patent owners 

                                                   
 
 
66 427 F.3d 958 (2005). 
67 549 U.S. at 137. 
68 See, e.g., Lear, Inc. v. Adkins, 395 U.S. 653 (1969). 
69 480 F.3d 1372 (Fed.Cir. 2007). 
70 Id. at 1381. 
71 Id. 
72 In pertinent part, 35 U.S.C. §287 provides: “(a) Patentees … may give notice to the public that [a 
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receiving mysterious patent-related inquiries from unknown third parties who, it is 
suspected, might be endeavoring to provoke a response that would constitute a 
jurisdiction-creating “affirmative act.” 
 This is another instance where recent case law seems to have gone too far when 
other, more modest approaches to the underlying problem might have been sufficient.  
For example, in a Medimmune-type situation, a licensee wanting to challenge a patent 
could be required to first renounce the license, but with some limitations on the 
damages the licensee would face if the patent were ultimately upheld.  This approach, 
which could be achieved judicially or legislatively, would facilitate reinstating the more 
sensible, practical “reasonable apprehension” test for DJ jurisdiction in patent cases. 
 

D. WILLFUL INFRINGEMENT AND ENHANCED DAMAGES 
 

1. IN RE SEAGATE TECHNOLOGY (CAFC 2007) 
 
 The Patent Act provides for enhancement of patent damages upon proof of willful 
infringement73 and the award of reasonable attorney fees in “exceptional cases.”74  In 
1983, the first year of its existence, in the case of Underwater Devices, Inc. v. Morrison-
Knudsen Co.,75 the CAFC imposed an affirmative duty on a potential infringer with 
knowledge of a patent to exercise due care by obtaining competent legal advice on 
patent validity/infringement from outside counsel before commencing any possible 
infringing activity.  Failure to obtain such an opinion letter “blessing” the infringer’s 
actions was deemed prima facie “willful” infringement. 
 Following the Underwater Devices decision, it became standard practice for 
businesses to obtain and tuck away such “clearance” letters as a kind of infringement 
insurance before commercializing technology intentionally designed to just barely 
avoid clear-cut patent infringement.76  If the arguably infringing activity provoked an 
infringement suit, the production of an opinion letter that likely negated “willful” 
infringement typically led to a relatively low-cost settlement.  Without good prospects 
for obtaining the “red meat” of enhanced damages and attorneys’ fees, most patent 
suits are just too costly, complex, time-consuming and fraught with uncertainty to be 
worth actually fighting. 
 But, a number of problems soon emerged in applying the Underwater Devices test of 
“willful” infringement, especially with regard to attorney-client privilege and the 
degree of independence of outside counsel.  In re Seagate Technology reopened the 
appropriateness of the Underwater Devices test for willful infringement as well as the 
related privilege issues.77 

                                                                                                                    
 
 
patented article] is patented, either by fixing thereon the word “patent” or the abbreviation ‘pat.’, 
together with the number of the patent….”  For a good discussion of the impact of the MedImmune 
decision, see Alan Grimaldi, MedImmune and its Progeny:  Possible Suggestions for Avoidance of DJ’s, 
INTELL. PROP. TODAY, June, 2007. 
73 35 U.S.C. § 284 (1970). 
74 Id. § 285. 
75 717 F. 2d 1380 (1983). 
76 In re Seagate Technology, LLC, 497 F.3d 1360, 1369 (Fed. Cir. 2007); see also MARK J. THRONSON 
ET AL., INTELLECTUAL PROPERTY LEGAL OPINIONS (2d ed. 2008) at §6 – “Patent Opinion-Of-
Counsel Defense Issues”. 
77 Id. at 1370-75. 
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After reviewing the history of this issue, and factoring in the U.S. Supreme Court’s 
2007 decision in the Safeco Ins. Co. case78 (which addressed the meaning of “willfulness” 
in the context of awarding punitive damages), the CAFC faulted its Underwater Devices 
test as setting too low a threshold for willful patent infringement.  It likened the due 
care standard of Underwater Devices to a negligence standard, whereas in Safeco the 
Supreme Court established a “reckless behavior” standard for punitive damages.79  The 
CAFC then went on to specifically “overrule the standard set out in Underwater Devices 
and hold that proof of willful infringement permitting enhanced damages requires at 
least a showing of objective recklessness.  Because we abandon the affirmative duty of 
due care, we also reemphasize that there is no affirmative obligation to obtain opinion 
of counsel.”80 

 Instead, the CAFC established a new two-part test.  First, “to establish willful 
infringement, the patentee must show by clear and convincing evidence that the 
infringer acted despite an objectively high likelihood that its actions constituted 
infringement of a valid patent.”81  Second, after “this threshold objective standard is 
satisfied, the patentee must also demonstrate that this objectively-defined risk … was 
either known or so obvious that it should have been known to the accused infringer.”82 

 
2. THE LIKELY IMPACT OF SEAGATE TECHNOLOGY ON SMALL BUSINESS 

 
 In the past, the principal leverage available to a small business in asserting its 
patent rights against a larger competitor was the realistic possibility of establishing 
“willful” infringement and being awarded enhanced damages and attorneys’ fees.  The 
possible award of attorneys’ fees in a patent litigation is often critical because these fees 
may dwarf the amount of actual damages.  Even an alleged infringer with a “clearance” 
opinion letter in its files might hesitate to risk a challenge to the credibility of that 
opinion under a relatively low “due care” standard of willfulness. 
 But, the leverage that small business patent owners enjoyed in this respect has 
effectively been eviscerated by the new, higher “willfulness” standard of Seagate 
Technology.  When the new willfulness test is coupled with the return to greater 
subjectivity in assessing “nonobviousness” under the KSR decision,83 it has now become 
extremely difficult to establish willful infringement against a well-prepared infringer.  
That loss of small business leverage means that small businesses will more often be 
forced to litigate their patent rights, instead of obtaining a quick settlement, and their 
access to experienced patent litigators willing to work on a contingent fee basis will be 
severely impaired. 

                                                   
 
 
78 Safeco Ins. Co. of Am. v. Burr, 127 S. Ct. 2201 (2007). 
79 497 F.3d at 1370-71. 
80 Id. at 1371. 
81 Id. 
82 Id. 
83 See supra notes 35-50 and accompanying text. 
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E. INJUNCTIVE RELIEF/COMPULSORY LICENSES 
 

1. EBAY V. MERCEXCHANGE (SUP.CT. 2006) 
 
 The Patent Act confers on the “several courts having jurisdiction of [patent cases 
the right to] grant injunctions in accordance with the principles of equity to prevent the 
violation of any right secured by patent….”84  But, injunctions in patent cases, as with 
all equitable remedies, are subject to the usual equitable considerations, such as a 
balancing of the respective hardships and whether the legal remedy (i.e., monetary 
damages) would suffice. 
 Prior to the Supreme Court decision in the eBay case,85 however, the CAFC’s 
“general rule” was that “courts will issue permanent injunctions against patent 
infringement absent exceptional circumstances.”86  Under this standard, entry of a 
permanent injunction against future infringement following a successful patent 
infringement trial was almost a certainty.  For this very reason, in early 2006, shortly 
after losing a patent infringement action brought by NTP, a patent “holding company,” 
Research in Motion quickly negotiated a $612 million settlement so it could continue 
marketing its hugely popular BlackBerry PDA product.87 

 But, in a unanimous decision in eBay coming just months after the NTP case, the 
Supreme Court returned to fundamental equitable principles by requiring that a 
winning patent infringement plaintiff satisfy the same “four-factor test historically 
employed by courts of equity” to establish entitlement to a permanent injunction, 
namely:88  “(1) that it has suffered an irreparable injury; (2) that remedies available at 
law, such as monetary damages, are inadequate to compensate for that injury; (3) that, 
considering the balance of hardships between the [patent owner] plaintiff and 
[infringer] defendant, a remedy in equity is warranted; and, (4) that the public interest 
would not be disserved by a permanent injunction.” 

 In patent infringement cases after eBay, the U.S. District Courts, liberated from the 
rigidity of the earlier CAFC “general rule,” have trended toward granting fewer 
permanent injunctions.  Analysis of those cases indicates that injunctive relief is now 
less likely to be awarded where the patent owner does not currently practice the 
invention (thus, an injunction would deprive the public of any legitimate source of the 
invention) and also where the patent owner has exhibited a willingness to license the 
patent (which suggests that money damages would be an adequate remedy).89 

                                                   
 
 
84 35 U.S.C. § 283 (1970). 
85 eBay, Inc. v. MercExchange, LLC, 547 U.S. 388 (2006). 
86 See MercExchange, LLC v. eBay, Inc., 401 F.3d 1323, 1339 (Fed.Cir. 2005). 
87 NTP, Inc. v. Research in Motion, 418 F.3d 1282 (2005), cert. den., 546 U.S. 1157 (2006) see also 
Alyson G. Barker, Patent Permanent Injunctions and the Extortion Problem, 88 J. PAT. & TRADE. OFF. 
SOC’Y 256, 256-57 (2006). 
88 547 U.S. at 391. 
89 Cf. z4 Techs., Inc. v. Microsoft Corp., 434 F. Supp. 2d 437 (E.D. Tex. 2006), and Paice LLC v. Toyota 
Motor Corp., 2006 U.S. Dist. LEXIS 61600 (E.D. Tex. 2006) (injunctions refused) with TiVo Inc. v. 
Echostar Communications Corp., 446 F. Supp. 2d 664 (E.D. Tex. 2006), and Wald v. Mudhopper 
Oilfield Svcs., Inc., 2006 U.S. Dist. LEXIS 51669 (W.D. Okla. 2006) (injunctions granted). 
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2. THE LIKELY IMPACT OF EBAY ON SMALL BUSINESS 

 
 While the legal fundamentals underlying the eBay case seem sound, questions 
persist among patent professionals about whether patents should be treated differently 
than other types of legal matters.  The essence of patent protection, after all, is the right 
to exclude others from “making, using or selling” the patented invention for the life of 
the patent.90  Critics of the eBay decision have argued that it opens the door in the U.S. to 
in effect imposing a “compulsory license” at a “reasonable royalty” on a recalcitrant 
patent owner, a practice once commonplace in many emerging economies but strongly 
criticized and now limited as part of the TRIPS Agreement.91 

 The problem for small business patent owners is that, after eBay, they have lost 
another important point of leverage against larger, infringing competitors.  Indeed, the 
incorporation of “public interest” considerations into the injunctive relief test under 
eBay is virtually an invitation and incentive to a large, well-financed infringer to try to 
establish a dominant market position in an infringing product in advance of litigation.  
If the large business can both effectively insulate itself from “enhanced damages” and 
build a strong “public interest” case for avoiding a permanent injunction, it will have 
little incentive to settle with the small business patent owner, perhaps forcing the patent 
owner into a no-win choice between pursuing litigation it cannot afford and effectively 
abandoning its patent rights. 
 

F. PATENTABLE SUBJECT MATTER 
 

1. CATEGORIES OF PATENTABLE SUBJECT MATTER 
 
 Section 101  of the Patent Act provides that:  “Whoever invents … any new and 
useful process, machine, manufacture, or composition of matter … may obtain a patent 
therefore….”92  This provision has been interpreted as conditioning patentability on an 
invention meeting the criteria that it be “useful” (meaning, at a minimum, that it be 
“operable”)93 and that it come within one of the four enumerated categories.  Although 
in theory these four categories lend themselves to encompassing virtually every type of 
invention, in practice the categories have been interpreted to exclude certain type of 
inventions.  Because such historical limitations are read into these so-called “utility 
patents,” Congress enacted supplemental legislation to provide separately for “design 

                                                   
 
 
90 35 U.S.C. §154(a)(1) (1970).  In Visto Corp. v. Seven Networks, Inc., 2006 U.S. Dist. LEXIS 91453 
(E.D. Tex. 2006), the court gave particular weight to this consideration in granting the injunction.  
See generally Andrew Beckerman-Rodau, The Supreme Court Engages in Judicial Activism in 
Interpreting the Patent Law in eBay, Inc. v. MercExchange, LLC, 10 TULANE J. TECH. & INTELL. 
PROP. 165 (2007). 
91 Agreement on Trade-Related Aspects of Intellectual Property Rights, Annex 1C to Agreement 
Establishing the World Trade Organization, reprinted in H.R. Doc. 316, 103d Cong., 2d Sess. 1621, 
(Sept. 27, 1994). 
92 35 U.S.C. §101 (1970). 
93 In Lowell v. Lewis, 15 F. Cas. 1018, 1019 (No. 8568) (C.C.D. Mass. 1817), Judge (later Justice) Story 
observed: “The word ‘useful’ … is [used in the patent] act in contradistinction to mischievous or 
immoral.”  In Ex parte Payne, 1904 C.D. 42, 108 O.G. PAT. OFF. 1049 (1903), the “useful” 
requirement was further interpreted to mean “operable.” 
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patents”94 and “plant patents.”95 
 Historically, laws of nature, mathematical formulas and methods of doing business 
were routinely considered unpatentable under § 101.96  But, the advent of computer 
technology beginning in the 1960s raised challenging questions about where to draw 
the line between a patentable computer innovation and a law of nature, mathematical 
formula or business method masquerading as something different just because it was 
implemented by means of a computer.97  A trio of 1970s - early 1980s Supreme Court 
decisions in computer-related patent cases laid the foundations for gradual judicial 
expansion of the scope of patentable inventions over the next two decades. 
 

2. CASES BROADENING THE SCOPE OF PATENTABLE SUBJECT MATTER 
 
 In Gottschalk v. Benson (1972),98 involving a patent application on a computerized 
method of converting binary-coded-decimal numerals into pure binary numerals, the 
Supreme Court held that “[p]henomena of nature, though just discovered, mental 
processes, and abstract intellectual concepts are not patentable, as they are the basic 
tools of scientific and technological work.”  In Parker v. Flook,99 the Supreme Court 
refused patentability on the ground that patenting a computer-implemented method of 
calculating alarm limit values would, in effect, be granting an exclusive right to practice 
the underlying mathematical formula. 
 By contrast, in Diamond v. Diehr,100 a 5/4 decision by a somewhat differently 
composed Supreme Court, a computer-implemented process for curing synthetic 
rubber that employed a mathematical formula was held to constitute patentable subject 
matter.  The Gottschalk and Parker precedents were distinguished, not overruled, on the 
ground that in Diehr “respondents … do not seek to patent a mathematical formula [but 
instead] seek patent protection for a process of curing synthetic rubber.  [Although 
their] process admittedly employs a well-known mathematical equation … they do not 
seek to pre-empt the use of that equation [except] in conjunction with all of the other 
steps in their claimed process.”101 

 Another step toward expanding the scope of patent protection at about the same 
time was the Supreme Court’s landmark 1980 holding in Diamond v. Chakrabarty,102 also 
a contentious five-to-four decision, that human-made microorganisms were patentable 
subject matter.  The Court agreed with the principle that “Einstein could not patent his 

                                                   
 
 
94 35 U.S.C. §171 (1970). 
95 Id. §161. 
96 In Munson v. City of New York, 124 U.S. 601 (1888), the Supreme Court held that a bond coupon 
recording book did not constitute patentable subject matter.  In In re Wait, 73 F. 2d 982 (CCPA 
1934), the Court of Customs and Patent Appeals in an appeal from a Patent Office rejection held 
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unpatentable business method. 
97 The dissenting opinion of Justice Stevens in Diamond v. Diehr, 450 U.S. 175, 193-205 (1981), 
includes a comprehensive account of the evolution of patent law relative to computer technology 
from the 1960s. 
98 409 U.S. 63 (1972). 
99 437 U.S. 584 (1978). 
100 450 U.S. 175 (1981). 
101 Id. at 187. 
102 447 U.S. 303 (1980).  See generally Gary S. Watson, Case Note, The Patentability of Living 
Organisms: Diamond v. Chakrabarty, 20 AM. BUS. L.J. 93 (1982). 
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celebrated law that E = mc2; nor could Newton have patented the law of gravity 
[because such] discoveries are ‘manifestations of … nature, free to all men and reserved 
exclusively to none.’”103  But, it concluded that this case was different because the 
microorganism bioengineered by this inventor was “not nature’s handiwork, but his 
own; accordingly it is patentable subject matter under § 101.”104 
 

3. STATE STREET BANK V. SIGNATURE FINANCIAL GROUP (CAFC 1998) 
 
 Based on the breakthrough decisions of Chakrabarty and Diehr, patent applicants 
began to test what had, in the past, been considered the limits of patentable subject 
matter.  With Chakrabarty as precedent, the biotechnology industry expanded rapidly 
leading to efforts to patent genetic sequences and ever-higher life forms, e.g., the 
“Harvard” mouse, raising troubling ethical concerns.105  Under the Diehr doctrine, the 
Patent Office was confronted with a whole new array of patent applications for 
computer-assisted method inventions leading to further case law developments in this 
area.106  A landmark in this evolution was the famous 1998 State Street Bank case107 
involving the patentability of a data processing system for implementing an investment 
structure and administering investments in a tax-efficient manner. 
 Signature Financial Group and State Street Bank were both in business as 
custodians and accounting agents for multi-tiered partnership fund financial services, 
but Signature owned the patent rights to the data processing system at issue.  When 
State Street’s efforts to negotiate a license under the patent broke down, State Street 
initiated a declaratory judgment action asserting patent invalidity, unenforceability and 
noninfringement.  The District Court granted summary judgment in favor of State 
Street on grounds of invalidity under § 101.108 

 On appeal, however, the CAFC reversed the District Court.109  In an opinion 
having particular authority because it was authored by 94-year old Judge Giles S. Rich, 
who is credited with being the “principal author” of the 1952 Patent Act (including  
101)110 and who had served almost forty years on the CAFC and its predecessor court, 
the CAFC declared that there is no “business method” exception to the categories of 
patentable subject matter.111  Instead, Judge Rich asserted:  “Since the 1952 Patent Act, 
business methods have been, and should have been, subject to the same legal 

                                                   
 
 
103 447 U.S. at 309. 
104 Id. at 310. 
105 See, e.g., Rebecca Dresser, Ethical and Legal Issues in Patenting New Animal Life, 28 JURIMETRICS J. 
399 (1988); Marla Cone, The Mouse Wars Turn Furious, L.A. TIMES, May 9, 1993, at A16; William S. 
Feiler, Birth of Dolly Raises Patent Issues on Clones, N.Y. LAW J., March 9, 1998. 
106 For example, in Paine, Webber, Jackson & Curtis, Inc. v. Merrill Lynch, Pierce, Fenner & Smith, 
Inc., 564 F. Supp. 1358 (D. Del. 1983), the court upheld the patentability of a claim directed to a cash 
management account system finding that such a claim was distinguished from the mathematical 
algorithm type of claim at issue in Benson; see also In re Abele, 684 F. 2d 902 (CCPA 1982). 
107 149 F.3d 1368 (Fed. Cir. 1998). 
108 927 F. Supp. 502 (D. Mass. 1996). 
109 149 F.3d 1368 (Fed. Cir. 1998). 
110 Scott E. Kamholz, The Proscription Against Broadening Claims in Reissue and Reexamination:  Conflict 
Between the Federal Circuit and the Board of Patent Appeals and Interferences, 88 J. PAT. & TRADE. OFF. 
SOC’Y 124, 129 (2006). 
111 149 F.3d at 1375. 



172/Vol.XIX/Southern Law Journal 
 
requirements for patentability as applied to any other process or method.”112  The 
proper test for patentability under § 101 according to State Street was whether the 
invention produces a “useful, concrete and tangible result.”113 

 
4. IN RE NUIJTEN (CAFC 2007); IN RE COMISKEY (CAFC 2007); IN RE BILSKI (CAFC 2008) 

 
 The decision in State Street opened the floodgates of applications for business 
method patents, including for what many people considered to be increasingly tenuous 
inventions.  Jeff Bezos, founder and then-Chairman of Amazon.com, was incredulous at 
his company’s ability to obtain and actually enforce a patent on “one-click” internet 
buying.114  Particularly in the rapidly evolving and highly innovative computer and 
electronic commerce fields, the proliferation of business method patents became not just 
an irritant but, many asserted, a formidable barrier to further innovation.  Pressures 
mounted for legislative and/or judicial changes. 
 In a set of three decisions in 2007-2008, the CAFC abruptly reversed direction from 
the seemingly ever-expanding scope of patentability.  In the case of In re Nuijten,115 the 
CAFC held that a patent claim directed to an encoded signal having embedded data as 
part of a recording for purposes of detecting unauthorized copies of the recording did 
not come within one of the statutory categories of a “process, machine, manufacture, or 
composition of matter” under § 101.  Drawing on various Supreme Court precedents, 
the CAFC adopted the definition of “manufacture” as limited to “tangible articles or 
commodities,” and found that the claimed “signals” did not satisfy this definition.116 

 In the case of In re Comiskey,117 the CAFC determined that a claimed method 
incorporating “the mental process of resolving a legal dispute between two parties by 
the decision of a human arbitrator” did not meet statutory utility requirements under 
the Gottschalk and Parker standards.118  In dicta having a very different tone than that 
used by Judge Rich in the State Street decision, the CAFC said:  “[T]he patent statute 
does not allow patents on particular systems that depend for their operation on human 
intelligence alone, a field of endeavor that both the framers and Congress intended to 
be beyond the reach of patentable subject matter.”119 

 In the most recent of the three cases, In re Bilski,120 the CAFC held that, for a patent 
claim directed to what is fundamentally a business method to be patentable, the claim 
must either be tied to a particular machine or apparatus or the method steps must 
transform a particular article into a different state or thing.121  The claim at issue in Bilski 
was for a method of managing the consumption risk costs of a commodity including the 

                                                   
 
 
112 Id. 
113 Id. at 1373. 
114 U.S. Pat. No. 5,960,411 was issued to Amazon.com on September 28, 1999.  Only 22 days later, 
Amazon.com sued rival Barnesandnoble.com for patent infringement over its “Express Lane” 1-
click shopping system, and obtained a preliminary injunction on December 1, 1999, Amazon.com, 
Inc. v. Barnesandnoble.com, Inc., 73 F.Supp.2d 1288 (W.D. Wash. 2000). 
115 500 F.3d 1346 (Fed. Cir. 2007); cert. denied, 129 S. Ct. 70 (2008). 
116 Id. at 1356-57. 
117 499 F.3d 1365 (Fed. Cir. 2007). 
118 Id. at 1379. 
119 Id. 
120 545 F.3d 943 (Fed. Cir. 2008). 
121 Id. at 954. 
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steps of “(a) initiating a [first] series of transactions…; (b) identifying market 
participants…; and (c) initiating a [second] series of transactions….”122  The CAFC 
found the subject matter unpatentable because the claimed method was netiher tied to a 
machine or apparatus, nor did it transform anything.  The CAFC specifically observed 
that, in the context of § 101, the word “process” should be accorded a narrower 
interpretation than its ordinary meaning.123 
 

5. THE LIKELY IMPACT OF NUIJTEN, COMISKEY, AND BILSKEY ON SMALL BUSINESS 
 
 Unlike capital-intensive, R&D-based innovations, such as new pharmaceuticals, 
principally attributed to big businesses, business method inventions often spring from 
small business settings.  Identifying creative solutions to specialized small business 
problems may be the genesis of inventions which, while lacking the importance of, for 
example, a cancer cure, nevertheless represent significant advances of substantial 
commercial value. 
 The State Street decision seemed to open a window of opportunity for more 
expansive patent protection for these types of inventions, but that window may now be 
closing.  The Nuijten, Comiskey, and Bilski decisions have unmistakably set a higher bar 
for patentability under § 101 than that suggested by State Street.  The Supreme Court’s 
disparaging reference to business method patents in the eBay case as a justification for 
perhaps even further limiting injunctive relief124 indicates that the more restrictive 
approach to evaluating the patentability of business methods will not soon be turned 
around. 
 It has been suggested that the Bilski requirements for patentability of a business 
method often can be met by careful claim draftsmanship, for example framing a 
business method claim as a “system” reciting machine or apparatus components, 
similar to the claim held patentable in State Street.  But, this strategy may fail to account 
for the impact of the KSR decision as discussed above.125  After KSR, reciting well 
known mechanical elements that perform only their well known functions as a 
technique for disguising the business method aspects of a patent claim may avoid the 
shoals of § 101 but invite wreckage on the rocks of Sec. 103 “obviousness.” 
 It is not just the seemingly mundane types of business method patents that are 
affected by the new case law.  Several more recent decisions suggest that many 
important biotechnology methods may also be denied patentability under current 
interpretations of § 101.126  The impact of the tougher § 101 standards may thus be more 
far reaching and damaging to innovation than has been fully appreciated. 

                                                   
 
 
122 Id. at 949. 
123 Id. at 951. 
124 In a concurring opinion in eBay, 547 U.S. at 395, Justice Kennedy (joined by Justices Stevens, 
Souter, and Breyer) observed that “injunctive relief may have different consequences for the 
burgeoning number of patents over business methods, which were not of much economic and legal 
significance in earlier times.  The potential vagueness and suspect validity of some of these patents 
may affect the calculus under the four-factor test.” 
125 See supra notes 35-50 and accompanying text. 
126 See, e.g., Lab. Corp. of Am. Holdings v. Metabolite Lab., Inc., 548 U.S. 124, 125 (2006) (where 
dismissal of the writ of certiorari provoked a dissent by Justice Breyer specifically criticizing the 
State Street decision).  
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IV. THE LEGISLATIVE SQUALLS:   
CONGRESSIONAL PROPOSALS FOR PATENT LAW REFORM 

 
 Controversial patent reform legislation pending before the 110th Congress127 died 
last year without passage.  At least certain key elements of that failed legislation, 
however, are being reintroduced in the new Congress.  It is thus far uncertain whether 
those proposals will garner more or less support this time around. 
 The battle lines of legislative patent reform have principally crystallized around 
“new” technology (e.g., computer/e-commerce) businesses versus “old” technology 
(e.g., pharmaceutical/manufacturing) businesses, but an equally important perspective 
is to view patent reform through the lens of big businesses versus small businesses.  
Proposed legislative patent reforms – among them (A) first-to-file provisions; (B) post-
grant review proceedings; and, (C) royalty/damages provisions – are likely to have 
disproportionately negative impacts on small businesses. 
 

A.  FIRST-TO-FILE PROVISIONS 
 
 Proposed legislation would make the United States a “first-to-file” country.128  The 
United States is the only major country that still maintains a first-to-invent patent 
system.  Through a complicated “interference” procedure, the U.S. Patent and 
Trademark Office resolves priority of invention disputes between two applicants 
asserting rights to substantially the same discovery.  This approach admittedly 
introduces enormous uncertainty over who is entitled to the patent and puts the United 
States at odds with the rest of the world.  On the other hand, awarding patent rights to 
whomever wins the race to the Patent Office favors better capitalized big businesses 
over small businesses, especially after the Festo decision.129 
 

B. ENHANCED POST-GRANT REVIEW PROVISIONS 
 
 Proposed legislation provides for an enhanced post-grant patent review 
procedure.130  The objective behind post-grant review is to improve the “quality” of 
patents by giving the Patent Office another chance to consider the patentability of an 
issued patent prior to litigation.  But, if these procedures are not carefully balanced, 
post-grant review can provide well-financed patent challengers with new opportunities 
to impose costly and burdensome enforcement delays on small business patent owners.  
 

C. ROYALTY / DAMAGES PROVISIONS 
 
 The royalty/damages provisions131 of the proposed legislation have two important 

                                                   
 
 
127 Patent Reform Act of 2007; Senate version S. 1145; House version H.R. 1908. 
128 S. 1145, Sec. 2; H.R. 1908, Sec. 3. 
129 See, e.g., Alexander Poltorak, First-to-File vs. First-to-Invent, INTELL. PROP. TODAY, April, 2008.  
In discussing the first-to-file provisions of the proposed legislation, the author observes: “A First-to-
Invent system, therefore, is very important to small businesses and independent inventors who 
need to take their financial resources into consideration.”  Id. at 40. 
130 S. 1145, Sec. 5; H.R. 1908, Sec. 6. 
131 S. 1145, Sec. 4; H.R. 1908, Sec. 5. 
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aspects.  First, the legislation would codify the higher standards for establishing willful 
infringement and entitlement to enhanced damages in accordance with the CAFC’s 
ruling in Seagate Technology.132  As discussed above, however, the Seagate Technology 
standards strip small business patent owners of much-needed leverage in disputes with 
large business alleged infringers.  The proposed legislation would “freeze” the Seagate 
Technology standards and end the hope of future judicial rethinking and moderation. 
 Second, the legislation would restrict the damages assessment approaches 
available to a successful patent owner.  “Lost profits” and a “reasonable royalty,” as 
proposed, may be inadequate measures of the actual damages suffered by a small 
business as a consequence of patent infringement.  By restricting the court/jury’s ability 
to consider more creative measures of infringement damages, as currently in use, the 
likelihood of a small business receiving appropriate compensation would be 
dramatically diminished. 
 These are only a few of the many challenges patent reform legislation could pose 
for small businesses.  As these measures are taken up for reconsideration by the new 
Congress, small businesses should strive to insure that their legislators are as aware of 
the important small/large business implications of that legislation as they are of the 
“new”/”old” technology issues. 
 

V. THE REGULATORY SQUALLS – PROPOSED PATENT OFFICE RULE CHANGES 
 
 Proposed U.S. Patent and Trademark Office (USPTO) rule changes are best seen as 
a defensive response to the unprecedented challenges confronting this agency over the 
last two decades.  On the one hand, the USPTO budget remains severely constrained by 
limited Congressional appropriations, so fee increases cannot be relied on to satisfy 
USPTO budgetary “wish lists.”  On the other hand, physical space limitations, an 
explosion of patent application filings, the rapid emergence of new technology fields 
(e.g., biotechnology and computer-implemented business methods), and intractable 
Patent Examiner retention problems have resulted in growing processing backlogs (as 
long as five years in some technology fields!) that have embarrassed the agency and 
provoked public and political criticism.  In this environment, it should not be surprising 
that the USPTO has been searching for ways to lighten its workload. 
 One approach to the workload problem has been to aggressively pursue 
outsourcing opportunities.  Today, substantially all of the USPTO’s search operations in 
its role as International Search Authority (ISA) under the Patent Cooperation Treaty 
(PCT) are outsourced to private firms. 
 Another more controversial approach to the workload problem, however, is to 
impose rule changes that reduce the amount of time needed to examine and process a 
patent application.  Efficiencies can be achieved both by constraining the scope of the 
patent prosecution process and by shifting portions of the workload to patent 
applicants through increased disclosure requirements, such as requiring an applicant to 
provide a detailed explanation about how the invention distinguishes over known prior 
art. 
 To this end, the USPTO has been developing three packages of important rule 
changes over the last several years:  the “Claims and Continuations” rule package; the 
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“Information Disclosure” rules package; and the “Alternative Claim Language” rules 
package.  The common denominator in these rule change proposals is lightening the 
USPTO workload.  But, those rule changes would impose high costs on patent 
applicants, require difficult patent prosecution choices, and create prosecution history 
estoppel “landmines” that would jeopardize the enforceability of any resulting patent. 
 To date, the USPTO has only tried to implement the “Claims and Continuations” 
rule package, and that effort has not gone smoothly.  Final rules were published on 
August 21, 2007,133 and the new rules were scheduled to take effect on November 1, 
2007.  But, the groundswell of opposition to those rules provoked several lawsuits. 
 In a Halloween surprise only a day before the new rules were to take effect, the 
U.S. District Court for the eastern district of Virginia (where the USPTO is located) 
entered a preliminary injunction against the USPTO enjoining implementation of the 
new rules.134  Five months later in an April Fool’s Day ruling, the District Court 
permanently enjoined the USPTO from implementing the new rules under the 
Administrative Procedures Act, holding that the new rules were “substantive” in nature 
while the USPTO had only “procedural” rule-making authority.135  In a March 2009 
decision on a USPTO appeal, however, the CAFC partially reversed and partially 
upheld that District Court decision, and it returned the case to the District Court for 
further proceedings.136  So, this unusual saga continues with the final outcome still very 
much in doubt. 
 In view of this experience, and with the USPTO undergoing leadership changes 
under the new Obama administration, it seems likely that the USPTO will proceed 
cautiously with any other rule change initiatives.  But, the forces that led to the rule 
change proposals have not abated, thus the new rules are likely to reappear in one form 
or another. 
 For small businesses, patent rule changes that impose sharply higher costs, 
onerous disclosure requirements, limitations on claims, and restrictions on continuation 
applications and other procedures that currently afford patent applicants opportunities 
to correct earlier mistakes could prove devastating and seriously discourage their use of 
the patent process.137 

VI. CONCLUSION 
 
 The patent cycle upswing that took root in the 1980s has now decisively plateaued 
or, perhaps, entered a downturn period.  Recent patent case law may, in some 
instances, represent justifiable corrections of excesses favoring patent rights over the 
public interest, but care must be exercised to avoid squelching innovation by going too 
far in reining in patent rights. 
 This is likely to be a particularly challenging period for small businesses because 

                                                   
 
 
133 See Changes to Practice for Continued Examination Filings, Patent Applications Containing 
Patentably Indistinct Claims, and Examination of Claims in Patent Applications, 72 Fed. Reg. 46716, 
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they are more vulnerable than their larger competitors to patent changes that impose 
higher costs, heavier regulatory burdens, and lower rewards on the patent system.  
Judges, legislators and Patent Office administrators should be especially sensitive to the 
differential impacts of patent reforms on large and small businesses and should strive 
to find reasonable ways to ameliorate those differential burdens. 


