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Today's Agenda

Patenting Business Models, Software




1
Patenting “Software”

35U.5.C8 101 - Inventions patentable

Whoever invents or discovers any new and useful

" The Subject Matter Requirement ':e:ff

may obtain a patent therefor, subject to the conditions
and requirements of this title




Categories of Subject Matter Limitations

Products of Nature / Living Things
Living Organisms
Naturally-Occurring Products

Mathematical Algorithms
Abstract Ideas
Computer Software?
Business Models?

Why can't you patent math?
(or “abstract ideas"?)
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Gottshalk v Benson (1972)




Gottshalk v Benson (1972)

&. The method of converting signals fram binary codsd
o 2 decimal form into bizary which comprises the staps of
—EEE— T {1) storing the binory caded decimal signok in o
e TRETTS reanirost <hift register,
—— EE {2) shifting the signals to the right by at leost thres
=l places, until thare is o Binory '1' in the second positisn
of said register,
{3) mosking sut soid Binory '1' in said sacoed
gosition of soid register,
{4) odding o Binary '1" to the first pasition of said
totit S register,
e ST {5) shiffing the signals to the left by twa pesitions,
e {6) odding o °1" ta soid Frst pasition, and
e =IEI e . {7) shidting the signals o the right by at least three
s M otk posificns in pregaration for o succaeding binary '1' in
tha szcond posifian of soid register.

Gottshalk v Benson (1972)

(5] Tranaformation and reduction
of an article “to a different state or
== thing™ is the clue to the patentability of

2 == particalar machines. So it is that a pat-
SF—re == eat in the process of “manufacturing
e fat acids and glycerine from fatty bodies
c e« o by the action of water at a high tem-

perature and pressure” was sustained in

Tilghman v, Proctor, 102 U.S. 707, 721,
== 25 LEd 279. The Court said, "The




Gottshalk v Benson (1972)

[T] It is comceded that csme may et
ST patent an iSes. But in practical «ffect
that would be the result if the formala
for comverting BCD numerals to puasre M
- vwe BAry numesals were patesied in this
. case. The mathematical formula invely
od here has 1o ssbetantial practical ap
plication except in conmection with 3 dig-
ital computer, whichgmeans that if the
judgment below is affirmed, the patest
S — would whelly pre-emgt the matbematical
== w = forssela and in practical effect would be
. e = & patent on the alporithm iteelf
It may be that the patent Jaws should
= be extended to cover these prograss &
SR S S v policy matter to which we are Dot compe-
T . test Lo speak, The Presidest’s Commis
- . tion on the Patent System ¢ rejocted the
proposal that these programs be jatest.
able: *
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Diamond v. Diehr (1981)




Diamond v. Diehr (1981)
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Diamond v. Diehr (1981)

On the other hand, when a claim containing
a mathematical formula implements or ap-
plies that formula in a structure or process
which, when considered as a whole, is per-
forming a function which the patent laws
were designed to protect (e. g, transform-
ing or reducing an article to a different
state or thing), then the claim satisfies the
requirements of § 101. Because we do not
view respondents’ claims as an attempt to
patent a mathematical formula, but rather
1o be drawn to an industrial proggss for the
molding of rubber products, we affirm the
Judgment of the Court of Customs and Pat-

ent Appeals.”
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In re Alappat

Although many, or arguably even all, of the
means elements recited in claim 15 represent
circuitry elements that perform mathematical
calculations, which is essentially true of all
digital electrical circuits, the claimed
invention as a whole is directed to a
combination of interrelated elements which
combine to form a machine for converting
discrete waveform data samples into anti-
aliased pixel illumination intensity data to
be displayed on a display means. This is not a
disembodied mathematical concept which may be
characterized as an "abstract idea,” but
rather a specific machine to produce a useful,
concrete, and tangible result.




Diehr

Alappat

[W]hen a claim containing o
mathemafical formula implements
or applies that formulain
structure or process which, when
considered os o whole, is
performing a function which the
patent laws were designed to protect
(e. g., transforming or reducing an
arficle fo o different state or thing),
then the claim safisfies the
requirements of § 101.

This is not a disembodied
mathemafical concept which may
be characterized as on "abstroct
idea,” but rather a specific
machine fo produce a useful,
concrete, and tangible result.

Diehr

Alappat

[W]hen a claim containing o
mathemafical formula implements
or applies that formulain a
structure or process which, when
considered os o whole, is
performing a funciion which the
patent laws were designed to protect
(e. g., transforming or reducing an
arficle to o different state or thing),
then the claim safisfies the
requirements of § 101.

This is not a disembodied
mathemafical concept which may
be characterized as on "abstract
idea,” but rather a specific
machine fo produce a useful,
concrete, and tangible result.
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State Street Bank (1998)

Today, we hold that the transformation of data,
representing discrete dollar amounts, by a
machine through a series of mathematical
calculations into a final share price,
constitutes a practical application of a
mathematical algorithm, formula, or calculation,
because it produces "a useful, concrete and
tangible result"--a final share price
momentarily fixed for recording and reporting
purposes and even accepted and relied upon by
regulatory authorities and in subsegquent trades.
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In re Bilski (Fed Cir 2009)

Unied Bimen Sondt of Appenis bor Tw P mdera Saat

A method for managing the consumption risk costs of a
commadity sold by a commodity provider at a fixed price
comprising the steps of:

(a) initiating a series of transactions between said
compodity provider and consumers of said commodity wherein
said consumers purchase ssid commodity at a fixed rate based
upon historical averages, said fixed rate corresponding to a
risk position of said consumer:

(&) identifying market participants for said commodity
having a counter-risk position %o said consumers; and

(¢} initiating a series of transactions between said
cormodity provider and said market participants at a second
fixed rate such that said series of market participant
transactions balances the risk position of said series of
consumer transactions.




PTO Examiner|  BPAI Fed Cir
Unpatentable under § | Unpotentable under | Unpatentable under
101 § 101 §101:
not direded to no physical cloim does not
“technological oris” transformation involve “a machine
or transformation”
not a “vseful,
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result” transformation is
“sole test” for
abstract ideas

Bilski v Kappos (USSC 2010)

SUPMEVE COURT OF THE UNTTED STATES
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What is animating the hostility
towards business method patents?

[... and is § 101 the best tool? ]

post-Bilski

Many Courts and the USPTO are relying heavily on the MOT test
[is this faithful to Bilski?]

The Federal Circuit has not yet spoken on the issue
[ Will they develop a new test? ]




NEXT CLASS

THE UTILITY REQUIREMENT

PATENT LAW & POLICY
PROFESSOR WAGNER

%s Penn Law




