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In In re Bilski,> a decision handed down on June 28,
2010, the US Supreme Court was asked to decide whether
a claim on a business method is patentable subject matter
under 35 U.S.C. § 101. The Federal Circuit had affirmed
the Patent Office rejection of the Bilski patent business
method claims as non-patentable subject matter under a
newly formulated “machine or transformation” test. The
Supreme Court affirmed the judgment of the Federal
Circuit in rejecting the Bilski patent claims but under
the Court’s precedents on the unpatentability of abstract
ideas and not on the machine-or-transformation test
adopted by the Federal Circuit.

This two-part article explores what the Supreme Court’s
decision on the law of patentable subject matter is all
about and what the opinion means to the patenting
of business, software, and medical diagnostic methods.
Part 1 explores what the Supreme Court opinion says on
the law of 35 U.S.C. § 101 and the standard for defining
patentable subject matter. The tension between Section
101 and Sections 102/103 is explored along with analysis

of how the “new and useful” standard of Section 101
differentiates from Sections 102/103 anticipation/obvi-
ousness.

Part 2, which will appear in the November issue of 7The
1P Litigator, delves deeper into what the Court’s opinion
means to the patenting of business, software, and medical
diagnostic methods providing several practice pointers
for use in drafting claims narrowly enough to encompass
only a particular application of a fundamental principle
rather than to pre-empt the principle itself.

Facts in the Case

In Bilski, the plaintiff-appellant, Bernard L. Bilski and
Rand A. Warsaw sought patent protection on a claimed
invention that explains how buyers and sellers of com-
modities in the energy market can protect, or hedge,
against the risk of price changes.? Claim 1 recites the fol-
lowing series of steps instructing how to hedge risk:

1. A method for managing the consumption
risk costs of a commodity sold by a commod-
ity provider at a fixed price comprising the
steps of:

i. initiating a series of transactions between
said commodity provider and consumers
of said commodity wherein said consum-
ers purchase said commodity at a fixed rate
based upon historical averages, said fixed
rate corresponding to a risk position of
said consumer;

ii. identifying market participants for said
commodity having a counter risk position
to said consumers; and

iil. initiating a series of transactions between
said commodity provider and said market
participants at a second fixed rate such that
said series of market participant transac-
tions balances the risk position of said
series of consumer transactions.
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Claim 4 puts the concept into a simple mathematical
formula and the dependent claims explain how the inde-
pendent claims can be applied to allow energy suppliers
and consumers to minimize risks resulting from fluctua-
tions in market demand for energy.*

The patent examiner rejected petitioners’ application,
explaining that it “is not implemented on a specific
apparatus and merely manipulates [an] abstract idea and
solves a purely mathematical problem without any limi-
tation to a practical application, therefore, the invention
is not directed to the technological arts.”’ The Board of
Patent Appeals and Interferences affirmed, concluding
that the application involved only mental steps that do
not transform physical matter and was directed to an
abstract idea.® The US Court of Appeals for the Federal
Circuit heard the case en banc and on October 30, 2008,
affirmed under a “machine-or-transformation test.”” In
so holding, the Federal Circuit rejected its prior test for
determining patentability—whether it produces a “use-
ful, concrete, and tangible result;”—concluding that the
“machine-or-transformation test” is “the sole test gov-
erning § 101 analyses,” and thus the “test for determining
patent eligibility of a process under § 101.% Bilski and
Warsaw petitioned the US Supreme Court for a writ of
certiorari. On June 1, 2009, the Supreme Court granted
certiorari.’

The case attracted wide-spread attention because of the
implications the decision could have on business patents
already issued, and the patentability of computer soft-
ware and medical diagnostic therapeutic innovation.

On June 28, 2010, the Supreme Court affirmed the
judgment of the Federal Circuit in rejecting the Bilski
patent claims but under the Court’s precedents on the
unpatentability of abstract ideas and not on the machine-
or-transformation test adopted by the Federal Circuit.
Justice Kennedy delivered the opinion of the Court and
Chief Justice Roberts and Justices Thomas and Alito
joined the opinion in full. Justice Scalia joined except for
Parts II-B-2 and II-C-2. Retiring Justice Stevens filed
an opinion concurring in the judgment, in which Justices
Ginsburg, Breyer, and Sotomayer joined. Justice Breyer
filed an opinion concurring in the judgment and provid-
ing further observations, in which Justice Scalia joined
as to Part II.

The Supreme Court Decision

The starting point for the Court’s analysis of what
subject matter is patentable is Title 35 U.S.C. § 101
which provides for the issuance of a patent to a person
who invents or discovers any new and useful process,
machine, manufacture, or composition of matter, or
any new and useful improvement thereof.”!® Despite the
apparent sweep of Section 101, the Court pointed to

three categories of subject matter that are not entitled to
patent protection: “laws of nature, physical phenomena,
and abstract ideas.”!!

The Bilski application involved an invention claimed
to be a “process” under Section 101, which is defined
under Section 100(b) to be a “process, art or method,
and includes a new use of a known process, machine,
manufacture, composition of matter, or material.”!> The
Court found no reason for interpreting the term “pro-
cess” other than as taking its ordinary, contemporary,
common meaning."® The Court found the Federal Circuit’s
tying of the term “process” to “a machine or transforma-
tion of an article” as the sole test for what constitutes a
“process” to violate the ordinary, contemporary, common
meaning of the term “process.” (emphasis added).'* The
Court stated that the Court’s precedents establish that
the machine-or-transformation test, while “a useful and
important clue, an investigative tool, for determining
whether some claimed inventions are processes under
Section 101,” is not the sole test for making that deter-
mination.”” In deciding whether previously unforeseen
inventions qualify as patentable “processes,” the Court
even posited that “it may not make sense to require
courts to confine themselves to asking the questions
posed by the machine-or-transformation test.”!¢

Turning to the question of the patentability of business
methods, the Court explained that the term “method”
as found in the definition of a “process” under Sec-
tion 100(b) may include “at least some methods of
doing business.”!” Hence, Section 101 precludes the
broad contention that the term “process” categorically
excludes business methods.!”® In addition, 35 U.S.C.
§ 273(b)(1) provides that if a patent holder claims
infringement based on “a method in [a] patent,” the
alleged infringer can assert a defense of prior use,”
a legislation predicated on the existence of business
methods. A conclusion that business method patents are
not patentable in any circumstances would render
Section 273 meaningless.?

As a business method, the Bilski application is not
categorically outside of Section 101 the Court stated.
Rather than resolve Bilski by adopting a categorical rule
that might have wide-ranging and unforeseen impacts,
the Court resolved Bilski on the basis of the Court’s
decisions in Benson, Flook, and Diehr.”! As stated by the
Court “[ilndeed, all members of the Court agree that
the patent application at issue here falls outside of § 101
because it claims an abstract idea.”?

The Court rejected the Bilski application under its prec-
edents on the unpatentability of abstract ideas providing
little further guidance on what constitutes a patentable
“process” other than “pointing to the definition of that
term provided in Section 100(b) and looking to the
guideposts in Benson, Flook, and Diehr.”?
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Finally, the Court stated that nothing in today’s opinion
should be read as endorsing interpretations of Section
101 that the Court of Appeals for the Federal Circuit has
used in the past.?*

Concurring Opinions of
Justices Stevens and Breyer

The Court was unanimous in affirming the judgment of
the Federal Circuit in rejecting the Bilski patent claims
and finding that the machine-or-transformation test is
not the exclusive test for what constitutes a patentable
“process” under 35 U.S.C. § 101. Otherwise, the Court
was split on the rationale in support of the judgment,
with the majority making broad statements about how
to define the term “process” in Section 101 and tinker-
ing with the bounds of the category of unpatentable,
abstract ideas while the minority “restoring patent law to
its historical and constitutional moorings”? concluded
that a method of doing a business is not, in itself, cov-
ered by the statute—"“a method of doing business is not
a ‘process’ under Section 101.72

Justice Scalia refrained from joining the majority on
Parts I1I-B-2 and II-C-2; joining instead part II of an
opinion by Justice Breyer.?’ In Part II-B-2 of the major-
ity the Court, among other things, posited that in decid-
ing whether previously unforeseen inventions qualify as
patentable “processes,” “it may not make sense to require
courts to confine themselves to asking the questions
posed by the machine-or-transformation test.® In Part
II-C-2 of the majority the Court, among other things,
spoke to the need to set a high enough bar to keep pat-
ent examiners and courts from being flooded with claims
flowing from an Information Age that empowers people
with new capacities to perform statistical analyses and
mathematical calculations with a speed and sophistica-
tion that enable the design of protocols for more efficient
performance of a vast number of business tasks.?”’ In
Part II of his concurring opinion, Justice Breyer
explained, among other things, that “in reemphasizing
that the machine-or-transformation test is not necessar-
ily the sole test of patentability, the Court intends neither
to de-emphasize the test’s usefulness nor to suggest that
many patentable processes lie beyond its reach.”30

Justice Scalia’s split concurrence may be a reflection of
a shift in the jurisprudence of the Court during delibera-
tions in deciding this case wherein the majority perhaps
initially resided under the stewardship of Justice Stevens
only to be lost to Justice Kennedy somewhere along the
process. This also may explain the length of time it took
for the Court to render its decision after hearing oral
arguments; a period of time that counts among the lon-
gest in the recent history of deciding patent cases.

The joining of Justice Scalia in Justice Breyer’s concur-
ring opinion may portend that the line in the sand has
not yet been so clearly drawn at least with respect to the
patentability of software and medical diagnostic patents
suggesting that business method patents generally may
continue to be more strictly construed as the concurring
opinions would have it.

Definition of Section 101
and Benson, Flook, and
Diehr Precedent Provide
Section 101 Process
Patentability Guidance

The Court rejected the Bilski application under its prec-
edents on the unpatentability of abstract ideas providing
little further guidance on what constitutes a patentable
“process” other than “pointing to the definition of that
term provided in Section 100(b) and looking to the
guideposts in Benson, Flook, and Diehr.”3!

So what are the guidelines provided by this trilogy of
Supreme Court decisions?

In Benson, the Court considered whether a patent
application for an algorithm to convert binary-coded
decimal numerals into pure binary code was a “process”
under Section 101. The claims were not limited to any
particular art or technology, to any particular apparatus
or machinery, or to any particular end use. They pur-
ported to cover any use of the claimed method in a gen-
eral purpose digital computer of any type.’> The Court
held that the application at issue was not a “process” but
an unpatentable abstract idea.?*

Here the “process” claim is so abstract and sweeping
as to cover both known and unknown uses of the
BCD to pure binary conversion. The end use may
(1) vary from the operation of a train to verification
of drivers’ licenses to researching the law books for
precedents and (2) be performed through any exist-
ing machinery or future-devised machinery or with-
out any apparatus. In 56 U.S. 111 [. But] the Court
denied the eighth claim in which Morse claimed the
use of “electro magnetism, however developed for
marking or printing intelligible characters, signs, or
letters, at any distances.” Id. at 56 U.S. 112.3

As the Court later explained a contrary holding “would
wholly pre-empt the mathematical formula and in practi-
cal effect would be a patent on the algorithm itself.”3

Unlike the algorithm in Benson, the mathematical for-
mula used for monitoring conditions during the catalytic
conversion process in the petrochemical and oil-refining
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industries in Flook was limited so that it could still be
freely used outside the petrochemical and oil-refining
industries.’ Nevertheless, the Flook Court rejected “[t]he
notion that post-solution activity, no matter how conven-
tional or obvious in itself, can transform an unpatentable
principle into a patentable process.”*” As the Court later
stated in Diehr, Flook stands for the proposition that
the prohibition against patenting abstract ideas “cannot
be circumvented by attempting to limit the use of the
formula to a particular technological environment” or
adding “insignificant post solution activity.”

Finally, in Diehr, involving a method for molding raw,
uncured synthetic rubber into cured precision products
using a mathematical formula to complete several of the
steps by computer, the Court explained that “while an
abstract idea, law of nature, or mathematical formula
could not be patented, an application of a law of nature
or mathematical formula to a known structure or process
may well be deserving of patent protection.”

The Term “Abstract Ideas”
as an Exception to Section
101 Patentability Likely
Includes “Formulas”

and “Mental Processes”

Justice Stevens criticized the Bilski decision for failing
to show how Bilski’s application qualifies as an abstract
idea under the case law because it is not “[a] principle, in
the abstract,” or a “fundamental truth” or “the sort of
phenomenon of nature or abstract idea that was embod-
ied by the mathematical formula at issue in Benson and
Flook.”* Justice Stevens was referring to the “abstract
idea” category of the three categories of subject mat-
ter that the Bilski majority explained are not entitled
to patent protection, namely, “laws of nature, physical
phenomena, and abstract ideas.”*!

The guidelines in Benson would appear to bridge this
ostensible analytical gap in Bilski when it states that
“mental processes” and “abstract intellectual concepts”
are inded exceptions to patent protection under Section
101: “[p]lhenomena of nature, though just discovered,
mental processes, and abstract intellectual concepts are
not patentable” under Section 101, since allowing indi-
viduals to patent these fundamental principles would
“wholly pre-empt” the public’s success to the “basic tools
of scientific and technological work.”(emphasis added)*

The Court found the Bilski application to claim an
“abstract idea” because the “Petitioners seek to patent
both the concept of hedging risk and the application of
that concept to energy markets.¥ It would appear to be

in the recitation of a process containing nothing more
than “abstract concepts,” “mental processes,” and “for-
mulas,” that the Bilski claims amount to an abstract idea
contrary to the concerns voiced by Stevens.

Section 101 “New” Does Not
Equal Section 102 “Novel”
and the Role of Section 101
“Useful” As a Section 101 Bar

Justice Stevens faulted the Court’s reliance on the
long prevalence of hedging in commerce in construing
Section 101; a provision that does not involve the issue of
novelty arising under Section 102.# The tension between
Section 101 and Sections 102/103 that may have been cre-
ated by the Court’s citation to prior art to show the Bilski’s
claims to be an abstract idea may be unfounded given the
Court’s apparent appreciation of Sections 102, 103, and 112
as requirements for patentability under the patent statutes.*
As the Court stated “[i]n order to receive patent protection,
any claimed invention must [also] be novel, 102, nonbovi-
ous, 103, and fully and particularly described, 112.746

The question then becomes, if not for a Section 102
purpose, then for what purpose did the Court rely on the
long prevalence of hedging in commerce in construing
Section 101? The answer appears to lie in the meaning of
the terms “new” and “useful” under Section 101.

The precedent of the Court suggests that the term
“new” likely means that which is not a “manifestation[s]
of ... nature, free to all men and reserved exclusively to
none.”* In 1948, Funk Brother Seed Co. v. Kalo Inoculant
Co. confronted the Section 101 question of patentability
head on and held that naturally-occurring products of
nature are excluded from patentable subject matter.
Funk focused on whether mixtures of certain bacteria
were patentable.* In Funk, a patent had issued for mixed
cultures of root nodule bacteria capable of inoculating
the seeds of leguminous plants.® The crux of the Court’s
finding was that the combining of the bacteria species
did not produce new bacteria, nor did it cause a change
in any of the six species of bacteria, but served more of
a packaging function.’! The Court stated that:

[e]ach species has the same effect it always had. The
bacteria perform in their natural way. Their use
in combination does not improve in any way their
natural functioning. They serve the ends nature
originally provided and act quite independently of
any effort of the patentee.®

The Court further offered, in an often cited language of
the case that:
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[platents cannot issue for the discovery of the
phenomena of nature. . . . [They] are part of the
storehouse of knowledge of all men. They are
manifestations of laws of nature, free to all men
and reserved exclusively to none.>?

The US Supreme Court precedents have clearly and
consistently held that products of nature are not
patentable.>*

In 1980, the US Supreme Court applied the product
of nature doctrine in the area of biological organisms in
Diamond v. Chakrabarty, holding that when an inventor
introduced new genetic material within a bacterium cell,
he had produced (i.e., genetically engineered) something
that was not a product of nature and was thus patentable
subject matter under 35 U.S.C. § 101.5° The Court clearly
stated again that naturally-occurring products of nature
were not patentable.® The Court said that the “patentee
has produced a new bacterium with markedly different
characteristics from any found in nature and one having
the potential for significant utility. His discovery is not
nature’s handiwork, but his own; accordingly it is patent-
able subject matter under Section 101.”% Specifically, the
inventor had added new genetic material into the cell of
a bacterium, producing something that did not occur in
nature. The court further stated:

The laws of nature, physical phenomena, and
abstract ideas have been held not patentable. . . .
Thus, a new mineral discovered in the earth or a
new plant found in the wild is not patentable subject
matter. Likewise, Einstein could not patent his cel-
ebrated law that E = mc2; nor could Newton have
patented the law of gravity. Such discoveries are
‘manifestations of . . . nature, free to all men and
reserved exclusively to none.>

Under this precedent of the Court, the term “new” as
used in Section 101 likely would require subject matter to
be not a “manifestation of nature—whether that natural
existence is known to man or later discovered.” When
applied to the three categories of subject matter that the
Bilski majority explained are not entitled to patent pro-
tection, namely, “laws of nature, physical phenomena,
and abstract ideas,” it seems that subject matter falling
under either the “law of nature or physical phenomena”
exceptions to patentability would never be “new” in the
Section 101 sense of the word because laws of nature
and physical phenomena appear to be manifestations of
nature. On the other hand, whether an abstract idea is a
manifestation of nature or a man-made creation would
appear to turn on the subject matter of the abstract
idea itself.’® If an “abstract idea” that is a “formula,” for
example, is an expression of a law of nature or physical

phenomenon such as Einstein’s theory of relativity, then
as a manifestation of nature, such formula would never
be patentable as they are not “new” in the Section 101
sense of the word. Nature defines those laws even though
man puts those laws into an expression. On the other
hand, a formula that is not a manifestation of nature
could in fact be “new” in the Section 101 sense of the
word. Yet those formulae under the teachings of Bilski
would still fail to be patentable under Section 101. If
failure in that event is not because the formula was not
“new” then nonpatentability of the formula must result
from the failure of the formula to satisfy the “useful”
prong of the Section 101 requirement for patentability.
The same can be said for a mental process. A mental
process that is a manifestation of nature is not “new” in
the Section 101 sense of the word. But a mental process
that is not a manifestation of nature and so is “new” in
the Section 101 sense of the word still fails Section 101
under Bilski so that the failure must occur because the
mental process is not “useful.”

In Bilski it cannot be said that the process of hedging
is a manifestation of nature because hedging would seem
to be a man-made contrivance and so the Bilski claims
would likely be “new” in the Section 101 sense of the
word. So the failure of the Bilski claims likely turns on the
failure of the Bilski formula/mental processes to satisfy
the “useful” prong of the “new and useful” test for subject
matter patentability under Section 101. The precedent of
the Court would appear to support such an analysis.

It is hornbook law that the Constitution is the supreme
law of the land and so any law passed by Congress
pursuant to this Constitutional power necessarily limits
the patent to the promotion of “the progress of science
and useful arts.”® Under the US Constitution Congress
is empowered to “promote the progress of science and
useful arts, by securing for limited times to authors and
inventors the exclusive right to their respective writ-
ings and discoveries.”®" Pursuant to this Constitutional
power, Congress has passed a series of patent laws over
the years that grant certain exclusive rights over certain
inventions and discoveries as a means of encouraging
innovation. All of these Congressional laws are limited
by the Constitution and the Supreme Court has spo-
ken on this subject on numerous occasions including in
Graham,®> in which the Court explored Congress’ power
and limitations under the Clause in the context of patent
infringement. Graham analyzed the limitation in the
Progress Clause in the following words:

The clause is both a grant of power and a limita-
tion. This qualified authority, unlike the power
often exercised in the sixteenth and seventeenth
centuries by the English Crown, is limited to the
promotion of advances in the “useful arts.” It was
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written against the backdrop of the practices[...] of
the Crown in granting monopolies to court favorites
in goods or businesses which had long before been
enjoyed by the public. [...] The Congress in the
exercise of the patent power may not overreach
the restraints imposed by the stated constitutional
purpose. Nor may it enlarge the patent monopoly
without regard to the innovation, advancement or
social benefit gained thereby.%

It is in the “promotion of advances in the useful arts”
where support may be found for the term “useful” under
Section 101. As the Supreme Court has explained “[t]he
patent system represents a carefully crafted bargain that
encourages both the creation and the public disclosure
of new and useful advances in technology, in return for an
exclusive monopoly for a limited period of time.”% Fed-
eral Circuit precedent has followed these guidelines that
patentable processes reside “in the technological arts so
as to be in consonance with the Constitutional purpose
to promote the progress of ‘useful arts.””% The dissent
of Judge Mayer in the Federal Circuit decision in Bilski
explains that “business method patents do not promote
the “useful arts” because they are not directed to any
technological or scientific innovation.®’

If “an abstract idea or mental process” that is “new”
in the Section 101 sense since it is not a manifestation
of nature nonetheless still fails Section 101 then it must
fail because it is not “useful” or as precedent suggests it
is not an “innovation that promotes the advancement
in the useful arts.” The Bilski claims likely failed not
because they were not “new” in the Section 101 sense;
rather because as abstract concepts, mental processes,
and formulae they did not promote the advancement of
the useful arts and hence failed the “useful” prong of the
Section 101 “new and useful” test for determining the
patentability of subject matter.

Through this prism of understanding, the reliance by
the Court on the long prevalence of hedging in commerce
in construing Section 101 may become clearer. The pro-
bative value of “hedging” may lie in it being an abstract
concept, mental process, and formula that does not pro-
mote the advancement of the useful arts and hence fails
the “useful” prong of the Section 101 “new and useful”
test for determining the patentability of subject matter.
Under this view, the operative word is “hedging” and
not “long prevalence,” which serves only to describe the
operation temporarily. If, however, the operative word is
“long prevalence,” then under the alternative view that
any pure mental process is manifested entirely within the
brain and so is a creation of nature and hence is never
“new” in the Section 101 sense of the word per se (no
one is actually making or building anything—it is only
going on inside one’s head)® the term “long prevalence”

may show “hedging” to be an abstract idea that has been
going on in people’s heads for a long time.

Under the former view, only abstract ideas that are
“new” in the Section 101 sense of the word could ever
be candidates for Sections 102/103 analysis. But those
abstract ideas, like the abstract idea of Bilski, would
never advance to a Section 102/103 analysis because
even though being “new” in the Section 101 sense of
the word, they are not “useful” and so fail the “useful”
prong of the “new and useful” requirement for patent-
able subject matter. Under the latter view, that any pure
mental process is manifested entirely within the brain,
all abstract ideas would fail Section 101 because they
are not “new” in the Section 101 sense of the word and
so all abstract ideas would never advance to a Sections
102/103 analysis for that reason.

The separateness of Section 101 from Sections 102/103
is perhaps best seen under the former view but with a dif-
ferent kind of abstract idea. In this example, instead of
being an abstract idea such as “hedging,” which has been
in “long prevalence,” the abstract idea is one that has never
before been expressed by man. In this example, if the
abstract idea could pass beyond Section 101 to a Sections
102/103 analysis (which it can’t under the Bilski analysis),
the abstract idea may very well pass the Sections 102/103
test because in this example the abstract idea had never
before been expressed by man. But the Section 101 gate
of patentability would never let this or any other abstract
idea advance to that Sections 102/103 analysis because an
abstract idea albeit “new” does not promote the advance-
ment of the useful arts and hence fails the “useful” prong
of the Section 101 “new and useful” test for determining
the patentability of subject matter. The separateness of
Section 101 from Sections 102/103 is not so transparent
in the latter view that assumes all abstract ideas are never
“new” in the Section 101 sense of the word because they
are manifested entirely within the brain.

The tension that Bilski may have introduced between
Section 101 and Sections 102/103 when the Court cited
prior art to show that Bilski’s claims were an abstract
idea is likely defused when viewing the abstract idea
of Bilski as perhaps failing the “useful” prong of the
Section 101 “new and useful” standard as opposed to
DNA sequences, for instance, which are more likely to be
strictly scrutinized with respect to the “new” prong of the
Section 101 “new and useful” standard.

Flook and Diehr Precedent on
“Technological Limitation”
and “Post-Solution Activity”

Unlike the algorithm in Benson, the mathematical for-
mula used for monitoring conditions during the catalytic
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conversion process in the petrochemical and oil-refining
industries in Flook was limited so that it could still be
freely used outside the petrochemical and oil-refining
industries.®” Nevertheless, the Flook Court rejected “[t]he
notion that post-solution activity, no matter how conven-
tional or obvious in itself, can transform an unpatentable
principle into a patentable process.”’ Claim 1 of Flook
recited:

1. A method for updating the value of at least
one alarm limit on at least one process variable
involved in a process comprising the catalytic
chemical conversion of hydrocarbons wherein
said alarm limit has a current value of “Bo
+ K” “wherein Bo is the current alarm base
and K is a predetermined alarm offset which
comprises:

i. Determining the present value of said
process variable, said present value being
defined as PVL;

ii. Determining a new alarm base Bl, using
the following equation: “B1 = Bo(1.0-F) +
PVL(F)” where F is a predetermined num-
ber greater than zero and less than 1.0;

iii. Determining an updated alarm limit which
is defined as B1 + K; and thereafter

iv. Adjusting said alarm limit to said updated
alarm limit value.

The Court explained that an “alarm limit” is a number
associated with a process variable that when exceeded
during catalytic conversion processes may signal the
presence of an abnormal condition indicating either
inefficiency or perhaps danger.”! During transient oper-
ating situations, such as start-up, it may be necessary to
“update” the alarm limits periodically.”> Flook’s patent
application described a three step method of updating
alarm limits: an initial step which merely measures the
present value of the process variable (e.g, the tempera-
ture); an intermediate step which uses an algorithm to
calculate an updated alarm limit value; and a final step
in which the actual alarm limit is adjusted to the updated
value.”

As to “insignificant post solution activity” the Court
found it significant that the patent application did not
contain any disclosure relating to the chemical processes
at work, the monitoring of process variables, or the
means of setting off an alarm or adjusting an alarm
system.” All that it provided was a formula for comput-
ing an updated alarm limit.”> Although the computa-
tions can be made by pencil and paper calculations, the
abstract of disclosure made it clear that the formula is
primarily useful for computerized calculations producing
automatic adjustments in alarm settings.”

As to “technological limitations” the Court found
it significant that the patent claims covered any use
of respondent’s formula for updating the value of an
alarm limit on any process variable involved in a pro-
cess comprising the catalytic chemical conversion of
hydrocarbons.”” Because there are numerous processes
of that kind in the petrochemical and oil-refining
industries, the claims cover a broad range of potential
uses of the method.”® As the Court explained they do
not, however, cover every conceivable application of
the formula.

The Court appeared to focus on Flook’s application
simply providing a new and presumably better method
for calculating alarm limit values.” As stated by the
Flook Court

If we assume that that method was also known, as
we must under the reasoning in Morse, then respon-
dent’s claim is, in effect, comparable to a claim that
the formula can be usefully applied in determining
the circumference of a wheel. As the Court of Cus-
toms and Patent Appeals has explained, if a claim
is directed essentially to a method of calculating,
using a mathematical formula, even if the solution
is for a specific purpose, the claimed method is
nonstatutory. In re Richman, 563 F.2d 1026, 1030
(1977).%0

The reasoning of Morse referred to by the Flook Court
likely refers to the Court’s striking down as unpatentable
subject matter a claim which recited that “every improve-
ment where the motive power is the electric or galvanic
current, and the result is the marking or printing intel-
ligible characters, signs, or letters at a distance.”®! As the
Morse Court stated “[bJut Professor Morse has not dis-
covered, that the electric or galvanic current will always
print at a distance, no matter what may be the form of
the machinery or mechanical contrivances through which
it passes.”®?

In his dissenting opinion, Justice Rehnquist, the author
of the majority in Diehr found favor with the analysis
taken by the Court of Customs and Patent Appeals that
reversed the Board of Appeals’s affirmance of the Exam-
iner’s rejection of the application as nonpatentable sub-
ject matter.®> The CCPA read Benson as applying only to
claims that entirely preempt a mathematical formula or
algorithm, and noted that respondent was only claiming
the use of his method to update alarm limits in a process
comprising the catalytic chemical conversion of hydro-
carbons.® The court reasoned that, since the mere solu-
tion of the algorithm would not constitute infringement
of the claims, a patent on the method would not preempt
the formula.?> The Dissent also was concerned that the
Majority “strikes what seems to me an equally damaging
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blow at basic principles of patent law by importing into
its inquiry under 35 U.S.C. § 101 the criteria of novelty
and inventiveness.”%

Nonetheless, as the Court later stated in Diehr, a
decision that turned the tables on Flook with Justice
Rehnquist now writing for the Majority and Justice
Stevens now in the Dissent, Flook stands for the propo-
sition that the prohibition against patenting abstract
ideas “cannot be circumvented by attempting to limit
the use of the formula to a particular technological
environment” or adding “insignificant post solution
activity.”®’

Diehr involved a method for molding raw, uncured
synthetic rubber into cured precision products using a
mathematical formula to complete several of the steps by
computer. Claim 1 recites:38

1. A method of operating a rubber-molding press
for precision molded compounds with the aid
of a digital computer, comprising:

* providing said computer with a database
for said press, including at least,

« natural logarithm conversion data (In),

e the activation energy constant (C) unique
to each batch of said compound being
molded, and

e a constant (x) dependent upon the geom-
etry of the particular mold of the press,

* Iinitiating an interval timer in said computer
upon the closure of the press for monitor-
ing the elapsed time of said closure,

*  constantly determining the temperature (Z) of
the mold at a location closely adjacent to the
mold cavity in the press during molding,

*  constantly providing the computer with the
temperature (Z),

« repetitively calculating in the computer,
at frequent intervals during each cure, the
Arrhenius equation for reaction time dur-
ing the cure, which is: In v = CZ + x, where
v is the total required cure time,

*  repetitively comparing in the computer at
said frequent intervals during the cure each
said calculation of the total required cure
time calculated with the Arrhenius equa-
tion and said elapsed time, and

e opening the press automatically when a
said comparison indicates equivalence.

The Court explained that “while an abstract idea, law
of nature, or mathematical formula could not be pat-
ented, an application of a law of nature or mathemati-
cal formula to a known structure or process may well
be deserving of patent protection.”® The Diehr Court

affirmed the judgment of the Court of Customs and Pat-
ent Appeals because the Court found the claims not as
an attempt to patent a mathematical formula, but rather
to be drawn to an industrial process for the molding of
rubber products:

We have before us today only the question of
whether respondents’ claims fall within the § 101
categories of possibly patentable subject matter.
We view respondents’ claims as nothing more than
a process for molding rubber products, and not as
an attempt to patent a mathematical formula. We
recognize, of course, that, when a claim recites a
mathematical formula (or scientific principle or
phenomenon of nature), an inquiry must be made
into whether the claim is seeking patent protection
for that formula in the abstract. A mathematical
formula, as such, is not accorded the protection of
our patent laws, Gottschalk v. Benson, 409 U. S. 63
(1972), and this principle cannot be circumvented
by attempting to limit the use of the formula to
a particular technological environment. Parker v.
Flook, 437 U. S. 584 (1978). Similarly, insignificant
post-solution activity will not transform an unpat-
entable principle into a patentable process. Ibid. To
hold otherwise would allow a competent draftsman
to evade the recognized limitations on the type of
subject matter eligible for patent protection. On the
other hand, when a claim containing a mathemati-
cal formula implements or applies that formula in
a structure or process which, when considered as a
whole, is performing a function which the patent
laws were designed to protect (e.g, transforming
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 to be drawn to an industrial process
for the molding of rubber products, we affirm the
judgment of the Court of Customs and Patent
Appeals.”®

In contrasting Flook, the Diehr Court raised the ques-
tion that arguably, the claims in Flook did more than
present a mathematical formula; the claims also solved
the calculation in order to produce a new number or
“alarm limit” and then replaced the old number with the
number newly produced.’® The Diehr Court explained
that the claims covered uses of the formula in processes
“comprising the catalytic chemical conversion of hydro-
carbons” and there are numerous such processes in the
petrochemical and oil refinery industries, and the claims
therefore covered a broad range of potential uses.”> The
Court recognized that “[t]he claims, however, did not
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cover every conceivable application of the formula.”®3
We rejected in Flook the argument that, because all
possible uses of the mathematical formula were not
preempted, the claim should be eligible for patent
protection.*

The Court then reconciled its reasoning in Flook as
consistent with its reasoning in Diehr.”> As the Court
explained, “a mathematical formula does not suddenly
become patentable subject matter simply by having the
applicant acquiesce to limiting the reach of the patent
for the formula to a particular technological use.”®
“A mathematical formula, in the abstract, is nonstatu-
tory subject matter regardless of whether the patent is
intended to cover all uses of the formula or only limited
uses. Similarly, a mathematical formula does not become
patentable subject matter merely by including in the
claim for the formula token post-solution activity such as
the type claimed in Flook.” Significantly, the Court noted
that “/w /e were careful to note in Flook that the patent
application did not purport to explain how the variables
used in the formula were to be selected, nor did the applica-
tion contain any disclosure relating to chemical processes
at work or the means of setting off an alarm or adjusting
the alarm limit.” (emphasis added)®” All the application
provided was a “formula for computing an updated alarm
limit” (emphasis added ).

“Diehr’s claims, however, are not limited to the isolated step
of ‘programming a digital computer,’” the Court explained.”
Rather, “they describe a process of curing rubber beginning
with the loading of the mold and ending with the open-
ing of the press and the production of a synthetic rubber
product that has been perfectly cured—a result heretofore
unknown in the art” (emphasis added).!® The fact that one
or more of the steps in respondents’ process may not, in
isolation, be novel or independently eligible for patent pro-
tection is irrelevant to the question of whether the claims
as a whole recite subject matter eligible for patent protec-
tion under Section 101. “As the Court explained when
discussing machine patents in Deepsouth Packing Co. v.
Laitram Corp., 406 U. S. 518 (1972): “The patents were
warranted not by the novelty of their elements, but by the
novelty of the combination they represented. Invention was
recognized because Laitram’s assignors combined ordinary
elements in an extraordinary way—a novel union of old
means was designed to achieve new ends.”!°! Thus, for both
inventions, “the whole in some way exceed[ed] the sum of its
parts.”'2 The Court explained that “[iJn order for the dissent
to reach its conclusion, it is necessary for it to read out of
respondents’ patent application all the steps in the claimed
process which it determined were not novel or ‘inventive.’
That is not the purpose of the Section 101 inquiry, and
conflicts with the proposition, recited above, that a claimed
invention may be entitled to patent protection even though
some or all of its elements are not ‘novel.”!%

The Trilogy Precedents make clear that when a claim
containing a mathematical formula implements or applies
that formula in a structure or process which, when con-
sidered as a whole, is performing a function that the pat-
ent laws were designed to protect (e.g, transforming or
reducing an article to a different state or thing), then the
claim satisfies the requirements of Section 101. Under
this analysis, the Court did not view Diehr’s claims as an
attempt to patent a mathematical formula, but rather to
be drawn to an industrial process for the molding of rub-
ber products and so affirmed the judgment of the Court
of Customs and Patent Appeals.!*

At the same time, the Trilogy Precedents seem to be say-
ing that had Flook “applied” the calculated alarm setting
to “a chemical process at work™ or recited “how the alarm
setting is used to set off an alarm” or “how adjustments
are made to the alarm limit,” the claims in Flook might
very well have been patentable subject matter. These
deficiencies all suggest that the inclusion of structure in
the Flook claims that would have linked the unpatentable
algorithm recited in Flook to known structure might have
made the claims patentable subject matter.

Conclusion

The Court has stated that the application of software
must not be an “insignificant post solution activity.” The
question then becomes what application of software is
not “insignificant post solution activity.” Is it enough
for software to simply operate on a computer, or is more
required of the software for the application to be more
than an “insignificant post solution activity”? For diag-
nostic method patents, is it enough for the claims to recite
determining chemical levels by visual inspection and to
rely on naturally occurring samples for patentability or is
more required for the application not to be an “insignifi-
cant post solution activity”? Finally, will the thinking of
the Court in Bilski be strictly limited to “process” patents
or will it spill over to the other categories of patentable
subject matter of machine, manufacture, or composition
of matter? “[TJo hold otherwise would allow a competent
draftsman to evade the recognized limitations on the type
of subject matter eligible for patent protection?”’1%3

These are but a few of the questions likely to be faced
by companies seeking to patent business, software, and
medical diagnostic methods in view of the Bilski deci-
sion. Companies need to revisit their patenting programs
to be sure a process claim is tailored narrowly enough to
encompass only a particular application of a fundamental
principle rather than to pre-empt the principle itself. Part
2 of this article will provide guidelines on how to keep
your software and medical diagnostic claims from being
construed to be insignificant post solution activity and
hence unpatentable subject matter under 35 U.S.C § 101.
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