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Ongoing struggle in US over patent policy
Sources and trends

Research: “Of Smartphone Wars and
Software Patents”

Journal of Economic Perspectives (2013)

Commentary
A Role for Research, and Researchers
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The Patent Policy Landscape in the US

Figure 5. Tangible vs Intangible GDP shares: 1995-2009
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President-Barack Obama signs the America Invents Act September 16, 2011, at
Thomas Jefferson High School for Science and Technology in Alexandria, VA.
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From FORBES Magazine, June 4, 2013
Business Section, by Nathan Vardi

Title: "President Obama Wallops The Patent Trolls”

This article describes the Executive Order issued by
President Obama outlining several initiatives aimed at
undermining litigation by patent assertion entities.
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WALL STREET JOURNAL
September 21, 2014
Law Section, by Ashby Jones

Title: “Courts Nix More Software Patents”

This article describes how courts in the US are following
a recent decision by the US Supreme Court in CLS Bank
versus Alice Corp. finding that software patents are more
difficult to protect.
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THE HILL (Daily Washington Political Newspaper)
Congress Blog, November 14, 2014
By Professor Christopher Holman

Title: “The Courts and Patent Office are Killing
Medical Innovation”

This opinion article declares that US patent policy has
moved too far in the anti-patent direction, especially
concerning medical innovation.
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THE HILL (Daily Washington Political Newspaper)
February 5, 2014, by Mario Trujillo

Title: “House Members Renew ‘Patent Troll’ Bill”

This article explains the re-introduction of a proposal to
make new laws against “patent trolls” in the US
congress
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Congress:. House Resolution 9 (Feb. 5, 2015)

Elements include:
“Loser pays” rule in patent litigation
Require disclosing Real-party-in-interest
Higher standard of information disclosure in “pleadings’

Changes current rules that prevent certain law suits
following administrative “Post Grant Review” at USPTO

Limits pre-trial “discovery” and allows for costs to be
shifted to losing party

Statement on “bad faith” demand letters
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On one hand, promising reform:
America Invents Act, 2011

But deep dissatisfaction remains:
“Patent trolls” vs. Market intermediaries
Wasteful litigation vs. Necessary enforcement
Destructive uncertainty vs. Beneficial flexibility
Electronics (complex) vs. Pharmaceuticals (discrete)

Electronics (downstream) vs. Electronics (upstream)
Ex ante licensing vs. Ex post rent seeking
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Of Smart Phone Wars and Software
Patents

Stuart Graham and Saurabh Vishnubhakat

mark Office are concerns about software patents and what role they play in
the web of litigation now proceeding in the smart phone industry. While
such criticisms are not new, the realm of smart phones offers an opportunity to

’- mong the main criticisms currently confronting the US Patent and Trade-

examine the evidence on the litigation and the treatment by the Patent Office of
patents that include software elements. The term “software patent” is a bit of a
misnomer, since computer programming is a general purpose technology. After all,
patents that claim software elements can be found in virtually every industry and a
broad range of technologies.

More broadly, this article discusses the competing values at work in the patent
system and how the system has dealt with disputes that, like the smart phone wars,
routinely erupt over time, in fact dating back to the very founding of the United States.
We present specific empirical evidence regarding the examination by the Patent Office
of software patents, their validity, and their role in the smart phone wars. The article
concludes with an outlook for systematic policymaking within the patent system in
the wake of major recent legislative and administrative reforms. Principally, the article
highlights how the US Patent Office acts responsibly when it engages constructively
with principled criticisms and calls for reform, as it has during the passage and now
implementation of the landmark Leahv=Smith Amernica Invents Act of 2011.
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How much of the ongoing “smart phone” patent
litigation is driven by software patents?

And, are “low quality” patents at the heart of these
controversies?
How does USPTO treatment and outcomes on
software patent applications compare to those in
other technology areas?

What can we say empirically about how software
patents compare with all other patents?
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US smart phone patent litigation, 2011-2012

13 litigation events among large firms
Motorola, Microsoft, Apple, Samsung

133 patents asserted in litigation, filtered down to 73

65 of these contained at least one “software” claim (48.8%)
21 of 65 with sufficient process to test validity
17 of 21 found by courts valid, or likely valid (80.8%)

In sum, little evidence that this litigation was driven by
low-quality software patents

13



20115 ~2012F KER ¥ — k 7+ U HFEFERan
NIEEBDERER : 134
ErAO—Z, v1roayI7k Py, HALI>

EREA T ER S NI-133DHFEFIE, 73ICIRAHLVEE ST,

55665(%, VEKELT1THD YT RO z7) BEDNDTFREZZATL
- (48.8%)

65M 5 H21lE, BNEEFRET H=-HD+04LG 70X %12
o
21D D> BI7IZ2DWWT, FHFmIE TEZN , XRIF TEEhENIEE
#hl &L= (80.8%)
FEHBE, CNoDRFBIZENT, HELGY I b 74
EFICEEEL TS ET HHLE, (FIFXEEE-T-,

13



Descriptive approach

= USPTO “software” patents

= Definitional i1ssues

= Software as a general purpose technology
= Type | and Type Il errors abound
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” The class-subclass pairs are as follows. Class 29: Subclasses 026000-065000, 560000-566400, 650000-
650000; Class 73: Subclasses 455000-487000, 570000-669000; Class 84: Subclasses 600000-746000; Class
235; Class 236; Class 244: Subclasses 003100-003300, 014000; Class 250; Class 257; Class 307; Class 315;
Class 318: Subclasses 700000-832000; Class 320: Class 323: Class 324; Class 326; Class 327; Class 330;
Class 331; Class 340: Subclasses 850000-870440; Class 340: Subclasses 002100-010600, 825000-825980;
Class 340: Subclasses 286010-693900, 901000-999000; Class 340: Subclasses 815400-815730, 815740-
815920; Class 341: Subclasses 020000-035000, 173000-192000; Class 341: Subclasses 001000-017000,
050000-172000, 200000-899000; Class 342: Subclasses 001000-465000; Class 343; Class 345: Subclasses
001100-215000, 418000-428000, 440000-472300, 473000-475000, 501000-517000, 518000-689000,
690000-698000, 699000; Class 348; Class 353; Class 355; Class 356: Subclasses 002000-003000, 004090-
004100, 006000-027000, 030000-139000, 140000, 142000-151000, 153000-900000; Class 358: Subclasses
001100-003320, 260000-517000, 518000-540000; Class 359: Subclasses 326000-332000; Class 361:
Subclasses 001000-270000, 437000; Class 363; Class 365; Class 367: Subclasses 001000-008000, 009000,
010000-013000, 014000-080000, 081000-085000, 086000, 087000-092000, 093000-094000, 095000-
191000, 197000-199000, 900000-910000, 911000-912000; Class 368; Class 369: Subclasses 001000-032000,
043000-054000, 058000-062000, 064000, 069000-070000, 083000-095000, 097000, 100000-126000,
128000-152000, 174000-175000, 275100-276000, 300000; Class 370; Class 374; Class 375; Class 378:
Subclasses 004000-020000, 210000-901000; Class 379: Subclasses 067100-088280, 188000-337000; Class
380; Class 381; Class 382; Class 385; Class 386; Class 396: Subclasses 028000, 048000-304000, 310000-
321000, 373000-386000, 406000-410000, 421000, 449000-501000, 505000-510000, 529000-533000,
563000; Class 398; Class 438: Subclasses 009000, 689000-698000, 704000-757000; Class 455; Class 463:
Subclasses 001000-047000, 048000-069000; Class 473: Subclasses 065000, 070000, 136000, 140000-
141000, 151000-156000, 407000; Class 482: Subclasses 001000-009000, 051000-053000, 057000-065000,
069000-070000, 112000-113000; Class 600: Subclasses 001000-015000, 019000-041000, 300000-406000,
407000-480000, 481000-507000, 529000-595000, 920000-921000; Class 606: Subclasses 001000-052000,
163000-164000; Class 623: Subclasses 024000-026000; Class 700; Class 701; Class 702; Class 703: Subclasses
001000-010000, 011000-012000, 013000-999000; Class 704; Class 705; Class 706; Class 707; Class 708; Class
709; Class 710; Class 711; Class 712; Class 713; Class 714: Subclasses 001000-100000, 699000-824000; Class
715; Class 716; Class 717; Class 718; Class 719; Class 725; Class 726; Class 901; Class 902. 15
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USPTO “software” patents

Definitional issues
Software as a general purpose technology
Type | and Type Il errors abound

Comparisons of outcomes, “software” vs. non-
software applications by examiners

First final action rejections (examiner action)

First action allowances (examiner action)

Quality review process (internal to USPTO)

Administrative appeals (applicant appeals from rejection)

Court appeals (applicant appeals from rejection)
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Figure 1
Share of US Patent Office First Final Actions that Were Rejections, FY 2003-FY 2012
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Source: Authors.
Notes: After an examiner initially rejects claims as unpatentable and the applicant responds with
arguments or amendments, the examiner issues a “final action:” either an allowance or rejection. This is
termed a “first final action” because the applicant may seek continued examination, leading to further
iterations of nonfinal and final actions subsequent to the “first” one. 18
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Figure 2
Share of US Patent Office First Actions that Were Allowances, FY 2003-FY 2012
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Figure 3

Findings from USPTO Quality Assurance Review: Final Actions on Software

and Non-software Applications, Rate of Compliance with Applicable Laws and
Regulations Governing Patent Examination, FY 2007-FY2012
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Figure 4
Affirmance of Administrative Appeals from USPTO Examiner Rejections in
Software and Non-Software Applications, FY 2003-FY 2012
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The patent system Is just that: a system
These are complex institutions
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As we seek to better understand the thorny unanswered
guestions surrounding appropriate patent policies—
Patent quality and transparency,
Patent transactions and marketplaces,

The relationship of patenting to innovation, competition, and
economic growth,

How can policy makers better map the patent system
onto the broader innovation system?

Patenting cannot be an end unto itself
And how can researchers contribute?
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Concluding comments
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