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A.  BILSKI’S CLAIM 1 

 

A method for managing  

the consumption risk costs  

 of a commodity  

sold by a commodity provider  

at a fixed price  

comprising the steps of: 

(a) initiating a series of transactions  

  between  

   said commodity provider and  

  consumers of said commodity 

wherein said consumers  

purchase said commodity  

at a fixed rate  

 based upon historical averages,  

said fixed rate corresponding to  

a risk position of said consumer; 

(b) identifying market participants  

 for said commodity  

having a counter-risk position  

to said consumers; and 

(c) 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 transactions  

balances  

the risk position of said series  

 of consumer transactions. 

All the claims in the Bilski application were rejected 

by the Patent Office on the grounds that they were 

not drawn to patentable subject matter (PSM).  

The claims were never examined for validity over the 

prior art nor for enablement. The PSM rejection 

was affirmed by the Supreme Court in Bilski v. 

Kappos, 130 S.Ct. 2771 (2010). 

  

B.  SOME STATUTES 

 

1.  The Constitution.  (The italicized words relate to 

copyright, the boldface words to patents-RJM). 

ARTICLE I.  Section 8.   

The Congress shall have Power  ***  

[clause 8] 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. 

 

2.  The Statute Against Monopolies, 1623: 

[The prohibition against] Monopolies ...   

6. ... shall not extend to any Letters Patents 

... of the sole Working or Making  

of any Manner of new Manufacture  

within this Realm,  

to the first true Inventor or Inventors  

of such Manufactures .... 

 

3.  Patent Act of 1790, 1 Stat. 109, Sec. 1 

[U]pon the petition of any person or persons ..., 

setting forth, that he, she, or they,  

hath or have invented or discovered  

any useful  

art, manufacture, engine, machine, or device,  

or any improvement therein  
not before known or used, and  

praying that a patent may be granted therefor,  

it shall and may be lawful ...  

if [it is deemed that] the invention or discovery 

[is] sufficiently useful and important,  

to cause letters patent to be made out ....  
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4.  The Patent Act of 1952. 

35 USC § 101.  Inventions patentable. 

Whoever invents or discovers  

any new and useful  

process, machine, manufacture, or 

composition of matter,  

or any new and useful improvement 
thereof,  

may obtain a patent therefor, subject to the 

conditions and requirements of this title.  

 

The conditions and requirements of the title 

invoked by § 101 are set forth in: 

§ 102, entitled “Conditions for Patentability; Novelty 

and Loss of Right to Patent.”  

102 begins “A person shall be entitled to a patent 

unless...”   

102 then defines kinds of prior art; 

§ 103, entitled “Conditions for Patentability: Non-

Obvious Subject Matter.”  Obviousness is 

assessed based on the knowledge of the 

hypothetical person having ordinary skill 

in the art (PHOSITA); and 

§ 112 entitled “Specification.” Among other things 

it requires that the patent “enable any person 

skilled in the art to which [the invention] pertains 

to make and use the same.”  Enablement is 

found in the teachings (the disclosure, the 

specification) of the patent, not the claims.  

Enabling the public to practice the invention is 

said to be the quid pro quo for the temporary right 

to exclude.  Like obviousness, enablement is 

judged from the point of view of that hypothetical 

legal construct, the person having ordinary 

skill in the art (PHOSITA). 

 

 

C.  SOME TERMS OF ART 
(according to my own informal definitions - RJM) 

 
anticipation v. obviousness:  If a claim reads 

on a single piece of prior art, it is invalid for 

anticipation.  If it reads on a combination of 

pieces of prior art, or a single piece of prior art 

combined with the the knowledge of the PHOSITA, it 

is invalid for obviousness. 

 
claim:  a numbered partial sentence (grammatical 

object of “I/we claim”) found at the end of a patent 

(see page 4).  Each claim is an attempt to use words to 

describe something that exists in three or four 

dimensions (a process, machine, etc.) over which the 

inventor seeks a government grant of a temporary 

exclusivity, that is, a patent.  The Patent Office, by 

examining the application and deciding to allow 

claims is deemed to have determined that the claims 

are not obvious nor anticipated by the prior art, 

among other things. During prosecution, claims are 

often amended or replaced.  Patents can have from one 

to hundreds of claims, but the median, no doubt 

because of the fee structure, 37 CFR § 1.16, is 20. 

 

CCPA (the Court of Customs and Patent Appeals): 

the court that, until it was replaced by the Federal 

Circuit in 1982, heard appeals from applicants whose 

claims were rejected by the Patent Office. 

 

element: a word or phrase in a claim 

 

Federal Circuit (the Court of Appeals for the 

Federal Circuit): an Article III court with jurisdiction 

over patent cases, whether prosecution or 

infringement litigation. 

 

patentable subject matter (PSM) (sometimes 

called statutory subject matter):  anything that 

comes within the four categories of 101:  “process, 

machine, manufacture (i.e., article of manufacture) or 

composition of matter,” as interpreted by the courts.  

 

person having ordinary skill in the art 

(PHOSITA): the hypothetical ordinary artisan whose 

knowledge and abilities are used to assess patent issues 

such as obviousness and enablement 

  

prior art: anything that is “prior” (roughly, is dated 

more than one year before the earliest application for 

patent was filed) and that is in the “art” (that is, the 

field) of the invention.  Prior art includes patents, 

journal articles, advertisements, actual devices, etc. 

 

prosecution:  the events in the life of a patent 

application, or working on it, from filing to issuance as 

a patent.  Prosecution history refers to the 

documentary record of communications between the 

applicant and the Patent Office. 

 

reads on:  a verb phrase meaning “has a 1 to 1 

correspondence, element by element, with.”  The 

phrase “reads on” has as its grammatical subject a 

patent claim and as its grammatical object either the 

prior art or something accused of infringing. If the 

claim reads on the prior art, the claim is invalid; if it 

reads on an accused product, it is infringed. 

 
reference: a piece of prior art, usually in writing, 

but not necessarily a patent. 

 

specification:  everything in the patent except the 

claims and the cover sheet..  A patent specification is 

said to teach or disclose.



SLR Symposium: Bilski and Beyond  20110127.1252 rjm 3 

D.  SOME IMPORTANT CASES 

 

From the early 1980s through the mid 1990s, the law 

of PSM was dominated by two trios of cases: 

 -Benson-Flook-Diehr (1972, 1978, 1981), three 

decisions from the Supreme Court, and 

 -Freeman-Walter-Abele, (1978, 1980, 1982), 

three decisions from the CCPA. 

 

All six cases involved patent applicants seeking 

judicial review of Patent Office rejections. 

 

1.  Supreme Court Cases.   

 

In each of these cases, an unsuccessful patent 

applicant petitioned for certiorari.  The respondent was 

the Patent Office.   

Below, underlined names are the authors of 

the opinions. In the split decisions, the first line is 

sometimes the majority, sometimes the dissent, but 

always anti-patent, a group that consistently included 

Brennan and Marshall.  The second line, always pro-

patent, consistently included Stewart, Burger and 

Rehnquist. The swing voters were Stevens, White, 

Blackmun and Powell. 

Chakrabarty occurred in the middle of the 

Benson-Flook-Diehr trio but is not part of it because 

Chakrabarty’s invention involved bacteria and the 

issue was whether life was PSM, not whether 

computer-related inventions were PSM. 

 

1972.  Benson.  409 US 63. 

Applicant LOST. 

Invention:  Converting binary-coded decimal numbers 

to pure binary in digital computers.  

 Anti-patent Unanimous Court:  Douglas, Brennan, 

White, Marshall, Rehnquist. 

(Stewart, Blackmun and Powell did not participate.)  

 

1978.  Flook.   437 US 584. 

Applicant LOST. 

Invention:  Method for calculating an alarm 

limit (temperature, most often) in catalytic 

conversion.  

 Anti-patent Majority: Stevens, Brennan, White, 

Marshall, Blackmun, Powell. 

 Pro-patent Dissent:  Stewart, Burger, Rehnquist. 

 

1980.  Chakrabarty.    444 US 1028. 

Applicant WON.  

Invention:  Genetically-engineered oil-eating bacteria. 

 Anti-patent Dissent:  Brennan, White, Marshall, 

Powell.  

 Pro-patent Majority:  Burger, Stewart, Blackmun, 

Rehnquist, Stevens. 

1981.  Diehr.  450 US 175. 

Applicant WON. 

Invention: very similar to Flook’s. 

 Anti-patent Dissent:  Stevens Brennan Marshall 

Blackmun 

 Pro-patent Majority:  Rehnquist Burger Stewart 

White Powell 

 

2.  Appellate Court Cases 

 

1978. Freeman.  573 F.2d 1237 (CCPA).   

Applicant WON. 

Invention:  computerized type-setting.   

 

1980.  Walter.  618 F.2d 758 (CCPA). 

Applicant LOST. 

Invention: digitizing and analyzing seismic waves to 

determine subsurface conditions.  

  

1982.  Abele.  684 F.2d 902 (CCPA), 

Applicant WON some and LOST some.   

Invention: Improvement to CAT scanning.   -

 - - - 

(The Federal Circuit was created in 1982 and 

among other things, succeeded to the CCPA’s 

jurisdiction.) 

 

1994. Alappat:  Prosecution.  Federal Circuit in banc.   

Applicant WON.   

Invention:  method to smooth out a digital oscilloscope 

display. 

 

1998. State Street v. Signature:  Infringement 

Litigation.  State Street was a declaratory judgment 

plaintiff.  Patent Owner won as to PSM. 

Invention:  Hub and Spoke(R) method for 

administering pooled mutual fund assets. 

 

1999. AT&T v. Excel.  Infringement Litigation. 

Patent owner AT&T won as to PSM in the Federal 

Circuit. On remand to the District Court, AT&T won 

summary judgment of infringement but lost summary 

judgment of invalidity for both anticipation and 

obviousness. 

Invention:   Implementation of a long-distance rate 

discount plan when both parties to a telephone call are 

subscribers. (MCI’s Friends and Family was one of the 

piece of prior art.) 
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E.  US PATENT 7,346,545 (selected pages) 

A Patent in Post-Bilski Litigation: Ultramercial v. Hulu, CDCal, 8/13/10 

cited at page 5 of Lemley et al., Life after Bilski 

Cover Sheet and End of Specification Showing 7 of 8 Claims 

https://www.law.stanford.edu/display/images/dynamic/events_media/Life%20of%20Bilski.pdf

