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Nothing Novel about Business Method Patents

Over the past ten years, so-called business method patents have been feverishly
sought, aggressively litigated and hotly debated. Perhaps the business method patent
that was the most effective in thwarting competitors, and that got the most media attention,
was the Amazon “One-Click” checkout process patent. That patent was used to enjoin
Barnes & Noble from using a similar checkout process at the start of the Christmas book
buying season a few years ago. These types of inventions have received heavy criticism
in the media from those who believe the Patent System has strayed far from what they
consider to be traditional inventions.

But business method patents are not new. For example, look at the Saunders
patent from 1917 for the Self Serving Store. It represents a fascinating parallel to modern-
day, internet-based business method patents.

According to this patent and as illustrated in Fig. 1 reproduced above, the customer
enters the store on the left, takes a basket from the stack of baskets at the entrance, and
then walks up and down the sequence of aisles, exiting on the right where the shopper
passes through the checkout. Looks familiar, doesn’t it? Most stores operate on this
principle today. Back in the early 1900s, however, the clerks retrieved each item a
customer wanted, much as is still done in jewelry stores today. Mr. Saunders, the inventor
of the self serving store, significantly increased productivity with his invention and made
grocery shopping much more efficient.
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Business Method Patents(cont'd)

While the store arrangement taught by this patent is different than that of prior art
stores, the real invention is the change in the business method, namely, having the
shoppers rather than the clerks fetch the goods from the shelves, relegating the clerks
to ringing up the bills. The result: fewer clerks per shopper and faster shopping. But it
is the change in the store’s physical arrangement that has made all the difference in
getting the patent. If the patent owner had simply said that he was claiming a store where
the customers rather than the clerks fetched the goods without a change in the store
layout, it is doubtful that Mr. Saunders would have gotten his patent.

Similarly, today, it is just as likely that a different structure or sequence of steps
underlies each new business method and that difference will be the key to whether a
business method patent will issue or not.

The Decision to Pursue a Patent

Recently, at a conference on technology, one of the speakers discussed the factors
that he considered in making a decision to pursue a patent. He raised all the usual factors
that affect that decision, such as the market value of the invention, the quality of the
invention, and the cost of getting the patent. In addition, he noted that the decision to
pursue a patent should also consider the high cost of defending the patent, both in the
US and abroad. He seemed to be giving this factor a lot of weight.

These are all without doubt appropriate factors to consider in making the decision
to pursue a patent. However, each should given appropriate weight for the decision-
making process to succeed. The weightiest one is always the market value of the invention.

Given an invention with enough market value, notwithstanding the low quality of the
invention (in the sense of an idea of only marginal novelty) and high patent cost, the patent
should be pursued every time. In contrast, if the invention has little market value, why
bother with the patent at all? Moreover, market value for many good inventions will dwarf
patent costs, even if the patent is difficult to get. However, the cost to defend a patent,
assuming a patent eventually issues, should be given little or no weight.

Currently, it is not uncommon for each party in patent litigation to spend $1 million
to $2 million dollars on legal fees. The plaintiff, typically the patent owner, has the burden
of proving by a preponderance of the evidence that the patent claims have been infringed.

The defendant of course will try to prevent the plaintiff from proving allegations of
infringement, but often the defendant also tries to prove that the patent is invalid.
Accordingly, the plaintiff will then have to defend the validity of its patent. Defending the
patent is then typically a part of the expensive process of patent litigation. But that does
not mean that the cost of the defense should be a factor in deciding whether to get a
patent in the first place.
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Pursue a Patent(cont'd)

In asserting the invalidity of the patent, the defendant has the burden of proof rather
than the plaintiff. Because every patent issued is entitled to a presumption of validity that
can only be overcome by clear and convincing evidence, the defendant bears a heavy
evidentiary burden. This burden on the defendant is a huge advantage for the patent
owner. So odds are that the defendant will spend more money proving invalidity than the
plaintiff will spend defending its patent. The plaintiff’'s cost in defending the patent are
thus likely to be more than offset by the defendant’s cost in proving invalidity. This fact
suggests that in general the cost of defending a patent should be ignored. Rather than
considering the cost of defending the patent, the inventor should compare the cost of
proving that the patent is invalid (high) with the cost of getting the patent the patent (low).
Worrying about the cost of defending a patent in the abstract is like worrying about the
cost of repairing the walls of your fort if you are attacked. Let the infringer worry about
the cost to him of the attack itself.

Additionally, there is no requirement to enforce a patent if the patent owner chooses
not to do so. There are of course consequences for failing to enforce patent rights but
those consequences may be more acceptable than the alternative of enforcing patent
rights in view of great expense and dim prospects for prevailing.

Finally, the patent owner also has other options besides prosecuting infringers or
acquiescing in infringement. The owner may offer a license to the would-be infringer in
order to head off a competitor’s temptation to infringe, thereby turning the potentially
massive expenditure on litigation into a revenue stream.

Market value of an invention should drive the decision to apply for a patent, not
the cost to defend the resulting patent.

Protecting Know-How

The idea of protecting know-how seems a little far-fetched. After all, there is no
US Patent, Trademark and Know-How Office — where one would file a “Know-How
application.” Furthermore, many types of know-how are so freely acquirable, such as the
ability to type or to teach Spanish, that granting exclusive rights to someone for this type
of know-how is, well, patently absurd. It is one thing to grant a patent to someone who
invents a new trick with a yo-yo so that only the patentee can perform that trick, but quite
another thing to grant the equivalent of a patent for knowing how to operate a yo-yo so
that only that patentee can operate a yo-yo.

Because know-how is in many cases so freely and readily acquired, it is often
dismissed as second-class intellectual property. But acquiring know-how is not always
a simple matter of study and practice. Although my typing skills are far from perfect, | am
disinclined to spend time to improve them. | am better off hiring those with this skill to
type manuscripts for me. And, while | might, with long study and concentrated effort, learn
to speak Spanish, even to speak it well enough to teach it, | would not likely be able to
learn to speak Spanish without an accent. Accordingly, Spanish teachers who are native
Spanish speakers would still be preferred.
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