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overemphasized. The pharmaceutical, biotechnology, computer software, and
chemical industries, to name but a few, annually spend billions of dollars on
R&D. Each of these industries is unique, and each has a different perception of
how the patentability requirements affect their R&D decisions. As such, the
PTO is uniquely positioned to engage these industries and has the institutional
flexibility to “modify [the patentability requirements] where nec&ssary to carry
out the underlying goals of the patentsystem.™43 ... ..

1. The Problem of “Capture”

Capture has been defined as when an agency “favors the concerns of the
industry it regulates, which is well-represented by its trade groups and lawyers,
over the interests of the general public, which is often unrepresented.”344
There is a potential problem with agency capture with respect to patentability
determinations. During these public hearings held by the PTO, the testimonials
are usually, if not always, from large corporations from various industries,
including the pharmaceutical, biotechnology, and computer software industries.
It is a rare occasion when societal concerns are heard. The public is simply left
out of the decision making process and becomes detached, thus perhaps
endangering the credibility of the patent examination process. Yet just how this
one sided approach has affected PTO rulemaking or adjudication is unclear.

themselves off from the benefit of this internal mechanism. I think they are being very
reckless, frankly, with one of the most critical areas of United States law.

.

343 See Merges, supra note 14, at 12; see also Scalia, supra note 5, at 517 (“[Olne of
the major advantages [of Chevron] . . . is to permit needed flexibility, and appropriate
political participation in the political process. One of the major disadvantages of having the
courts resolve ambiguities is that they resolve them forever and ever; only statutory
amendment can produce a change.”); Sunstein, Law and Administration, supra note 5, at
2088 asserts:

Sometimes regulation is made more difficult because of the pervasive problem of
changed - circumstances. New developments involving technological capacity,
economics, the international situation, or even law may affect regulatory performance.
Congress is unsble to amend every statute to account for these changes, a situation that
creates a genuine problem for those who must apply the statute. Here as well,
administrators are in a far better position than courts to interpret ambiguous statutes in &
way that takes account of new conditions.

344 RicHARD J. PIERCE, JR. ET. AL., ADMINISTRATIVE LAW AND PROCESS § 1.7.2 (2d
ed. 1992).
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Furthermore, some have argued that the Federal Circuit, and not just the PTO,
may be susceptible to capture.343 With both the court and the PTO potentially
subject to capture, one can argue that the overall policy considerations tip the
scale in favor of deference to the PTO with respect to patentability
determinations.

B. Security in Property Rights ==

We as a society, protective of our public domain, are concerned that
patents not issue to applicants who fail to satisfy the requisite patentability
requirements. Patents that never should have issued because of unknown prior
art at the time of examination should be invalidated and removed from the
protectorate of our patent laws. On the other hand, with an eye towards
encouraging innovation,3* we should be sensitive to the notion of security in
property rights. A patentee should have a certain degree of security in the
validity of her patent and a reasonable expectation that she will be able to
recoup her research and development expenditures without living in fear of
constant invalidity challenges.347 As Judge Plager has stated:

345 see Rochelle Cooper Dreyfuss, The Federal Gircuit: A Case Study in Specialized
Courts, 64 N.Y.U. L. Rev. 1, 68 (1989) (“Of course, specialization poses the risk of bias,
and without public confidence in the court’s neutrality, its ability to expolit the benefits of
specilization will be compromised.”); Thomas XK. Landry, Certainty and Discretion in
Patent Law: The On Sale Bar, The Doctrine of Equivalents, and Judicial Power in the
Federal Circuit, 67 S. CAL. L. REv. 1151, 1206 (1994) (“[S]pecialization widens the gap
between the public and the decisionmaker. Authoritatively as well as geographically, the
public loses sight as bureaucratization removes to expert control. The interested public is
redefined to include only those who are part of the same specialized subculture as the
decisionmaker.”); ¢f. Owen M. Fiss, The Bureaucratization of the Judiciary, 92 YALE L.J.
1442, 1466 (1983)(“Establishing specialized courts also raises questions about the value of a
general, non-specialized perspective on legal issues. . . . [The judgments of a non-specialist
have] less chance of capture by a special interest group. I would [therefore] . . . confine this
strategy [of creating specialized courts] to areas where there is less value to the generahst’
insight and less danger-of capture.”) : -

346 See supra note 13 for economic justifications for a patent system; see also Patlex
Corp. v. Mossinghoff, 758 F.2d 594, 599 (Fed. Cir. 1985) (“The encouragement of
investment-based risk is the fundamental purpose of the patent grant . . . .”).

347 The Federal Circuit has recognized this expectation aspect of a patentee’s property
interest. See Patlex, 758 F.2d at 599.

[W]e would not belabor the point that patent property rights, necessarily including
the right ‘to license and exploit patents,” fall squarely within both classical and judicial
definitions of protectible property. Suffice to cite the scholarship of Jeremy Bentham,
who defined property as “the collection of rules which are presently accepted as
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I can’t imagine an administrative law arrangement where you get a license, a
permit, a grant, which people can challenge time and time again . . . . It not
only surprises me, it amazes ms. Why would you possibly have a system that
gives you a government grant which is little more than a right to litigate?
That’s what it really is—a federal right to litigate. Well, when I make a great
invention I don’t want a federal right to litigate—I want a protected promrty
mterest in that mventnon 348

By second guessing the PTO’s patentablhty determinations in the form of
de novo and the clearly erroneous review, the Federal Circuit infuses a degree
of insecurity in a patentee’s property interest which may adversely affect
innovation and frustrate the patentee’s proprietary expectations. As discussed
above, this does not mean that the Federal Circuit should give Chewron
deference to the PTO if unexamined prior art is discovered. But if the PTO did
consider the prior art reference which is reasserted by an alleged infringer, the
court should apply the Chevron doctrine when reviewing the validity of the
challenged patent. Furthermore, the court’s standards of review encourage
unnecessary litigation in that potential patent infringers, knowing they will be
able to subject a patent to de novo review, are more likely to challenge a
patent’s validity than if the review were more deferential to the PTO.

Lastly, although the PTO’s affirmance rate is approximately 89% 349 an
argument can be made that this affirmance rate does not foster the requisite
degree of security in property rights that is necessary for sustained and
innovative research and development. What if one out of every ten real
property deeds resulted in a conveyance of false title? Indeed, the Federal
Circuit has held that patents are property just as much as land:

It is beyond reasonable debate that patents are property. In Consolidated
Fruit Jar Co. v. Wright,. . . the Supreme Court stated: “A patent for an
invention is as much property as a patent for land. The right rests on the same
foundation and is surrounded and protected by the same sanctions. . .
[Platents are property and therefore subject to the principles of eminent
domain, 350

goveming the exploitation and enjoyment of resources. So regarded, property becomes
a basis of expectations founded on existing rules . . . . It is supposed that men will not
labor diligently or invest freely unless they know they can depend on rules which agsure
them that they will indeed be permitted to enjoy a substantial share of the product as the
price of their labor or their risk of savings.”

1d. (emphasis added).
348 See Interview with Judge Plager, supra note 1, at 6.
349 See supra note 106.
330 See Patlex, 758 F.2d at 599.
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C. PTO Expertise and Scientific Complexity

Agency expertise has long been a justification for according deference.35!1

It is axiomatic that patentability determinations are highly technical and
complex and require a great deal of technical expertise. The subject matter of a

* claimed*- invention:“can “range**from- biotechnology ‘and pharmaceuticals to
computer software and semiconductor chips. A firm grasp of the technology
and how it relates to the patentability requirements are essential in making a

351 Chevron U.S.A. Inc. v. Natural Resouces Defense Council, Inc., 467 U.S. 837,
865 (1984). (“In these cases, the Administrator’s interpretation represents a reasonable
accommodation of manifestly competing interests and is entitled to deference: the regulatory
scheme is technical and complex.”); Pension Benefit Guar. Corp. v. LTV Corp., 496 U.S.
633, 651-52 (1990) (“[Algency expertise is one of the principal justifications behind
Chevron deference.”); see also Aluminum Co. of America v. Central Lincoln Peoples’ Util.
Dist., 467 U.S. 380, 389-90 (1984), stating that:

We have often noted that the interpretation of an agency charged with the
administration of a statute is entitled to substantial deference. . . . To uphold [the
agency’s interpretation] we need not find that its construction is the only reasonable
one, or even that it is the result we would have reached had the question arisen in the
first instance in judicial proceedings . . . . We need only conclude that it is a reasonable
interpretation of the relevant provision . . . . These principles of deference have
particular force in the context of this case. The subject under regulation is technical and
complex.

Id. (emphasis added); Consolo v. Federal Maritime Comm’n, 383 U.S. 607, 620 (1966). In
Federal Power Comm’n v. Florida Power & Light Co., 404 U.S. 453, 463 (1972), the
Court stated:

A court must be reluctant to reverse results supported by such a weight of considered
and carefully articulated expert opinion. Particularly when we consider a purcly factual
question within the drea of competence of an administrative agency created by
Congress, and when resolution of that question depends on ‘engineering and scientific’
considerations, we recognize the relevant agency's technical expertise and experience
and defer to its analysis unless it is without substantial basis in fact.

Id. (emphasis added). The Federal Circuit has also recognized that expertise is a factor in
the area of international trade. See Consumer Products Div., SCM Corp. v. Silver Reed
American, Inc., 753 F.2d 1033, 1039 (Fed. Cir. 1985) (“In determining whether a
regulation is reasonable, we must give considerable deference to the expertise of the agency
[ITA], i.e., the ‘master of the subject.””); Avesta AB v. United States, 914 F.2d 233, 237
(Fed. Cir. 1990), cert. denied, 499 U.S. 920 (1991) (referring to expertise of ITC).
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patentability determination.

The Federal Circuit’s current standards of judicial review discount, if not
completely ignore, the considerable scientific expertise of the PTO and its
unique institutional capability to engage in patentability determinations 352
Every patent examiner possesses a technical undergraduate degree and many
have doctorates in their respective discipiines. The examiners must aiso
graduate from the Patent- Academy;3%3. and the judges-sitting on the BPAI are,
as required by statute, not only technically proficient, but have law degrees as
well 354

In one sense, the Federal Circuit’s high affirmance rate of issued patents
and BPAI non-section 103 determinations reflects the expertise of the PTQ .35
Of course, the high affirmance rate is a double-edged sword. That is, if the
Federal Circuit affirms the PTO in a vast majority of cases, what difference
would it make if greater deference were accorded to the PTO? There are three
answers to this question. First, the affirmance rate of § 103 appeals arising
from the BPAI is relatively low. Second, an 89% affirmance rate of issued
patents means that roughly one out of every 10 patents is invalidated. As I

352 See Interview with Lehman, supra note 20.

1 think that a nonobvious determination is so clearly a technical determination . . .
. I mean we have 2000 patent examiners and in the area of biotechnology, we have
over 150 Ph.Ds. How a judge for the CAFC, even if they are a patent lawyer, can
presume to know more about whether something meets that nonobviousness test than a
highly trained, skilled patent examiner, often times with a Ph.D, is beyond me.

I

Furthermore, one of the strongest motivating factors behind the enactment of the
reexamination statute is that it permitted an issued patent to be “tested in the Patent Office
where the most expert opinions exist . . . .” See H.R. 1307()), 96th Cong., 2d Sess. 4
(1980), reprinted in 1980 U.S.C.C.A.N. 6460, 6463; see also Reiner v. I. Leon Co., 285
F.2d 501, 504 (2d Cir. 1960)(Hand, J.) (“To judge on cur own that this or that new
assemblage of old factors was or was not ‘obvious’ is to substitute our ignorance for the
acquaintance with the subject of those who were familiar with it.”).

353 The Patent Academy is a school within the PTO designed to train examiners in the
laws and regulations associated with the patent examination process. The examiner/student
must satisfy 114 hours of course work on 36 topics, including 12 hours on the doctrine of
noncbviouness; 5 hours on categories of invention and claim construction; 5.5 hours on
novelty/anticipation; and 4.5 hours on appeals to the BPAL

354 See 35 U.S.C. § 7(a) (1988) (“The examiners-in-chief shall be persons of
competent legal knowledge and scientific ability . . . . The Commissioner, the Deputy
Commissioner, the Assistant Commissioners, and the examiners-in-chief shall constitute the
Board of Patent Appeals and Interferences.”

355 See supra note 106.



1995] DEFERENCE, DEFIANCE ' 1507

discussed above, the invalidation of one out of every 10 patents does not
necessarily lend itself to an optimal level of security in one’s property interest.
Lastly, and most importantly, even if the current affirmance rate has a positive
- effect on research and development and fosters a sense of security in property
rights, such does not necessarily mean that the Federal Circuit, with its de novo
and clearly erroneous standards of review, is promotmg an efficient judicial
‘feview mechanism. S o 2 T

1. The Problem of “Reverse Capture”

My appraisal of PTO expertise is not to say that I don't share many of the
concerns of the private bar with respect to the technological competency of the
PTO. Indeed, this is a serious concern, one that can be viewed as a kind of
“reverse capture.” That is, the problem is not so much the danger of the PTO
being beholden to private industry, as it is the PTO's inability to competently
understand and apply the ever transient technologies which examiners
encounter daily. Nevertheless, the question remains: Is the Federal Circuit the
most optimal forum to decide patentability? I think the answer is clearly no.
First, there are other cogent policy considerations which outweigh any
technological deficiencies within the PTO. Second, the internal operations of
agencies are executive and congressional concerns. It is not incumbent upon the
judiciary to remedy what it perceives to be agency incompetence. Lastly, every
patent, of course, is not litigated and it is difficult to ascertain the percentage of
patents which should have never been issued. My feeling is that the percentage
is not very high. Then again, many firms decide not to challenge the validity of
a patent, not so much because they believe that the patent is valid, but because
of the costly nature of patent litigation. This leads me once again to a proposal
I made earlier. That is, one of the best ways to remedy any shortcomings the
PTO may have with respect to technological competency is to introduce a
European-style opposition proceeding into the examination process. But again,
that is a topic for a later time.

D. Judicial Efficiency

A patent application on appeal before the Federal Circuit, before reaching
the court, has been reviewed by not only a patent examiner adept in the
relevant technology, but the BPAI, whose members are technically and legally
proficient.3%6 Given the technical and legal expertise of the PTO, the Federal
Circuit’s de novo and clearly erroneous standards of review foster judicial

356 See 35 U.S.C. § 7(a) (1988).
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inefficiency and call into question the very existence of the PTO.
In In re Vaeck,?57 a case in which the panel majority reversed the BPAI’s
§ 103 nonobviousness rejection, Judge Mayer, in his dissent, commented on

An appeal is not a second opportunity to try a case or prosecuie & paieni
application, and we should not allow parties to “underiake to retry the eatire
case on appeal.” But that is precisely what the court has permitted here. The
PTO conducted a thorough examination of the prior art surrounding this patent
application and concluded the claims would have been obvious. The board’s
decision based on the examiner’s answer which comprehensively explains the
rejection is persuasive and shows how the evidence supports the legal
conclusion that the claims would have been obvious. Yer the court ignores all
of this and conducts its own examination, if you will, as though the examiner
and board did not exist. Even if I thought this opinion were more persuasive
than the board’s, T could not join it because it misperceives the role of the
couri. There may be more than one way to look at the prior art, but on this
record we are bound by the PTO’s interpretation of the evidence because it is
not clearly erroneous and its conclusion is unassailable. I would affirm on that
basis 358

Judge Mayer’s dissent, despite its “clearly erroneous” language, nicely
highlights the inefficient nature of de novo review and implicitly calls atiention
to the above mentioned policy considerations.

V. CONCLUSION

Throughout this Article, I have asserted that the Federal Circuit’s standards
of review and its “traditional tools of statutory construction” result in a less
than optimal balance of interpretive power between itself and the PTO. The
Chevron decision dictates that the Federal Circuit dispense with its de novo
review and apply the Chevron two-step to questions of patent validity,
especially those involving a nonobviousness determination. Furthermore,
Overton Park, State Farm, and § 706(2)(A) of the APA strongly suggest that
the court stop treating the PTO as if it were an Article Il court, and apply the
“arbitrary and capricious” test when reviewing the fact findings of the PTO.
As for the Federal Circuit’s review of the Commissioner’s statutory
interpretations, the court seems to engage in a searching analysis at step one of
Chevron - in- an attempt to uncover any semblance of statutory clarity. This
approach to statutory interpretation is troublesome and leads to unconvincing

357 947 F.2d 488 (Fed. Cir. 1991).
358 Vaeck, 947 F.2d at 496-97 (Mayer, J., dissenting) (emphasis added).
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and, at times, irrational holdings. Lastly, I have argued that there are four
policy ‘considerations which suggest that the Federal Circuit should be more
deferential to the PTO. These policy concerns highlight the PTO’s institutional
comparative advantages and lend convincing support to my doctrinal assertion
that greater deference is warranted.



