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Legally Speaking  
Revisiting Patentable 
Subject Matter 
Is everything under the sun made by humans  
patentable subject matter?

The order announcing the en banc 
review invited interested parties to 
file amicus curiae (friend of the court) 
briefs to address not only whether 
Bilski’s patent application should be 
granted, but also what test or stan-
dard should be used for judging what 
processes are eligible for patent pro-
tection. The order even asks whether  
the State Street Bank decision should 
be overturned. 

Bilski’s claim 
Claim 1 of Bilski’s application sets 
forth three steps of his method for 
energy risk management: initiating  
a series of transactions between a com-
modity provider and consumers of the 
commodity whereby consumers would 
purchase the commodity at a fixed rate 
based on historical averages (setting 
the risk position of the consumers); 
identifying market participants for 
the commodity who have a counter-
risk position to that of consumers; and  
initiating a series of transactions  
between the commodity provider and 
market participants having a counter-
risk position at a second fixed rate 
such that transactions of the market 
participants balance out the risks  
to consumers. 

Bilski relies upon the State Street 
Bank decision in support of his claim. 
He asserts his claim recites a process 
and this method produces a useful, 
concrete, and tangible result. To under-
stand why BPAI rejected Bilski’s claim, 
a brief historical review is in order.

a
RE BUSInESS METHODS and 
software algorithms pat-
entable? Many of us think 
they shouldn’t be. How-
ever, under a 1998 U.S. 

Federal Circuit Court of Appeals 
decision in State Street Bank Bank 
v. Signature Financial Group,  they 
seem to be. That case opined that busi-
ness methods could be patented and 
regarded any process conforming to a 
dictionary definition as patentable sub-
ject matter, as long as it produces a “use-
ful, concrete, and tangible result.” This 
would include program algorithms.

Because of State Street Bank’s very 
broad interpretation of patentable 
subject matter, the U.S. Patent and 
Trademark Office (PTO) has been 
flooded with applications for patents 
on methods of all kinds, including 
business methods, methods of medi-
tation, dating methods, sports moves, 
tax strategies, and even plots for nov-
els. This capacious view of patentable 
subject matter may, however, be about 
to change.

This past February, the Federal Cir-
cuit decided to hear en banc (with the 
full court, not just the usual panel of 
three judges) an appeal by Bernard 
Bilski of a decision by the PTO 
Board of Patent Appeals and Inter-
ferences (BPAI) denying Bilski’s ap-
plication for a patent on a method 
for managing energy consump-
tion risks owing to vagaries of the 
weather for failure to claim patentable 
subject matter. 

the supreme court  
on Process Patents 
The Supreme Court first considered 
whether computer program processes 
could be patented in its unanimous 
1972 decision in Gottschalk v. Benson. 
Benson had applied for a patent on 
a method for transforming binary 
coded decimals to pure binary form. 
One claim called for implementing 
this algorithm in a programmed com-
puter; a second was for the algorithm 
as such. 

Section 101 of U.S. patent law states 
that “[w]hoever invents or discovers 
any new and useful process, machine, 
manufacture, or composition of mat-
ter, or any new and useful improve-
ment thereof, may obtain a patent 
therefore.” Benson’s algorithm was a 
process in the dictionary sense of the 
word, but that didn’t necessarily mean 
it was a process within the meaning of 
section 101. 

Under the Court’s past decisions, 
patentable processes had been those 
that transformed matter from one 
physical state to another. Benson’s 
process didn’t do this. Past decisions 
had also excluded laws of nature, 
mathematical and scientific princi-
ples, mental processes, and abstract 
ideas from patent protection. Because 
Benson’s method could be carried out 
in a person’s head or with aid of paper 
and pencil, it seemed like a mental 
process or abstract idea, and perhaps 
a mathematical principle. The Court 
was also disturbed that Benson’s 
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cuit’s overbroad conception of pat-
entable subject matter. So it rejected  
Bilki’s claims.

BPai on Patentable subject matter 
Bilski sets forth a series of propositions 
about patentable subject matter. The 
first is that the constitutional subject 
matter for patent protection is inven-
tions in the “useful arts,” by which the 
founders meant what today we would 
call “technological arts,” or more sim-
ply, “technology.” Section 101 names 
four kinds of technologies that are eli-
gible for patent protection: processes, 
machines, manufactures, and compo-
sitions of matter. 

BPAI thinks that Congress intended 
to make every human-made machine, 
manufacture, and composition of mat-
ter eligible for patent protection, but 
doubts it intended everything under 
the sun made by humans to be eligible 
for patent protection. Computer pro-
grams, documents, music, art, and 
literature are innovations made by hu-
mans; yet, none is eligible for patent 
protection. 

Technological processes that trans-
form matter from one physical state 
to another (for example, chemical A 
mixed with chemical B to produce 
chemical C) are clearly patentable, as 
are processes that are tied to specific 
mechanical implementations. But if 
processes do not transform matter and 
are not tied to technical implementa-
tions, BPAI thinks they are not tech-
nological enough to be patentable. 
Such methods should be considered 
“abstract ideas” that are excluded from 
patent protection, as was the algorithm 
in Benson. 

Bilski questions the Federal Cir-
cuit’s “useful, concrete, and tangible 
result” test for patentable subject 
matter as lacking an authoritative ba-
sis and a sound rationale. Bilski ob-
serves that Justice Breyer’s dissent in 
Lab Corp. questioned the “useful, con-
crete, and tangible result” test for pat-
entable subject matter as not having 
been endorsed by the Court. (Indeed, 
this test is inconsistent with Benson 
and Flook.)  

Because Bilski’s method wasn’t tied 
to an implementation in a specific de-
vice and didn’t transform matter from 
one physical state to another, the BPAI 
concluded it was an unpatentable  

claims would cover (and therefore 
preempt) all uses of the algorithm, not 
just those applied to particular indus-
trial ends. 

In 1978, the Court revisited Benson 
in Parker v. Flook, which considered the 
patentability of a process for calculat-
ing and updating alarm limits for cata-
lytic conversion plants. By a 6–3 major-
ity, the Court rejected Flook’s claim 
because the only new thing about it 
was an algorithm onto which had been 
tacked conventional post-solution ac-
tivity (updating the alarm limits).

Three years later, in Diamond v. 
Diehr, the Court once again considered 
the patentability of a process involving  
a computer program. In Diehr, the 
Court ruled by a 5–4 majority that a 
process for curing rubber, one step of 
which involved a computer program 
that continuously calculated tempera-
tures inside the mold to determine 
when the rubber was properly cured, 
was a patentable process. Because 
Diehr did not abrogate Benson or Flook 
and involved a conventional process 
that transformed matter from one 
physical state to another, Diehr was ini-
tially viewed as a narrow decision for 
patenting software innovations.

The Federal Circuit, however, con-
strued Diehr more broadly by focusing 
on its dicta that everything under the 
sun made by man should be considered 
patentable subject matter. For the past 
27 years, this court has fashioned its 
own conception of patentable subject 
matter, culminating in the State Street 
Bank decision. Its recent willingness to 
reconsider State Street Bank and its ap-
proach to determining patentable sub-
ject matter may well be due to its sense 
that the Supreme Court is not satisfied 
with its rulings. 

Renewed supreme court  
interest in Patents 
In the past few years, the Supreme 
Court has reviewed several Federal 
Circuit decisions and reversed that 
court’s rulings every time. In eBay v. 
MercExchange, for example, the Court 
rejected the Federal Circuit’s rigid rule 
that courts must issue injunctions in 
virtually all patent infringement cases. 
In KSR v. Teleflex, the Court reinvigo-
rated the nonobviousness standard 
for invention by rejecting the Federal 
Circuit’s approach to judging obvious-

ness. In Microsoft v. AT&T, the Court 
overturned a Federal Circuit ruling 
that Microsoft was liable for offshore 
patent infringement based on its ship-
ment to another country of a disk of 
software containing a component that 
infringed a U.S. patent.

The Supreme Court has also sig-
naled renewed interest in the Federal 
Circuit’s approach to patentable sub-
ject matter. In 2005, it accepted Lab 
Corp’s appeal from a Federal Circuit 
ruling that it had induced patent in-
fringement by providing test results 
about levels of homocysteine in pa-
tients’ blood to doctors who then cor-
related elevated levels of this amino 
acid with vitamin deficiencies and en-
hanced risks of heart disease, thereby 
infringing Metabolite’s patent. Justice 
Breyer dissented from the decision to 
drop the Lab Corp. appeal because in 
his view, Metabolite’s patent claimed 
a process that “is no more than an in-
struction to read some numbers in 
light of medical knowledge.” He be-
lieved this ran afoul of the longstand-
ing rule that laws of nature and natural 
phenomena cannot be patented. 

A year later, during oral argument 
in the Microsoft v. AT&T case, five mem-
bers of the Court asked questions 
about the patentability of computer 
programs, even though that issue was 
not before the Court. These questions 
revealed that patentable subject mat-
ter was on many Justices’ minds.

Given the Court’s renewed inter-
est in patentable subject matter, the 
BPAI seems to have decided that it was  
time to push back on the Federal Cir-

the federal circuit 
has the opportunity 
in Bilski to clarify  
the standard by 
which to judge what 
processes are  
eligible for patent 
protection.
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process and an abstract idea. BPAI in-
dicated its conclusion would be no dif-
ferent even if Bilski altered his claims  
to mention use of some technology,  
such as a telephone or computer, to  
carry out the method because the 
method was essentially still an ab-
stract one akin to the claim in Benson 
for implementing the algorithm in  
a programmed computer.

What Will happen?
The Federal Circuit has the opportu-
nity in Bilski to clarify the standard 
by which to judge what processes  
are eligible for patent protection and 
why this is the right standard. It also 
has the opportunity to give substance  
to the abstract idea exclusion from  
patent protection. 

If the Federal Circuit affirms the 
BPAI rejection of Bilski’s application 
and rules that Bilski’s method is un-
patentable as an abstract idea and/
or as a non-technological process, the 
Supreme Court will probably be satis-
fied that the Federal Circuit has gotten 
the message that it should pay closer  
attention to the Court’s prior rulings 
and narrow the scope of patentable 
subject matter. 

If, however, the Federal Circuit re-
verses the BPAI’s ruling in Bilski or is 
deeply split and issues multiple opin-
ions expressing divergent theories 
about patentable subject matter, the 
Supreme Court will probably review the 
Bilski case to clarify what standards the 
PTO and Federal Circuit should apply 
in judging which processes are eligible 
for patent protection.

A decision upholding the unpatent-
ability of Bilski’s process will not do 
away with all software patents because 
some do claim technological process-
es, but many patents issued under 
the State Street Bank test, whether  
for software innovations, business 
methods, dating methods, and the 
like, would then be rendered ineffec-
tual. As things go, this would be prog-
ress. This is another patent reform 
that can and should be carried out 
through the courts. 
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