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DEAN TREANOR: I’m Bill Treanor. 1°m the Dean of
Fordham Law School. 1t’s my pleasure and privilege to
welcome you to tonight’s lecture by Chief Judge Michel of
the Federal Circuit. 1t’s a public lecture, sponsored by
Cooper & Dunham and John White. Cooper & Dunham is, as you
know, the patent law firm which has been such a great
sponsor of our IP program and is the sole sponsor of our
Visiting Distinguished Fellowship Program, which has
brought the Chief Judge to Fordham here this year.

Professor Hugh Hansen, known to all of you, an
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iconic figure in the world of intellectual property, will
have the privilege of introducing the Chief Judge in a
moment. 1 have the privilege of delivering a few
preliminary remarks.

First of all, 1 would just like to talk about the
Fordham intellectual property law and policy annual
conference, which is now In 1ts eighteenth year and has
literally put Fordham on the map in intellectual property.
Really, 1t’s a tribute to Professor Hansen. He really
envisioned the Fordham intellectual property program at a
time when law schools really didn’t have intellectual
property programs.

We started with the conference, and now it has
grown into the Fordham Intellectual Property Law Institute,
which plays a leading role in the field of intellectual
law. In addition to planning and conducting the IP
conference and an annual roundtable seminar in London, the
IP Law Institute has IP fellows. We have three this
semester. It will have a Microsoft Research and Teaching

Fellow beginning this January, a two-year appointment for a
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junior academic or lawyer from abroad who will teach at
Fordham and support their IP scholarship. We have a
Distinguished Visiting Judicial Fellow, which this year is
the Honorable Paul Michel, Chief Judge of the Court of
Appeals for the Federal Circuit.

While the Judicial Fellow is here — and this week
we have had the Chief Judge here; 1 have to say, what a
great honor that has been for us — the Fellow does a
luncheon address to the faculty, teaches a master class,
delivers remarks and has a question-and-answer session with
students at a student reception, has lunches or dinners
with faculty and students, and delivers this public
lecture, which again is made possible by the sponsorship of
Cooper & Dunham and John White.

Again, Professor Hansen will introduce the Chief
Judge In a moment. He is one of the giants in the field of
patent law. He has been on the bench of the Federal
Circuilt since 1988 and has been Chief Judge since 2004. So
he has been at the helm at, really, a critical period and a

fascinating time. He has done the most extraordinary job
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and 1s just a giant in the field. [I1’m such a huge fan of
his. To have somebody of his stature at Fordham Law really
brings such great honor to us, and it’s just such a treat
for our students and our faculty and our alumni and
everybody who benefits from this great program.

Chief Judge, 1 just want you to know how grateful
we are. Without any further ado, | turn matters over to
the i1conic Professor Hugh Hansen.

PROF. HANSEN: Thank you. Let me just say
something about Bill Treanor.

Fordham has been lucky to have a series of
outstanding deans, and certainly Bill is iIn that tradition.
His first year as dean, which is difficult, he was voted
““Rookie of the Year” of deans, being outstanding. He has
been fantastic for Fordham, on so many levels, and
especially for IP. We do a lot in IP. Joel Reidenberg
does IP. We have an IP Clinic, with Ron Lazebnik. It gets
tremendous support, and we all certainly appreciate 1t iIn
the IP aspects of the school.

I’m happy today to introduce our honored guest.
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It really is great that someone with the responsibilities
that Chief Judge Michel has agreed to spend so much time
here at the school — we’re just very, very, very lucky —
and to deliver this lecture.

Interesting background. He started off at
Williams College and the University of Virginia Law School,
which i1s certainly a good start. He started out with Arlen
Specter as a prosecutor in Philadelphia back in the day,
investigating police and public corruption. Then he became
an assistant Watergate prosecutor.

Was anybody here alive at the time of Watergate,
besides me? Actually, a tremendous time of upheaval, for
those of us who went through it. He was investigating
Nixon’s slush fund, Howard Hughes — 1 didn’t even know
Howard Hughes was involved in Watergate — Bebe Rebozo, who
was pretty famous, Nixon’s secretary, Rose Mary Woods, and
the eighteen-minute gap in the tapes.

Actually, 1f you spent the lecture on that, it
would be a pretty interesting tonight, just on your

Watergate experience.
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He then moved on to the assistant counsel for the
Senate Select Committee on Intelligence, the Church
Committee, investigating abuses of civil liberties by U.S.
law enforcement agencies targeting American citizens, and 1
guess American citizens abroad. He then went on to be
deputy chief of the Justice Department’s new Public
Integrity Section, which directed the *“Koreagate”
investigation.

An iInteresting background, but 1t sort of
indicates, Paul, that you really couldn’t hold down a job.
There’s one of these after another — but probably just
because you were so good. | don’t know; maybe I got that
wrong.

Then he went on to Senator Arlen Specter’s staff
as counsel and chief of staff In the Senate. Up until this
time, he had done no IP at all. So this Is an interesting
aspect, iIn that he is now — Managing Intellectual Property,
by the way, has its annual fifty most important IP people
in the world. Has anyone seen that? Does anyone know

about that? In any case, Chief Judge Michel has been on
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that every year since 2003 and has well deserved that — and
that’s i1n the world; we’re talking about In the world —
having started in 1988 with no IP background whatsoever.

It seems like almost every year they leave
someone off of the fifty most important. 1°m just getting
a sense of that.

But a gazillion awards, almost too many to
mention. He started courses on appellate practice and
procedures while he was in patent enforcement at GW. He
has given lectures at a slew of universities. Over the
course of his time in the court, the Chief Judge has
authored over 800 opinions. That’s a lot of opinions.
That averages close to forty a year, which, on a circuit
level, 1s a tremendous number. OFf course, many of these
were very important decisions.

He also sat on the Second Circuit, the Third
Circuit, and the Ninth Circuit. 1 think Paul would agree
with me that the Second Circuit i1s the best of those.

He has been involved iIn this recent interesting

interplay with the Supreme Court. The most recent aspect

Verbatim Transceedings, Inc. 800/783-3770



of that is the Bilski opinion, which just heard oral
arguments a little while ago, one of which Chief Judge
Michel wrote the en banc opinion for. [I°m sure if there
are gquestions — and we are going to have quite a bit of a
question-and-answer period — he would be willing to address
some of the issues in the Bilski situation.

In any case, without further ado, 1 would like to
introduce Chief Judge Paul Michel.

JUDGE MICHEL: Thank you, Hugh, for the nice
welcome, and Dean Treanor, for your kind words.

I can tell you exactly why 1 am here iIn a single
word: Respect, respect for Fordham Law School, where 1 now
make my fourth visit, for its students, its faculty, and
its future orientation, and respect for Hugh Hansen.
Professor Hansen recruited me to be a part of his famous
Easter Week international patent symposium some years ago,
and I had such a great time, 1 couldn’t wait to be invited
back. Ultimately 1 was and made a second appearance on
this very little stage here, 1 think 1t was eighteen months

ago, and once again was 1mpressed with the quality of the
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conference, including the interplay with the audience. |
hope we can match that here tonight.

The dean was too kind or too grandiose in saying
that 1 was going to deliver a lecture. What 1 propose to
do is a little bit different. 1 propose to make some
remarks to try to stimulate a dialogue with all of you.
I’m going to try to manage the time so that we have at
least a half an hour to deal with questions. 1°m very
interested i1in what’s on your mind, whether you are
academics or practitioners or have some other role in the
overall drama of intellectual property in the United
States, and particularly the patent law.

So here we go.

Number one, my thesis is that the patent system
is the most important single engine for economic progress
now In the United States. We no longer make a lot of the
things we used to make and export that served as the
foundation for the great and growing prosperity in this
country. What do we make? We basically make innovations

of various kinds, not all patented, but many patented or
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eligible to be patented. As a result, patents are critical
to the level of investment iIn research and development. OFf
course, not all research and development comes from the
leverage that patents provide, but a very large portion
clearly does.

For example, startup companies that provide so
much In the way of innovation, scientific progress, and job
creation almost always depend on venture capital. After
all, they don’t really have profits yet. They often don’t
even have a product in their early stages. So they are
dependent on venture capital, and, understandably, venture
capitalists are not eager to invest money if there is no
assurance they will get a return on the investment. That’s
what the patent essentially provides.

A great deal of innovation also comes from
universities, from research institutes, from individual
inventors, as well as the startups that | mentioned. Then,
of course, the rest comes from the large, well-known
corporations in this powerful economy and country.

The question i1s, 1If we are so dependent on the
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incentive provided by patents, are we maintaining, are we
strengthening, are we modernizing our patent system? If
you compare us with some of our competitors, 1 think we
could say very confidently that China is assiduously
strengthening i1ts patent system In every way, by leaps and
bounds, every year. Some believe that here in the United
States, iInstead of strengthening, much less just
maintaining the patent system, we actually are in the
process of weakening the patent system in various ways,
particularly in the form of the pending legislation now
being considered by the Senate, the so-called patent reform
bill, otherwise known as S. 515.

Why do some people say it would weaken the
effectiveness of the patent system? For one thing, It may
very well increase costs and delays. Already justly the
source of much complaint, they both are likely to be made
worse by some provisions of the bill as i1t currently
stands, particularly, for example, the provision dealing
with damages.

Secondly, the bill would make i1t nearly
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impossible, in my practical judgment, to establish willful
infringement, and therefore the potential for enhanced
damages, which, as you know, can be multiplied, iIn
appropriate cases, up to three times, much as in the case
of antitrust law.

Third, the bill would allow interlocutory appeals
of bare claim construction rulings, even when they are not
dispositive on the issue of liability. Where they are
dispositive, almost always summary judgment is granted, and
the parties have an appeal as of right from a grant of
summary judgment. So we already get very large numbers of
interlocutory appeals, iIn the sense that there hasn’t yet
been a trial; there has mainly been a claim construction,
and that’s about all. But the bill would add to the
existing interlocutory appeals, which always are
dispositive by definition, because of summary judgment, a
lot of cases — who knows the number? — where it’s not
dispositive. The practical impact of that would be more
cost and more delay than the status quo has.

Some people think that the damages and
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interlocutory appeals provision should either be greatly
changed or stripped out of the bill altogether.

What else could be said about the bill as it
translates iInto cost and delay? It creates a new form of
reexamination of patents, at the behest of third parties,
and i1t provides for a year window for a post-grant review
after the issuance of patent and gives the Patent Office a
year from that filing to resolve the review. There is a
big issue about whether the threshold for reexam is high
enough. There may be some modifications under way right
now. But the current trigger, a substantial new question
of patentability, is deemed met by the Patent Office in 95
percent of the applications. So it’s almost no standard at
all. Anybody who wants to get a reexam can get it, except
for 5 percent of the time.

I think both of these provisions would also add
some delay, and add delay and trouble in the Patent Office
that can least afford i1t of all the institutions that are
part of the larger patent system.

I don”t think 1t’s an exaggeration to say that
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the Patent Office is virtually dysfunctional today. The
delay to get a final office action In a patent examination
runs roughly between two and five years. In some
technologies, it’s more than that. The delay at the board
level on reviewing examiner rejections iIs over two years
and growing. The average experience level of the 6,000
examiners at the PTO is three and a half years. Now, I
don’t know about you, but most people in a new, difficult,
challenging job take three or four years to really get to
be any good at it and ready to tackle tough cases. But
that’s the average time in the Patent Office. Of course,
it’s understandable. These young engineers and scientists
and people from other similar backgrounds can double or
triple their salary by walking out the door and going into
private industry.

Beyond the inexperience of the examiners, the
supervision by more senior examiners is also very limited.
First of all, there aren’t very many of them, because they
also have usually left — maybe not after three years, but,

let’s say, after five or six. In fact, the Patent Office
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can’t even house all of its examiners. A large portion of
them and board members, too, work at home. How close can
the supervision be for a young examiner if she or he is
working at home?

The real problem is that the Patent Office
doesn’t have anywhere near the revenue or the resources it
needs to do the job fast and well. |1 think it’s kind of
interesting that, for all the different provisions that are
in the patent reform bill, there’s not one dollar of extra
money provided for the Patent Office, which seems to me to
be the single greatest need of all.

Some years ago, the Congress mandated that the
Patent Office be self-supporting — that is, that all of its
revenue to operate would have to come from fees charged
applicants. Indeed, the fees were raised in the wake of
that decision to try to provide more resources. The
problem is that the fees are controlled by the Congress,
and not by the Patent Office, and they have proven to be
hugely i1nadequate.

Not only that, but for six years Congress
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diverted part of the fee money and devoted it to pet pork
projects designed to help members get reelected. So the
Office didn’t even get all of the fee money, even when the
total would have been inadequate anyway.

In more recent years, the Congress has desisted
from that practice, which is an improvement. Still, the
main problem is that the resources are just iInadequate. In
fact, for most of the last year and a half there has been a
total hiring freeze at the Patent Office. This 1Is the same
Patent Office where examiners are leaving in droves for the
higher salaries | mentioned before. So the workload is
going up, but the workforce is going down and the
experience level i1s going down. They are suffering
considerable attrition.

In fact, some of the ways that they used to
incentivize examiners to stay are now no longer available.
A great many of you may remember that in days of old the
Patent Office would send you to law school and the
government would pay for it. Meanwhile, you worked during

the day as an examiner. That program has been
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discontinued.

Not only that, but we have had an upsurge in
filings over the last decade that have led to a truly awful
situation. There are 750,000 applications, the paper
versions of which are sitting In a warehouse, unread by any
human being, for months and months and months and months.
There are another 500,000 applications that are under
examination, but of a very slow, halting, sporadic sort.

So you have upwards of 1.5 million applications that aren’t
going anywhere fast, which 1 think is a scandal. When you
consider how fast the pace is in the business world and how
fast certain technologies are surging forward, to have a
system where it takes half a decade to get a patent issued
and where the applications sit in a warehouse for years |1
think 1s nothing short of a disgrace.

There are many other detailed things that could
be said about the Patent Office, but 1 hope that in that
quick sketch you can see the reason why many people,
including me, feel that the Patent Office is In a crisis

situation, i1t’s nearly dysfunctional, and i1t needs to be
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rescued. The short answer is that the fees need to go up
and the Congress needs to infuse i1t with a huge amount of
cash, probably on the order of about $1 billion a year, at
least for a brief transitional period, until it can beat
down that backlog, get more experienced examiners, iImprove
its whole process. Its computer systems are terrible,
which, of course, is another huge handicap.

Let me shift now to the courthouse. If there are
big problems in the Patent Office, what about in the
courthouse, trial or appellate? 1”11 concentrate initially
on the trial courts.

Everybody would probably agree that they are too
slow and too expensive. Typically it takes three to six
years to get a final judgment In a district court. It may
take somewhere in the range of $5 million to $20 million,
depending on the complexity of the case. If I’m right in
my concern about interlocutory appeals, with appeals
currently taking a year, we will have another couple years
of delay because of the interlocutory appeal provision.

Let’s say you are in the district court for four years; you
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have an interlocutory appeal, five years; then you have
some more work at the district court, six years; then you
have a final appeal — maybe a final appeal; another
appeal — to the Federal Circuit. Now we’re at the seven-
year mark — way too slow. In today’s world, just way too
slow.

So the courthouse has problems, too.

What the courts and the PTO both need to do is to
improve their speed, their accuracy, and the infrastructure
that helps them operate, such as the PTO computer system
that 1 mentioned. What happens 1f we don’t make these
kinds of improvements or if we get counterproductive
legislation? The value of all the extant million patents
will go down, so corporate wealth will suffer. Research
and development budgets will almost certainly go down.
Therefore, innovation will go down. Therefore, the
infrastructure on which our future prosperity as a country
heavily rests will be significantly threatened, i1in my
Jjudgment.

Maybe 1t’s a little bit alarmist, but 1 think
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it’s fair to say there is a crisis in the Patent Office and
there i1s a near-crisis in the courthouse.

What”s being done? | mentioned that the patent
reform bill doesn’t provide an additional dollar to the
Patent Office, even though dollars are what they need more
than anything else. What’s the state of play in the
courts? The courts are short 100 judges. There are 100
vacancies today out of a judicial corps of about 900. So
we are 10 percent under-strength because of delays in the
White House and the Senate. Not only iIn the current
administration, but in all recent administrations we have
had this level of understaffing of the courts — about 100
judges.

Secondly, we have so many long-delayed cases in
the federal court system that year after year after year we
have pleaded with Congress to create additional judgeships.
The current number is also about 100. So there are 100
vacancies that aren’t being filled quickly and there are
100 judgeships being requested year after year, but not

created by the Congress.
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One measure of what a problem this i1s, iIs that
today In America, there are 18,000 — 18,000 — civil cases
that have been sitting on the docket for more than three
years without a trial. | would say that’s a very
unfortunate state of affairs, to put i1t very mildly.

What about patent reform? |1 don’t want you to
think that I°m against reform. 1°m for improvement in the
Patent Office, in the courthouse, and in the substantive
law as well. 1 think that there are many things in the
current Senate bill 515 that probably are very productive
and appropriate. It’s also my view that there are some
things that are very counterproductive and dangerous. In
my view, the bill isn’t ready for what you might call
primetime. Yet It has been cleared by the Senate Judiciary
Committee and it”’s hovering around the floor awaiting final
Senate action. What about the House? The House, which
acted first last time, decided to defer to the Senate this
time. The scuttlebutt is that the House will accept
whatever the Senate passes — just pass the same bill. So

all the action seems to be iIin the Senate.
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What”s the problem with the bill in the Senate?
Part of the problem is the origin of 1t. 1In 2003, the
Federal Trade Commission issued a big report. Many of you
are familiar with 1t, at least in general terms. The next
year, the National Academy of Sciences issued a similar
report, both calling for rather fundamental change — you
might even call it radical reform. A year later, 2005, the
American Intellectual Property Law Association issued an
extended scholarly commentary on the two earlier reports by
the aforesaid agencies. Unfortunately, the Congress paid
no attention at all to the AIPLA report but, iIn its
committee report, quotes extensively from the FTC and NAS
reports.

The driving force behind the more controversial
provisions in the Senate bill is fifteen significant
companies iIn this country. Probably they are clients of
your firms, so I may be treading on dangerous ground here.
To a significant extent, the push in the Congress for
reform of the patent law has come from those fifteen firms,

about ten In California and about five on Wall Street. The
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California firms include Intel, Hewlett-Packard, Cisco,
Sun, Micron, and a few others, and the Wall Street firms
include Goldman Sachs, J.P. Morgan, Citibank, and a couple
others.

What’s wrong with that? Nothing is wrong with
that. But consider the context. In this country today,
there are 30,000 companies — 30,000 — that employ at least
100 people. If we go below 100 employees, obviously the
number goes way up. 1 don’t even know the number. But
let’s just stick with the 30,000 companies that have at
least that many employees.

The question i1s, what about all the other
companies? Have they been heard from equally with the
fifteen companies that were so concerned to have some very
major changes? The answer is no, because of the way our
political process works. The fifteen firms that wanted
radical change have hired big-time lobbyists, the people
you read about all the time. They have made massive
campaign contributions. They have conducted endless

negotiations, mostly behind closed doors — not always, but
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mostly. They have had multiple “fly-ins.” That’s a
Washington expression. A “fly-in” i1s when the CEO of your
company comes In and buttonholes twenty senators and bends
their ears for the benefit of the company — all of which
is, of course, proper. 1It’s probably constitutionally
protected as a form of petitioning the government for
redress of grievances. It’s entirely proper for them to do
it. But it introduces distortion, if fifteen companies are
hyperactive and the other 29,000 are mostly silent. And it
looks to me like that is more or less what has happened
until lately.

Some other distortions have come about. Again, |
want to be careful not to be misunderstood. Quite a number
of economists have chimed in with their views about the
patent system and what needs to be changed. For example,
Professors Lerner and Jaffe came out with a very dramatic
book about how broken the patent system is a couple years
ago. Just yesterday in The New York Times, fund manager
and Harvard Business School adjunct professor named Robert

C. Pozen had an op-ed piece very critical of the patent
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system, suggesting some changes.

What I don’t want to be misunderstood about 1is,
I’m not saying only lawyers should be allowed to talk about
the patent system. 1 think 1t’s very good to have
economists as part of the debate. But they shouldn’t
dominate the debate, and people should be careful to see
whether they understand the system well enough.

For example, in the Lerner and Jaffe book, they
complain that a Federal Circuit decision had double-
compensated the successful patent owner by giving double
damages. That i1s, they said that the patent owner in this
case, which is called State Industries v. Mor-Flo, got
reasonable royalty and lost profits. As all of you know,
those are alternatives, not things you get both of. But
what the professors didn’t understand is that those two
different forms of damages were for two different products
and two different timeframes, and therefore it wasn’t
double compensation at all. 1t was single compensation.
They just didn’t understand how the system works. So they

reached a completely false conclusion.
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Similarly, Pozen just yesterday talked about how
patents are awarded even 1f the invention isn’t what he
called “really a breakthrough.” OFf course, patent law
doesn’t require that, to get a patent, you have a
breakthrough invention. It just requires that the
invention be new and non-obvious and have a certain
utility. That has been the law for a century and a half.
But Pozen, understandably perhaps, isn’t so aware of that.
So what he writes suffers a little bit, 1 think, from the
lack of full context, which has also infected the work of
some of the other outsiders, 1’11 call them — meaning not
patent lawyers, like most of you are — who have commented.

What about the patent lawyers? What about the
other 29,985 corporations? Shouldn’t they be heard from?
What about the academics who have made a lifetime of
scholarly study of the patent system and its effects? Have
they been heard from adequately?

IT you look at the witness list in the hearings
that have gone on intermittently since 2005 in the House

and the Senate, almost all of the witnesses were corporate
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officials, usually chief patent counsel or some similar
official. No judges, hardly any professors, hardly any
litigators. They are the very people you would have
expected, or 1 would have expected, to be front and center
in the hearings, because they know the most. They do this
every day. It doesn’t mean they have a monopoly of wisdom,
but they would certainly be entitled to be heard from. But
mostly they weren’t.

IT you read the Senate report sending this bill
to the floor, it skips over every single controversy and
just cites the witnesses who support the provisions that
the senators chose to leave in the bill, with no
explanation of why the contrary statistics or analysis or
testimony was ignored. So the report isn’t nearly as
impressive when you consider the underlying testimony as it
i1s when you just read i1t. It’s very erudite, it’s very
thorough, it’s very detailed, it has a million footnotes,
and so on.

Meanwhile — meaning since the first patent bill

was introduced in the House In 2005 — the Supreme Court has
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issued several landmark patent cases, and so has the
Federal Circuit. So a great many of the problems that the
patent bill was Intended to address have been solved, in
the meantime, and are no longer much in need of a solution,

ifT at all:
® Of course, the eBay case in the Supreme Court
ended automatic injunctions, permanent injunctions — if

there ever was really such a thing. |1 don’t think there

was, but that’s what they were told.

® KSR raised the bar for non-obviousness to get a

patent from the Patent Office or sustain it in court.

® At the Federal Circuit, in Seagate, we
addressed the willfulness problem and some deficiencies and
criticisms of it and, 1 think, pretty well solved that.

® With a great hue and cry about excessive
reasonable royalty damages, In recent cases in our court,

including the Lucent case, we addressed that; 1 think we

pretty well solved it.
® A lot of criticism of Eastern Texas and all the
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patent suits tending to go down there. In three recent
decisions, we addressed and, 1 think, largely resolved that
problem. We have four more mandamus petitions now, which
are very likely to put further restraints on who can file
in Texas. So I think that problem could be said to be well
on the way to solution as well.

There are other problems with the legislation.
Even 1T it’s very well balanced in terms of hearing from
all industries, all technologies, all types and sizes of
companies, one problem with legislation is that it’s like a
snapshot. The Congress acts and it’s not likely to act
again for another generation or two. The last time we had
a major patent statute was 1952. This was more than half a
century ago. |If they pass S. 515, 1t’s likely to be
another half-century before they have a comprehensive
revisiting of these issues. So if they get anything wrong,
it’s likely to be permanent, and if it’s costly, It’s
likely to roll up the costs year after year after year.

What about litigation? What about courts? In

one way, they have an advantage, and in other ways, they
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don”’t. We can’t do the kind of massive analysis that
Congress can do. We don’t have the Congressional Research
Service and the Budget Office and so on working for us.
But we can evolve things in a gradual way so that there is
more predictability, and we can avoid the problem of
permanent mistakes. |If we make a mistake, we can fix it,
because the next case comes along, and they come in a
steady stream. But Congress, as a realistic matter —
theoretically they could do i1t, but realistically they
aren’t going to do it. So there are certain advantages to
letting the remaining fixes that may be needed for the
problems that haven’t been fully solved be done mainly by
the court, and not by the Congress.

What could the Congress do constructively? What
it could do is fix the Patent Office, not only by giving it
some money, but also, for example, by authorizing i1t to
have workforce located other than in Washington, D.C.
Every other federal agency 1 can think of, of any size or
note, has offices In multiple cities all around the United

States. In the Patent Office, every single examiner 1iIs in
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Washington, D.C.; every single supervisor is in Washington,
D.C.

How about all the unemployed engineers in
Detroit? It might be a good idea to reemploy them, make
them patent examiners, and open an office in Detroit, or
other cities around the country. But it takes
congressional permission.

Fee-setting authority: Right now Congress sets
the fees. The Patent Office can’t do 1t. So when the need
for more money goes up, the Patent Office iIs stuck. They
are helpless, unless Congress will cooperate, which it
rarely gets around to doing. True enough, it’s very busy
with lots of other major and mind-numbing problems — health
care, climate change, and all the rest. But because of
that, I think Congress needs to give fee-setting authority
to the Patent Office.

Congress should also permanently ban itself from
diverting patent fee money the way it did for the six or
seven years that | mentioned earlier.

The other thing that the Congress could do is not
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add to the burdens of the already-dysfunctional Patent
Office. Several provisions of this bill are going to give
large chunks of new duties, difficult duties, to this
beleaguered Patent Office. It seems like a very odd thing.
The workforce is going down, the backlog is going up, they
can’t do their job well or rapidly, so we are going to give
them even more work, and new and different work that they
have never tried before and have no background or
experience In. It doesn’t sound to me like a very good
recipe for improvement.

There are many other issues, including whether to
give the Patent Office substantive rulemaking authority. 1
think 1f that were done — and 1t’s being requested — the
result would be that the Patent Office would issue
regulations which would basically erase the half-century of
case law of the Court of Customs and Patent Appeals that
preceded the Federal Circuit, and the Federal Circuit these
last twenty-seven years. The result of that would be more
uncertainty, which means more delay and more costs and more

problems for not just patent lawyers, but their clients,
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who are the people making the economy hum.

I’m not trying to suggest that the courts are
perfect or doing everything right. [1°m actually quite
critical of a lot of things going on in the courts. But
once again, a lot of the numbers get to be quite distorted,
and the truth never seems to catch up with the dramatic
allegation that is thrown out by self-interested people.
For example, it’s said that half the time the Federal
Circuit reverses the claim construction of the district
judge. Not true. Not even close to true. It’s not 50
percent, it’s not 40 percent, it’s not even 30 percent.

The total reversal rate in our court on all issues in
patent infringement cases is 33 percent, and they are not
all claim construction issues. So the actual reversal rate
iIs somewhere between 25 and 30 percent.

It may still be too high. 1 think 1t may be
slightly too high. But it’s not at the level that you keep
hearing about because of the distortions that get thrown
into the debate.

We could improve that by granting a greater level
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of deference than we have so far on claim construction to
the district courts. 1I°m a proponent of that. Six other
colleagues have indicated in public opinions — for example,
in the Amgen case — that they think we should revisit our
precedent, Cybor, that said no deference; it’s all pure law
de novo, from start to finish.

We are addressing some other things. We have
addressed some recently, like cleaning up the product-by-
process confusion, cleaning up the proper role of
dictionaries in claim construction. On December 7, we will
have an en banc oral argument dealing with the written-
description requirement that will straighten some things
out. So we are on the march, but there are still problems,
not only of speed, but doctrinal problems. Many of them
are being addressed. Many have already been addressed by
us or by the Supreme Court, as | mentioned before.

We don’t really have time to get into too much of
a discussion about the Supreme Court. But the Supreme
Court has a great challenge when it tries to intervene in

complex areas of patent law doctrine, whether it’s
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injunctions in eBay or obviousness in KSR or other cases —
MedImmune and some of the others. Why is that? 1 have
been on the court twenty-two years, nearly, and in my
tenure, | have sat on and ruled on 1,600 patent cases.
There 1s no justice on the Supreme Court today who has
ruled on more than about eight patent cases in his whole
life. So the comparative advantage is revealed by the
numbers.

I’m not saying the Supreme Court should stay its
hand. Every court needs a reviewing court. 1I°m iIn a
hierarchical system, where I’m sworn to uphold the acts of
Congress, the commands of the Constitution, and the
precedents of the Supreme Court, and 1 do my level best
every day to do exactly that. But that doesn’t mean that
the Supreme Court has an easy time getting it right in
patent law, when it has so few cases and so little
experience and when it often doesn’t get the full picture
and doesn’t really understand the case law.

For example, in the KSR case, it was said that

the Federal Circuit had a rigid rule and that it used the
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so-called teaching-motivation-suggestion test as the sole
test, neither of which was true. The Supreme Court was, In
my opinion, substantially misled by interested parties.
Their opinion reflected the input that they received and,
in my opinion, was not as helpful as it could have been.

In fact, there is a certain respect in which the
KSR decision is almost silly. We had a test that used the
phrase “motivation to combine.” The unanimous opinion for
the Supreme Court, written by Justice Kennedy, said that
what you look for is a “reason to combine.” What’s the
difference? “Motivation” to combine, “reason” to combine.
They are different words that mean, obviously, the same
thing.

So they have a hard time with that. We have a
hard enough time ourselves, but we have a lot more
experience with it.

What about Bilski? The Supreme Court has heard
the argument. The decision will probably come out in a few
months. 1°m not In the business of making predictions, but

it’s too hard to resist making a stab at i1t. [1”’m going to
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suggest that they will affirm the result; they will say
that the application claims were not patentable — exactly
what we said — but they’ll say that our reasoning wasn’t
good enough. They will probably say, as they did In KSR,
that we were too rigid. We’ll get dinged for being rigid
again.

The funny thing is, if you read our opinion
closely, it wasn’t rigid. First of all, it was utterly
plagiarized right out of Supreme Court cases themselves,
not out of our own cases. Secondly, we didn’t say it was
the test for all time; we said i1t’s the test for now, and
we openly said its application to areas like software,
medical diagnostics, and business methods was not very
clear. We said there might have to be new and different
tests created for new and different technologies in the
future.

Hopefully, the full picture will be before the
Supreme Court in Bilski more than it was, apparently, in
the case of KSR, before they actually rule.

Now 1 want to get back briefly to the Senate and
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then come to a conclusion.

The Supreme Court’s ability, whatever it is,
depends heavily on selecting the right case for their
reviews, because their reviews are so seldom. My own view
iIs that KSR was not a well-chosen case. 1t wasn’t a case
where we said that an obvious-seeming invention was non-
obvious. All we said was there were no findings by the
trial judge, so we couldn’t review it. We didn”t uphold
the patent. We sent i1t back to the trial judge to make the
missing findings. Why is that a cert-worthy case? It
wasn’t even a precedential opinion. It was a very short,
vanilla kind of opinion.

So maybe they took the wrong case. Maybe Bilski
iIs another instance of taking what may not be the right
case.

So that’s part of the challenge. And part of the
challenge also is that the Supreme Court tends to look
almost exclusively to i1ts own precedent, and a lot of i1ts
own precedent is from long before the 1952 act. In fact, a

large portion of it is from the 1800s. Yet they tend, sort
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of reflexively, to go back and quote their old cases and
ignore all the things that have happened since. They also
tend to ignore the full body of Federal Circuit cases. For
example, they looked at our KSR opinion quite incisively
and quite critically, but KSR wasn”t the opinion on
obviousness. We had about a dozen cases dealing with
obviousness. If they had read all of those cases as a body
of law, they would have seen that the doctrine that we
created was nowhere near what they were being told by some
of the advocates that it was.

So where are we? We’re iIn a situation where the
courts are doing about as well as they can, except at the
margins, where the PTO needs to be rescued and where the
Congress needs to be more careful. Listen to some of the
things the Congress has been told.

“There’s an absolute explosion of patent
infringement litigation, a huge spike iIn patent
litigation.” But 1f you look at the metrics, it’s hard to
see how that’s true. For the last twenty years, the level

of filings i1n patent infringement cases has been exactly 1

Verbatim Transceedings, Inc. 800/783-3770



40

percent of the number of patents in force — unchanged over
twenty years. So how is that a litigation explosion?

It was told to the Congress, “We have to have
many radical changes, including interlocutory appeals,
because we can’t stand to have so many expensive retrials
of patent cases.”

Most patent cases never get tried once, much less
twice. So this was, iIf not fiction, at least a highly
distorted assertion made to the Congress. They had
difficulty, it seems, in sorting out the truthfulness of
some of these things.

It was also said that there was a huge number of
frivolous lawsuits. But if you look at the statistics of
how many lawsuits where there were Rule 11 violations,
findings of frivolity, or shifting of attorneys’ fees -
almost none. Wouldn’t you expect that i1f there were huge
numbers of plainly frivolous lawsuits, you would see the
courts fighting back in that way?

Congress was told also that the damages in recent

years had become grossly excessive, particularly reasonable
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royalty damages in component cases — you know, the one chip
covered by a patent, and the argument was made that the
price of the total computer was being used as the metric,
and the result was grossly inflated damage awards. |If you
look at the PriceWaterhouse studies going back over the
same twenty-year period, the median patent infringement
award hasn’t changed more than a few hundred thousand
dollars. The median is about $3 million. That hasn’t
changed over all these years.

So again it looks like a lot of things have been
urged on the Congress that may not be completely
accurately, or at least not iIn context.

Is it too late to try to help the Congress have a
better sense of the context? |1 don’t think so. The latest
intelligence that comes my way is that the Senate leaders
have basically resolved that they can’t put this bill on
the floor unless both parties agree and the controversial
provisions are somehow compromised satisfactorily to all
companies and industries. At the moment, there is furious

behind-the-scenes negotiation going on. There may, iIn
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fact, end up being more hearings. There certainly iIs a
chance for 1nput. It’s my thesis that the Congress iIs In
desperate need of additional input from knowledgeable
lawyers like the men and women In this room and
knowledgeable academics like Professor Hansen.

So it seems fitting that we meet in a law school
auditorium, because I’m going to try to give you an
assignment. [1”m going to urge you to engage in an effort
to try to help Congress better understand how the patent
system in this country actually operates, so that when they
make these fateful decisions, they can do 1t in a fully
informed way and come out with a product that will be
constructive for the future health, not just of the patent
system, but of the country.

Thank you for your attention. | look forward to
your guestions.

PROF. HANSEN: That’s certainly food for
thought — depressing thought, but food for thought.

Why don’t you write the letter?

JUDGE MICHEL: I did write a letter. 1 pointed
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out to the Congress that the damages provision then in the
legislative language would require a trial of a difficulty
and length apparently unprecedented in civil litigation,
which would greatly add to the cost and delay — the very
two things that everybody, rightly, was complaining were
already intolerably high. Some changes were made, but not
as a result of my letter, but as a result of other
industries weighing in. |1 actually never got any response
or acknowledgement to my letter, either from the House or
the Senate, either In 2007 or in 2008. So they apparently
weren’t interested.

No one from our court was called as a witness.
No district judge was called a witness. No patent
litigator that 1 can name was called as a witness. Lots of
self-interested company people were the withesses.

PROF. HANSEN: That would be very different in
the U.K. Judges would have a tremendous iInput into any
legislation reform.

Why don”t we open it up to thoughts, comments,

questions.
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QUESTION: Thank you, Your Honor. My name 1is
Demetrius Moshkoleis (phonetic). 1°m a Fordham alum.

I have many questions, but I will only restrict
it to one now and let other people ask, too. You touched
on many different issues, but I didn’t hear anything about
the suggested need for a transition to the first-to-file
system instead of the first-to-invent. 1 think the U.S. 1s
the only country right now that has the first-to-invent
system, with 1ts pros and cons. |1 would like your opinion
about that, weighing the advantages and disadvantages.

Thank you.

JUDGE MICHEL: Professor Hansen mentioned judges,
myself particularly, writing a letter. But 1 should
acknowledge — some of you may not know this — that judges
are restricted in what they can say to Congress. On
matters of pure policy, that’s thought to be exclusively in
the province of the Congress and we are the implementers of
their decisions, not the influencers of their decisions.

Where we are allowed to comment, and really

required to comment, is on what the impact will be on the
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court. That’s why, on the interlocutory appeal and damages
issues, | felt I was entirely within my proper sphere to be
pointing out downstream consequence to the Congress.

But 1 didn’t comment, and 1 wouldn”t, on
something like whether first-to-file versus first-to-invent
should be instituted in our law. 1It’s outside my proper
sphere, number one. And number two, frankly, I don’t know
enough to have a well-informed opinion about whether, all
things considered, on balance, we ought to make that shift,
and ought to make it now. My hunch is yes, but I frankly
don’t know enough, so I really don’t have a position on
that issue.

PROF. HANSEN: How are we, compared to the U.K.
currently, our patent system, invention policy, number of
examiners, all those issues — litigation expenses,
frivolous lawsuits? How do we compare to, for instance,
Europe? Do you know?

JUDGE MICHEL: Badly. Discovery i1s much faster
and cheaper and less disruptive. Trials are faster. The

quality i1s very high. Of course, they don’t have juries in
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patent cases, an added complication that we have here.

They have a very good appellate court, In my opinion. They
have strong remedies. They have strong deterrents against
frivolous lawsuits. They readily shift fees onto the loser
iT the lawsuit is very weak. That keeps frivolous lawsuits
or near-frivolous lawsuits at bay.

So 1 think, on almost every point you could use
as a comparison, the English High Court does much better
than we do now.

PROF. HANSEN: What about the quality of patents
being granted under the EPO or the U.K. Patent Office?

JUDGE MICHEL: 1 don’t know too much about the
quality of patents issued in England or elsewhere in the
European Union, so | probably shouldn’t say too much about
that. 1°m told that the level of experience in, for
example, the German Patent Office and the European Patent
Office is vastly higher than the level of experience now
available 1n the U.S. Patent Office. | would infer from
that that probably they are doing a better job in terms of

quality, speed. | just don’t know.
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QUESTION: My name s Chuck Miller. 1’m a patent
practitioner.

Could you comment on your view as to the
effectiveness of mediation that iIs being done in some cases
in the Federal Circuit? My concern is this. When parties
mediate at your level, if it results in a settlement
agreement, which may be confidential — 1I°m not sure — it
prevents the formation of jurisprudence that the Federal
Circuit should be creating for reference In future cases.

JUDGE MICHEL: Those are very thoughtful
questions. We get about 400 patent infringement appeals a
year. We also get a stream of infringement cases, as you
know, from the International Trade Commission, and we get
the Patent Office rejections that are appealed from the
examiner to the board to us.

But focusing just on the infringement cases, we
get about 400 a year. About 100 go away on their own, so
we adjudicate about 300. We settle thirty to forty per
year. So we’re still grinding out lots and lots of

opinions in all the other cases. The settlements have
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helped us stay far more current than we otherwise would be
able to. 1 calculate that the mandatory mediation program
that we iInstituted a few years ago gives us the equivalent
of a judge and a half more, the power of an additional
judge and a half. So we’re that much more careful and
expeditious than we would otherwise be, and there is still
plenty of case law grinding out, several hundred a year.

QUESTION: Good evening, Judge Michel. 1°m
Jeffrey Butler, also a patent practitioner.

I was pleased to hear your comments, Judge
Michel, on the possible reconsideration of the Cybor issue.
My question goes to another aspect of claim construction,
and that is the court’s view on where we are post-Phillips.
A lot of clients, a lot of practitioners, as you know, Your
Honor, had high hopes that Phillips would resolve a great
many issues and questions. | think a great many clients
and practitioners probably don’t feel that all those issues
were resolved and that we are left with a bit of an open
playing field when it comes to advising the clients and

getting, prior to the trial judge, claim construction, much
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less before we get to your court.

Is there some effort and focus on your court in
streamlining the claim-construction process so it’s more
explicable to clients and there is more foreseeability at
the client level?

JUDGE MICHEL: Again, very good questions,
multiple questions.

I think many of us feel that Phillips solved an
aberrational problem of over-reliance on dictionaries, but
it didn’t solve some of the other problems in claim
construction. So there i1s more work to do.

I don”’t want to speak on behalf of the court
because it’s really not proper. 1 don’t necessarily know
what all of them think on any given issue.

PROF. HANSEN: Do you care what they think?

JUDGE MICHEL: Of course. It takes two votes iIn
every panel, and seven out of twelve In every en banc. So
you have to care what your colleague thinks.

There is room for improvement. It is needed. |1

happen to favor the view of relying quite heavily on the
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written description portion of the patent document as the
source of trying to understand the scope of the claims and
the meaning of key words or phrases. The more you depart
from that, the more indeterminate you make it. The later
testimony that comes up in trial isn’t available to you now
when you are advising a client about whether he infringes a
certain claim or not. So I would like to see more reliance
on the patent document itself and less reliance on more
remote and extraneous kinds of sources.

I think it’s a fair criticism. And even if we
change the Cybor rule of totally de novo review, that
doesn’t solve all of the problems. There is a methodology
problem. We have heavy responsibility, as the patent
court, the “Patent Supreme Court,” as we’re sometimes
called, to work on that. 1t probably has to be done en
banc, as Phillips was. Going en banc is a big challenge.
There are several colleagues who are reluctant, as a matter
of principle, In all cases to rehear en banc.

We have one vacancy now, so the denominator has

changed from twelve to eleven. Therefore, the numerator
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required has changed from seven to six. So I need five
other judges to agree with me to take a case en banc and
resolve a conflict or straighten out some problem, like the
ones you raise. | can often get three or four or five.
Getting the last vote or two i1s often extremely difficult.
But 1°m doing better now than 1 was doing several years
ago, so I’m hopeful.

QUESTION: John Richards, practitioner and
adjunct here.

One of the effects which has come from Phillips
in terms of drafting applications i1s that people are
putting less now into their applications. There is much
less discussion of the prior art now than there used to be.
Object clauses are virtually gone, mainly because of what
has been seen sometimes as being strange interpretations of
these by the Federal Circuit. Do you think that’s a good
thing?

JUDGE MICHEL: A good thing to say less In a
patent application?

QUESTIONER: Yes.
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JUDGE MICHEL: No. 1It’s a terrible thing. I
think 1t’s based on a false reading of our case law.

People sometimes extrapolate wildly from what the case
actually held or even what the court said, other than
perhaps in blatant dicta.

The people who say, “Don’t read your rival
company’s patents because you’ll get hung for willful
infringement” — 1 think that’s ridiculous. People who say,
“Don’t ever discuss what problem this invention i1s solving
because i1t’s going to somehow come back and bite you” — 1
think that’s also a very exaggerated notion.

Part of the problem with ambiguity in patent
claims is that they are drafted deliberately to be
ambiguous. Let’s be honest. Patent prosecutors are trying
to get maximum scope, so they are always including some
claims that are really well beyond what the inventor
invented, 1 would say. That’s okay. The job of the
examiner is to allow the claims that really were what the
person invented and disallow the overbroad claims. They

don’t do that very well, and that goes back to the problem
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of resources and i1nexperience.

But because the document i1s deliberately drafted
to be ambiguous, we have to be a little bit forgiving when
it’s not always predictable what the scope i1s. It’s
inherently difficult to have very simple or clear-cut rules
and to be able to say iIn every case, “The scope of this
patent iIs exactly three yards wide, and not one inch more
or one inch less.” We’re never going to get to that. We
can do better than we are now, but we’re never going to get
to nirvana.

QUESTION: John Pegram, practitioner.

I would like to make a comment and then move to a
question.

The comment is that, with the median value of
awards at around $3 million, and especially with the great
increase In the discovery activity, there is a whole lot of
wiggle room down there that your court never gets to see,
and frequently the district judges don’t get to see.
Nominally, there are around 2,000 or more cases fTiled a

year in the district courts, but for many, many years it
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has hovered around 100 trials a year. There can be,
therefore, bad behavior, frivolously brought lawsuits. But
the situation, with this great expense of litigation in our
system, attracts people who are willing to litigate and
then settle for less than the cost of litigation.

So 1 think these problems do exist, but 1 think
that you are perhaps sheltered from them iIn the Federal
Circuit, because those cases — no one can afford to bring
them far enough to get a resolution there. They are
settling for less than the cost of litigation.

JUDGE MICHEL: We are not sheltered from much of
anything. 1 have four different practitioner advisory
groups, one on e-discovery, one on damages, one on other
litigation tactics, one on model jury instructions. 1 get
an earful all the time. 1It’s very healthy, and I
appreciate i1t. But don’t feel that 1°m highly sheltered.
I’m really not.

I think there are problems of extortionate
filings that lead to settlements because of the cost of

litigation. To me, the solution i1s, let’s Tix the cost of
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litigation. Civil litigation in America is unnecessarily
slow and expensive. It doesn’t have to be that way. It
isn’t that way in England. 1t’s not just patent cases.
The discovery rules apply in all civil cases, and they
frequently create an extortionate type of situation, where
somebody may feel, “On the merits, 1 should easily win
this, but it will cost so much, 1t would be better to just
pay these people half a million or whatever to go away.”

That’s a terrible situation to have. We ought to
fix that. We can fix that. We can shift attorneys” fees.
We can punish people for frivolous lawsuits. We should do
that. That will help a lot.

I agree that there are problems. There are
problems in every corner of the system. There’s no part of
it that’s perfect. There’s no player in the system that 1
think 1s beyond criticism or improvement — not the courts,
not the Congress, not the PTO, and not the people who bring
lawsuits. You’re absolutely right. 1 think we can do
something about that. And we should.

PROF. HANSEN: You’re optimistic about changing
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QUESTIONER: Would i1t take the Congress to change
some of these things?

JUDGE MICHEL: I think the discovery rules can be
changed, 1f Congress will acquiesce. They don’t have to
engineer the change. They just have to not veto it. The
Supreme Court also has a veto opportunity but almost never
takes it. So if the Judicial Conference, of which I'm a
voting member, were to change the discovery rules, 1t’s
likely that the Congress and the Supreme Court would
acquiesce, and better discovery rules would go Into effect.

I am optimistic. Professor Hansen chided me a
little bit. Why am I optimistic? 1°m optimistic because
vast portions of the corporate landscape are fed up with
the civil litigation system and think it”’s wildly too
expensive and too slow and too disruptive and too
unpredictable. And they are the people that have
influence, not only in Congress, but everywhere.

So 1 really do think there is quite a good

environment right now to make some Important improvements
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in the practicalities of patent litigation, including on
the point that you mentioned.

QUESTIONER: The question that 1 would like to
tempt you on iIs —

PROF. HANSEN: How about you? Are you optimistic
about change?

QUESTIONER: I°m not highly optimistic. | was
involved iIn some attempts at rulemaking twenty-five years
ago, and 1t really was only a small increment bit of
progress rather than achieving large goals.

PROF. HANSEN: How many people are optimistic?
Let’s just get a show of hands.

QUESTIONER: Optimistic about what, Hugh?

PROF. HANSEN: That the discovery system we have
in the United States, which is incredibly broad discovery,
state and federal, which 1 think everyone says is just way
too much, could be changed.

How many people say, yes, i1t could be changed?

How many people say no?

QUESTIONER: You have a huge institution, called
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lawyers, that has a private interest.

PROF. HANSEN: How many people didn’t vote?
We’re not free-riding here.

JUDGE MICHEL: It won’t be easy, but I think it’s
possible, because there’s enough alarm, enough upset by
enough different people that there is a potential for
change now that didn’t exist five, ten, fifteen, twenty
years ago. We’ll see.

PROF. HANSEN: Did you ever ask your question?

QUESTIONER: No. I°m just holding onto the
microphone in the hope that | might get a chance. But iIt’s
been a great dialogue here, and 1 have a microphone.

PROF. HANSEN: Actually, you didn’t see the
rules. You can’t have a comment and a question. It’s
either/or. But we’ll suspend the rules, with unanimous
consent.

QUESTIONER: That’s a different institute — same
room, but a different institute.

PROF. HANSEN: What’s your question?

QUESTIONER: I would like to tempt Your Honor
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with the subject of juries, just calling attention to three
or four points where I see some trend to say certain things
do not or may not require a jury. Certainly in KSR there
was something there about obviousness that people are
pointing to and saying this is an issue of law. Of course,
it’s always been said.

There i1s i1n the area of willfulness, 1 think,
only a couple of your court’s precedents, which really were
not thoroughly argued, that say that willfulness iIs a
matter that — if somebody wants to take that to the jury,
where willfulness i1s only raised In the context of whether
there should be an award of increased damages or attorneys’
fees, which is placed iIn the hands of judges — that, of
course, 1s iIn the legislation.

There is a suggestion in some of the Supreme
Court authority on the doctrine of equivalents, that that
isn’t necessarily for the jury. It simply wasn’t reached.

I would like your thoughts on the jury in patent
litigation.

JUDGE MICHEL: We have the Seventh Amendment, and
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I don’t think there is any chance that that is going to be
changed.

Then the issue i1s, you are going to have lay
juries, trained neither in law nor science and technology,
making important decisions in patent cases. So how do you
manage that to get the best outcomes?

The way you manage it is, the trial judge only
sends to the jury things that have to go to the jury and
are justified to go to the jury. If the evidence i1s clear-
cut that a patent is invalid, that it’s obvious, the judge
should grant summary judgment in that case. Therefore,
that issue will never go to the jury.

The same with willfulness. Willfulness, if the
predicate is there, Is a jury issue as opposed to a judge
issue because of the Seventh Amendment. But very often the
predicate isn’t there. Under Seagate, there has to be
objective recklessness. If the evidence isn’t there to
support objective recklessness, that’s an issue that never
would need to go to the jury.

So 1 think by more assertive management of what
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issues are sent to the jury and what issues are resolved by
the judge on a motions basis, we can make some very great
improvements without changing the Seventh Amendment or our
basic system.

QUESTIONER: My observation is that judges prefer
not to do that.

PROF. HANSEN: Why?

QUESTIONER: Because life’s easier when you send
everything to the jury, because you have to deal with a lot
of motions, a practice which is very time-consuming. 1I°m
sympathetic to their position.

JUDGE MICHEL: Of course, this goes back to the
fact that we have 100 judicial vacancies that are not being
filled by the Congress and the White House, 100 new
judgeships that have been desperately needed for years and
years and years. You know when the last appellate judge
was added in the United States of America? 1990. Almost
two decades with no additional appellate judge. Meanwhile,
the workload has gone up 50 percent in numbers and about

200 percent in difficulty.
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PROF. HANSEN: What’s the backlog in your court?
How long does i1t take to get an appeal through your court?

JUDGE MICHEL: The median time in a patent case
iIs 11.5 months. So essentially it takes us a year, on
average, from filing to decision — already too long,
although it’s much faster than most circuits.

PROF. HANSEN: That’s not too bad, actually.

JUDGE MICHEL: It compares well with other
circuits, but I think most circuits are too slow. 1 think
even we are slower than we ought to be.

But judicial resources are part of the answer, a
push from appellate courts to make trial judges do things,
even if 1t’s more work, but it’s fairer to the parties,
because 1t really shouldn®t go to the jury.

PROF. HANSEN: Do you have more cases than other
appellate courts? It seems like you do. You have all
these personnel things and other things. Per judge, do you
have more cases than others?

JUDGE MICHEL: No. We actually have many fewer

cases than nearly all of the other circuits. The First
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Circuit In Boston and the D.C. Circuit In Washington have
similarly light-looking caseloads, just ‘“bean counting”,
counting the number of filings per year and dividing it by
the number of judges.

IT you count difficulty, then we have a much
heavier caseload. But, of course, people dispute how to
measure or rate difficulty.

I think, actually, we have an adequate number of
judges for the moment, given our caseload, because we
recently got a fourth law clerk — and 1 had a long battle
with Congress to get this — for each of our judges. Every
other appellate judge in the federal system has had a
fourth law clerk for over a decade, but we only had three.
They finally gave us a fourth law clerk. That increases
our output significantly. And we now have vastly better
computer resources — speed, memory, research capability,
research resources, and so on. That has sort of given
added judicial capacity to the court.

Given those two things and the mediation program

that siphons off thirty or forty patent cases a year, we’re
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okay at twelve active judges.

PROF. HANSEN: The Supreme Court is not busy.
They have ninety opinions a year or something like that.
You could maybe shuttle some of yours over to them. Start
with the easy ones.

JUDGE MICHEL: Some people think they already
have too many patent cases.

We have about 1,500 appeals filed a year. As
Professor Hansen alluded to, about a third of them are
patent cases, but the other two-thirds are a huge variety
of things utterly different from patent cases, iIncluding
contract cases, tax cases, veteran benefit cases, cases
involving childhood vaccine injuries, cases involving civil
servants who have been fired, and on and on and on. So we
have a very diverse caseload. About a third of it is in
the IP area, most of that being patents.

We have a very tough patent caseload, but some of
our other cases sort of counterbalance that.

PROF. HANSEN: Are they easier or harder?

JUDGE MICHEL: The personnel cases and the
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veterans cases usually are much easier — not always, but
usually.

PROF. HANSEN: In terms of fun, you have much
more fun with the patent cases, right?

JUDGE MICHEL: Not necessarily, no. 1 love the
patent cases. It was alluded to earlier: How did I get on
this patent court when I didn’t know anything about
patents? 1 really didn’t know anything much about
patents —

PROF. HANSEN: Who said that?

JUDGE MICHEL: The dean or you.

PROF. HANSEN: No, nobody said that. But how did
you get on the patent court?

JUDGE MICHEL: The answer is worth a moment. |1

learned patent law because of men and women like you here

in this room. 1°m a good student. 1 read briefs for a
living. | can read appellate opinions, Supreme Court
opinions, precedents of my court. | learned a lot of

patent law really fast, and 1 learned a lot of science and

technology really fast the same way, and so did the other
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two-thirds of our court who are not patent lawyers. We
have about the same proportion of patent lawyers on the
court as we have patent cases, which roughly makes some
sense, | guess. All the rest of us had to learn on the
job.

It’s not nearly as hard as you would think. You
don’t really have to become a technical expert. You just
have to learn bits and pieces of the technologies that
drive the issues In the case. The lawyers are very good at
teaching that to us. They have already taught it to the
trial judges and juries In many cases. |If we’re good
students, we can learn the technology we need to learn, and
we can become quite expert over time in all the nuances of
patent law, even if the day before we got appointed to the
court, we didn’t know a patent from anything.

PROF. HANSEN: Let’s go back to fun. What do you
have fun with?

This has kind of been a depressing night. 1°m
trying to go to an upbeat part of this.

What 1s good about 1t? It’s an intellectual
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challenge, isn’t it, the patent cases?

JUDGE MICHEL: The patent cases are lots of fun,
and when you can straighten out a problem in patent law,
whether 1t’s a practical problem or a doctrinal problem,
there 1s huge satisfaction in that, because you know that
good consequences will come out of that — that there will
be more scientific advance, that there will be benefits to
health and prosperity and to good order in the country.
That’s hugely exciting.

I have never had a boring day on the court. 1
love being on the court.

PROF. HANSEN: How do you determine who is on
which panel?

JUDGE MICHEL: 1t’s done at random. It used to
be done by the chief judge. We decided that that had too
much potential for abuse. The same transition has been
made by nearly all of the other appellate courts. They are
nearly always now done at random.

So if the panel changes every day of an argument

week and the computer assembles the three — we have three
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panels sit at the same time. We put together three batches
of cases, so they aren’t all patent cases, but a mix of
patent cases, contract cases, and so on. Then the computer
randomly assigns one of those three batches to one of the
three panels. So we can’t rig anything. We have made that
a foolproof system.

QUESTION: Judge Michel, when you have a case

that 1s, let’s say, an en banc hearing or rehearing and you
have a large number of amicus briefs being filed — iIn a
case where a preponderance of amici are on one side as
opposed to the other, does that have an effect on your
decision making?

JUDGE MICHEL: Zero. It’s not vote counting. If
a brief is persuasive and informative and teaches us
something important that the party briefs didn’t, that has
power. |If that brief writer is the only one on a certain
side and there are twenty-five people on the other side, it
doesn’t make any difference. |It’s the power of the one

brief that makes the difference. We don’t tote them up and
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say, “Well, there are twenty-five briefs on this side and
only six on this side. The side with twenty-five must be
right.” We just don’t do that at all.

So the numbers don’t count. The persuasive power
can count a lot, particularly where it adds to what the
parties have already argued.

PROF. HANSEN: In Bilski, how many amicus briefs
did you have?

JUDGE MICHEL: Thirty-six.

PROF. HANSEN: And how many did you read?

JUDGE MICHEL: Thirty-six.

PROF. HANSEN: So every judge, every clerk
working on the case read all thirty-six amicus briefs?

JUDGE MICHEL: Sure. You know, there are a lot
of shortcuts. You learn how to survive.

My wife Is an economist. She calculated that, on
average, In terms of paid work time, a judge of our court

per case, for everything that has to be done in a case -

read the briefs, read the record, write the opinion,
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critique the opinion, read the en banc petition, et cetera,
et cetera, everything — eight hours, on average.

We have to read briefs at mach speed, so we have
learned lots of shortcuts. We can easily see, “Oh, this
was already covered in the other brief. 1 don’t need to
read this section.” So, yes, you can get through thirty-
siX briefs because there are lots of shortcuts and there is
lots of repetition.

But i1t”’s a heavy load.

PROF. HANSEN: Do you have any guide to an
effective amicus brief that you would like to share with
us?

JUDGE MICHEL: Sure. What we really need to know
more than anything else, and are seldom told, i1s, what has
been the practical downstream effect of the rule that is
being revisited in this appeal? We know all the doctrine.
We have read the cases. We wrote the cases. So lawyers
who just give back to us the words of our prior cases

aren’t really telling us anything new and different. But
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lawyers who can tell us something about the practical
effects in the world can have huge influence, particularly
where the effects have been not so good. That’s a strong
impetus to change the rule, to clarify the doctrine, to do
something different.

So that’s the kind of amicus brief I most like to
see.

The second kind is i1f the amicus brief finds some
analogous area of law, not argued by the parties, but a
pretty good analogue that would make us think a little
harder and maybe be open to some new ideas, that can also
be very constructive and creative.

PROF. HANSEN: What about academic amicus briefs?

JUDGE MICHEL: Hard to generalize. Some are very
helpful and some are not very helpful. Some are very
persuasive, some are not.

I think 1t benefits the court to hear from a
diversity of viewpoints. 1 think to get a mix of briefs

from industry people, litigators, academics, and others is
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a big plus. The more diverse the mix, the better.

QUESTION: 1 believe last year — 1 think 1t was a
lecture or a speech; I don’t remember — you encouraged
lawyers to petition for en banc review. You said that a
lot of high-profile cases would be adjudicated better if
they were being heard en banc. And you just said that
things are better, but I wonder if you have any statistics.
Have you had more en banc petitions? Have you started
hearing more cases en banc?

JUDGE MICHEL: Let me correct the record here. |
wasn’t saying we need to have more petitions for en banc
per year. We get about 150 a year. About half of them are
in patent cases. That’s an ample number and it’s a heavy
workload. We really don’t need or desire to have more.

The quantity isn’t the thing.

What I was trying to say is that it the petitions
seeking en banc rehearing had higher quality, i1t would be a
great help to the court. They often look like they were

just done i1n a huge hurry, very superficial, mostly quoting
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back to us our own case law, and therefore not so helpful.

With regard to amicus briefs, our biggest need is
not for more amici — thirty-six in Bilski and large numbers
in any en banc case. Our biggest need for amicus briefs is
not after the case has been taken for en banc rehearing,
but on the threshold issue of whether we should take the
case for rehearing. We often have close votes, as |
mentioned before. |If we had some good amicus input, maybe
some of the cases that now fall short in the rehearing vote
would get adequate votes and would be reheard, and there
would be more clarification and correction of the law
resulting from it.

So I’m a big proponent of amicus briefs,
especially ones that are high-quality. But I would
particularly like to see them on the threshold i1ssue as
opposed to just the thirty-seventh or thirty-eighth en banc
rehearing.

PROF. HANSEN: 1Isn’t that something that you

correct by simply sending out a notice that you are
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considering en banc and you welcome any amicus briefs on
this, or actually ask the Solicitor General if he — all
that is within your power, isn’t it?

JUDGE MICHEL: We could solicit briefs. But the
knowledgeable practitioners who follow the work of the
court can see when an opinion comes out 1If it’s a landmark
kind of case and 1t’s going to be a strong candidate for en
banc. 1t seems to me those cases kind of identify
themselves. The amicus committees of the six or seven key
patent-related bar associations are monitoring these
things.

I think they don’t understand the need for the
brief on the question of whether to go en banc. They are
all assuming that the need for the brief is only after the
case has gone en banc.

PROF. HANSEN: If you would put out an
announcement that you would appreciate this, they would get
over that, not knowing that. You might get some briefs.

JUDGE MICHEL: I have been doing it In speeches,
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as the gentleman suggests. Maybe some consideration should
be given to more formal methods.

MR. PEGRAM: Hugh, could 1 comment? As a past
member of one of those amicus committees, the timeframe for
commenting when there’s a decision being made whether or
not to go en banc is very short. The bar associations and
those groups really don’t have time to, first, get the
suggestion, then work up a recommendation to the
association, obtain the approval which is usually required
from a board of directors, and get a brief written. The
timeframe is usually very close.

So the suggestion that was made — that if the
court really wants amicus briefs on deciding this, if there
iIs a way to say, “We’re seriously considering this, and we
would like to hear from you” — that is helpful 1f you want
it at that stage.

JUDGE MICHEL: John, 1 met with the chairs of all
the amicus committees of every organization 1 could

identify, and they made a similar point. As a result of
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that, we changed our rules and we doubled the amount of
time available to both parties and amici on this threshold
issue of whether a case should be reheard en banc. We
encouraged them, where that time still wasn’t sufficient,
to seek by motion still further time. |1 suggested that the
court would have a self-interest in being lenient on
granting those motions.

So we have worked on the problem of speed. |
understand 1t’s a problem for organizations. We are doing
everything we can to accommodate that. On their part, the
organizations have all undertaken internal reforms to speed
up the internal clearance process. So | think on both
sides of the equation, substantial progress has been made.
And it should help a lot.

PROF. HANSEN: Forget the organizations now.

What about just the bar? Why aren’t you people submitting
amicus briefs, especially firms that have a lot to do with
prosecution? If that’s an issue, that might be something

that you might want to send something in on.
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JUDGE MICHEL: What about academics? Why don’t
academics file briefs?

PROF. HANSEN: 1t”s an academic brief. | bet
it’s not even read. The point is, academics aren’t in the
real world. Academics don’t do anything. They are
academics. They have thoughts and they have ideas which
can be interesting and provocative and all that, but in
terms of the real world, they wouldn”t know the real world
ifT 1t sat on them.

JUDGE MICHEL: But an academic might be the
perfect one to see an analogous area of law not previously
brought to bear on a problem in patent law and to describe
and analyze that analogue and draw the comparison.

PROF. HANSEN: 1 think that’s true, but you
rarely see that In academic briefs. Yes, | think that
would be a good brief. But that’s not normally what you
get. You get very i1deological briefs usually out of
academics. I1°m not sure how helpful that is.

John, what have you been doing i1f you are not
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filing amicus briefs?

JUDGE MICHEL: He has real clients.

MR. RICHARDS: Why do we not do it? It diverts
resources from what we are actually doing. We probably
don’t spot the cases particularly early on. 1 think that’s
probably the main reason. There are times when 1 think,
“Gee, I wish I”’d written them something on that,” but the
time i1s gone by the time I get round to really sitting down
and thinking about i1t. You need the odd weekend when
you’re not doing something else to sort of get to grips
with some of these issues.

PROF. HANSEN: I don’t have a watch, for
religious reasons.

It has been wonderful. Thank you all for your
participation. Paul, this was fantastic.

[Applause]

We’re going to have a reception outside. 1 hope

we can all go out there and continue this discussion.
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