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Generative Al (GenAl) models — which produce new content based
on training data — have recently become increasingly important

to the advancement of commercial technologies. From crafting
human-like text to predicting complex molecular structures, GenAl
is reshaping industries across the globe. As our reliance on GenAl
increases, the question of how to protect these innovations has
become paramount. While trade secrets will continue to play an
important role, recent trends and legal developments suggest that
patents may be critical to protecting GenAl innovations.

Companies therefore must focus on the GenAl patent landscape in
plotting their course. This includes safeguarding their products from
competition using their own patents and considering the patent
holdings of competitors and others in assessing their freedom-to-
operate (FTO).

Patentability of GenAl

Patent offices around the world have issued specific guidance to aid
inventors in properly claiming Al-related inventions.

While trade secrets will continue to play
an important role, recent trends and legal

developments suggest that patents may
be critical to protecting GenAl innovations.

In the United States, inventors face challenges amidst the

unsettled legal frameworks that the courts and the U.S. Patent and
Trademark Office (USPTO) have promulgated concerning patent-
eligible subject matter. The U.S. Supreme Court’s decision in Alice
Corp. v. CLS Bank International requires that an “inventive concept”
be included to transform an “abstract idea” into a patent-eligible
invention. Al-related inventions, which typically rely on data analysis
and other “abstract ideas,” may face similar hurdles.

In July 2024, the USPTO issued its Guidance Update on Patent
Subject Matter Eligibility, Including on Artificial Intelligence,
providing examples illustrating the application of this subject
matter eligibility framework to Al-related inventions.
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Key takeaways include:

»  Claims reciting specific hardware components of an Al model
and the use of GenAl to improve a practical application or
existing technology are more likely to be considered patent-
eligible.

* Inventions that are simply “abstract ideas,” such as methods
of organizing human behavior or mental processes, are not
patentable.

*  Claims involving the training of an Al model that results in
a legitimate improvement or actual application may satisfy
subject matter eligibility requirements.

Forinstance, using GenAl to aid in medical treatment may be
patentable if it causes a specific action (e.g., administering a precise
medication to treat a particular ailment). In contrast, merely using
Al to provide an imprecise treatment without a concrete application
is likely to be rejected.

Other major jurisdictions have provided guidance on this issue, but
the approach is not uniform.

*  Europe: The European Patent Office (EPO) requires that
Al inventions have a “technical character” and contribute
to a technical field. Al algorithms per se are considered
mathematical methods and are not patentable unless they
produce a technical effect when applied. The EPO has issued
guidelines indicating that inventions involving Al can be
patentable if applied in areas like image processing and speech
recognition.

*  Japan: The Japan Patent Office (JPO) emphasizes “creation of a
technical idea utilizing a law of nature.” The JPO has provided
examination guidelines and case examples for Al-related
inventions.

*  South Korea: The Korean Intellectual Property Office (KIPO)
recognizes Al inventions as patentable if they involve technical
features and produce technical effects. KIPO requires detailed
disclosure of how data is processed, the technical configuration
of Al models and the correlation between input and output in
Al applications.
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The scope, strength and nature of a particular GenAl patent may
vary greatly depending on the jurisdiction, given the disparate
approaches being taken by these and other patent offices.

Forms of IP protection for GenAl

In addition to patents, companies may also rely on trade secrets and
copyrights to protect their proprietary GenAl technologies. Each has
its advantages and limitations.

Patents. Patents (specifically, utility patents) provide a right to
exclude others from making or commercializing the claimed
invention for a limited period (generally 20 years from the date

of filing), but they require sufficient public disclosure to enable
skilled artisans to reproduce the invention. Patents are enforceable
even against others who may independently develop the same
technology. Even if others have their own patents, they can be
blocked if practicing their invention would infringe another patent.
Patents can block others from practicing the claimed invention even
if the accused infringer owns its own patents.

With an increase in the number of GenAl
patents, we expect to see patent litigation,
including enforcement by non-practicing
entities focused on generating
revenue from licensing and enforcement
of GenAl patents.

Obtaining patents can be time-consuming and costly, and there
is no guarantee that a patent can be obtained, or that an issued
patent will survive attacks in litigation. Competitors may design
around patented GenAl technologies by modifying algorithms or
using alternative methods to achieve similar results.

Furthermore, under U.S. patent law, direct infringement requires
that a single entity performs all steps of a claimed method or
exercises control or direction over the entire process. GenAl systems
often involve multiple parties performing different steps of a
patented process, often independently, raising issues of divided
infringement and complicating enforcement efforts.

Trade secrets. Trade secrets protect confidential business
information that provides a competitive edge. Unlike patents,
trade secrets can last indefinitely, as long as the secret is kept
confidential. However, trade secrets offer no protection against
reverse engineering or independent development. And maintaining
trade secrets may require significant effort and cost.

Copyrights. Copyright protection extends to original works of
authorship fixed in a tangible medium of expression, including
software code. While copyrights protect the expression of ideas, they
do not protect the underlying ideas, concepts or methods.

For GenAl, copyrights may protect specific implementations, code
or weights of a model; however, copyrights would not protect

the inventive concepts or functional aspects of a model. As a
result, copyrights cannot be used to prohibit third parties from
independently implementing similar technology, so long as the
specific code is not copied.

The GenAl patent landscape

Over the last decade, there has been a surge in Al-related patent
filings. According to the World Intellectual Property Organization
(WIPO), of the approximately 340,000 such filings published since
1960, more than half published after 2013, and each year sees more
Al-related patents filed than the previous year. Patent Landscape
Report: Generative Artificial Intelligence. (WIPO 2024) (https://bit.
ly/3AvwXzl).

The WIPO report highlights China-based entities’ emphasis on
using patents to protect Al-related inventions, with 13 of the

top 20 patent owners in the Al space being Chinese companies.
Tencent Holdings, Ping An Insurance Group, Baidu and the Chinese
Academy of Sciences are among the leaders, surpassing U.S.
companies like IBM, Alphabet/Google, Microsoft and Adobe, with
companies from Korea, Japan and India also among the top Al
patent holders.

The future of GenAl patents

While software patents do not seem to have severely restrained the
development of the high-tech industry, GenAl may be different for
several reasons, including:

(1)  Significant investment: Developing GenAl models requires
substantial investments in compute, personnel and data.
Companies are likely to seek patent protection to safeguard

these investments.

Complexity and patentability: GenAl is comprised of complex
systems that may include novel software and hardware
configurations, data processing techniques and applications.
The more complex the system, the more likely related
inventions will be patentable.

Specialized hardware: The use of special hardware — such as
processors with particularly efficient mathematical operations
(Graphical Processing Units or Tensor Processing Units) — is
critical for training and inference in GenAl models. Patents

on GenAl-adapted hardware may be particularly important,
providing competitive advantages.

Value of software patents: Despite challenges, software patents
are valuable; GenAl patents may offer similar strategic benefits.

Emergence of standards: Given the focus of regulators

on GenAl, industry standards may emerge to promote
interoperability, ethical use and safety. Standard Essential
Patents (SEPs) may provide opportunities and challenges for
companies participating in standard-setting organizations.

With an increase in the number of GenAl patents, we expect to see
patent litigation, including enforcement by non-practicing entities
focused on generating revenue from licensing and enforcement of
GenAl patents. Companies holding GenAl SEPs may agree to create
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patent pools, by offering their patents as a bundle and sharing in (5) Monitor and participate in standards development: Companies
the resulting royalty stream derived from licenses granted by the developing GenAl should monitor the emergence of GenAl
patent pool. standards and consider participation. Assess whether existing

. patent portfolios could contain SEPs that may be valuable as a
Key steps and recommendations source of royalty revenue or leverage.

Given the evolving intellectual property landscape, companies .
should take proactive steps: Conclusion

As inventors continue to innovate, GenAl patents will continue

to play a significant role in the industry. Despite challenges in
patenting and enforcing rights in GenAl technologies, patents will

remain a key form of protection. Companies must navigate the

(1)  Consider patent protection: Companies innovating in the GenAl
space should consider patent protection as a viable approach
to protecting their valuable GenAl innovations.

(2) Conduct FTO analyses: C'ompanies should consider the patent complex patent landscape thoughtfully, considering the benefits
landscape when developing new products. FTO analyses can of patents against alternatives, and take proactive steps to protect
identify potential infringement risks and inform design choices. their GenAl interests and investments.

(3) Assess vendor indemnities: Companies procuring GenAl tools Ken D. Kumayama and Pramode Chiruvolu are regular, joint
should consider the relevance of GenAl patents and whether contributing columnists on legal issues in artificial intelligence for
vendors will offer indemnities against infringement claims. Reuters Legal News and Westlaw Today.

(4) Include GenAl patents in licensing negotiations: Consider
including GenAl patents in any licensing or cross-licensing
negotiations to hedge against future GenAl risks.
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