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Cycles of strength and weakness have long-character-
ized US patent rights.1 Recently, after 25 years of strong
and increasing patent protection, the US courts have
weakened patent rights in a wide variety of ways.
Decisions have overturned a variety of pro-patentee
rules in litigation, facilitated patent invalidation,
reduced patent coverage and the availability of import-
ant remedies for infringement, and cut the power of
juries in patent cases. The result is a rapid and wide-
ranging retrenchment—essentially ‘patent reform’
without Congressional participation.

In this article, we consider the key developments
and discuss the consequences of these changes.

The ‘strong patents’ era, criticism,
and complaints, turning of the tide
In the 1970s and 1980s, after a long period of weak
patents, many US business and political leaders
thought stronger US patents promised both stimulus
for US technological innovation and a degree of pro-
tection from foreign competition in domestic markets.
In 1982, as part of a patent revival, Congress created
the US Court of Appeals for the Federal Circuit (the
‘Federal Circuit’) to take exclusive jurisdiction over
appeals in patent cases from federal trial courts all over
the USA and from rulings by the US Patent and Trade-
mark Office (the ‘PTO’). The new court was widely
expected to strengthen patent protection by lessening
remaining hostility to patents, bringing consistency
to patent enforcement nationwide, eliminating
forum shopping, and finding more patents valid and
enforceable.

For its first 25 years, the Federal Circuit fulfilled
these expectations in grand fashion. It made patents
harder to defeat, gave patent holders multiple
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1 See, eg, 1 Chisum on Patents, Overview [5] at OV 9–10 (2004).
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This article

† The past quarter of a century was a time of strong and
increasing patent protection in the USA. But recently, in the

face of pressure from the business community, scholarly
studies, US Supreme Court opinions, and threats of Con-
gressional action, US courts have narrowed patent protec-
tion in a wide variety of ways. This article explores the

specifics of that reversal.

† Recent court decisions have overturned a variety of pro-
patentee rules in litigation, facilitating patent invalidation,
reducing patent coverage and the availability of important
remedies for infringement, and cutting the power of juries

in patent cases. The result is a rapid and wide-ranging
retrenchment—essentially ‘patent reform’ without Congres-
sional participation. Particularly affected are non-practising
entities, which are more vulnerable to validity challenges

and, in most cases, have lost the strongest weapon in their
armoury for licensing negotiations—the chance to obtain an
injunction against infringers. Holders of business method
patents and small-entity patent holders also suffer dispro-
portionately from the changes.

† The article summarizes the facets of US patent protection
affected by the recent decisions and discusses the consequences
of the changes for current (and potential) US patent holders
and producers/traders active in, or selling to, the USA.
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procedural advantages in litigation, increased remedies
against infringers, and made patents available for a
wider range of inventions. Its numerous pro-patent
rulings shifted the balance of power substantially in
favour of patent holders. US patents became more
valuable assets, and more potent weapons, in business.

Gradually, rapid technological advances made US
patents more numerous and important, and the
burdens of strong patents heavier. Concurrently,
flaws in the US patent system became more evident
and more objectionable. Business leaders and com-
mentators began to favour moderating the strong-
patents environment, improving practices at the
PTO, and reducing the costs of patent litigation.
Far-reaching ‘patent reform’ bills were introduced in
Congress repeatedly, but no significant reform legis-
lation has been enacted. It fell to the courts to drive
change.

The patent enforcement tide turned in 2005–2006.
In a large number of disparate rulings then and since,
US courts have carried out a major retrenchment in US
patent enforcement. We review the key changes under
the following approximate headings:

(A) ‘Procedural’ rules: duty to avoid infringement,
wilfulness, waiver of privilege, and adverse infer-
ences; forum shopping; standing to bring declara-
tory judgment actions; claim construction;
doctrine of equivalents.

(B) Patentability/validity: patentable subject matter;
obviousness; enablement, and definiteness.

(C) Limits on enforceability: inequitable conduct;
patent exhaustion.

(D) Relief: ‘permanent’ injunctions; preliminary
injunctions; damages awards.

‘Procedural’ rules
Duty to avoid infringement, wilfulness, waiver of
privilege, and adverse inferences
Beginning in its early years, the Federal Circuit
imposed on commercial businesses an ‘affirmative
duty’ of ‘due care’ to avoid infringing all patents
they knew, or should have known, might cover their
activities. The duty generally obliged producers to
obtain competent legal advice before undertaking
conduct that might infringe a known patent. Failure
to obtain such advice, or reliance on insufficient
advice, could support a finding that any resulting

infringement was wilfully committed, thereby justify-
ing an award of up to three times the patent
holder’s actual damages.

Rules of privilege enhanced these pro-patent-holder
precepts. An alleged infringer who relied on privilege
to decline to state whether it had sought or obtained a
legal opinion regarding the relevant patent(s) would
face damaging jury instructions about an inference the
Federal Circuit had broadly approved. Read by the
judge, those instructions would tell the jury it could
infer that an alleged infringer in such circumstances
either (i) had not obtained any legal advice, or (ii) if it
did get such advice, it was told it was infringing or
about to infringe the patent.2

Of course, the alleged infringer could waive the pri-
vilege protecting legal advice and use any favourable
advice it had received to contest allegations of wilful-
ness. Unfortunately for defendants, they could not
limit the scope of such waivers. Courts often held that
they extended to all communications between the
accused party and any patent counsel relating to the
patents involved in the litigation. Thus waivers often
extended to advice given well after the original legal
opinion and possibly to documents or other communi-
cations revealing estimated litigation risks or trial
strategy.

Many observers criticized these pro-patentee rules;
and, recently, the Federal Circuit abandoned them. In
Knorr-Bremse System Feuer Nutzfahrzeuge GmbH v
Dana Corp.,3 the Court overruled its prior decisions,
permitting adverse inferences against an alleged infrin-
ger who invoked attorney-client privilege. In In re
Echostar Communications Corp.,4 the Federal Circuit
held that waivers of privilege, as referred to above, do
not extend to attorney work product that was not com-
municated to the client, thereby shielding most of the
documents in the attorney’s files. Finally, in its en banc
decision in In re Seagate Technology,5 the Federal
Circuit announced:

† the affirmative duty of care to avoid infringing a
known patent no longer exists, and there is no longer
any affirmative obligation to obtain legal advice on
potentially applicable patents;

† findings of wilful infringement require clear and con-
vincing evidence of ‘objective recklessness’ by the
alleged infringer, including that it knew of, or clearly
should have known of, the relevant facts; and

2 Kloster Speedsteel AB v Crucible Inc., 793 F.2d 1565, 1580 (Fed. Cir.
1986); Fromson v Western Litho Plate & Supply Co., 853 F.2d 1568,
1572–73 (Fed. Cir. 1988).

3 383 F.3d 1337 (2004).

4 448 F.3d 1294 (2006).

5 497 F.3d 1360 (2007).
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† if an alleged infringer’s trial counsel acted independ-
ently of its opinion counsel and only after suit was
filed, introduction of the opinion counsel’s favourable
advice normally waives privilege only as to that
counsel and not as to the trial counsel.

In short, alleged infringers no longer face some serious
duties, burdens, and risks that the Federal Circuit
imposed on them only recently. At the same time,
patent holders no longer enjoy some powerful eviden-
tiary and procedural advantages that were recently
available to them. By themselves, these changes have
made patent infringement suits less threatening to
many alleged infringers and have improved their bar-
gaining position vis-à-vis patent holders. Other recent
changes work to the same result.

Forum shopping
From its early years, the Federal Circuit developed very
liberal rules governing where patent holders can sue
alleged infringers. It found personal jurisdiction over
alleged US or foreign manufacturers in most or all
states where their respective products were delivered
and sold.6 Further, the Federal Circuit ruled that no
additional venue limitations apply when a patent
holder sues a corporation for infringement.7 Thus, a
patent holder could usually sue a corporate manufac-
turer of allegedly infringing products—even a foreign
manufacturer not conducting any business in the USA
or a US company whose presence and activities were
limited to a single state—in any judicial district in the
country.

In sharp contrast, the rules on personal jurisdiction
and venue were much less favourable for patent chal-
lengers. Unless the patent holder itself (or its exclusive
licensee) was active elsewhere, invalidity suits could
usually be brought only in the courts of the patent
holder’s home state. This limitation applied even
though US patents carry nationwide force and even
where the patent holder had asserted the patent (eg by
the sending of ‘cease and desist’ letters) elsewhere.

In recent rulings, the Federal Circuit has softened
the choice-of-forum advantages of patent holders by
considering more carefully the connections between the
alleged infringement and the forum state.8 Conversely,
while merely sending infringement letters into a puta-

tive infringer’s state will still not allow the alleged
infringer to sue the patentee there for a declaratory
judgment, the addition of increasingly modest
additional acts by the patentee or its distributor can
trigger this result.9 Infringers are still vulnerable to suit
in more locations than patent holders, but the differ-
ence is smaller than it was a few years ago.

Case transfer also plays a role here. For most of its
existence, the Federal Circuit disfavoured transfers of
infringement suits from the courts chosen by the
patent-holder plaintiffs. That remained true even if the
locations of the parties, the relevant conduct, the wit-
nesses and other evidence, etc., favoured the different
venue proposed by the alleged infringer. Rules blocking
pre-emptive challenges to a patent’s validity or scope
(see below) compounded this result. Accordingly,
patent holders had almost complete control of where
infringement cases would be tried. Taking advantage of
these rules, one plaintiff-friendly and pro-patent Court
(the Eastern District of Texas) jumped from obscurity
in the patent field to claim pre-eminence in patent law-
suits over all other trial courts in the USA in only a
few years.

Recently, several factors have reduced this imbalance.
For one thing, the Federal Circuit has made use of a
2008 en banc ruling by the Fifth Circuit,10 to issue
repeated writs of mandamus to the Texas court requir-
ing the transfer of patent cases to other federal courts
as requested by the alleged infringers.11 These rulings
rejected most of the make-weight arguments against
transfer that are typically advanced by plaintiffs in
cases lacking substantial connections to their chosen
forums. As discussed below, changes in the rules for
pre-emptive patent challenges have worked to a similar
result.

Standing to bring declaratory judgment actions
Under the US Constitution and Declaratory Judgment
Act, federal courts can hear suits for declaratory judg-
ments, such as those for a declaration of patent invalid-
ity or scope, only if the suit is based on an ‘actual
controversy’.12 Years ago, the Federal Circuit developed
a very restrictive definition of ‘actual controversy’
unique to patent litigation, requiring the challenger to
meet two requirements in order to have standing. First,

6 See, eg, Beverly Hills Fan Co. v Royal Sovereign Corp., 21 F.3d 1558 (Fed.
Cir. 1994).

7 V.E. Holding Corp, v Johnson Gas Appliance Co., 917 F.2d 1574 (Fed. Cir.
1990).

8 See, eg, Commissariat à l’Energie Atomique v Chi Mei Optoelectronics
Corp., 395 F.3d 1315 (Fed. Cir. 2005).

9 Avocent Huntsville Corp v Aten International Co Ltd, 552 F.3d 1324 (Fed.
Cir. 2008).

10 In re Volkswagen of America, Inc., 545 F.3d 304 (5th Cir., 2008) (en
banc).

11 In re TS Tech USA Inc., 551 F.3d 1315 (Fed. Cir. 2008); In re Genentech,
Inc., 556 F.3d 1338 (Fed. Cir. 2009); In re Hoffmann-LaRoche Inc., 587
F.3d 1333 (Fed. Cir. 2009); In re Nintendo Co. Ltd., 589 F.3d 1194 (Fed.
Cir. 2009).

12 US Const. art 3, §2, cl 1; Declaratory Judgment Act, 28 USC §2201.
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the challenger must have been actually producing a
product possibly covered by the patent or have at least
taken meaningful, concrete steps to begin such pro-
duction. Second, the challenger must have had a
reasonably based apprehension that it would soon be
sued by the patent holder for infringement. In most
situations, this ‘reasonable apprehension’ would not
exist unless and until the patent holder actually threa-
tened to sue the potential infringer on the patent.13

These rules greatly assisted patent holders trying to
sell licences under their patents. Patent holders would
give ‘notice’ of their patents to possible infringers
(thereby raising a likelihood that continued infringe-
ment would be deemed wilful and might lead to treble
damages) and offer a licence, without explicitly threat-
ening suit. Because of the ‘safe haven’ for patent
holders provided by the rules, the putative infringers
could not challenge the patents’ validity or scope. Such
challenges, if allowed, could be debilitating, particularly
to individual inventors and small entity patent holders.

A further procedural twist also worked in the patent
holder’s favour. Even where an ‘actual controversy’
existed, the trial court judge still had discretion to
refuse to hear a patent challenge. One recognized basis
for refusal was that the parties were conducting on-
going licensing negotiations. The Federal Circuit would
rarely overturn a trial judge’s decision exercising this
discretion.

Recently, a number of decisions have softened the
restrictions on patent challenges. The Supreme Court’s
ruling in MedImmune, Inc. v Genentech, Inc.14 under-
mined the ‘reasonable apprehension of imminent suit’
requirement. In Sandisk Corp. v STMicroelectronics,
Inc.,15 the Federal Circuit declined to read MedImmune
narrowly. Based on the special facts in Sandisk, it
allowed a patent challenge in the absence of any immi-
nent threat of an infringement suit. Moreover, it barred
the District Court from using policy considerations or
its discretion to reject the challenge presented there. A
concurring Federal Circuit Judge said the ruling would
necessarily extend beyond the unusual Sandisk facts
and allow infringers to institute declaratory judgment
suits whenever possible licensing arrangements are
discussed.16

In one important context, that prediction has largely
come true. Many non-practising entities (‘NPEs’),

including the subset sometimes referred to as ‘patent
trolls’, are patent holders who have no other business
aside from enforcing the patents they have acquired. In
a recent case, the Federal Circuit recognized that this
makes trolls and many other NPEs quite likely to sue
possible infringers unless they agree to pay the amount
demanded for a licence. Because of this likelihood, the
Federal Circuit eliminated any remaining requirement
for a ‘threat’ of suit by the troll prior to institution of a
declaratory judgment action against it challenging the
patent.17 Thus the troll was subject to the declaratory
judgment challenge—in a court and at a time chosen
by the putative infringer—even though it has used for-
merly safe language and had carefully avoided making
any threats of suit. Thus, in the troll context, little or
nothing seems to remain of the ‘safe haven’ for patent
holders seeking to license their inventions.

The more favourable rules governing pre-emptive
patent challenges extend to the pharmaceutical context.
Under the US regulatory scheme, brand-name drug
companies list the patents protecting their products in
the FDA’s ‘Orange Book’, and prospective makers of
generic counterparts often wish to challenge the
patents’ validity and/or coverage. Under recent rulings
by the Federal Circuit, they can generally do so even
where the patent holder has done little beyond listing
the patent, and even where the patent holder has for-
feited normal means of enforcing its patents.18

The new, more liberal rules governing declaratory
judgment jurisdiction combine with the more generous
case-transfer rules to allow putative infringers more
opportunities to select the forum for patent-based liti-
gation. Patent holders still enjoy some advantages in
choosing the courts for patent litigation, but the dis-
parity is much smaller than it was a few years ago.

Claim construction
Claim construction is often the key to patent enforce-
ment. Until the late 1990s, it had a pro-patentee slant.
Juries, which became commonplace in US patent cases
in the second half of the twentieth century, were often
favourably disposed to inventors/patent holders and
non-technical in their application of patent claims.
Moreover, neither the judge nor the jury made their
claim interpretations explicit in most cases. The exact
meanings of claim elements usually remained merely

13 Gen-Probe Inc. v Vysis, Inc., 359 F.3d 1376, 1380, 1382 (Fed. Cir. 2004)
quoting BP Chem. Ltd. v Union Carbide Corp., 4 F.3d 975, 978 (Fed.
Cir. 1993).

14 549 US 118 (2007).

15 480 F.3d 1372, 1383 (Fed. Cir. 2007).

16 Ibid (Judge Bryson concurring); see further Teva Pharmaceuticals, USA,
Inc. v Novartis Pharmaceuticals Corp., 482 F.3d 1330, 1339 (Fed. Cir.

2007); Sony Electronics, Inc. v Guardian Media Technologies Ltd., 497 F.3d
1271, 1282, 1286 (Fed. Cir. 2007).

17 Hewlett-Packard Co. v Acceleron LLC, 587 F.3d 1358 (Fed. Cir. 2009).

18 Teva Pharmaceuticals, USA, Inc., above, 482 F.3d 1330; Caraco
Pharmaceutical Labs. Ltd. v Forest Labs., 527 F.3d 1278 (Fed. Cir. 2008).
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implicit in juries’ verdicts on infringement. This, plus
the traditionally narrow scope of review for jury ver-
dicts, usually protected the interpretations, such as they
were, from close scrutiny from trial judges and from
effective review on appeal.

In Markman v Westview Instruments, Inc.,19 the
Federal Circuit took claim construction away from
juries, holding that judges alone must construe patent
claims. At trial, the judge must give explicit written
interpretations when deciding any disputed meanings.
Those explicit interpretations are relied upon in other
parts of the case. This change had big consequences in
infringement suits, and the consequences usually
favoured alleged infringers over patentees.

Assigning claim construction to judges and making
the interpretations explicit gave the interpretations far
more clarity and importance. These steps also enhanced
the role of trial judges and reduced the power of juries.
At the same time, they exposed the interpretations to
much more intense scrutiny on appeal, and reversal
rates soared. They also led to strategic and procedural
changes at trial, including increased use of summary
judgment motions asserting non-infringement filed
after, and relying on, the judges’ claim construction
rulings. Critics attacked the high reversal rates, and
some accused trial judges and the Federal Circuit of
interpreting claims too narrowly based on the more
specific descriptions in the patents’ specifications.

In 2002 and thereafter, several Federal Circuit panels
tried to stop the arguably excessive narrowing of patent
claims. They held that uncertainties in claim terms
should be resolved mainly by use of the broad defi-
nitions provided by dictionaries or similar sources and
that all stated definitions should be accepted unless the
specification clearly ruled out one or more of them.20

In 2005, however, the full Federal Circuit rejected this
approach.21 It said that technical and other dictionaries
give all the possible meanings of claim terms in the
abstract but no indication of which meaning is
intended or appropriate in the context of the invention.
This, it said, promoted ‘systematic overbreadth’ in
patent coverage. Instead, the Court confirmed the

special importance of the patent’s specification in
guiding claim construction. It acknowledged the claim-
narrowing tendency of reliance on the specification,
but said the contextual approach is more likely than
any ‘magic formula’ to capture the true scope of the
claimed invention.

This logic has genuine appeal, but we are left with a
troubling result. Uncertainty is preserved and ‘panel
roulette’ can continue in claim construction.22 Specifi-
cation-based limitations on claim coverage tend to
narrow the claims, favouring alleged infringers.

Of equal importance, the Federal Circuit’s character-
ization of claim construction as purely a matter of law
allows it to subject claim interpretations to the severe
de novo form of review, ie to complete redetermination
on appeal without any deference to the reasoning or
determinations of the trial judge. This makes claim
interpretations a frequent target in appeals, with rever-
sal rates remaining uncomfortably high.23 This conse-
quence remains a contentious point.24

Doctrine of Equivalents
The Doctrine of Equivalents (DOE) is a long-estab-
lished part of US patent law. Patent examinations and
scope determinations centre on the claims, which state
the outer limits of the requested protection.25 The
DOE upsets this logic by extending a patent’s coverage
beyond the claims. A difference between an allegedly
infringing product and what was claimed may not
prevent the product from infringing if the difference is
‘insubstantial’ or if the allegedly infringing item
satisfies the ‘FWR’ test, ie if the item accomplishes sub-
stantially the same function in substantially the same
way to achieve substantially the same result as what was
claimed.26

The Federal Circuit initially gave a broad application
to the DOE, applying a loose and generous test for
‘equivalence’.27 The proper approach, it said, was to
compare the allegedly infringing product as a whole
with the claimed invention as a whole. Five years later,
though, the same Court mandated a stricter approach,
often termed the ‘all elements rule’.28 This approach

19 52 F.3d 967 (Fed. Cir. 1995), upheld by the Supreme Court in 517 US
370 (1996).

20 See, eg, Texas Digital Systems, Inc. v Telegenix, Inc., 308 F.3d 1193,
1204–05 (Fed. Cir. 2002).

21 Phillips v AWH Corp. 415 F.3d 1303 (Fed Cir 2005) (en banc).

22 See, eg, Judge Dyk’s dissent in Kinetic Concepts, Inc. v Blue Sky Medical
Group, 554 F.3d 1010, 1025, et seq. (Fed. Cir. 2009).

23 See Judge Rader’s concurring opinion in Cybor Corp v FAS Technologies,
Inc., 138 F.3d 1448, 1476 n 4 (Fed. Cir. 1998).

24 See Judge Mayer’s dissent in Phillips v AWH Corp., 415 F.3d 1303, 1330
(Fed. Cir. 2005) (en banc).

25 35 USC §112.

26 Graver Tank & Mfg. Co. v Linde Air Products Co., 339 US 605 (1950);
Warner-Jenkinson Co., Inc. v Hilton Davis Chem. Co., 520 US 17 (1997),
remanded 114 F.3d 1161 (Fed. Cir. 1997); Festo Corp. v Shoketsu Kinzoku
Kogyo Kabushiki Co. Ltd.

27 Hughes Aircraft Co. v United States, 717 F.2d 1351 (1983).

28 Pennwalt Corp v Durand-Wayland, Inc. 833 F.2d 931 (Fed. Cir. 1987),
cert denied, 485 US 1009 (1988); see also Perkin-Elmer v Westinghouse
Electric Corp., 822 F.2d 1528 (Fed. Cir 1987), in which the court had
used strong language to denounce broad applications of the DOE.
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carefully examines each limitation in the relevant
patent claim separately and requires a specific, accept-
able ‘equivalent’ in the allegedly infringing product for
each limitation not literally satisfied by the allegedly
infringing product. Depending on the type and level of
equivalence required as to any non-satisfied limitation,
this approach could greatly reduce the permissible
range of equivalents for most patent claims.

In the 15 years following these decisions, a
surprising—and withering—evolution decimated the
DOE, leaving it only a shadow of its former self. That
is particularly remarkable because that same period saw
two US Supreme Court decisions that, though encoura-
ging caution, blessed and upheld the DOE against a
range of serious challenges and emphasized the sound
policy objectives underpinning that doctrine.29

As matters developed, the recommendations of
caution proved more important than the Supreme
Court’s strong defence of the DOE. With that encour-
agement, the Federal Circuit strengthened a number of
former limitations on the DOE and added new ones.
In combination, these limitations left the doctrine
feeble indeed. They include the following precepts:

1. ‘All Elements Rule’—requires (i) careful limitation-
by-limitation application of the DOE and (ii) the
existence in the alleged product of an identifiable
and acceptable equivalent for each and every claim
element not literally present.30

2. Prosecution History Estoppel—bars patent holders
from using the DOE to re-capture subject matter
coverage they surrendered by amendment to the
claims during patent prosecution.31

3. ‘No Vitiation’ Rule—insists, vaguely, that the DOE
never operate so as to ‘vitiate’ any claim element.32

4. ‘Express Exclusion’ Rule—states, again vaguely, that
a possible equivalent must not have been ‘expressly
excluded’ from coverage by restrictive claim
language.33

5. ‘Disavowal or Disclaimer’ Rule—holds that no
potential equivalent can be recognized if it was

somehow ‘disavowed’ or ‘disclaimed’ in the patent’s
specification or prosecution history.34

6. ‘Dedication’ Rule—holds that an alternative structure
or process described in the patent’s written descrip-
tion but not claimed in the patent is ‘dedicated’ to
the public domain and therefore out of reach by the
patent holder via application of the DOE.35

7. Must Not ‘Ensnare’ Prior Art—bars a patent holder
from obtaining coverage in litigation that, because of
prior art, he/she might not have been able to obtain
by claiming it directly in the application.36

8. ‘All Advantages Rule’—holds that an equivalent
cannot fail to achieve every advantage asserted for
the claimed invention in the patent specification or
prosecution history, whether or not the asserted
advantage is real in fact.37

The importance of these rules lies partly in their
number and breadth, but even more in their appli-
cation. They are all deemed matters of law, appli-
cable by judges regardless of how a jury might rule,
and reviewable de novo on appeal. Accordingly, they
give both trial judges and the Federal Circuit easy
ways to reject jury findings of infringement under
the DOE.

Despite these many restrictions, the DOE is not com-
pletely dead. Occasionally, trial courts find infringement
under the DOE, and occasionally the Federal Circuit
affirms those rulings. Nevertheless, the multiple limit-
ations have had a devastating effect. Despite recent
Supreme Court affirmations of the DOE’s continuing
vitality, the doctrine is largely de-fanged.

Patentability/validity
Patentable subject matter
Not all creations can be patented, even if they are new,
useful, and non-obvious. The Patent Act defines
patentable subject matter as ‘any new and useful
process, machine, manufacture, or composition of matter,
or any new and useful improvement thereof ’.38

29 Warner-Jenkinson Co. Inc. v Hilton Davis Chem. Co., 520 US 17 (1997);
Festo Corp. v Shoketsu Kinzoku Kogyo Kabushiki Co., 535 US 722 (2002).

30 Penwalt Corp. v Durand-Wayland, Inc., 833 F.2d 931 (Fed Cir. 1987);
Warner-Jenkinson Co. v Hilton Davis Chemical Co., 520 US 17 (1997).

31 Charles Greiner & Co. v Mari-Med Mfg., Inc., 962 F.2d 1031 (Fed. Cir.
1992); Pharmacia & Upjohn Co. v Mylan Pharms., Inc., 170 F.3d 1373
(Fed. Cir. 1999); Festo Corp. v Shoketsu Kinzoku Kogyo Kabushiki Co., 234
F.3d 558 (Fed. Cir. 2000); Festo Corp. v Shoketsu Kinzoku Kogyo
Kabushiki Co., Ltd, 535 US 722 (2002).

32 Warner-Jenkinson Co. v Hilton Davis Chem. Co., 520 US 17 (1997);
SciMed Life Systems, Inc. v Advanced Cardiovascular Systems, Inc., 242
F.3d 1337 (Fed. Cir. 2001).

33 Dolly, Inc. v Spalding & Evenflo Cos., 16 F.3d 394 (Fed. Cir. 1994);
SciMed Life Systems, Inc. v Advanced Cardiovascular Systems, Inc., 242
F.3d 1337 (Fed. Cir. 2001).

34 Dawn Equip. Co. v Kentucky Farms, Inc., 140 F.3d 1009 (Fed. Cir. 1998);
J & M Corp. v Harley-Davidson, Inc., 269 F.3d 1360 (Fed. Cir. 2001).

35 Johnson & Johnston Associates, Inc. v R.E. Service Co., 285 F.3d 1046 (Fed.
Cir. 2002).

36 Wilson Sporting Goods Co. v David Geoffrey & Associates, 904 F.2d 677
(Fed. Cir. 1990); Key Manufacturing Group, Inc. v Microdot, Inc., 925
F.2d 1444 (Fed. Cir. 1991).

37 Vehicular Technologies Corp. v Titan Wheel International, Inc., 141 F.3d
1084 (Fed. Cir. 1998).

38 35 USC §101, emphasis added.
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Though it began slowly,39 the Federal Circuit vastly
expanded patent eligibility in the late 1990s, intro-
ducing a decade of ‘wide-open’ patent eligibility.40 By
the end of the decade, it had confirmed both software
and business methods as patentable. Equally important,
it had created a single, liberal test for patentable subject
matter, namely whether the claimed invention pro-
duced a ‘useful, concrete, and tangible result’. More-
over, the facts of the key cases made clear that the
‘concrete and tangible’ language required essentially
nothing—such things as numbers representing profit,
loss, tax deductions and obligations, and share prices
were sufficiently ‘concrete and tangible’ to satisfy
the test.41

The Supreme Court denied review of these decisions.
Many voices criticized the expansion of patentability
but to no avail. The PTO tried to impose a ‘technologi-
cal arts’ requirement, demanding some significant tech-
nological aspects in process/method claims; but that
limitation, inconsistent with the Federal Circuit’s
approach, was discarded.42 Patentable subject matter
seemed to have no meaningful limits.

In two US Supreme Court cases in 2006, however,
groups of three and four Justices, respectively, criticized
patents on marginal subject matter, particularly
business methods, and took issue with the Federal Cir-
cuit’s leading decisions in the area.43 Stung by this and
other criticism, the Federal Circuit reversed its course.
In two 2007 decisions, the Federal Circuit rejected as
not patent eligible (i) a method and system for con-
ducting mandatory arbitrations of business disputes44

and (ii) a special type of artificially created transitory
propagating physical signal.45 Then, in late 2008, the
full Federal Circuit confirmed the change of course in
In re Bilski.46

The claims in Bilski covered a simple, broadly
defined method of using an intermediary to hedge
price risks in commodities trading, and they did not
require any technological elements. The majority
decision, reflecting the views of nine of the twelve par-
ticipating Federal Circuit judges, held the claims not
patent eligible. Two of the other three judges would

likewise have held the claims not patent eligible, one
on an even more patent-limiting rationale. The Court
abandoned the ‘useful, concrete, and tangible result’
test for patent eligibility and substituted a much nar-
rower ‘machine or transformation’ test for process/
method claims.

The new test allowed patenting of processes/methods
only if the claimed method (i) was expressly ‘tied to a
particular machine or apparatus’ or (ii) operated to
‘transform’ a particular article or articles ‘into a differ-
ent state or thing’. Moreover (a) the ‘tie’ or ‘trans-
formation’ had to place meaningful limitations on the
scope of the claim and (b) legal obligations, commer-
cial relationships, business risks or benefits, or the like,
could not qualify as ‘articles’ subject to the ‘transform-
ation’, regardless of whether they were represented by
documents or other tangible items. The test seemed
to preclude patenting of most business methods,
especially those lacking tight links to particular hard-
ware/technology.

The Supreme Court, however, granted review and
eliminated whatever clarity the Federal Circuit’s
‘machine or transformation’ test might have provided.
It: (i) affirmed the Federal Circuit’s ruling of non-
patentability for the claims at issue; (ii) gave support
to the ‘machine or transformation’ test but refused to
adopt it as a definitive test of patent eligibility for
methods/processes; and (iii) split on whether business
methods can ever be patented: four Justices would have
held such ‘inventions’ entirely unpatentable, while the
other five refused to rule out the possibility.47 None of
the Justices supported the ‘useful, concrete, and tan-
gible result’ test.

Already, several interesting cases on patent eligibility
are pending in the Federal Circuit. Crucial to future
developments will be how the Federal Circuit uses the
Supreme Court’s limiting but directionless Bilski
decision and what positions the Solicitor General urges
on behalf of the USA as amicus curiae.48 In any event,
the era of ‘wide-open’ patent eligibility is gone and un-
likely to return. It also seems clear that non-technologi-
cal business methods will have difficulty achieving

39 See, eg, Arrhythmia Research Technology, Inc. v Corazonix Corp., 958 F.2d
1053 (Fed. Cir. 1992) and In re Alappat, 33 F.3d 1526 (Fed. Cir. 1994 (en
banc)).

40 State Street Bank & Trust Co. v Signature Financial Group, Inc., 149 F.3d
1368 (Fed. Cir. 1998); AT&T Corp. v Excel Communications, Inc., 172
F.3d 1352 (Fed. Cir. 1999).

41 State Street Bank & Trust Co., above, 149 F.3d 1368.

42 Ex Parte Lundgren, 76 USPQ2d 1385 (BPAI precedential decision).

43 LabCorp. v Metabolite Laboratories, Inc., 548 US 124 (2006) (Justices
Breyer, Stevens, and Souter dissenting); eBay Inc. v MercExchange L.L.C.,
547 US 388 (2006) (Justices Kennedy, Stevens, Souter, and Breyer
concurring).

44 In re Comiskey, original decision 499 F.3d 1365 (2007); revised opinion,
554 F.3d 967 (Fed. Cir. 2009).

45 In re Nuijten, 500 F.3d 1346 (Fed. Cir. 2007); cert. denied sub nom.
Nuijten v Dudas, 129 S Ct 70 (2008).

46 545 F.3d 943 (2008).

47 Bilski v Kappos, ___ US ___, 130 S. Ct. 3218 (June 18, 2010).

48 See, eg, Amicus Curiae brief of the United States in the appeal to the
Federal Circuit of Assn of Molecular Pathology v US Patent and
Trademark Office, ___ F.Supp.2d, ___, 2010 Dist. LEXIS 35418 (SDNY,
April 2, 2010).
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patent protection. Beyond that, much careful line-
drawing remains to be done to bring some clarity into
this difficult area.

Obviousness
Most inventions are combinations of previously known
elements. If such a combination produces no unpre-
dictable result, it risks being deemed ‘obvious’. Years
ago, to counter such easy attacks, the Federal Circuit
developed its ‘teaching, suggestion or motivation’
(TSM) test. Even for combinations of previously
known elements each operating in its known and pre-
dictable way, that test allowed a conclusion of obvious-
ness only if the prior art, the nature of the problem, or
the knowledge of a person skilled in the art taught,
suggested or motivated the combination.

Often, this test was applied rigidly, requiring the
patent examiner or challenger to find prior art that
suggested the likely success of the combination of old
elements in the claimed new way. In addition, the prior
art teaching had to have been aimed at solving the
same ‘problem’ as motivated the invention underlying
the subsequent patent application in order to support a
finding of obviousness. In the view of many observers,
these rules weakened the non-obvious requirement too
much.

One highly pro-patent decision along these lines was
the Federal Circuit’s 2005 ruling in Teleflex, Inc. v KSR
Int’l Co.49 The patent at issue claimed a simple combi-
nation of well-known electro-mechanical elements in
the crowded art of adjustable brake pedals. The trial
Court granted the defendant’s motion for summary
judgment of invalidity due to obviousness. The Federal
Circuit, however, applied its TSM test rigorously,
reversed the summary judgment, and sent the case
back for trial.

The Supreme Court granted review, reversed, and
reinstated the summary judgment.50 Its opinion
broadly rejected the TSM standard as a test for
obviousness. While TSM reasoning might be useful,
along with other considerations, in assessing obvious-
ness in some cases, the Court said, neither TSM nor
any other mechanical standard can block a conclusion
of obviousness where ‘common sense’ requires it.

The Supreme Court also rejected any ‘same problem’
requirement for assessments of the prior art and
emphasized a high standard for patentability. Prior art
ideas motivated by objectives different from those
underlying the invention in question must be con-

sidered, along with any similarly motivated prior art,
in assessing obviousness. Business needs or market
demand often lead to advances that are new and bene-
ficial but not sufficiently innovative to merit a patent.
These advances, the Court said, must be rejected as
obvious.

Separately, the Supreme Court stated the patent-lim-
iting view that inventions made up of prior-art
elements ‘each performing the same function it had
been known to perform and yielding no more than one
would expect from such an arrangement’ are probably
obvious and therefore non-patentable. The Court also
rejected the Federal Circuit’s frequently stated position
that a patent claim cannot be proved obvious merely
by showing that the claimed combination of prior art
elements was ‘obvious to try’. It clarified that ‘obvious
to try’ may well demonstrate obviousness where a
recognized problem exists, there are a limited number
of identifiable potential solutions having some predict-
ability, and one of those proves successful.

Finally, a statement in the Supreme Court’s opinion
seemed to invite a challenge to the very strong pre-
sumption of validity for issued patents that the Federal
Circuit had built up in the preceding 25 years. The pre-
sumption is set out in 35 USC section 282, but the
statute makes no mention of any special requirement
for the evidence necessary to overcome it. Shortly after
its creation, the Federal Circuit adopted the ‘clear and
convincing evidence’ requirement for that purpose, and
it has applied it consistently ever since—even in cases
where the patent examiner did not see some key prior
art that is later found and introduced as evidence in
the infringement trial. In KSR, an important prior art
patent escaped the examiner’s attention but was intro-
duced at trial. The Supreme Court alluded to that fact
in a statement that undercut the Federal Circuit’s
strong version of the presumption, at least in those cir-
cumstances, and seemed to invite a more direct chal-
lenge to the presumption:

We need not reach the question . . . [of whether the pre-
sumption should apply when the patent examiner never
saw some important prior art,] but we think it appropriate
to note that the rationale underlying the presumption–that
the PTO, in its expertise, has approved the claim–seems
much diminished here.51

In a separate case after KSR, Microsoft took advantage
of the Court’s apparent invitation in trying to reverse a
patent infringement judgment against it of more than
$240 million. On appeal, the Federal Circuit refused to

49 119 Fed. Appx. 282 (Fed. Cir. 2005).

50 550 US 398 (2007).

51 550 US 398 at 426, emphasis added.
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reconsider its strong version of the presumption.
Recently, however, the Supreme Court granted review
in that case.52 Its ruling, expected during the present
term, could weaken yet another advantage that recently
strengthened the hands of US patent holders.

Elimination of the TSM test makes obviousness
determinations more complex and less predictable than
they were before, and KSR has weakened many existing
patents. On the other hand, the ruling has revived the
obviousness standard which had grown very weak in
the USA in recent years. We can hope that will raise
the bar, somewhat, for patent quality in the USA.

Enablement and definiteness
Under the Patent Act, each patent must contain a suffi-
ciently clear and complete description of the claimed
invention as ‘to enable any person skilled in the art . . .
to make and use [that invention] . . . The specification
shall conclude with one or more claims particularly
pointing out and distinctly claiming [the invention]’.53

Recently, the Federal Circuit has been applying a
stringent version of this requirement, sometimes called
the ‘full scope enablement’ doctrine. This doctrine
requires that the patent specification, supplemented
only to a very limited extent by the knowledge of a
person skilled in the art, must enable every embodi-
ment of the invention that fits within a claim in order
for that claim to be valid at all. If any embodiment of
the invention within the claim is not enabled, the whole
claim is held entirely invalid, even as to embodiments
that are fully enabled.

For example, in Liebel-Flarsheim v Medrad54 Liebel’s
patents were for front-loading fluid injectors with
replaceable syringes for injecting fluid into patients at
high pressure. The claims in the application as orig-
inally filed recited use of a pressure jacket to help
support the sides of the syringe against the high
pressure. During prosecution, however, the applicant
broadened the claims by omitting all reference to a
pressure jacket. The Federal Circuit found the claims
completely invalid. By allowing injectors without
pressure jackets to come within the claims but not
explaining how the sides of the syringes would be sup-

ported in such embodiments, the patent failed the full-
scope enablement test. The same Court has invalidated
claims on the same grounds in a number of other
recent cases.55

In view of this doctrine, patent prosecutors must
take care to avoid broad indistinct claims and back-up
primary claims with narrower ones. Patentees suing for
infringement may find themselves in a ‘squeeze’
between a narrow construction prejudicing their
infringement case and a broad construction that risks
failing the full-scope enablement requirement.

In a related context, the Federal Circuit has recently
subjected means-plus-function claims to new and strin-
gent standards of ‘definiteness’. The result is to invali-
date claims in means-plus-function form where very
similar claims not using that format could achieve
broad coverage without sacrificing validity. For
example, in the area of computers and software, the
Court has required means-plus-function claims not
only to disclose a general purpose computer processor
programmed to achieve a stated result but also to dis-
close the software algorithm(s) used to achieve that
result. This has been true even where a person of
ordinary skill in the art would know how to devise and
code an appropriate algorithm.56

Limits on enforceability
Inequitable conduct
For many years, courts have denied enforcement of
patents procured by ‘fraud’ or ‘inequitable conduct’.
The most common type of inequitable conduct is
failure to disclose known relevant prior art to the PTO
during prosecution.57 Findings of inequitable conduct
do not automatically render the associated patent
unenforceable, but that is the usual result.58

During the 1980s alleged infringers frequently
alleged inequitable conduct as a defence. The Federal
Circuit took one step, and the PTO another, to rein-in
what were widely deemed excessive accusations of
inequitable conduct. First, in 1988 the Federal Circuit
addressed inequitable conduct en banc.59 The resulting
unanimous decision tried to discourage routine alle-
gations of misconduct by raising the level of proof an

52 Microsoft Corp v i4i Limited Partnership, 539 F.3d 1246, revised opinion
without change on the validity issue, 598 F.3d 831 (Fed. Cir. 2010); cert.
granted, ___ US ____, 2010 US LEXIS 9311 (29 November 2010).

53 35 USC §112, first and second paragraphs.

54 481 F.3d 1371 (Fed. Cir. 2007).

55 See, eg, Automotive Technologies International v BMW of North America,
501 F.3d 1274 (Fed. Cir. 2007); Sitrick v Dreamworks, 516 F.3d 993 (Fed.
Cir. 2008).

56 Blackboard, Inc. v Desire2Learn, Inc., 574 F.3d 1371 (Fed. Cir. 2009);
NetMoneyIn, Inc. v Verisign, Inc., 545 F.3d 1359 (Fed. Cir. 2008);

Aristocrat Tech. Austl. Pty Ltd. v Int’l Gaming Tech., 521 F.3d 1328 (Fed.
Cir. 2008); Finisar Corp. v The DirecTV Group, Inc., 523 F.3d 1323 (Fed.
Cir. 2008); Biomedico LLC v Waters Tech. Corp., 490 F.3d 946 (Fed. Cir.
2007).

57 See, eg, Cargill, Inc. v Canbra Foods, Ltd., 476 F.3d 1359, 1364–65 (Fed.
Cir. 2007) for a more general statement of the inequitable conduct
doctrine.

58 See, eg, Molins PLC v Textron, Inc., 48 F.3d 1172 (Fed. Cir. 1995).

59 Kingsdown Medical Consultants, Ltd. v Hollister Inc., 863 F.2d 867 (Fed.
Cir. 1988) (en banc in relevant part).
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alleged infringer must present. It emphasized that clear
and convincing evidence of actual intent to deceive the
PTO must be shown, along with an omission or misre-
presentation of material information, to justify a finding
of inequitable conduct. Contrary to some earlier cases,
it held that a grossly negligent failure to disclose falls
short of the necessary culpability.

Shortly thereafter, the PTO narrowed and clarified
the types of information patent applicants must dis-
close during patent prosecution. For many years, PTO
rules had (i) required applicants and certain related
persons to present all ‘material’ information they had,
and (ii) defined ‘material information’ in broad and
vague terms: anything as to which there was a substan-
tial likelihood a reasonable examiner would consider
important in deciding whether to allow the application.
The courts had adopted this open-ended materiality
test in considering allegations of inequitable conduct.
Notably, the test did not require that information
suggest unpatentability in order to be ‘material’.60

To clarify this vague standard, the PTO commended
formal rulemaking proceedings and, in 1992, adopted
new, narrower, and clearer disclosure requirements. To
be ‘material’ under the new rules, and therefore subject
to the duty of disclosure, information must either: (i)
establish, by itself or in combination with other infor-
mation, a prima facie case of unpatentability of one or
more pending claims, or (ii) refute or be inconsistent
with a position the applicant takes in prosecution.

The Federal Circuit, however, failed to implement
either of these initiatives. A 2006 Federal Circuit
decision addressing the effects of the PTO rule change
refused to give it effect. Emphasizing the judicial
origins of the inequitable conduct doctrine, it down-
played the PTO’s role and held that information
meeting either the old ‘reasonable examiner’ standard
or the new, narrower PTO standard is ‘material’ for
purposes of the doctrine.61 Most subsequent Federal
Circuit decisions followed this approach. Separately,
while some Federal Circuit decisions seemed to apply
the stiff requirements announced by the en banc court
in 1988 for finding of inequitable conduct,62 others
accepted inconclusive evidence of materiality and/or

inferred the necessary degree of culpable intent from
little more than the materiality of the information in
question.63

As a result, the recent case law offers something for
everyone on inequitable conduct and frequently leaves
patents vulnerable to denials of enforceability. More
clarity is required.

Recently, the Federal Circuit has been trying to find
additional clarity. In 2009, the Court imposed stringent
new pleading requirements for allegations of inequit-
able conduct.64 Even more recently, the Court granted
en banc review of a split panel ruling that upheld find-
ings of inequitable conduct. The en banc order seeks
additional briefing on all aspects of the doctrine,
including: (i) whether the test of materiality should
follow the PTO’s rules; (ii) the applicable standard of
fraud or inequity; and (iii) how intent should be deter-
mined and factored into the analysis.65 It remains
unclear whether clearer rules are feasible in this
complex and fact-dominated area.

Patent exhaustion
The doctrine of patent exhaustion holds that the first
authorized sale of a patented product—whether by the
patentee or by its licensee—terminates all patent
restrictions on the item sold. Thereafter, the use, resale,
etc of that particular item is free from patent-based
obligations or restrictions.

Uncertainties long limited exhaustion’s operation. It
was unclear whether method claims were subject to
exhaustion because they do not claim physical products
sold to purchasers. Similarly, sales of products
that largely embody, or enable performance of, claimed
inventions but do not duplicate or perform the
inventions fully or by themselves, might not trigger
exhaustion.

Further, an approach embraced by the Federal
Circuit since 1992 emphasized: (i) an implied contract
theory as the basis for the exhaustion doctrine and (ii)
the related requirement that the sale in question be
‘wholly unconditional’ in order to trigger exhaustion.66

Under this approach, patent holders could prevent
exhaustion by putting special terms in their sale or

60 See, eg, Digital Control, Inc. v The Charles Machine Works, 437 F.3d
1309, 1318 (Fed. Cir. 2006).

61 Digital Control, Inc., above, 437 F.3d 1309.

62 Star Scientific, Inc. v R.J. Reynolds Tobacco Co., 537 F.3d 1357, 1366 (Fed.
Cir. 2008); Exergen Corp. v Wal-Mart Stores, Inc., 575 F.3d 1312 (Fed.
Cir. 2009); see also the cases cited by Judge Newman in dissent in
Ferring B.V. v Barr Laboratories, Inc., 437 F.3d 1181, 1202–03 (Fed. Cir.
2006).

63 See, eg, Praxair, Inc. v ATMI, Inc., 543 F.3d 1306 (Fed. Cir. 2008); Pfizer,
Inc. v Teva Pharms. USA, Inc., 518 F.3d 1353, 1367 (Fed. Cir. 2008);
Ferring B.V. v Barr Labs., Inc., 437 F.3d 1181 (Fed. Cir. 2006).

64 Exergen Corp. v Wal-Mart Stores, Inc., 575 F.3d 1312 (Fed. Cir. 2009).

65 Therasense, Inc. v Becton, Dickinson & Co., 593 F.3d 1289 (Fed. Cir.
2010), rehearing en banc granted 2010 US App. Lexis 9549 (Fed. Cir., 26
April 2010).

66 See, eg, LG Electronics, Inc v Bizcom Electronics, Inc., 453 F.3d 1364,
1369–70 (Fed. Cir. 2006), quoting B. Braun Medical v Abbott Labs., 124
F.3d 1419, 1426 (Fed. Cir. 1997) and Mallinckrodt, Inc. v Medipart, Inc.,
976 F.2d 700, 708 (Fed. Cir. 1992).
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licensing agreements preventing any implied-in-fact
understanding that patent rights on such items would
end with the sale. A variety of post-sale restrictions on
use or disposition of the subject items then could be
imposed and would be enforceable by patent law—far
more effectively than as mere contractual restraints.

In Quanta Computer, Inc. v LG Electronics, Inc.,67

the Supreme Court wiped away some uncertainties
that had limited the exhaustion doctrine and called
others into question. The patented inventions in that
case were methods for improving computer system
performance. LG owned the patents and licensed
them to Intel. The licence agreement stated that no
‘downstream’ usage rights were conferred for the
patented methods if those methods were carried out
in any computer in which licensed parts made by
Intel were combined with other parts made by others.
Intel was required to advise parts-purchasers of this
limitation. Unless exhaustion applied, the assembly,
sale, and subsequent use of the computers containing
the Intel parts in combination with parts from other
suppliers would infringe (or induce infringement of)
LG’s patents.

Quanta and others nevertheless combined the Intel
microprocessors with non-Intel parts in computers
they made and sold, and LG sued them for inducing
infringement of its patents. The Federal Circuit held
exhaustion not applicable but the Supreme Court
reversed that ruling. Narrowly written, the Court’s
opinion and logic suggested broader consequences.

The Court held method claims fully subject to
exhaustion by the sale of parts designed to perform the
claimed methods. Further, it said, substantial, though
not complete, embodiment of the patented inventions
by the item(s) sold would be sufficient to trigger
exhaustion. The Intel products ‘constitute[d] a material
part of the patented invention and all but completely
practice[d] the patent’. This was enough.

The Court also rejected LG’s arguments that the
sales by Intel to the computer makers were not ‘author-
ized’. The licence agreement granted Intel the right to
‘sell’ the subject parts and did not expressly limit that
right based on how those parts would be combined.
Despite several factors that LG argued negated author-
ization, this permission to ‘sell’ was enough for exhaus-
tion purposes.

The Court made no mention of whether the sales in
question were ‘unconditional’ or whether that is a

requirement for exhaustion. This was surprising in
view of the importance of conditionality in the Federal
Circuit’s earlier case law and in its ruling below. Like-
wise Quanta did not address the Federal Circuit’s
exhaustion-weakening implied contract theory,
although the Court’s characterization of exhaustion as
an inherent and automatic limit on patent protection
operating regardless of the intent of the patent holder
or parties to the sale of the patented product seemed
inconsistent with that theory.

Recently, a Federal Circuit decision68 and a separate
District Court decision69 followed Quanta’s impli-
cations, rejected the implied contract theory, and
largely eliminated the ability of patent holders and
licensees to limit exhaustion by including special terms
in their agreements.

Remedies for infringement
‘Permanent’ injunctions
US patents confer on their holders ‘the right to exclude
others from making, using . . . or selling . . . ’ an infring-
ing product in the USA while the patent remains in
force.70 Based largely on this, the Federal Circuit
strengthened the presumption that a ‘permanent’
injunction against continued infringement would be
available to a patent holder who was successful on
infringement and validity at trial. Under its rulings,
entry of an injunction in such circumstances became
essentially automatic. It was irrelevant

† whether the patent holder was making or selling the
patented product, and therefore likely to lose
business or profits from continuing infringement;

† whether an award of continuing damages in lieu of
an injunction would remedy the patent holder’s
losses from continuing infringement; and/or

† whether the infringer’s business had been created
innocently and would be devastated by the injunc-
tion whereas absence of an injunction would cause
no similar harm to the patentee.

In 2006, however, a cryptic ruling by the Supreme
Court in eBay, Inc. v MercExchange L.L.C.71 undercut
this approach. Subsequent lower court decisions have
laid it to rest.

The patent in eBay claimed a business method for
internet sales and was held by a company not practising
the claimed invention but licensing it to others. When

67 553 US 617 (2008).

68 TransCore LP v Electronic Transaction Consultants Corp., 563 F.3d 1271
(Fed. Cir. 2009).

69 Static Control Components, Inc. v Lexmark Int’l, Inc., 615 F. Supp. 2d 575
(E.D. Ky. 2009).

70 35 USC §154(a)(1).

71 547 US 388 (2006).
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licensing negotiations with eBay broke down, the
patent holder sued for infringement and won. The Dis-
trict Court, however, declined to enter an injunction. It
opted instead to award continuing damages for any on-
going infringement. On appeal, the Federal Circuit
reversed and applied its ‘automatic injunctions’ rule.
The Supreme Court, however, granted review and
reversed the Federal Circuit’s decision.

The Court’s unanimous opinion rejected the ‘auto-
matic injunctions’ rule in favour of the traditional
‘four-factor’ test that governs injunctions in most non-
patent contexts.72 It gave little guidance, however, as to
how the test should be applied in patent cases, and two
‘concurring’ opinions revealed major disagreement
among the Justices.

One opinion, subscribed by three Justices, implied
that permanent injunctions should continue to be
entered almost routinely, albeit with a little more atten-
tion being paid to the circumstances of the case. In
contrast, four Justices joined in a separate opinion
emphasizing the changes that had taken place in the
use of patents in recent years. Now, they said, many
patent owners neither invented the claimed technology
nor funded the underlying research, and they neither
commercialized nor supplied the technology. They
simply acquired the patents to enforce them for finan-
cial gain. In these circumstances or where the patented
item is only a small part of a much larger product, an
injunction against continuing infringement serves not
the intended purpose of the patent—encouraging
invention and commercialization of new technology—
but merely enhances the holder’s leverage to extract
excessive licensing fees by threatening to shut-down the
commercializing business. In such cases, courts should
usually deny an injunction and limit the infringement
remedy to damages.

Experience since 2006 seems to follow the four-
Justice concurrence. Where the patent holder’s com-
mercial business is vulnerable to continuing infringing
competition, injunctions are routinely granted. In con-
trast, denials of injunctions have been common where
competition does not exist and, particularly, where the
patent holder is an NPE that had no role in the inven-
tion and is licensing the patent(s) non-exclusively to
multiple licensees (ie a ‘patent troll’).

Given the flexibility and equitable nature of the
four-factor test, specific facts can be important, and
unusual circumstances can produce unusual results.
Nevertheless, patent trolls now usually lack the strong-
est traditional lever for obtaining large royalty pay-
ments by negotiation prior to or during infringement
litigation.

Preliminary injunctions
In stark contrast, preliminary injunctions were tra-
ditionally less common and much harder to get in
patent cases than in non-patent litigation. Many courts
required that the requesting party show not just a ‘like-
lihood of success’ at trial on infringement and validity
but ‘that the patent [was] beyond question valid and
infringed’.73 This often required showing that the
patent had been held valid in prior litigation or that it
had been widely recognized and accepted as valid by
participants in the relevant industry. Further, many
courts refused to find the necessary irreparable harm to
the patentee, even after a strong showing of likely val-
idity and infringement, if the alleged infringer was
solvent and would be able to pay money damages as
compensation for continuing infringement if the paten-
tee prevailed at trial.

Shortly after its birth, the Federal Circuit made pre-
liminary injunctions much easier to obtain. It strength-
ened the statutory presumption that issued patents are
valid and enforceable;74 rejected the view that sub-
sequent receipt of monetary damages for infringement
during the litigation would preclude the showing of
irreparable harm to the patentee for that period (in
fact solidifying a contrary presumption75), and stated a
new, patentee-friendly standard for pre-trial assessment
of likely patent validity and entry of a preliminary
injunction.76

Recently, though this approach has been heavily
attacked, with a number of Federal Circuit decisions
stating a less pro-patentee way of assessing, pre-trial, the
patent’s likely validity. The conflict came to a head in
Abbott Laboratories v Sandoz, Inc.,77 where Sandoz
opposed Abbott’s motion for a preliminary injunction.
While the balance of probabilities lay in favour of the
patentee, some uncertainty as to validity/enforceability
remained. Federal Circuit Judge Newman, with the con-

72 As stated by the Court, that test requires the plaintiff to show (i) that it
has suffered an irreparable injury; (ii) that remedies available at law,
such as monetary damages, are inadequate to compensate for that
injury; (iii) that, considering the balance of hardships between the
plaintiff and defendant, a remedy in equity is warranted; and (iv) that
the public interest would not be disserved by a permanent injunction.

73 Smith International, Inc. v Hughes Tool Co., 718 F.2d 1573, 1578 (Fed.
Cir. 1983).

74 35 USC §282.

75 Polymer Technologies, Inc. v Bridwell, 103 F.3d 970, 974–75 (Fed. Cir.
1996).

76 H.H. Robertson Co. v United Steel Deck, Inc., 820 F.2d 384 (Fed. Cir.
1987).

77 544 F.3d 1341 (Fed. Cir. 2008).
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currence of Judge Archer on the result, affirmed the Dis-
trict Court’s grant of a preliminary injunction. She
argued for a slightly softened version of the pro-paten-
tee rule the Federal Circuit had adopted in its early
years. In a vigorous dissent, Judge Gajarsa cited recent
Federal Circuit decisions applying a less pro-patentee
test. Under this standard, he said, Sandoz had raised a
‘substantial question as to obviousness and inequitable
conduct’, which Abbott had not ‘eliminated’. Accord-
ingly, the preliminary injunction, he said, was improper.

Along similar lines, the Federal Court had developed
a rebuttable presumption that the irreparable harm and
public interest tests for preliminary injunctions are sat-
isfied if the patent holder, at the outset of litigation,
makes a ‘clear showing’ of likely success on validity and
infringement.78 That is arguably inconsistent with the
four-factor test now applied for permanent injunctions
under eBay.79 Although no definitive decision has been
made on this point, the Federal Circuit has agreed, in a
non-precedential ruling, that the presumption is
gone.80 A recent copyright decision by the Second
Circuit based on eBay further undermines the pro-
patent holder presumption.81

Damages awards
Section 284 of the Patent Act sets the measure of
damages for patent infringement: the patent holder’s
actual loss from the infringement ‘but [not] less than a
reasonable royalty for the use made of the invention by
the infringer, together with interest and costs as fixed
by the court’. In recent years, two factors have tended
to inflate ‘reasonable royalty’ awards to very large
amounts: (i) the ‘entire market value rule’ and (ii) the
‘25% rule of thumb’. Recently, Federal Circuit rulings
have reduced or eliminated their inflationary ten-
dencies and cut back the recoveries many patent
holders can expect.

For nearly four decades, the ‘Georgia Pacific factors’
have guided determinations of ‘reasonable royalty’
damages under the Act.82 Their generality allows juries
to consider a wide range of evidence. One factor, in

particular, has led to large jury awards by enlarging the
royalty base to include sales of unpatented components
of a product that includes the claimed invention: when
applicable, the ‘entire market value rule’ allows ‘the
recovery of damages based on the value of an entire
apparatus containing multiple features, even though
only one feature is patented’.83

Early cases applying the entire market value rule
followed the ‘market demand’ approach. That
required the patentee to show that the entire value
of the whole machine, as a marketable article, was
‘properly and legally attributable’ to the patented
feature or that the patented feature ‘was of such
paramount importance that it substantially created
the value of [all of] the component parts’.84 In many
cases, however, weak and ambiguous evidence to this
effect or less stringent rationales, allowed plaintiffs to
include this generous rule in jury instructions as an
available basis for assessing damages. For example,
the more generous ‘single function approach’
required only that the patented and unpatented com-
ponents of a product make up a single assembly, a
complete machine, or a functional unit in order to
allow use of the entire market value rule.85 In other
cases, the very broad ‘marketing dependence
approach’ allowed use of the rule if the unpatented
components were simply ‘normally sold with’
patented components.86

Separately, in a generous simplification of patent
holders’ evidentiary burdens, many courts in recent
decades accepted expert testimony broadly supporting
a ‘baseline’ royalty rate of 25 per cent of the infringer’s
profits on the infringing product. Sometimes subject to
adjustment in accordance with the remaining Georgia
Pacific factors, this ‘25% rule of thumb’ gained
acceptance in the 1970s and thereafter.87 Untethered to
the facts of the case, however, this rule produced
royalty rates largely unrelated to the importance of the
patented invention to the product(s) made or sold by
the infringer, the availability or economics of non-
infringing substitutes, the needs or opportunities of the

78 See n 75, above, and accompanying text.

79 See n 72, above, and accompanying text.

80 Automated Merchandising Systems v Crane Co., No. 2009-1158 (Fed. Cir.,
16 December 2009) (non-precedential).

81 Salinger v Colting, 607 F.3d 68 (2d Cir. 2010).

82 These factors were enunciated in Georgia-Pacific Corp. v United States
Plywood Corp., 318 F. Supp. 1116 (SDNY 1970).

83 Paper Converting Mach. Co. v Magna-Graphics Corp., 745 F.2d 11, 22
(Fed. Cir. 1984). See also Rite-Hite Corp. v Kelley Co., Inc., 56 F.3d 1538,
1549–50 (Fed. Cir. 1995).

84 Marconi Wireless Telegraph Co. v United States, 53 USPQ 246, 250 (Ct.
Cl. 1942), aff ’d in part and vacated in part, 320 US 1 (1943); see also
Rite Hite, above, 56 F.3d at 1549 (citing cases).

85 See Velo-Bind, Inc. v Minnesota Mining & Mfg. Co., 647 F.2d 965 (9th
Cir.), cert. denied, 454 US 1093 (1981); Rite-Hite, above, 56 F.3d at 1550
(listing cases applying this approach).

86 See Paper Converting Machinery Co. v Magna-Graphics Corporation, 745
F.2d 11, 23 (Fed. Cir. 1984); Rite-Hite, above, 56 F.3d at 1550; Micro
Chemical, Inc. v Lextron, Inc., 318 F.3d 1119, 1125–26 (Fed. Cir. 2003);
Minco, Inc. v Combustion Eng’g, Inc., 95 F.3d 1109, 1118 (Fed. Cir. 1996).

87 This rule was arguably justified by empirical studies showing that, for a
number of industries, licence agreements tended to allocate patent
holders approximately 25 per cent of the licensees’ expected profit
margins.
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patent holder or the infringer, or other factors that
would have influenced actual royalty negotiations.

Concerns about excessive damages awards peaked
recently because of a wave of exceptionally high awards
based on reasonable royalty calculations. In 2004, a
patentee won a $520 million jury award against Micro-
soft.88 In 2007 and 2008, juries awarded Lucent Tech-
nologies over $1.5 billion and $365 million,
respectively, following trials against Microsoft and
Gateway.89 And, in 2009, juries awarded damages of
$1.67 billion ($504 million of which was a reasonable
royalty) against Abbott Laboratories90 and $338 million
against Microsoft.91 While some of these awards were
later reduced or reversed, observers referred to a
‘lottery atmosphere’ in damages determinations, and
finders-of-fact seemed to need new judicial guidance
and constraint. Efforts to rein-in big jury verdicts for
infringement were among the principal features of
patent reform bills that were introduced repeatedly in
Congress in the last seven years. So far, however, all
those bills have died with the ends of the respective
Congressional terms.

Recently, in Lucent Technologies, Inc. v Gateway,
Inc.,92 the Federal Circuit supplied some of the needed
guidance and constraint. First, it identified an upgraded
version of the ‘market demand’ approach as the sole
possible basis for applying the entire market value rule,
rejecting the less demanding rationales on which that
rule was sometimes invoked in the past. It faulted
Lucent, as plaintiff, for failing to show that the minor
user interface feature its patent claimed was ‘the
basis—or even a substantial basis—of the consumer
demand’ for the large computer programs referenced
in the damages calculations. Equally important, the
Court set much more rigorous standards for the types
of evidence patent holders must adduce to support
their proffered ‘reasonable royalty’ rates. It admonished
litigants to present evidence that truly supports their
positions on damages and trial courts to be more vigi-
lant in ensuring (i) that the jury’s award approximates

what the parties would have negotiated had they
entered into a licence agreement for the patented tech-
nology and (ii) that the result is ‘economically justified’.
Other recent rulings have strengthened these limiting
precepts.93

Separately, the Federal Circuit recently barred use of
the 25 per cent rule of thumb. In Uniloc USA, Inc. v
Microsoft Corporation,94 it condemned that rule as ‘a
fundamentally flawed tool’ for determining damages
because it fails to tie proof of damages to the particular
facts of the case. Accordingly, it falls well short of the
standards of admissibility for expert submissions, and
evidence using it is no longer admissible. The Court
also reiterated its recent insistence that any evidence
supporting a ‘reasonable royalty’ rate, such as other
licence fee arrangements, be truly comparable to the
facts before the Court, eg, as to the subject inventions
and their importance in the products sold, the parties
and their economic interests, and other relevant cir-
cumstances.95

The effect of these recent rulings is only now being
felt. Without question, they spell greater difficulty and
expense for patent holders seeking to prove substantial
‘reasonable royalty’ damages and substantially smaller
monetary awards for many otherwise successful paten-
tee plaintiffs.

Observations
Despite the inability of Congress to pass legislation
reforming patent law in the USA,96 substantial ‘reform’
has been achieved by judicial means. We now have
weaker US patent enforcement than we have known for
more than 20 years. In part, this seems to reflect the
view, stated in several quarters recently, that sometimes
stronger patents can actually impede innovation.

The recent retrenchment is diverse in its specifics
but broad in scope. Its elements include many adjust-
ments to patent enforcement having independent
origins and operation but a unifying theme: they have

88 Eolas Technologies, Inc. v Microsoft Corp., 70 USPQ.2d 1939 (N.D. Ill.
2004), vacated in part on other grounds, 399 F.3d 1325 (Fed. Cir. 2005).

89 Lucent Techs, Inc. v Gateway, Inc., 509 F.Supp.2d 912 (SD Cal 2007)
(JMOL vacating jury award), aff ’d., 543 F.3d 710 (Fed. Cir. 2008); Lucent
Techs., Inc. v Gateway, Inc., 580 F. Supp. 2d 1016 (SD Cal 2008), aff ’d in
part, vacated in part, and remanded, 580 F.3d 1301 (Fed. Cir. 2009).

90 Centocor Ortho Biotech, Inc. v Abbott Laboratories, No 2:07-CV-139-TJW
(ED Tex, 29 June 2009).

91 See Uniloc USA, Inc. v Microsoft Corp., 640 F. Supp. 2d 150 (DRI 2009).

92 580 F.3d 1301 (Fed. Cir. 2009).

93 ResQNet.com v Lansa, Inc., 594 F.3d 860 (Fed. Cir. 2010); Wordtech
Systems, Inc. v Integrated Network Solutions, Inc., 609 F.3d 1308 (Fed. Cir.
2010); Uniloc USA, Inc. v Microsoft Corp., ___ F.3d ___ (Fed. Cir., 4
January 2011), discussed below.

94 ___ F.3d ___, 2011 US App. LEXIS 11 (4 January 2011).

95 Uniloc, Slip Op at 41–7.

96 In early 2011, as in each of the three preceding Congresses, a patent
reform bill was introduced in the newly convened 112th Congress. As
introduced, S. 23 continued the narrowing process that had reduced the
provisions of a series of prior reform bills. Its initially narrow provisions
became even less substantial when essentially all the litigation-
enforcement related provisions were dropped in amendments soon after
its introduction. Amended S. 23 was well received in the US Senate, and
it passed that body on March 8, 2011. Its prospects in the US House of
Representatives are uncertain. If enacted, amended S. 23 would make
some conceptually significant modifications to the US patent system. Its
impact from a business and economic standpoint and its effects on the
rights of patent holders and potential infringers, however, would be
modest – far less substantial than the effects of the recent judicial
retrenchment in US patent enforcement.
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broadly, though unevenly, ratcheted back the advances
in patentee power achieved in the recent strong-patents
era. Particularly affected in a negative way are three
groups of patent holders: (i) those that do not com-
mercialize the machines or methods claimed in their
patents, especially where the patent holder did not
invent or support the inventive efforts; (ii) holders of
non-technological business method patents; and (iii)
individual inventors and small entity patent holders
generally. As to the first two groups, the changes may
be viewed as a welcome sign that the US courts recog-
nize the key objective of patent protection is to reward
technological innovation and encourage commercializa-
tion of new technology.

Harder to view with favour are the effects on the
third group. Financially weak patent holders have lost
multiple tactical and procedural advantages that, in
combination, helped them litigate toe-to-toe with
larger, stronger infringing enterprises. In many cases in
the past few years, these advantages helped

small patent holders obtain reasonable licensing
arrangements without substantial litigation and/or get
reputable law firms to try their claims on a partial or
full contingent-fee basis. Over the long term, the
changes may discourage innovation and disclosure of
advances by reducing the effective patent protection
available to those in this group.

The recent changes affect, more or less strongly,
most US patent applications, most licensing initiatives
by holders of US patents, and most cases in which US
patents are asserted or challenged. Many licensing
initiatives and disputes are reaching less patentee-
favourable outcomes than would have resulted without
the retrenchment. Producers and traders active in the
US face reduced risk from allegations of patent infrin-
gement. The core of US patent protection is largely
unchanged, and infringement suits can still result in
injunctions and big-dollar judgments and settlements.
But the practicalities in most cases have changed con-
siderably—in favour of alleged infringers.
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