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 It is common practice in the licensing industry 
restrict licensees to defined channels of distribu-
tion as an important measure of quality control 
and maintaining brand standards. This is usually 
accomplished in one of two ways: a grant of a spe-
cific channel with a reservation of rights, or a spe-
cific prohibition of certain channels. To this point, 
it appears that no court has dealt with the legality 
of excluding a specific channel of distribution as 
opposed to an affirmative grant of only certain chan-
nels with a reservation of rights. Regardless, it mat-
ters little how such a restraint is worded in a license 
agreement because the relevant analysis examines 
the effect of the restraints. Thus, in instances when 
the impact on market competition would be the 
same, or the restriction would be enforced in essen-
tially the same way by the licensor, legally it would 
not matter if it was a grant of channels of distribu-
tion with rights reserved or a specific prohibition 
against certain channels of distribution. In what 
context would it not matter, that is  , legal, practical, 
commercial? 

 If a legal challenge was brought against an outright 
exclusion of a particular territory or distribution 
channel, it appears it would be handled the same way 
as territorial or customer restraints and would be 
analyzed under the rule of reason as a vertical non-
price restraint. However, vertical non-price restraints 

rarely are challenged, and even more obviously anti-
competitive vertical restraints, such as retail price 
maintenance, seldom are challenged and more sel-
dom held to be anticompetitive.  

 Thus, it appears unlikely that a challenge to a chan-
nel of distribution restraint would ever succeed.  

 Nonetheless, if a challenge was brought, it would 
be analyzed under a rule of a reason approach as 
was done in Continental Television, Inc., et al. v. GTE 
Sylvania Inc., Leegin Creative Leather Products, Inc. v. 
PSKS, Inc., and Graphic Prods. Distribs. v. Itek Corp., 
in which the restraints are similar in effect, but not 
exact in either their context or form.  

 In these cases, the restraints being challenged were 
of territory and customers, both warranting the rule 
of reason analysis that is likely applicable to chan-
nel of distribution restraints. To be upheld under 
the rule of reason, logically, the procompetitive 
effects of the restraint (if any) must offset any harm 
to competition. In ascertaining the net impact on 
competition, courts previously have examined the 
purpose of the restraint, the effect of such restraints 
in limiting interbrand and intrabrand competition 
in the relevant marketplace, and the market share of 
the one imposing the restraint. So long as interbrand 
competition is strong, courts typically find  territorial 
restraints lawful under the rule of reason. Thus, it 
is rare that a vertical non-price restraint garners 
enough force, or the imposer of the restraint has a 
large enough market share (usually 51 percent or 
greater), to render it a violation of Section 1 of the 
Sherman Antitrust Act.  

 Interbrand and Intrabrand 
Competition—Balance of Pure 
Effects on Competition 

 The crux of the analysis is determining the inter-
action between intrabrand restraints and interbrand 

 Do You Have a License to Restrain 
Licensees?—Antitrust Implications 
of Restraining Channels of Distribution 
in Licensing Agreements 
 Edmund J. Ferdinand, III and Michael Howald 
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competition. Generally, the courts have permitted 
a decrease in intrabrand competition in order to 
increase interbrand competition, and as long as 
interbrand competition is not undermined, vertical 
restraints likely will be held as legitimate under the 
rule of reason.1  

 It is essential to define the sometimes  confusing 
terms interbrand and intrabrand competition. 
Interbrand competition is competition between 
rival brands of the same goods or services, such as 
television sets. In contrast, intrabrand competition 
is competition among distributors of a sole manu-
facturer’s same goods or services. A good example 
of both can be seen in car dealerships. When a 
Volvo dealership competes with other Volvo dealer-
ships for customers they are engaging in intrabrand 
competition, but when they compete with dealers of 
Ford or GMC cars they are engaging in interbrand 
competition.2 The difference between the two forms 
of competition is that intrabrand competition lies 
within  the  distribution chain for a single manu-
facturer’s products, while interbrand competition 
involves rival distribution chains of different manu-
facturer’s products.3 Of course, the different manu-
facturer’s products must be in the same market in 
order to compete (see below).  

 Conceptually, it is imperative to understand that 
intrabrand and interbrand competition can, but do 
not necessarily, increase or decrease together. Thus, 
often times when a manufacturer seeks to reduce 
intrabrand competition the policies also will reduce 
interbrand competition or vice versa.4 However, in 
many cases, an effort to intrabrand competition 
actually will increase interbrand competition. This 
occurs when a   manufacturer attempts to increase 
interbrand competition by curtailing certain forms 
of intrabrand competition within its own distribu-
tion chain, which could include cutting quality and 
services, in addition to price cutting. An increasing 
phenomenon that may be a reason for many of the 
territory and distribution prohibitions, and which 
these methods are designed to curtail is known as 
“free riding.” Free riding occurs when successful 
marketing of a product to consumers requires con-
siderable pre-sale education by trained salespeople 
and considerable follow-up support and service 
after sale.5 If a manufacturer of these products 
allows some distributors to compete primarily by 
cutting their prices, without offering the same level 
of quality in sales, service, and support as others, 
the price-cutters will take a free ride on the product 
distributors.6 

 Over the long run, these free riders will take sales 
away from those distributors who have chosen the 

higher cost method of providing knowledgeable and 
trained salespeople, along with support and service, 
and perhaps drive them out of business. One com-
mon example of free riders occurs in the sale of 
camping and survival gear. Because of how important 
the quality and fit of the gear is, many consumers go 
to places such as REI where they can talk with and 
get advice from experienced salespeople before buy-
ing these products. However, after getting this advice, 
the same consumers often go elsewhere or online to 
buy the products at a cheaper price from those chan-
nels that can afford to cut prices because they do not 
provide the same level of information or expertise to 
the customer.  

 By allowing this kind of unrestricted intrabrand 
competition to exist, where distributors compete 
fiercely amongst each other, these free riders can 
impair the manufacturer’s ability to wage effective 
interbrand competition.7 This inability to compete 
comes to fruition when intrabrand battles escalate 
into price dropping wars, which result in decreas-
ing the quality of information and services provided, 
as well as the marketing tools employed, such as 
displays. Eventually, the lower prices will not cap-
ture customers because of the disappearance of the 
marketing devices and knowledgeable salespeople 
for those brands.8 This is true especially with certain 
products, such as the aforementioned camping and 
survival gear that people rely on to save their lives. 
The customers will want to get the information about 
the product and have an insurance policy, warranty, 
or service station in place to help fix their products if 
they fail. The only potential remedy to the free rider 
problem is to allow manufacturers to curtail such 
free riding through reasonable vertical restraints that 
lead to increased interbrand competition.  

 In the case of limiting the channels of distribu-
tion, as is often done in licensing agreements, it 
can be claimed that they act to counter free riding. 
Through the prohibition of certain channels of dis-
tribution that inherently free ride,  that is , e-retailers, 
outlets, or wholesalers, a manufacturer can ensure 
that interbrand competition remains strong by only 
allowing those willing to take the proper measures 
to market and sell their brand of products to carry 
their products. On the other hand, if a manufacturer 
wants to allow intrabrand competition by way of free 
riders that cut prices, they can still do so. Thus, the 
manufacturer has the choice of how best to increase 
interbrand competition because vertical restraints 
can be legitimate.  

 Thus, GTE Sylvania and its progeny, including 
Leegin Creative Leather Products, allow manufac-
turers to control their dealers and distributors and 
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thereby enhance interbrand competition as they 
see fit. The decisions give manufacturers the leni-
ency to curtail the free rider effect through vertical 
restraints, such as territorial or channel of distribu-
tion restraints, which if imposed horizontally among 
distributors or dealers would be illegal per se. By 
allowing such vertical restraints to survive legal scru-
tiny, if they are procompetitive or neutral under the 
circumstances, these decisions give manufacturers 
considerable discretion to decide how they will wage 
interbrand competition and to force all participants 
in their distribution scheme to conform to their com-
petitive plan.  

 Thus, generally, if the restraint increases inter-
brand competition, even if at the cost of intrabrand 
competition it likely will be found to be legitimate.  

 Market Definition and Market 
Power—Where Reason Resides: 
Validations for Those That 
Appear Invalid under Pure 
Effects and Invalidations 
for Those That Appear Valid 
under Pure Effects 

 Increasing interbrand competition is not the only 
piece of the analysis. Often, policies that decrease 
interbrand competition are found to be valid because 
they have a minimal impact on the market vis-à-
vis the small market power of the manufacturer 
imposing them.9 Additionally, sometimes when a 
restraint increases interbrand competition, it can be 
found invalid if in the long term it is found likely to 
force other less dominant manufacturers out of the 
market.10  

 First, the market that is to be analyzed must be 
defined. The focus of the entire analysis is on com-
petition, and products do not compete if they are not 
in the same market. Thus defining the proper market 
is an important step in this antitrust analysis. To be 
considered in the same market, the products must 
appear reasonably interchangeable with each other 
in the consumer’s eyes (must have a positive cross 
elasticity).11  

 Once the relevant market has been defined, the 
next step in analyzing the effect on competition is 
an estimate of the market power held by the alleged 
brand in violation.  

 In one extreme market, a particular brand of prod-
uct may be so strong that it defines or dominates the 
market. In this extreme there may be no such thing as 

interbrand competition and therefore little reasonable 
explanation for imposing intrabrand restraints as a 
means for enhancing interbrand competition. Thus, if 
a brand of product clearly dominates the market, the 
prohibitions on territory or channels of distribution 
will be more likely seen as violating antitrust law.  

 In the opposite extreme, when the defined mar-
ket contains a large number of competing brands, 
each with a small market share and consequently 
no or very minute market power, it is more reason-
able to allow manufacturers of competing brands 
to restrain intrabrand competition for the purpose 
of enhancing interbrand competition as they see 
fit because when the manufacturer of the brand 
imposing the restraints does not have a significant 
market share, the restraints are likely to be seen 
as a way to sustain themselves and increase their 
interbrand competitiveness, especially if they are 
struggling, thereby increasing competition.12 As 
opposed to the view that likely will be taken when 
a dominant brand of products in the market takes 
the same measures,  i.e. , for the purpose of forcing 
others out of the market or increasing competition 
to a point that is unsustainable by those with mini-
mal market share. 

 Thus, when a company or brand has greater mar-
ket power, especially if that power is over 50 percent 
of the market, the more likely it is that prohibitions 
against channels of distribution or territories will be 
found to be a violation of antitrust law. However, if 
one has more limited market power it is more likely 
that the same prohibitions will be seen as a legitimate 
way to compete, sustain themselves, and increase 
interbrand competition in the market.  

 It is important to note that market power is not dis-
positive as to the reasonableness of vertical restraints.13 
An analysis cannot end at this point, but the general 
premise remains that the closer to dominance a brand 
is, the more likely the effect of the restraint will be 
viewed as anticompetitive in the interbrand market 
and, thus companies in this position should exercise 
caution. On the other hand, if the market share is 
relatively small, the more likely it becomes that the 
restraint will be found to have insufficient impact on 
interbrand competition to be unreasonable.    

 Purpose and Other 
Relevant Factors 

 Courts will analyze the purpose and effect of 
the restraint, and all other factors they find rel-
evant. Interestingly, courts frequently indicate that an 
unlawful purpose, in the absence of anticompetitive 
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effects does not violate Section 1 of the Sherman 
Antitrust Act under the rule of reason analysis. This 
clearly demonstrates the supreme reliance that the 
court places on the analysis of the effects of the 
restraints on competition. All of the factors the courts 
analyze ultimately are intended to answer the ques-
tion of whether or not there is an effect on interbrand 
competition in the long or short term, and whether 
that effect is pro- or anticompetitive. Once the most 
important question is answered, the pure effect on 
competition and reasonableness is either established 
or not in light of market power, tertiary factors, with 
their very limited sway, are thrown into the equation.  

 Conclusion 
 In conclusion, in drafting a licensing agreement for 

a client who wishes to restrain its licensee to certain 
channels of distribution, such as better department 

stores, or exclude certain channels such as outlets, 
the effect this vertical restraint will have on inter-
brand competition must be considered. Furthermore, 
those with greater market shares must take extra 
caution to ensure that their restraints will not drive 
other competitors from the market, while those with 
smaller market shares will have a much less diffi-
cult time surviving legal scrutiny. In the end, if this 
restraint is neutral or increases interbrand competi-
tion in both the long and short term it likely will be 
upheld as legitimate, and if it decreases interbrand 
competition in either the long or short term it likely 
will be held to be invalid barring any reasonable 
explanation for such a decrease. Finally, it is not the 
form of the restraint in the license agreement that 
matters,  that is , if it is a negative restriction or an 
affirmation of channels with a reservation of rights, 
it is about the effect such restriction ultimately intro-
duces to the commercial marketplace.  

 1. See Leegin Creative Leather Products, Inc. v. PSKS, Inc., 551 U.S. 877 
(2007), Continental T.V., Inc. v. GTE Sylvania Inc., 433 U.S. 36 (1977), 
State Oil Co. v. Khan, 522 U.S. 3 (1997), Volvo Trucks North America, 
Inc. v. Reeder-Simco GMC, Inc., 126 S.Ct. 860 (2006).

 2. Licensing of Intellectual Property § 6.05(2)(c)(i).
 3. Id.
 4. For example, when a distributor cuts prices on a single manufacturers 

product, say a specific Volvo model from the car dealership hypotheti-
cal, it will simultaneously strengthen intrabrand competition (competi-
tion between other dealerships of the same manufacturer’s products), 
and interbrand competition (competition with products made by other 
manufacturer’s like Ford or GMC). 

 5. See Licensing of Intellectual Property § 6.05(2)(c)(i), 1-19 Antitrust Laws 
and Trade Regulation, 2nd Edition § 19.01(2). 

 6. Id.
 7. Id.
 8. For example, in the camping gear hypothetical REI may choose to 

stop carrying the brand, or may not put the same effort into sales of 
the brand because the other cheaper channels are available and are 
stealing sales of that specific manufacturer’s product. This in turn then 
leads consumers to other brands that are better marketed, and are 

presented by knowledgeable salespeople. Eventually the only brands 
left in these high quality stores, and the only brands that will be able to 
compete effectively interbrand, will be those that restrained intrabrand 
competition. Essentially these higher cost stores will lead consumers 
towards the brands they will be able to sell the consumer, not the 
brands that they believe the consumer will go elsewhere for, and then 
those brands that are given less attention for this reason may eventually 
fall into obscurity even though their prices are lower than competing 
brands.

 9. 1-19 Antitrust Laws and Trade Regulation, 2nd Edition § 19.02.
10. See Graphic Prods. Distribs., Inc. v. Itek Corp., 717 F.2d 1560 (11th Cir. 

1983). 
11. Licensing of Intellectual Property § 6.05(2)(c)(ii).
12. See Continental T.V., Inc., 433 U.S. at 63 (explaining that when a com-

pany is faltering vertical restraints are reasonable because they can be 
viewed as attempt to effectively compete at the interbrand level, and the 
increase in market share by GTE Sylvania showed this dedication to 
increasing interbrand competition).

13. 1-19 Antitrust Laws and Trade Regulation, 2nd Edition § 19.02.
14. See Fuchs Sugars & Syrups, Inc. v. Amstar Corp., 602 F.2d 1025 (2d Cir. 

1979).
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  Copyright Suits against Patent Firms 
Raise Substantive Procedural and 
Licensing Issues 
  Paul Linden and Steve Gillen  

 Paul Linden and Steve Gillen are attorneys in 
the intellectual property firm of Wood Herron & 

Evans. Mr. Linden focuses his practice on 
intellectual property litigation and Mr. Gillen 
focuses his practice on publishing and media 

matters. The authors may be reached at  plinden@
whe-law.com  and  sgillen@whe-law.com , 

respectively, or 513-241-2324 . 

    Since 1836, lawyers representing their clients 
before the US Patent Office have assumed that they 
did not need permission or a license to make the 
copies of technical literature that they then submit to 
the Patent Office in fulfillment of their obligation to 
disclose fully what they and their clients know about 
relevant prior art. That may be about to change.  

 Changes in publishing in recent years have put 
increasing pressure on publishers to find and maxi-
mize new sources of revenue. Perhaps it was these 
pressures that last year prompted John Wiley and 
Sons, a global publishing company with more than 
half of its $2B per year in revenue coming from its 
scientific, technical, and medical publishing busi-
nesses (STM), and the American Institute of Physics 
(AIP), also a publisher of technical and scientific 
materials, to file four lawsuits in four major cities 
across the country against law firms who file and 
prosecute patent applications on behalf of clients. In 
each of the lawsuits, the publishers, as the owners of 
the copyrights in certain STM publications, claimed 
that the law firms infringed their copyrights by mak-
ing unauthorized copies of articles in the course of 
their representation of patent clients. More specifi-
cally, the publishers alleged that when the law firms 
make copies of articles, in their entirety and without 
the publishers’ permission, for their or their client’s 
files, or for submission to the Patent Office, they 
infringe the publishers’ copyrights. In each case, the 
publishers argued that such copies made by law firms 
provide a commercial benefit to the firms and their 
clients.  

 One of the cases, in Kansas City, appears to have 
settled quickly. Another, in Dallas, has been decided 
in favor of the patent firm on a motion for sum-
mary judgment. The other two, in Chicago and 
Minneapolis, are deep into discovery and motion 
practice. In response to the publishers’ infringement 
claims, each of the law firms is arguing that its actions 
are protected by fair use, a defense to copyright 
infringement. The US Patent Office has intervened in 
each of the Dallas, Chicago, and Minneapolis cases 
because of the policy implications involved, and also 
argues that the law firms’ actions constitute fair use. 

 What Do the Patent Office 
Rules Require Regarding 
Disclosure? 

 Attorneys and their staff make copies of such 
articles, coined “non-patent literature” or NPL, and 
submit them to the Patent Office because they are 
required to by the regulations. 1    More specifically, 
each individual associated with the filing and pros-
ecution of a patent application has a duty of candor 
and good faith in dealing with the Patent Office. This 
duty applies regardless of whether the individual is 
an inventor, the inventor’s assignee (often the inven-
tor’s employer), or a patent attorney. This duty of 
candor and good faith includes a duty to disclose to 
the Patent Office all information that is “material” to 
patentability. This duty usually is fulfilled by patent 
attorneys filing Information Disclosure Statements 
(IDS), which must include a legible copy of each pub-
lication, or the relevant portion of the same.  

 After the Patent Office intervened in each of these 
cases, the publishers amended their complaints to 
drop the claims for the copy submitted to the Patent 
Office and for one archival copy. However, the pub-
lishers maintained the claims for additional file cop-
ies, for copies sent to clients, for internal discussion 
copies, and for copies attached to emails, and so 
on. The impact of this amendment was to make the 
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claims in these cases very like the claims that were 
sustained in the  Texaco  case discussed below. 

 If the Submission of These 
Copies Is Required by 
Regulation, Must That 
Be a Fair Use? 

 As readers of this journal, probably know, the test 
for fair use is set out in Section 107 of the copyright 
statute, which provides that whether a particular 
use is “fair use” is determined by considering four 
factors:  

1.    The purpose and character of the use, including 
whether such use is of a commercial nature or is 
for nonprofit educational purposes; 

2.    The nature of the copyrighted work; 
3.    The amount and substantiality of the portion 

used in relation to the copyrighted work as a 
whole; and 

4.    The effect of the use on the potential market for 
or value of the copyrighted work.  

   The Supreme Court last dealt with fair use in 
the case of  Campbell v. Acuff-Rose . 2    In  Campbell, 
 the Court emphasized that there is no bright-line 
rule when it comes to fair use. Rather,  each  of the 
four factors has to be considered and they all must 
be weighed together. Regarding the first factor, the 
 Campbell  Court declared that commercial use is 
not fatal to a fair use claim. However, the accused 
commercial use of the copyrighted material must 
be “transformative.” In deciding whether a use of 
copyrighted material is transformative, the Court 
looks to whether “the new work merely supersedes 
the objects of the original creation, or instead adds 
something new, with a further purpose or different 
character.” 

 In  American Geophysical v. Texaco , 3    the Court of 
Appeals for the Second Circuit found no fair use 
when a company’s researchers photocopied individ-
ual journal articles for later use. With respect to the 
first factor, the court analyzed whether the actions of 
the researchers constituted commercial use, trans-
formative use, and a reasonable and customary 
practice. The court found that, overall, the first fac-
tor favored the publishers, in part because the policy 
of making archival photocopies served “the  same 
purpose for which additional subscriptions are nor-
mally sold, or … for which photocopying licenses 
may be obtained.” Notably, this case also tells us that 
internal use in the context of a commercial endeavor 

can be a “commercial” use even though copies are 
not being sold.  

 The court’s analyses of the second and third factors 
are highly applicable to the copying of journal articles. 
Regarding the second factor, the court found that the 
nature of the works, as academic journals, was essen-
tially factual in nature and thus favored the Texaco 
researchers. Regarding the third factor, the amount 
and substantiality of the portion used, the court found 
that because the researchers copied the articles in 
their entirety, this factor favored the publishers. 

 With respect to the fourth factor, because it was 
the copyrights in individual articles (rather than the 
copyrights in the journals as collective works) that 
were alleged to have been infringed, the court focused 
its analysis on the effect of this copying on the market 
for individual articles, rather than on the market for 
journal issues and volumes. The court found that lost 
licensing revenue and fees, such as those obtained 
from document delivery services (which pay royal-
ties to publishers) or through photocopying licenses, 
should be part of the analysis of the fourth factor 
when individual journal articles are involved. Overall, 
the court concluded “that three of the four statutory 
factors, including the important first and fourth fac-
tors, favor the publishers” and affirmed the finding 
of the District Court that the photocopying of the 
articles was not fair use.  

 The Patent Office has done its own internal fair 
use analysis and, without reference to the  Texaco  
decision, has come to a very different conclusion 
on facts that are parallel in many ways. 4    About the 
submission of NPL by applicants, the Patent Office 
memo argues that the applicants are not “exploit-
ing” the copyrighted work; instead they are merely 
submitting it pursuant to a legal requirement. The 
memo also argues that such use is transformative in 
that although the subject work has not been changed 
or added to, it is being used for a purpose other than 
its original intended purpose. The Dallas court was 
persuaded by these arguments. It remains to be seen 
whether the other two courts will be persuaded by 
this new twist on an old test. 

 The Remaining Cases Present 
Interesting Evidentiary Issues 

 Despite Judge Lynn’s decision that the patent law 
firms’ use of copyrighted material during the patent 
application process constitutes fair use, 5    the other 
two pending federal lawsuits in Minneapolis 6    and 
Chicago 7    press forward on the merits. To the extent 
those courts decline to follow Judge Lynn’s lead, 
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important issues remain regarding what information 
the Publishers will be permitted to explore to make 
their claims for copyright infringement and defeat 
the law firms’ and Patent Office’s assertion of the fair 
use defense.  

 Specifically, the courts in Minneapolis and Chicago 
must determine whether to permit the Publishers to 
access communications between the Patent Office and 
the Copyright Office regarding the issues involved in 
these cases. While those communications may shed 
light on the Patent Office’s position that the use of 
copyrighted material by law firms during patent prose-
cutions constitutes fair use, a Magistrate Judge already 
has denied the Publishers’ Motion to Compel the pro-
duction of those documents and determined that the 
Copyright Office communications were not relevant. 8    

 Additionally, the courts likely will be called on to 
determine whether the Publishers should be per-
mitted to access the law firms’ prosecution files or 
whether those files are protected under the work 
product doctrine. Now that the Publishers have 
dismissed their infringement claims with respect to 
copies of copyrighted material filed directly with the 
Patent Office, the only gauge of appropriate damages 
is to determine the number of articles copied by the 
law firms for internal use. However, the work product 
doctrine may keep those files out of the Publishers’ 
hands.  

 The remainder of this article focuses on those two 
important questions. The first question is whether 
the District Court Judge in Minneapolis will overrule 
a Magistrate Judge’s recent decision that memo-
randa exchanged between the Patent Office and 
the Copyright Office are not relevant to any issues 
raised by Publishers’ claims and the law firms’ and 
Patent Office’s defense. Moreover, even if the court 
finds that those communications are indeed relevant, 
the court then will be required to further determine 
whether those communications are privileged.  

 The second question involves the extent to which 
the work product doctrine protects disclosure of 
materials from the prosecution files maintained by 
patent practitioners. Evaluating the damage for this 
infringement will involve taking a peek into prosecu-
tion files. But as Judge Lynn ruled, she would not per-
mit the Publishers to “slop around to find something 
bad” in law firms’ practices. 9    

  The Courts Will Decide if the Patent 
Office Must Produce Copyright Office 
Memoranda

     Among the interesting issues yet to be resolved in 
the Minneapolis litigation is whether the Publishers 

will be permitted to conduct discovery regarding 
interagency communications between the Patent 
Office and the Copyright Office. On April 16, 2013, 
the Publishers sought a court order compelling the 
Patent Office to produce 16 documents transmitted 
between the Patent Office and the Copyright Office 
prior to the Patent Office’s intervention (16 Copyright 
Office Documents). 10    The Patent Office withheld the 
16 Copyright Office Documents under a theory that 
each was protected by a number of privileges, includ-
ing attorney–client privilege, work-product doctrine, 
and deliberative process privilege. The Patent Office 
included each document on its privilege log.  

 After an April 30, 2013 hearing on the issue, 
Magistrate Judge Jeffrey J. Keyes denied the 
Publishers’ Motion to Compel. Without issuing a 
written opinion, Magistrate Judge Keyes found that 
the 16 Copyright Office Documents were not relevant 
to the issues arising in the case. 11    The Publishers have 
sought review of that ruling by the District Court 
Judge, pursuant to 28 U.S.C. § 636, objecting to the 
Magistrate Judge’s finding that the 16 Copyright 
Office Documents were not relevant. As of this writ-
ing, the Patent Office has not yet filed a response to 
the Publishers’ objections to the Magistrate Judge’s 
ruling. 

 In their objection to the Magistrate Judge’s ruling, 
the Publishers assert that the court erred in finding 
the 16 Copyright Office Documents not relevant. 12    
They further allege that the 16 Copyright Office 
Documents were not privileged under the delibera-
tive process privilege. 13    While the Publishers did not 
expressly address the Patent Office’s previous claim 
that 16 Copyright Office Documents are subject to the 
attorney–client privilege and work product doctrine, 
they did note that the Magistrate Judge “suggested” 
during the hearing that those privileges did not apply 
to the 16 Copyright Office Documents. 14    

 The 16 Copyright Office Documents 
Are Discoverable 
 With respect to its first argument, the Publishers 

maintain that the 16 Copyright Office Documents are 
relevant because they could be used to rebut the testi-
mony of the Patent Office’s General Counsel, Bernard 
Knight, should he be called to testify regarding the 
Patent Office’s fair use position. In their objection, 
the Publishers note that the Patent Office has stated 
that Mr. Knight will testify concerning “the impact 
[of the decision in this action] on patent examination 
and the public interest.”  

 The Publishers posit that, because the 16 Copyright 
Office Documents involve the same subject matter as 
Mr. Knight’s testimony, the court could reasonably 
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infer, among other things, that the Copyright Office 
made substantive comments concerning the Patent 
Office’s position regarding fair use and that those 
comments differed from the position asserted by 
the Patent Office. In support of these inferences, the 
Publishers ask the court to accept as true the premise 
that the Copyright Office would not produce non-
substantive comments to the Patent Office’s inquiries 
and that had those comments been favorable to the 
Patent Office’s position, then the Copyright Office 
also would have intervened. 15    

 The Publishers further maintain that the 16 
Copyright Office Documents could be used to 
challenge Mr. Knight’s credibility inasmuch as his 
expected testimony may reflect a position contrary to 
the input he received from the Copyright Office. To 
the extent that the 16 Copyright Office Documents 
indicate that the Copyright Office does not agree that 
law firms’ use of copyrighted material during patent 
prosecution falls within the scope of fair use, then, 
the Publishers allege, Mr. Knight’s testimony could be 
said to promote the interest of patent law firms and 
not necessarily the public’s interest. 16   

    As of this writing, the Patent Office has not yet 
filed its response to the Publishers’ objections to the 
Magistrate’s ruling regarding the 16 Copyright Office 
Documents. However, in its initial opposition to 
the Publishers’ Motion to Compel, the Patent Office 
asserted that its communications with the Copyright 
Office are not relevant for a number of reasons. 17    
Without citation to any authority, the Patent Office 
reasoned that “[w]hat individual government officials 
said or thought about how the law ought to apply in 
this context during the period before the government 
officially announced its legal position in its interven-
tion papers in this action is, as an evidentiary matter, 
inadmissible.”  18    

 The Patent Office further alleged, again with-
out citation, that interagency discussions regarding 
appropriate legal positions “would be nothing more 
than a confusing sideshow at trial, no more relevant 
and no less confusing than predecisional discussions 
between the publishers and their lawyers before they 
filed this action.” 19    

 Finally, the Patent Office asserted that the Publishers’ 
position that Mr. Knight’s view “abdicated to patent 
law groups” was incorrect on the merits. The Patent 
Office appeared to take the position that Mr. Knight’s 
consultation with two former high- ranking Patent 
Office officials, each having what the Patent Office 
characterized as “recent and substantial experience in 
leadership positions at the US Patent Office,” was not 
relevant to its position regarding fair use. The Patent 
Office concluded stating that the Publishers were 

entitled to present arguments contrary to the Patent 
Office’s position on the merits, but were not entitled to 
“pierc[e] the US Patent Office’s privileges in litigation 
to obtain irrelevant evidence … .”  20    

 On consideration of the Magistrate Judge’s ruling, 
the District Court should take a hard look at the ratio-
nale behind the Patent Office’s arguments regard-
ing relevance. With respect to its argument that 
what individual government officials thought about 
the law was inadmissible, the Patent Office clearly 
misconstrues the scope of discovery. As any first 
year law student knows, information is discoverable 
regardless of its admissibility. Rule 26 of the Federal 
Rules of Civil Procedure provides that “[r]elevant 
information need not be admissible at the trial if 
the discovery appears reasonably calculated to lead 
to the discovery of admissible evidence.”  21    Despite 
the Patent Office’s arguments to the contrary, the 
admissibility of the 16 Copyright Office Documents 
is not currently at issue. Rather, the District Court 
must instead determine whether production of those 
documents, which undoubtedly include rationale 
supporting their view, is likely to lead to the discovery 
of admissible evidence.  

 The Patent Office’s second argument—that the 
introduction of inter-agency discussions would 
create a “sideshow” whose lack of relevancy is 
akin to introducing communications between the 
Publishers and their lawyers—also is suspect. Unlike 
the Publishers and their lawyers, the Patent Office 
and the Copyright Office do not share an attorney–
client relationship. The comparison, therefore, is not 
apt. However, even if it were an appropriate compari-
son, that the Patent Office and the Copyright Office 
could be said to share an attorney–client relationship, 
it strains the bounds of credulity to assert that com-
munications between an attorney and his client are 
not relevant.  

 Our legal system does not protect attorney– client 
communications because they are not relevant. 
Indeed, what could be more relevant than what a 
party shares with his attorney? We protect attorney–
client communications because they afford a privi-
lege that promotes the free communication between 
an attorney and his client. The Magistrate Judge, 
however, did not reach the privilege issue in his April 
30th   decision. 

 The Patent Office’s final argument also fails to 
address the relevancy of the 16 Copyright Office 
Documents. Whether the Publishers may argue their 
position regarding where Mr. Knight’s loyalty lies 
is not seriously in dispute. What information the 
Publishers are entitled to discover to support that 
position is the issue now facing the District Court. 
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At  this stage of the proceedings, it cannot reason-
ably be argued that the production of memoranda 
between the Patent Office and the Copyright Office 
regarding the Patent Office’s fair use position is not 
reasonably calculated to lead to the discovery of 
admissible evidence.  

 The Deliberative Process Privilege 
Debate Is a Closer Call  
 As for whether the Patent Office may withhold the 

16 Copyright Office Documents based on privilege, it 
appears that only the deliberative process privilege is 
at issue. As the Publishers noted in their objections, 
the Magistrate Judge indicated, without ruling, at the 
April 30th hearing that the attorney–client and work 
product doctrine did not apply.  

 According to the Patent Office, the deliberative 
process privilege protects its communications with 
the Copyright Office. Those communications, the 
Patent Office asserts, were made in an attempt to 
develop its policy positions regarding the Publishers’ 
infringement claims and whether the use of copy-
righted material during the patent application pro-
cess constitutes fair use. 22    

 The deliberative process privilege “fosters effective 
policymaking by providing officials the latitude to 
freely ‘explore alternative avenues of action and to 
engage in internal debates without fear of public 
scrutiny.’ ”  23    It applies to communications between 
an agency and those from whom the agency seeks 
information about the decisions to be reached. For 
the deliberative process to apply, the communication 
must be both “predecisional” and “deliberative.”  24    In 
other words, the communications sought to be pro-
tected must have occurred before the agency formally 
adopted its policy decision and those communica-
tions must have been used in the agency’s decision-
making process. 25    

 In their objections to the Magistrate Judges April 
30th ruling, the Publishers allege that the deliberative 
process privilege does not apply to the 16 Copyright 
Office Documents for a number of reasons. First, 
the Publishers allege that the views expressed in the 
16 Copyright Office Documents are the positions of 
the Patent Office and the Copyright Offices, not the 
individuals working for them. As such, the docu-
ments are neither “predecisional” nor “deliberative” 
inasmuch as they do not contain “open and frank 
discussion” between members of the government. 26    
Rather, the Publishers allege, that the memoranda 
contain the adopted positions of the respective agen-
cies. In support of this position, the Publishers also 
noted the memoranda from the Copyright Office 
were authored by the General Counsel, David Carsen.  

 The Publishers further maintain that the 
16  Copyright Office Documents were created after 
the Patent Office “decided” to intervene in the liti-
gation, and therefore, could not be considered 
“predecisional.” The Publishers rely on the deposi-
tion testimony of Patent Office General Counsel, 
Bernard Knight who stated that the Patent Office 
made the decision to intervene to assert its fair use 
position within weeks of the Publishers’ filing of 
their Complaint in February 2012. Accordingly, the 
Publishers conclude that the 16 Copyright Office 
Documents, which were written in May and June 
2012, were created after the Patent Office adopted 
a position regarding the Publishers’ infringement 
claims, and therefore, could not be considered either 
“predecisional” or “deliberative.”  

 For its part, the Patent Office maintains that the 
16 Copyright Office Documents were created before 
the Patent Office “filed” its motion to intervene in 
the litigation in July 2012. Using the filing date of the 
Patent Office’s Motion to Intervene as the appropriate 
benchmark, the 16 Copyright Office Documents could 
still be considered “predecisional” and “deliberative.”  

 Finally, the Publishers assert that the Patent Office 
was not seeking the Copyright Office’s input. Rather, 
the Patent Office only was asking the Copyright Office 
to comment “for its own benefit.” In fact, the Patent 
Office concedes that it is “obligated by statute to con-
fer with the Copyright Office ‘on all copyright related 
matters.’ ”  27    However, with respect to the Patent 
Office’s adoption of its fair use position, Mr. Knight 
testified at his deposition that “I think that we did 
take a position and we were going to take a position 
and we knew what our position was and people were 
going to comment on that position. Not whether we 
should take it or not.” 28    In other words, according 
to the Patent Office’s General Counsel, the Patent 
Office’s position regarding the fair use defense was 
not influenced by the comments of outside agencies. 
According to the Publishers, this testimony indicates 
that the 16 Copyright Office Documents were neither 
“predecisional” nor “deliberative.” 

 Unlike the relevancy inquiry, a determination of 
whether the 16 Copyright Office Documents are 
protected by the deliberative process privilege is 
a closer call. Assuming the District Court Judge 
finds the 16 Copyright Office Documents relevant 
under the appropriate standard for discoverable 
material, the actual contents of those documents may 
determine whether the deliberative process privilege 
applies. In that way, an  in camera  review likely will 
prove beneficial.  

 Another significant factor at play is the burden 
of proof. 29    It is incumbent on the Patent Office to 
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establish that it may withhold the 16 Copyright Office 
Documents under the deliberative process privilege. 
Accordingly, the Patent Office must show that it had 
not adopted a position regarding the fair use defense 
before May and June 2012. Additionally, the Patent 
Office must show that it sought comments from 
the Copyright Office for the purpose of determining 
what its position should be, and not, as suggested by 
the Patent Office’s opposition brief and Mr. Knights’ 
testimony, simply because it was obligated to seek 
the comments of the Copyright Office under federal 
statute.  

 The Courts Will Decide if the Law 
Firms’ Files Are Protected from 
Discovery 

 Now that the Publishers have dropped their 
infringement claim related to submitting copyrighted 
material to the Patent Office during patent prosecu-
tion, their only sources of damages are those stem-
ming from the law firms’ use of internal copies of 
the copyrighted articles. To assess their damages, 
the Publishers will undoubtedly desire to count the 
number of copies in the law firms’ files. Such a tactic 
is likely to be met with a claim from the law firms 
that their files are protected by the attorney–client 
privilege and work-product doctrine.  

 However, contrary to the popular belief of most 
attorneys, the files they keep regarding client mat-
ters are not necessarily privileged. Certainly, any and 
all communications between an attorney and his 
client is protected by the attorney–client  privilege. 30    
But the attorney work product doctrine is much 
more limited, protecting only materials reflecting 

the mental strategies and opinions of counsel devel-
oped in the service of his client in anticipation of 
litigation. 31    

 Patent prosecution files rarely can be said to be 
prepared and maintained in anticipation of litiga-
tion. By and large, federal courts have found that 
mental strategies and impressions developed with 
respect to the preparation of a patent application are 
“too distant in time to be considered as having been 
made ‘in anticipation’ of litigation.”  32    Accordingly, 
many courts have found that work performed by an 
attorney to prepare and prosecute a patent applica-
tion does not fall within the parameters of the work-
product protection,”  33    especially in light of the fact 
that “the prosecution of a patent application is a non-
adversarial,  ex parte  proceeding.”  34     

 It is practically a foregone conclusion that the law 
firms patent prosecution files are discoverable should 
the Publishers’ claims survive summary judgment in 
Minneapolis and Chicago. Accordingly, the Publishers 
should not find assertions of work-product protection 
to be an obstacle to finding out how many copies of 
a particular copyrighted article is present in the law 
firms’ files.  

 A slightly more questionable inquiry will be 
whether the Publishers can discover how many 
copies of copyrighted articles were shared by the law 
firms with their clients. Presumably, the law firms 
will balk at producing documents relating to client 
communications under the attorney–client privilege. 
However, the courts will do well to recall that a fact 
shared between an attorney and his client does not 
become privileged merely because it was discussed 
or otherwise communicated from an attorney to his 
client. 35    
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without attempting to isolate the relevant portions. 
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 3D printing is a disruptive technology with far-
reaching implications for manufacturers, consumers, 
and intellectual property owners. As observers of this 
industry have said, 3D printing today is an overnight 
success story that has been 30 years in the making. 
Used only industrially and academically since the 
1980s, 3D printers are now used by industry and con-
sumers alike. In April 2012,  The Economist  dubbed 
3D printing the “third industrial revolution.” 1    In his 
2013 State of the Union address, President Obama 
acknowledged the technologies’ potential. 2    3D print-
ers eventually can be used to make anything, and 
even though 3D printing remains fairly primitive in 
some areas, the technology has evolved to the point 
that 3D printers are beginning to infiltrate homes and 
enter the mainstream. 3D printing has the capacity to 
change everything.  

 3D Printing Overview 
 What Is 3D Printing?  

 3D printing, also known as additive manufactur-
ing, turns a computer-aided design (CAD) file created 
on a computer or with a 3D scanner into a physical 
object, allowing users to make almost anything. 3    
Unlike traditional manufacturing, which uses sub-
tractive processes, such as grinding, forging, drill-
ing, and cutting, 3D printing is an additive process. 4    
There are many 3D printing processes, but they all 
fuse materials, layer on layer, with heat, chemicals, 
light, electron beams, or glue. 3D printers generally 
work in one of two ways: (1) extruding a material 
through one or more tiny nozzles onto a build area 
or (2) selectively fusing a bed of powdered or sheet 
material, one layer at a time. 5    Some postproduction 

work often is required after printing, such as sinter-
ing or heat treating to achieve a desired strength or 
hardness, sanding or polishing to achieve a desired 
surface texture, or cleaning excess powder. 6    Because 
products can be printed with thin interior walls, they 
sometimes need support structures to brace the walls 
while being printed. The support structures need to 
be removed, and they can be dissolved or cut away 
after printing is complete. 7    

 What Materials Are Used 
for 3D Printing?  

 A growing range of printable feedstock (sometimes 
called “inks”) exists today, including ordinary and not-
so-ordinary materials. Most 3D printed products are 
made of either ABS or PLA thermoplastic, but some 
companies are making 3D printers that print with 
metal. 8    Other materials can be printed with more 
advanced machines, such as ceramics, sand, glass, 
and even human tissue. 9    Others are printing hybrid 
materials. For example, Washington State University 
has developed a bone-like material that provides sup-
port for bone growth. 10    The University of Glasgow is 
printing organic compounds and inorganic clusters 
to be used for customized medicine delivery. 11    Such 
a development would greatly affect the pharmaceut-
ical industry and the way it delivers product. Other 
researchers are printing in extremely small sizes 
(microns and nanometers), such as Harvard’s and 
the University of Illinois’ printing of microbatteries 
roughly the size of a grain of sand. 12    Hybrid inks are 
being developed to make it possible for products to 
have combinations of physical, mechanical, and elec-
trical properties. 13    

 3D Printing Today 
 The largest commercial application for 3D printing 

today is rapid prototyping, which accounts for about 
70 percent of the 3D printing market. 14    Rapid proto-
typing shortens the development life cycle, enables 
easy experimentation and innovation, saves costs by 
allowing for easy tweaks and changes to the design, 
and increases confidence in the final product. 15    
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Increasingly, 3D printers are being used for direct 
digital manufacturing (DDM). 16    As illustrated below, 
whether through prototyping or DDM, 3D printing is 
being used in a broad range of industries.  

 The aerospace industry is using 3D printing to 
improve performance, shorten manufacturing runs, 
and save costs. Boeing 3D prints over 22,000 parts for 
military and commercial aircraft. 17    For example, it 
prints aircraft ducting as one piece. With traditional 
manufacturing methods, it had about 20 parts. 18    The 
new component reduces inventory, speeds installa-
tion, inspection, and maintenance, and saves fuel by 
decreasing aircraft weight. 19    

 The automotive industry also uses 3D printing. 
Ford and other major manufacturers have used 
3D  printing for prototyping for years. 20    BMW has 
created ergonomic, lighter versions of assembly tools 
to increase worker productivity on assembly lines. 21    
KOR EcoLogic has created the Urbee—the world’s 
first car with a 3D printed body—which could be in 
low-volume production by 2014. 22    

 In the defense industry, the US government has 
used 3D printing in combination with traditional 
manufacturing to save millions of dollars and pro-
vide improved and timely training in areas such as 
avionics, weapons, telecommunications, and med-
ical readiness. 23    A defense development company 
has printed mounts for gun sights that are used on 
tanks. 24    By switching to 3D printing, the company 
reduced manufacturing costs by over $60,000 per 
unit. 25    The US Army Corps of Engineers has used 
3D printing to create topographical models on-the-fly 
to provide better intelligence, which is particularly 
useful when responding to natural disasters. 26    This 
technology was used when responding to Hurricane 
Katrina to show changing floodwater levels, build-
ings, and other features of the affected area. 27    

 3D printing is making great strides in healthcare. 
Take Emma, a young girl born with arthrogryposis, 
who wears 3D printed “magic arms” that give her the 
strength to lift her real arms. 28    3D printing enables the 
magic arms to be reprinted as she grows, to maintain 
the device’s efficacy and comfort. 29    Another example 
is Kaiba Gionfridd, an infant near death because of 
a rare obstruction in his lungs called bronchial mal-
acia, who received a 3D printed bio-absorbable splint 
that created a path through his blocked lung. 30    After 
taking a CT scan, doctors generated a model that 
exactly matched his organs’ dimensions. The splint 
will degrade over time, enabling the boy’s lung to 
develop normally. 31    

 Companies also are making custom-printed hear-
ing aids and coverings for artificial limbs. 32    In 
2011, an 83-year-old woman received a 3D printed 

jaw transplant. 33    In 2013, a man had 75 percent of 
his skull replaced with a custom-made implant. 34    
Aiding recovery for wounded soldiers, the Walter 
Reed Army Medical Center has 3D printed and 
implanted titanium cranial plates. 35    By allowing for 
customization, 3D printed implants have the added 
advantage of perfectly matching a patient’s body to 
provide better fixation, which reduces surgery time 
and  infection. 36    At the Wake Forest Institute for 
Regenerative Medicine, scientists are working on a 
variety of human parts, including ears, fingers, mus-
cle, and a long-term effort to print a human kidney. 37    
Organovo is a publicly traded company doing the 
same thing. These structures could eventually solve 
the organ donor shortage and help repair or replace 
impaired body parts. 38    

 The fashion industry is adopting 3D printing as 
well. Designers are now 3D printing jewelry and 
clothing. 39    In March 2013, Dita Von Teese unveiled 
the world’s first fully-articulated dress produced with 
a 3D printer. 40    3D printing eventually will change 
the way lifestyle products are made and sold. Tailors 
could customize clothing on a computer and print 
the products in a store. Hybrid inks might allow for 
shape-shifting clothing to accommodate changes in 
body weight. Scouring through stores for the right 
size may become a thing of the past.  

 Consumers and kids are starting to adopt 3D print-
ing. It was a big hit at the Consumer Electronics 
Show in 2013, winning an award for “Best Emerging 
Technology.”  41    3D Systems’ “Cube” and Makerbot/
Stratasys’ “Replicator 2” cost around $1,300 and 
$2,000, respectively. 42    3D printers are now being 
sold in Staples and through SkyMall. Aiming to 
get 3D printers into schools across the country, the 
creator of the Printrbot Jr. is offering its printers for 
around $400. 43    Putting 3D printers into schools will 
educate youth on the technology while allowing stu-
dents to tap into their creative abilities. With low-cost 
3D printing, anyone with a digital design can bypass 
traditional supply chains and self-manufacture a 
product. 44    Not surprisingly, 3D printing has cre-
ated a new generation of at-home and do-it-yourself 
manufacturers. 45    

 The number of designs available for consumers is 
rapidly increasing, and owning a CAD program is no 
longer necessary to utilize a 3D printer. Microsoft has 
adapted its popular Kinect device to make 3D scan-
ning easy and inexpensive. 46    3D printing also has 
a vibrant open-innovation community, known as 
Makers, that shares designs that are available for 
downloading and printing by anyone. One such 
Web site is Thingiverse.com, which is an online 
marketplace for sharing 3D designs freely. 47    Another 
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Web  site, Shapeways, which some people believe 
will become the ebay of the 3D printed world, allows 
digital designers to post and sell their products, while 
Shapeways handles 3D printed manufacturing and 
delivery. 48    

 Surveying the Industry: 
Who Is in the Game?  

 There are many companies making and using 3D 
printers, some of which have been mentioned above, 
but a few stand out. Stratasys and 3D Systems, both 
of which are publicly traded, are the largest players 
and vie for the top spot. Both sell printers for indi-
vidual and commercial use. Electro-Optical Systems 
(EOS) is a leader for integrated e-manufacturing 
solutions for industrial applications. 49    Its technology 
is used to make diverse products, such as dental pros-
thetics, medical implants, watches, and footwear. 50    
ExOne is another publicly traded 3D printing com-
pany that sells high-end machines for printing metal, 
ceramics, and glass. 51    MakerBot Industries, which is 
owned by Stratasys, sells low-cost desktop printers, 
and will soon sell a desktop 3D scanner. 52    

 Named one of the 50 Most Innovative Companies 
by  MIT Technology Review , Organovo is a public 
company that focuses on 3D printing in healthcare. 53    
Instead of using plastics, metals, or glass, its feed 
material is human cells—“bio-ink”. 54    Organovo has 
printed human veins, arteries, and even heart cells. 55    
Its bio-printer has the potential to offer unique med-
ical advances by printing human tissue that can be 
used for regenerative medicine, modeling specific 
diseases, and drug testing. 56    These companies, and 
many others, are making 3D printing available for 
applications, in all industries, and at home.  

 How 3D Printing Will 
Change Everything 

 3D printing will affect the world in many ways. 
On the micro level, 3D printing will enhance manu-
facturing efficiency. Because one machine creates 
everything, no retooling or assembly is required and 
production can be finished in fewer steps. 57    Owing 
to the ease of altering a design with a computer, 
customization and complexity will become increas-
ingly affordable, and batches of one can be created 
on demand without costing more per unit than if 
the product were mass produced. 58    3D printing 
also enables manufacturers to make designs hav-
ing interior structures that are impossible to make 

with traditional manufacturing, resulting in superior 
product performance. 59    

 On the macro level, 3D printing has the potential 
to disrupt or destroy traditional models of manu-
facturing, distribution, warehousing, shipping, and 
 retailing. 60    The world will become smaller, with 
products being made where they are needed. Future 
sales will be of designs, not products, and because 
3D printing allows a product to be printed where it 
is needed, warehouses may be replaced with digital 
inventories. 61    Lower entry barriers will allow more 
local and small businesses to thrive. 62    Instead of rely-
ing on traditional manufacturing chains, people will 
design and print their own products or have a local 
service bureau print it for them. 63    

 3D printing can alleviate some of the environ-
mental problems associated with traditional manu-
facturing. By reducing the need to ship physical 
products and efficiently using raw materials, 3D 
printing saves energy. 64    By combining 3D printing 
with the energy-saving efforts that most countries are 
undertaking, jobs can be repatriated or kept at home. 
3D printing will eliminate some manufacturing jobs, 
but it should create others. New jobs, coupled with 
diminishing cost savings of off-shoring, give 3D print-
ing the potential to foster a manufacturing renais-
sance in countries with strong intellectual capital but 
high manufacturing and labor costs. 65    

 3D Printing and 
Intellectual Property 

 Notwithstanding the potential popularity, main-
stream success, and technological efficiencies of 3D 
printing, history suggests that IP battles are brew-
ing in the world of 3D printing technology. When 
entrenched interests see a disruptive player entering 
the landscape, they defend their incumbent power. 66    
The arrival of the printing press led to new censor-
ship and licensing laws aimed at slowing the spread 
of information. 67    The movie industry fought the VCR, 
comparing it to the Boston Strangler preying on a 
woman home alone. 68    The music industry feared 
destruction from home taping. 69    The Internet and 
file sharing have forever changed the music indus-
try. However, with the advent of new technologies, 
older ones appear more primitive and slowly vanish, 
and the incumbents are painted as self-interested 
Luddites.  

 IP owners have reason to be worried about 
3D printing, which eventually will allow almost any-
one to recreate any existing product design, change, 
and manufacture the product to their liking, and use 
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or distribute it (and its concomitant CAD design). 
When 3D printing of complex structures, such as elec-
tronic devices, becomes commonplace in the home, 
3D printing may stress the utility patent system in the 
same manner that the digital revolution, the Internet, 
and file sharing stressed the music industry and the 
copyright system. Utility patent owners may be over-
whelmed by infringement. Even if patent owners are 
aware of infringement, determining who and where 
to sue may be problematic because suing thousands 
of at-home manufacturers would not be cost effec-
tive. Principles of contributory or induced infringe-
ment may be of limited value if CAD files are shared 
freely, peer-to-peer, or are available from pirates or 
black market sources. 

 3D printing could lead to a renaissance for design 
patents. Automobile manufacturers are increasingly 
relying on this long-neglected tool for protecting the 
ornamental designs of replacement parts. 70    Other 
manufacturers might be motivated to follow suit and 
obtain design patents to prevent third parties from 
entering the replacement-parts market. However, the 
flexibility of CAD designs may make it easy to pro-
duce a design-around without changing the product’s 
function. Thus, there may be a resurgence in design 
patents, but may have limited value against wide-
spread home 3D printing.    

 Regarding copyrights, most products and devices 
are not copyrightable. Products that are copyright-
able, such as dolls, action figures and figurines, 
and toys, are especially vulnerable to 3D printing at 
home, where infringement is essentially undetect-
able. Duplicating copyrighted statuettes, figurines, 
and toys is simple, making infringement as easy as 
illegally downloading music. Toys can be scanned 
and 3D printed at home, and the designs can be 
shared peer-to-peer, thereby stressing copyright and 
design patent protection for such products.    

 Trademark owners also may be affected when 
branded products are copied at home. 3D printers 
may be a steroid for counterfeiters. Particularly trou-
blesome for trademark owners may be their inability 
to maintain proper quality control over trademarked 

products 3D printed by unknown parties. Traditional 
manufacturers may look to product configuration 
and trade dress protection, but such means of protec-
tion are likely to have limited value.  

 The extent to which 3D printing will harm IP is 
unclear, but it is clear that open systems, such as 
Wikipedia, are on the rise. Just as Wikipedia ren-
dered “closed” competitors such as Encyclopedia 
Britannica obsolete, 3D printing has similar potential 
to stress IP systems.  

 Conclusion  
 In their early days, no one knew how computers 

would be used, or how they would change our lives. 
An early Apple ad touted that families could “cre-
ate dazzling color displays” and “invent their own 
Pong games” on a home computer. 71    In the not-so-
distant past, people pondered: What is the Internet 
and how will it affect our lives? Why would I need 
a Smartphone? Early adopters of home 3D printers 
ask the same questions and struggle to see how they 
may be used in 2, 3, 10, 20 years. Many people have 
not even heard of them and have no idea what they 
already are capable of doing, on either the industrial 
level or in the home. But 3D printing is reaching a 
tipping point.  

 For the IP community, 3D printing raises impor-
tant questions: Is the current IP regime up to the 
task of protecting IP in a 3D printed world? How 
can protection from infringement be balanced with 
the ability to innovate? Will IP survive, or are we 
headed for a worldwide open technology com-
munity? Is IP fundamentally in conflict with the 
3D printed world? Business leaders, policymakers, 
legislators, lawyers, and judges will be on the front 
lines, addressing these issues and others that are 
difficult to quantify and imagine at this time. 72    Only 
time will provide the answers to those questions, but 
regardless of the outcome, recognizing that changes 
are coming and evolving with those changes will be 
crucial for maintaining a successful IP portfolio or 
legal practice.  
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  An issue that looms large in a developing country 
such as South Africa is the accessibility (through 
affordability) of medicines and the role that the pat-
ent system plays in preventing such accessibility. 
This issue became the subject of intense media and 
legal debate approximately 13 years ago when the 
clashing interests of multinational pharmaceut-
ical companies and the South African Government 
played out in the South African courts against the 
backdrop of the HIV-AIDS pandemic. The Treatment 
Action Campaign (TAC), an HIV-AIDS activist group, 
campaigned against the propatent stance taken by 
the multinational pharmaceutical companies. 

 Following a settlement of the dispute, the dust 
settled until very recently, when the TAC intervened 
as an  amicus curiae  in patent infringement proceed-
ings before the South African Supreme Court of 
Appeal. The patent relates to a cancer drug and, thus, 
the debate was broadened beyond the treatment of 
HIV-AIDS sufferers. The intervention by the TAC 
also formed part of their broader campaign—“ Fix 
the Patent Laws ”—through which they argue that the 
 nonexamining patent system in South Africa is respon-
sible for the lack of access to affordable medicines. 

 Of course, the role that patents play in the afford-
ability of medicines has been debated in other coun-
tries, most recently in India where Novartis was 
refused protection for a patent relating to the cancer 
medicine Gleevic®. South Africa is now part of the 
BRICS trading block (which includes Brazil, Russia, 
India, China, and South Africa). This has led to 
speculation about whether or not the South African 

patent system will move toward the Indian model, a 
move encouraged by the TAC. 

 This article traces the history of the dispute in 
South Africa and examines what the future might 
hold in light of the anticipated publication of the 
Government’s new draft intellectual property (IP) 
policy. 

  Compulsory Licensing and the 
South African Medicines Act 

  Section 56(1) of the South African Patents Act pro-
vides that “any interested person who can show that 
the rights in a patent are being abused, may apply 
to the Commissioner in the prescribed manner for 
a compulsory license under a patent.” Section 56(2) 
provides that the rights in a patent are deemed to be 
abused if: 

1.    the patented invention is not being worked in 
the Republic on a commercial scale or to an ade-
quate extent, after the expiry of a period of four 
years subsequent to the date of the application 
for the patent or three years subsequent to the 
date on which that patent was sealed, whichever 
period last expires, and there is in the opinion of 
the commissioner no satisfactory reason for such 
nonworking; 

2.    the demand for the patented article in the Repub-
lic is not being met to an adequate extent and on 
reasonable terms; 

3.    by reason of the refusal of the patentee to grant 
a license or licenses upon reasonable terms, the 
trade or industry or agriculture of the Republic or 
the trade of any person or class of persons trad-
ing in the Republic, or the establishment of any 
new trade or industry in the Republic, is being 
pre judiced, and it is in the public interest that a 
license or licenses should be granted; or 

4.    the demand in the Republic for the patented 
article is being met by importation and the price 
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charged by the patentee, his licensee or agent 
for the patented article is excessive in relation 
to the price charged therefor in countries where 
the patented article is manufactured by or under 
license from the patentee or his predecessor or 
successor in title. 

   These provisions were included in the South African 
Patents Act to comply with South Africa’s obligations 
in terms of the Agreement on Trade-Related Aspects of 
Intellectual Property Rights (TRIPS). Since then and, 
at the time of the dispute between the pharmaceut-
ical companies and the South African Government, 
there had been only three applications for compul-
sory licenses all of which were unsuccessful. Despite 
the limited jurisprudence in relation to this provision, 
and the lack of success by previous applicants (some 
of whom were not pharmaceutical companies), many 
practitioners held the view that the provisions readily 
lent themselves to being relied on by generic pharma-
ceutical companies to try and force licenses for anti 
retroviral medicines. It was considered feasible to 
make out a case at least on the basis that the industry 
of the Republic was being prejudiced and it is in the 
public interest that a license or licenses should be 
granted .  

 Before these provisions were fully tested, the South 
African Government intervened by proposing the 
introduction through the Minister of Health of the fol-
lowing section into the South African Medicines and 
Related Substances Act 101 of 1965 (The Medicines 
Act). The Medicines Act  inter alia  regulates the mar-
keting approval of new medicines in South Africa. 

  15C: The Minister may prescribe conditions 
for the supply of more affordable medicines 
in certain circumstances so as to protect the 
health of the public, and in particular may: 

1.    notwithstanding anything to the contrary 
contained in the Patents Act, 1978 (Act 
No 57 of 1978), determine that the rights 
with regard to any medicine under a 
patent granted in the Republic shall not 
extend to acts in respect of such medicine 
which has been put onto the market by 
the owner of the medicine, or with his or 
her consent; 

2.    prescribe the conditions on which any 
medicine which is identical in composi-
tion, meets the same quality standard 
and is intended to have the same propri-
etary name as that of another medicine 

already registered in the Republic, but 
which is imported by persons other than 
the person who is the holder of the regis-
tration certificate of the medicine already 
registered and which originates from any 
site of manufacture of the original manu-
facturer as approved by the Council in 
the prescribed manner, may be imported; 

3.    prescribe the registration procedure 
for, as well as the use of, the medicine 
referred to in paragraph (b). 

      It will be noted that the introductory part of sec-
tion 15C authorizes the Minister of Health to  “ pre-
scribe conditions ”  for the supply of more affordable 
medicines. The section goes on to state that the 
Minister may, in particular, and notwithstanding 
anything to the contrary contained in the Patents 
Act, determine that the rights with regard to any 
patented medicine shall not extend to acts in respect 
of such medicine that has been put onto the market 
by the owners of the medicine, or with their consent. 
Quite how the Minister would prescribe conditions 
for the supply of more affordable medicines, or 
determine that certain rights under a patent shall be 
curtailed, was not clear. Potentially, however, these 
substantive legislative provisions could have enabled 
the Minister to determine that a certain  medicine 
(not being the original branded product) could be 
imported into the Republic by someone other than 
the patentee, without the patentee’s consent, once the 
(branded) medicine had been put onto the market 
with the patentee’s consent. 

 Another issue that section 15C sought to address 
was that of parallel importation of genuine, branded 
medicines, as is described in subparagraph (b) 
of section 15C. In reaction to this proposal, the 
Pharmaceutical Manufacturers Association of South 
Africa (as it was constituted at the time) and 41 phar-
maceutical companies, brought proceedings against 
the President of South Africa, the Minister of Health, 
and others, to have the legislation set aside. The 
proceedings received considerable media attention 
and were conducted against a highly emotional and, 
at times, political backdrop. On the one hand, there 
was considerable concern being expressed by multi-
national pharmaceutical companies that the proposed 
legislation, if implemented, could negate patent rights 
and would place in question South Africa’s commit-
ment to protecting IP rights. On the other hand, the 
HIV-Aids crisis in Southern Africa was deepening. 

 In 2001, the pharmaceutical companies withdrew 
the application to have the proposed section 15C set 
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aside. This was widely reported in the global media 
and initial indications were that the withdrawal was 
unconditional and amounted to a complete capitu-
lation by the pharmaceutical companies. However, 
what did not emerge clearly from media reports is 
that the withdrawal of the application was coupled to 
an underlying settlement in terms of which the South 
African Government undertook to set up a working 
group with the pharmaceutical companies to cooper-
ate on the drafting of regulations for the implemen-
tation of section 15C. It further undertook only to 
implement section 15C in a manner that would be in 
accordance with its international obligations under 
TRIPS. 

 Article 8 of TRIPS allows a member state, in formu-
lating or amending its laws and regulations, to adopt 
measures necessary to protect public health and 
nutrition, provided that such measures are consistent 
with the provisions of TRIPS. Accordingly, provided 
that section 15C was to be implemented in accor-
dance with TRIPS, the South African Government 
was on strong ground. 

 Article 31 of TRIPS further enables a member 
state to have laws that allow for “other use” of the 
subject matter of a patent without the authorization 
of the right holder, including use by the Government 
or third parties authorized by the Government. It 
is well known that Article 31 requires that, in that 
process, certain provisions shall be respected. These 
include that such other use shall be considered on 
its individual merits, and only may be permitted if, 
prior to such use, the proposed user had made efforts 
to obtain authorization from the right holder on rea-
sonable commercial terms and conditions and such 
efforts have not been successful within a reasonable 
period of time. The latter requirement may be waived 
in the case of a national emergency, which, however, 
the South African Government declined to declare 
in relation to the HIV/AIDS pandemic. However, 
section 4 of the Patents Act already makes provision 
for the State to use an invention for public purposes 
on such conditions as may be agreed upon with the 
patentee, or failing agreement on conditions that are 
determined by a court on application by the State. 

 It generally is accepted that Article 31 contem-
plates  inter alia  the granting of compulsory licenses. 
Thus, it appeared that the South African Government 
would be required, in terms of Article 31 of TRIPS, to 
try to obtain from pharmaceutical patentees on rea-
sonable commercial terms and conditions a license 
under the patent before any law, such as section 15C, 
could be invoked in order to allow “other use” by 
the Government or third parties authorized by the 
Government. 

 The underlying settlement, which contributed to 
the withdrawal of the case by the pharmaceutical 
companies, therefore opened the door for a regula-
tory framework to be drafted cooperatively and in 
compliance with the terms of TRIPS, in order to 
deal with the importation into South Africa, or the 
manufacture in South Africa, of generic equivalents 
of patented medicines. 

 This could have been achieved by making use of 
the compulsory licensing provisions in section 56 of 
the South African Patents Act that are largely compli-
ant with Article 31 of TRIPS. However, it seemed that 
the Government was seeking a more streamlined, 
extra-judicial procedure to acquire more affordable 
medicines. 

 On June 1, 2001, the Minister of Health published 
a set of draft regulations from which it emerged 
that parallel importation of genuine (branded) 
medicines was the option that the South African 
Government preferred to obtain more affordable 
medicines. It seemed that the Government sup-
ported an argument that this would not be contrary 
to TRIPS, because article 6 of TRIPS specifically 
states that nothing in TRIPS shall be used to address 
the issue of exhaustion of intellectual property 
rights. Because parallel importation can be said to 
constitute international exhaustion of patent rights, 
it is not untenable to argue that allowing parallel 
importation in national legislation is not in contra-
vention of TRIPS. 

  South African 
Competition Law 

  While the debate continued against the back-
drop of section 15C of the Medicines and Related 
Substances Act and South Africa’s obligations under 
the TRIPS agreement, a further dimension was added 
to the compulsory licensing debate in South Africa 
when the competition authorities (The Competition 
Commission) became involved. 

  A complaint was lodged with the Competition 
Commission against GlaxoSmithKline (GSK) and 
Boehringer Ingelheim (BI). Both held patents in 
South Africa on antiretroviral medicines used to 
treat HIV/AIDS. GSK held South African patents 
on AZT (Retrovir), Lamivudine (3TC), and AZT/
Lamivudine (Combivir). BI held South African pat-
ents on Nevirapine (Viramune). 

 In 2003, the Competition Commission announced 
a finding that GSK and BI had contravened the 
South African Competition Act. The Commission 
found that they had abused their dominant positions 
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in their respective antiretroviral (ARV) markets, in 
that they had: 

1.    denied a competitor access to an essential facility; 
2.    engaged in excessive pricing; and 
3.    engaged in an exclusionary act. 

   The Commissioner had decided to refer the matter 
to the Competition Tribunal for a decision. According 
to a media release, the finding was based on a refusal 
by GSK and BI to license their patents for the ARV’s 
to generic manufacturers in return for a reasonable 
royalty. 

 The Commission had further indicated that it 
would request the Tribunal to make an order autho-
rizing any person to exploit the patents to market 
generic versions of GSK and BI’s patented medicines 
or fixed dose combinations that require these patents, 
in return for the payment of a reasonable royalty. In 
addition, the Commissioner would recommend to the 
Tribunal that a penalty of 10 percent of the annual 
turnover of GSK and BI in relation to their ARV’s in 
South Africa for each year that they are found to have 
“violated the Act” be imposed. 

 Before the hearing took place, the Competition 
Commission announced that it had concluded settle-
ment agreements with GSK and with BI. The terms 
of the settlement agreements included the issuing 
of voluntary licenses to generic manufacturers of 
antiretroviral drugs. The Competition Commission 
did not pursue the imposition of a fine or an admin-
istrative penalty. In terms of the agreements, GSK 
agreed to issue four licenses, and BI three, under 
their patents for antiretroviral drugs. The licenses 
permitted the manufacture in and importation into 
South Africa of ARV’s and allowed for the exporta-
tion of ARV’s manufactured in South Africa to all 
 sub-Saharan African countries. 

 In addition, when the licensee did not have manu-
facturing capability in South Africa, GSK agreed 
to permit the importation for distribution in South 
Africa, permit licensees to combine the relevant anti-
retroviral with other antiretroviral medicines, and 
charge royalties of no more than 5 percent of the net 
sales of the relevant antiretrovirals. 

 The Competition Act applies to all economic activ-
ity within South Africa, and can override the Patents 
Act. There are specific provisions for exemptions 
from the application of the relevant chapter of the 
Competition Act to a practice that relates to the exer-
cise of Intellectual Property Rights including rights 
granted under the Patents Act. There had been indi-
cations that, in the case of patentees, a general pre-
sumption that the technological, efficiency, and other 

procompetitive gains associated with the innovation 
process and the granting of a patent would operate 
in favor of the patentee. The Commission seemed to 
have taken the view that, at least, in the particular 
instance of HIV/AIDS, this is not the case. A paten-
tee, who may be in a “dominant position” by virtue 
of having patented a substance that is an effective 
treatment for a disease, may be found to have abused 
the “dominant position” afforded by the patent if 
it does not make that substance available through 
voluntary licensing in return for a reasonable royalty. 
The Competition Commission explained its position 
as follows: 

 A second concern is that the way in which 
the Commission defined the relevant product 
market, in the HIV/AIDS cases, poses a threat 
to patent holders because it now appears 
that the mere holding of a patent confers 
monopoly status (100% market share) on the 
patent holder, in respect of the product which 
is the subject of the patent. This concern is 
unsubstantiated. A product market definition 
depends not on whether a product is the sub-
ject of a patent but on the substitutability of 
the relevant product with other comparable 
products. The market definition in this case 
was no exception. The Commission formed 
the view that each active ingredient formed 
a market on its own based on the degree of 
substitutability between the various antiret-
roviral active ingredients, not on the fact that 
each active ingredient was the subject of a 
patent. 

  The  Taxotere ® Case 
  In 2010, the Sanofi-Aventis group sought to enforce 

a patent for its oncology drug Taxotere ®,  against 
Cipla-Medpro (the local distributor of Cipla India’s 
products in South Africa). Interestingly, following the 
settlement of the dispute relating to the Medicines 
Act and the developments before the Competition 
Commission, there was no legal activity for an 
extended period. There was no uptake of the mecha-
nism introduced to allow parallel importation of 
originator medicines and the intervention by the 
Competition Commission did not extend beyond 
the settlements that were reached with GSK and 
BI. Many observers considered that the practical 
reality had overtaken the legal events and, to some 
extent, the need to pursue further legal interventions 
had declined substantially. Many voluntary licenses 
were granted to generic companies and significantly 
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reduced prices were being offered to the South 
African Government for the supply of medicines 
in the public sector. Today, it is estimated that over 
80 percent of antiretrovirals used in South Africa are 
generics manufactured under license. 

 Sanofi-Aventis initially brought preliminary injunc-
tion proceedings against Cipla-Medpro to prevent the 
launch of their generic product, pending the outcome 
of a trial action. The preliminary injunction was 
refused on a patent law related ground. The court of 
first instance refused to grant Sanofi leave to appeal 
to a higher court. Accordingly, Sanofi petitioned the 
Supreme Court of Appeal for leave to appeal and was 
successful in obtaining leave to appeal directly to the 
Supreme Court of Appeal. Before the appeal hearing 
was heard, the TAC unexpectedly sought to intervene 
as an  amicus curiae  and none of the parties objected 
to their intervention. 

 It is well settled law in South Africa that in order to 
be successful in a preliminary injunction application, 
it is necessary to show that: 

1.    that the right which is the subject matter of the 
main action and which the applicant seeks to 
protect by means of interim relief is clear or, 
if not clear, is  prima facie  established although 
open to some doubt; 

2.    that if the right is only  prima facie  established, 
there is a well grounded apprehension of irrepa-
rable harm to the applicant if the interim relief is 
not granted and ultimately he succeeds in estab-
lishing the right; 

3.    that the balance of convenience favours the 
granting of interim relief; and 

4.    that the applicant has no other satisfactory 
remedy. 

   At the risk of oversimplifying the position in sum-
marized form, the TAC argued that the rights under 
the Patents Act should be viewed through “the prism” 
of the Constitution. Section 39(2) of the Constitution 
requires the courts to promote the spirit, purport an 
object of the Bill of Rights when interpreting legis-
lation. Section 27 of the Constitution provides that 
everyone has the right to have access to healthcare 
services, which includes the right to have access to 
medicines. The court is required to balance the rights 
of a patentee with the rights of those who need access 
to medicine and the need to balance these rights 
affects how the court must interpret and apply the 
provisions of the Patents Act ( i.e. , the strength of the 
right being enforced in the proceedings). Thus, while 
the purposes served by patent protection are legiti-
mate purposes, the Patents Act must be interpreted 

and applied to ensure the public interest is in fact 
served. 

 The court was somewhat dismissive of the TAC’s 
argument as is evident from the following quote from 
the judgment: 

 What we are to make of viewing the legisla-
tion through the prism of the Constitution 
was not developed by the TAC. Section 39(2) 
indeed calls upon a court to promote the 
spirit, purport and object of the Bill of Rights 
when interpreting legislation as pointed out 
by the TAC but that does not open the door 
to changing the clear meaning of a statute. If 
the clear meaning conflicts with the Bill of 
Rights then the remedy is to strike it down, 
but there has been no challenge to the Con-
stitutional validity of any of the provisions 
of the Act that are now material. There is 
also no suggestion that the meaning of those 
provisions is not clear. The dispute centred 
instead on the application of these provisions 
to the facts of this case on the assumption 
that the patent is not revocable for want of 
inventive step. I cannot see how Section 39(2) 
or the prism of the Constitution comes into 
play so as to deny Aventis its right to enforce 
its patent. 

 The TAC further argued that, when weighing the 
balance of convenience in exercising its discretion 
whether or not to grant or refuse a preliminary 
injunction, the issue of public interest is relevant 
and is a factor that a court should take into consid-
eration. Although there are cited examples where a 
court in South Africa previously had regard for the 
public interest in weighing the balance of conve-
nience, the issue of public interest had to date not 
been asserted in injunction proceedings in patent 
infringement matters in South Africa as a relevant 
factor. The TAC also relied on foreign case law, most 
notably, the US Supreme Court decision of  eBay Inc v. 
MerckExchange LLC  1    in which the Supreme Court 
held that the ordinary test to be applied to the grant of 
a permanent injunction applies equally in intellectual 
property cases. One leg of the test for an injunction in 
the United States is whether or not the public interest 
will be disserved by the grant of the injunction. 

 For the purposes of argument, before the Supreme 
Court of Appeal, Sanofi-Aventis accepted that the 
issue of public interest could indeed play a role in a 
court exercising its discretion in the grant or refusal 
of a preliminary injunction. Although not called on 
to specifically decide the issue, the court indicated 
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that the TAC was on stronger ground when it submit-
ted that the broader public interest and not only the 
interest of the litigating parties must be placed in the 
scales when weighing the balance of convenience. 

 On the facts of the case, the court nevertheless 
overturned the lower court decision by granting the 
preliminary injunction in favor of Sanofi-Aventis. The 
patented product is supplied under two brand names, 
the original product, Taxotere®, as well as a cheaper 
second brand called Docetere®, owned by a Sanofi-
Aventis affiliate. There was no suggestion that the 
demand for the product was not being met. Taxotere® 
is supplied primarily to the public sector (under the 
award of a fixed term public tender) at a substan-
tially lower price than the same product supplied in 
the private sector. Thus, the patented product would 
remain considerably more accessible to patients who 
are dependent on public health care regardless of the 
availability of the Cipla product and, thus, there was 
no question of prejudice at all to those patients, or to 
the state if the injunction were to be granted. 

 In the private sector, the majority of patients are cov-
ered by medical insurance schemes. Privately insured 
patients would continue to have access to Taxotere® 
(albeit at considerably higher cost) and also would 
have access to Docetere® at marginally higher costs 
(approximately 10 percent higher). Private schemes 
also are required to reimburse in full for certain 
chronic conditions in terms of what are termed, pre-
scribed minimum benefits. Thus, in the final analysis, 
the only implication for healthcare if the preliminary 
injunction were to be granted was that patients who 
received private healthcare and who are not able to 
recover the cost of treatment from a private medical 
fund would be obliged to pay 10  percent more for 
the treatment than they might have done had Cipla’s 
product remained on the market. 

 Against that background, the court weighed the 
balance of convenience with regard to the other 
issues that affected the parties’ position (rather than 
the broad public interest) and concluded that it did 
not seem to fall substantially on one side or another 
and, therefore, the prospects of success or failure in 
the action became prominent. In that respect, the 
court found that such doubt as there might be as to 
the validity of the patent was slight and infringement 
was clear and for this reason found in favor of the 
patentee. 

 The outcome was seen as a significant victory for 
innovator pharmaceutical companies as is perhaps 
best illustrated by this extract from the judgment: 

 The TAC’s opposition to the grant of the inter-
dict (injunction) really comes down to no 

more than opposition to the monopoly that 
the law confers upon a patentee. It submits 
that those who cannot afford Taxotere, but 
are able to afford the price of Cipla docetaxel, 
will be prejudiced if distribution of the latter 
were to be prohibited. Where the public is 
denied access to a generic during the lifetime 
of a patent that is the ordinary consequence 
of patent protection and it applies as much 
in all cases. To refuse an interdict only so as 
to frustrate the patentee’s lawful monopoly 
seems to me to be an abuse of the discretion-
ary powers of a court. 

 The judgment, however, has highlighted the role 
that public interest will play in the court exercising 
its discretion in the future. When enforcing patents 
relating to important (and potentially lifesaving) 
medicines, it will be necessary to demonstrate that 
the public interest would not be disserved if the 
court prevented the supply of the alternative generic 
medicine. Cipla’s application for leave to appeal to the 
Constitutional Court was refused. 

  Patent Examination 
for South Africa 

  Aside from its opposition to the preliminary injunc-
tion application, the TAC has been actively campaign-
ing for changes to the patent system in South Africa 
through its campaign “Fix the patent laws.” At the risk 
of oversimplifying their argument, it is understood 
that the TAC broadly takes the following position: 

1.    Since South Africa has a nonexamining patent 
system, a number of patents are granted for 
so-called secondary patents (new formulations, 
uses, crystalline forms, or the like) of a known 
active ingredient that is already off patent. 

2.    The existence of the secondary patents (which 
are often not granted or are invalidated in other 
examining jurisdictions) act as a deterrent or 
obstacle to the entry into the market of cheaper 
generic medicines and, thereby, result in the lack 
of access to cheaper medicines. 

3.    This is in contrast to some other (examining) 
countries where lower numbers of pharmaceut-
icals  patents of this nature are granted. 

4.    Thus, a patent examination system is required 
which would ensure that patents of this nature 
are not granted and, thus, the access to medicines 
would be substantially improved by the supply of 
cheaper generic alternatives. 
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5.    Introducing a provision similar to Section 3(d) of 
the Indian Patents Act would make it difficult to 
obtain patent protection for incremental develop-
ments and would prevent the so-called practice of 
“patent evergreening” where the life of patented 
products is extended. (Section 3(d) of the Indian 
Patent Act excludes from being patentable the 
mere discovery of a new form of a known sub-
stance which does not result in the enhancement 
of the known efficacy of that substance or the 
mere discovery of any new property or new use 
for a known substance, or of the mere use of a 
known process, machine or apparatus unless 
such known process results in a new product or 
employs at least one new reactant.) 

   The South African Government is in the process 
of revising its intellectual property laws and it is 
anticipated that a draft IP policy will be published 
for public comment. Although patent examination 
 per  se  already has been mooted as an option for 
South Africa, the TAC campaign is intended to pres-
sure Government into adopting the pharmaceutical 
specific measures outlined above. 

 There have been many arguments presented 
against introducing an examination system in 
South Africa and particularly to use such a system 
in order to introduce more onerous requirements 
for pharmaceutical patents. While an examination 
system  per se  should not necessarily be seen as 
unwelcome development, and is perhaps a logi-
cal step in the progression of an economy, it is of 
crucial importance to ensure that a system can be 
implemented that it is effective and reliable. Some 
of the points of discussion and the concerns are 
summarized below. 

1.    South Africa has a relatively small economy. It is 
anticipated that there might be difficulty in staff-
ing the Patent Office with trained examiners in 
each technology area from the limited ranks of 
graduate engineers, scientists, and the like. Spe-
cialized skills are required. Not only would the 
examiners be required to have a sound technical 
understanding of the relevant subject matter, 
but would also need to have appropriate train-
ing to understand the patent system and how to 
conduct a proper examination. They would need 
to deal with complex legal issues such as novelty, 
inventive step, insufficiency of disclosure, ambi-
guity of claiming, and inutility. Provision would 
need to be made for senior examiners (group 
leaders) and appeals board members. Against 
this background, and the widely acknowledged 

skills shortage, there is a concern that South 
 African may not be able to implement a system 
that would be reliable and efficient. 

2.    The current system allows an applicant to place a 
patent application on file and, provided that the 
formalities are met, the patent will be granted. 
This has a significant advantage in a developing 
economy like South Africa of substantially reduc-
ing the costs of obtaining patent protection. There 
are initiatives in South Africa that encourage 
innovation, especially among small and medium 
enterprises. The success of these initiatives is 
promoted by a low cost patent system. Introduc-
ing an examination system would substantially 
increase the costs of prosecuting an application 
(by at least four to fivefold) and would, thus, dis-
courage, local inventors and small and medium 
enterprises from obtaining protection. In short, 
the patent system may become inaccessible to 
a larger section of the economy in South Africa. 

3.    The argument is made that allowing invalid 
patents to remain on the register grants  prima 
facie  rights to a patentee to which the patentee 
is not entitled, and the patent acts as an unjus-
tified deterrent to competitors. However, the 
mere fact that a South African patent has been 
granted does not mean that the patent is valid 
and enforceable. Thus, there is no question of any 
of the secondary patents identified by the TAC 
being enforced in circumstances in which they 
are in fact invalid. The South African Patents Act 
allows a defendant to raise invalidity as a defense, 
or by way of a counterclaim in infringement 
proceedings. Accordingly, during infringement 
proceedings, the question of invalidity is almost 
invariably examined in detail by our courts. The 
court of first instance in patent matters is the 
Court of the Commissioner of Patents, which is 
presided over by a High Court judge. An appeal 
directly to the Supreme Court of Appeal is usually 
allowed. Thus, the most competent authorities 
in the country consider patent validity when an 
attempt is made to enforce a patent with the ben-
efit of comprehensive legal argument and expert 
evidence. 

4.    The costs of the litigation are of course signifi-
cantly higher than prosecuting a patent appli-
cation to grant under an examining system. 
However, it should be borne in mind that the vast 
majority of patents simply lie in the Patent Office 
register never realizing any commercial value. 
Only the very small numbers of patents that 
are valuable become the subject of litigation and 
the costs of the litigation can often, at that stage, 



24 T h e  L i c e n s i n g  J o u r n a l  AUGUST 2013

be justified when measured against tangible com-
mercial benefits. To burden all applicants with 
higher prosecution costs when the valuable pat-
ents would, in any event, most likely be litigated 
after grant would not appear to be justified. 

5.    It is argued that there would be no point in 
obtaining a patent at lower cost that otherwise 
would have been found to be invalid if examined. 
This does not take account of the fact that the 
patentee may not have prosecuted the applica-
tion at all if the costs acted as a deterrent. It is 
advantageous for the South African economy to 
encourage applications to be filed at the outset 
and only to consider the strength thereof before 
a court when this is justified by the commercial 
value. This argument also presupposes that the 
quality of the examination is of a high standard. 
Cursory examination may still result in the grant 
of weak patents and there is still always the pros-
pect of the validity coming before a court in any 
event. 

6.    It needs to be borne in mind that the current 
system places a heavy onus on patentees to 
amend their patent to take account of invalidity 
issues that arise, for example, as result of prior 
art located during foreign prosecution. South 
African courts have often taken the position that 
it is in the public interest that the register be 
maintained by appropriate amendments to cure 
any invalidity and a culpable delay in doing could 
lead to the amendment being refused. 

7.    Introducing patent examination in South Africa 
as a means to an end, that is, to limit the grant of 
pharmaceutical patents inevitably would result 
in different technology areas being treated dif-
ferently. This may be challenged based on the 
argument that the TRIPS agreement, more par-
ticularly article 27, requires that all technology 
areas be treated equally. It has also been sug-
gested that such a move may lead to a constitu-
tional challenge on the basis of discrimination in 
relation to rights to property in different technol-
ogy areas. 

   In the recent Indian Supreme Court decision in the 
 Gleevic ® case, it was made clear that “efficacy” means 
therapeutic efficacy. A measurable improvement in 
bioavailability was not considered to be an improve-
ment in “therapeutic” efficacy. Thus, the circum-
stances in which a new formulation would satisfy 
the requirements of improved therapeutic efficacy 
over the known active ingredient may be very lim-
ited indeed. A new formulation could be developed 
that would satisfy the requirements of inventive step 

by overcoming particular technical (formulation) 
problems relating to the administration of the known 
active ingredient that benefits patients, but which 
does not improve therapeutic efficacy. A Section 3(d) 
type provision in South Africa would prevent protec-
tion for this type of invention from being granted. It 
is far more desirable that the patentability of such 
an idea stands or falls on the merits of the inven-
tion ( i.e. , whether or not in involves an inventive 
step). The body of secondary patents that concerns 
the TAC, if they are indeed trivial, would not meet 
the inventive step requirements and would therefore 
not be enforceable, without the need for examina-
tion. Furthermore, the revocation procedures could 
be relied on to have the patents removed from the 
Register. 

 South Africa has been unfavorably compared to 
Brazil and India in terms of access on account of the 
higher numbers of granted pharmaceutical patents in 
South Africa as compared to Brazil and India. This 
comparison is unfair and pointless. Brazil and India 
have only in recent years adopted full protection 
for pharmaceutical patents and patents take several 
years to mature to grant in these countries (over 
10 years in Brazil). In South Africa, the time to grant 
is much shorter. So it would be expected that the 
number of patents would be higher in South Africa. 
It also has been reported that general access to essen-
tial medicines in India is much lower than in South 
Africa. However, what is not always understood is 
that a large proportion of South African patents are 
allowed to lapse after grant, in many cases because 
they are not considered enforceable after examina-
tion in other jurisdictions. In year 8, approximately 
only 40 percent of granted patents are maintained 
in force after grant by the payment of maintenance 
fees. By year 15, this reduces to about 20 percent. In 
the last year of patent life, a time most commonly 
associated with pharmaceutical patent enforcement 
less than 10 percent of all original granted patents 
are still in force. 

  Conclusion 
  As the story of access to affordable medicines has 

unfolded in South Africa, it has touched on many 
legal issues, including amendments to the Medicines 
Act, compulsory licensing under the Patents Act, 
South Africa’s obligations under TRIPS and compe-
tition law principles. These legal initiatives where 
largely overtaken by developments in the market, 
which has seen the grant of several voluntary licenses 
for antiretroviral medicines. This perhaps explains 
why the changes to the Medicines Act were not 
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implemented to any great extent and the intervention 
by the competition authorities did not extend beyond 
the settlement reached with two pharmaceutical 
companies. 

 After a period of quiet, the  Taxotere ® case broad-
ened the debate beyond HIV-Aids and has seen the 
Supreme Court of Appeal dismiss constitutional 
grounds but adopt (within the existing requirements 
of South African Law) one of the principles applied 
in the United States applicable to the grant of prelimi-
nary injunctions in patent matters. This means that 
patentees may well need to be satisfied with an award 
of damages in circumstances in which the public 
interest would be harmed if the launch a generic 
pharmaceutical were to be prevented. 

 Despite the fact that the  Taxotere ® case provides 
protection for the public interest, it also has provided 
stimulus for the supporters of a patent examina-
tion system in South Africa as means to limit patent 
protection for secondary pharmaceutical patents. It 
remains to be seen whether or not the South African 
Government will decide to adopt an examination 

system and to do so by incorporating provisions simi-
lar to section 3(d) in India. 

 Access to medicines is a complex issue touching 
on many issues outside of the patent system. This 
article does not address the negative impact on for-
eign investment and the future availability of new 
medicines in South Africa that could result from a 
substantial increase in costs for obtaining patent 
protection and a weakening of the patent system. 
Interestingly, of the World Health Organization list 
of essential medicines studies have shown that, only 
approximately 1.4 percent of these medicines remain 
under patent with this percentage probably being 
even lower for Southern Africa. So it is difficult see 
how the patent system can be responsible for the 
lack of access to medicines. The much anticipated 
health sector inquiry by the competition authorities 
is due to commence, and this may shed some light 
on the other issues that affect access and hopefully 
also will extend the discussion beyond the narrow 
view that patents plays a significant role in reducing 
 accessibility of medicines in South Africa. 

 1. eBay Inc v. MerckExchange LLC, 126 S.Ct 1837 (2006). 
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  Trademark Licensing   
  Cheryl Hodgson  

 New Brand 
Launches—Client 
Gets Sued! 

 Imagine you own a vineyard in 
a top wine producing region in 
California. You dream of build-
ing a national brand, adored by 
consumers as a memorable wine 
that communicates the style and 
quality of the region. The brand 
name is selected, and you have 
conducted a search. Brand coun-
sel sees no existing trademark reg-
istrations that would conflict with 
your proposed use. It’s full bottle 
ahead, ready for launch. 

 Your new label has received 
government approval. The 
label is as beautiful as the wine 
is good. The wine is bottled, 
labeled, and ready to go. You’ve 
lined up several regional distrib-
utors to represent and ship the 
wine. The wine is available for 
sale in your tasting room, which 
hosts visitors from around the 
United States. Your Web master 
has listed the wine on your Web 
site, and there is a shopping card 
for ordering wine online. Your 
wine club is growing rapidly. 
Shortly after the wine is bottled, 
you ship wine containing the 
new label to wine club members 
in 34 states. The reviews are 

in—the wine is a hit. So what’s 
the problem? 

 You receive a letter from a win-
ery in Georgia claiming they have 
used the same brand name for 
wine since 2004. They demand 
that you cease and desist sell-
ing the wine and to change your 
brand’s name. After recovering 
from the shock, you say to your-
self: You’ve got to be kidding, 
who drinks wine from Georgia? 
But then, a more sober response 
follows: What am I supposed 
to do? 

 The unregistered senior user of 
a trademark is the nightmare sce-
nario every new brand owner has 
to fear. You have invested time 
and money, and the wine has built 
a loyal following. Should you just 
change the name of your brand? 
What are your rights? Well, my 
lawyerly response is: It depends.  

 It depends on who first used 
the term where and when, and 
how similar the labels are. There’s 
well-established legal doctrine that 
applies to protect a junior user 
that adopted and used the mark in 
good faith without knowledge of a 
senior user that has failed to regis-
ter its mark. The traditional rem-
edy absent a friendly settlement is 
a division of territories, often state 
by state, based on where you, the 
junior user, made sales prior to 

obtaining knowledge of the senior 
user. However, that rule is now 
more muddied by Internet sales in 
states where there is no physical 
location. Are sales on the Internet 
sufficient to establish rights in 
states where the wine is not yet 
sold in stores? The law awaits 
clarification. 

 Let’s look at the facts. The win-
ery in Georgia was never licensed 
to ship wine to any other state. The 
owner had a small tasting room in 
a tourist town where the wine was 
sold. Until several years   after  you 
first heard from them, they made 
no sales in stores anywhere in the 
United States, instead remaining 
content to sell their wine from 
their tasting room in Georgia. To 
make matters worse, the winery in 
Georgia then sues you in federal 
court, claiming nationwide rights 
based on a federal trademark 
application they filed just before 
sending you the nasty letter. 

 Yes, you have valid rights in 
those states in which you made 
sales prior to learning of the other 
winery’s use. Because you were 
up and selling on an active Web 
site as well, you may have even 
greater rights, but do sales on 
the Internet establish nationwide 
rights? Recent cases dealing with 
the rights of junior users have 
focused on whether the senior 
user can demonstrate evidence of 
its intent to expand. Without such 
intent, the senior user may have 
abandoned its rights to do so. 

 The moral of this true story is: 
Register early and expand in good 
faith as rapidly as possible, and 
seek the company of good brand 
counsel.  

  Cheryl Hodgson is the Founder of 
Hodgson Legal in Los Angeles, CA.  

 Licensing Markets 
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 Brand Licensing 
  Adrian Sertl  

 Rebranding? 
Three Things You 
Need to Do to Stay 
Compliant 

 In the world of professional 
sports, rebrands are a part of life; 
from time to time, expansion fran-
chises pop up or teams relocate 
to new cities, which usually is fol-
lowed by an aggressive rebranding 
campaign to sell tickets and mer-
chandise in these new markets. 
In professional soccer, rebranding 
is taken to a whole different level 
as clubs are in the business of 
redesigning the jerseys they play 
in on an annual basis with the 
intent of filling the coffers of their 
merchandise stores. For the global 
brands this definitely can be a very 
lucrative venture.  

 For large corporations, brand 
turnover in this frequency, in 
most cases, is not incredibly good 
for business. Companies spend 
decades of time and large sums 
of money to create, market, and 
sustain a specific brand identity 
that clients, both established and 
potential, can trust as reliable. 
However, at times a rebrand is a 
completely necessary undertak-
ing; there are practical examples, 
as in the case of a merger or 
acquisition, and creative exam-
ples, as in exploring new cli-
ent offerings or updating the 
look and feel of your marketing 
material.  

 Over the years that I have been 
an account manager, I have been 
involved with several clients’ 
rebranding processes and have 
come up with a  few things for 

companies to consider in the event 
they decide to rebrand.  

 A New Name? A New 
Domain!  

 It goes without saying that if the 
rebrand involves a name change 
or a new product, chances are you 
will make sure to go out and regis-
ter the appropriate domain name 
(if it is available of course) for the 
new Web site you will be creating. 
However, you will definitely want 
to make sure you are actively mon-
itoring the domain name space 
to make sure fraudsters are not 
trying to move in on your terri-
tory. While I would recommend 
some defensive domain name reg-
istering, taking it to an excess can 
be an expensive undertaking and 
likely a waste of resources. Also, 
make sure to link any old URLs 
to your new ones! You would hate 
for customers to get confused 
when they land on an error page 
when they are looking to visit 
your Web site.    

 Look Out for Old Logos  
 A company logo generally is 

considered to be one of the most 
recognized aspects of a compa-
ny’s overall brand. If your rebrand 
involves a new or updated logo, 
you likely will want to make sure 
that your vendors and affiliates are 
using it, seeing as how you have 
gone to all the trouble to create it! 
In reality, there are not too many 
places that keep detailed records 
of every single affiliate (let alone 
in a single list!), so investing in a 
service that can help you locate 
them online might well be a pru-
dent course of action. Not all of 
these outdated logos need to be 

addressed straight away; I would 
recommend prioritizing  those 
affiliates that have an ongoing 
relationship with your company 
over the ones that you may have 
dealt with only one time. 

 Compliance! It’s 
a Good Thing  

 For companies with a large affil-
iate network (banks, insurance 
companies, and real estate agen-
cies) a rebrand can pose a huge 
problem in terms of compliance 
given the potential for hundreds 
or even thousands of brokers each 
with their own individual Web 
sites. Someone is going to have 
to make sure all of these Web 
sites are compliant with the new 
corporate standard and, much as 
with vendors and affiliates using 
logos, having an updated “master 
list” of all of these brokers’ Web 
sites on-hand isn’t always the case. 
In my experience, companies’ bro-
ker networks generally are kept 
current with any and all rebrand-
ing efforts made by the parent 
organization, but it is always bet-
ter to have someone constantly 
monitoring the Internet to make 
sure all the changes have been 
made; this is especially important 
in identifying brokers that may 
no longer be affiliated with your 
company!  

 Having an active set of eyes on 
the Internet is crucial to ensuring 
that your rebrand runs as smoothly 
as possible. BrandProtect offers 
fully customizable  reputation 
management solutions that can be 
tailored to your specific needs and 
has a dedicated account manage-
ment team with the knowledge 
and expertise to back it up should 
you run into any problems. Don’t 
let your rebrand flop; it could cost 
you dearly! 

  Adrian Sertl is   an Account 
Manager at BrandProtect, based 
in Toronto.
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  Patent Trolls Aren’t 
the Only IP Trolls in 
the Forest— Look 
for Copyright Trolls  

 Patent trolls—“nonpracticing 
entities,” which are companies 
that acquire patents with little or 
no intention of doing anything 
with the patents except to hunt 
down and sue patent infringers 
have received much criticism and 
little love. President Obama has 
gone so far as to say “They don’t 
actually produce anything them-
selves. They’re trying to essentially 
leverage and hijack someone else’s 
side and see if they can extort 
some money out of them.”  

 Patent trolls generally have the 
legal right to sue, but these kinds 
of lawsuits cause much conster-
nation and expense on the part 
of the companies that are sued. 
No one likes to be sued and it 
seems being sued by a troll is 
particularly galling. Whether non- 
practicing entities are consistent 
with incentivizing innovation is a 
legal, social, and business issue of 
considerable importance. 

 A patent litigator colleague once 
told me that patent litigation is the 
“sport of kings.” Copyrights gener-
ally are nowhere near as expensive 
to litigate as are patents. Further, 
damage awards generally are 
nowhere near as high or as regal. 

 Why are there so few copyright 
trolls—not enough really to even 
merit a presidential rebuke? For 
one thing, the value of a copy-
right often is very small and not 
the millions of dollars that, say, 
a telecommunications or smart 
phone patent might be worth. 
Litigating on minor copyright 
infringements might not be worth 
the effort because damages might 
be just a few thousand dollars, 
even with the possibility of an 
attorney fee award for the suc-
cessful plaintiff. 

 There have been some attempts 
at copyright trolling; I’ve seen a 
few. I’ve participated in defending 
lawsuits by the former well-known 
copyright troll, Righthaven, whose 
plan to sue bloggers and others 
who posted newspaper stories and 
other materials ultimately fared 
poorly. 

 Righthaven’s tactics were to 
sue alleged infringers and, in my 
empirical view, to seek to obtain 
quick settlements—then move on. 
Some of the defendants fought 
back and Righthaven took some 
heavy hits. 

 The main action in the copyright 
trolling community now seems to 
be in adult or porn cinema. A 
handful of law firms are suing, or 
threatening to sue, companies and 
individuals for uploading or down-
loading adult movies. The law 
firms assert that they have evidence 
through Internet Service Providers 

or otherwise that the potential 
defendants have had access to the 
adult films. Copyright protection 
is judgment neutral. An adult film 
is just as entitled to copyright pro-
tection as a family-friendly film. 
Strategically, the copyright owners 
count on the embarrassment fac-
tor to obtain quick settlements. In 
other words, the potential defen-
dant may not want the bad press 
of having access to a pornographic 
film with a salacious title—and 
might settle quickly.  

 As happened with Righthaven, 
there is enormous pushback. See 
just one example regarding Prenda 
Law at  http://arstechnica.com/
tech-policy/2013/03/angry-judge-
calls-porn-trolls-bluff-orders-entire-
firm-to-court/. 

 So if you receive a letter threat-
ening you or your company for 
such activity, the first thing to do 
is to try to independently verify 
the truth of the allegation. Second, 
is to decide whether to fight, give 
in and settle, or just wait it out. It’s 
fair to say that so many of these 
cases have been filed in federal 
courts, that the shock or embar-
rassment value may not be all that 
high at this point. Still any claims 
of alleged copyright infringement 
of this kind take time and money 
to deal with in terms of in-house 
and outside lawyers, IT depart-
ment resources, and more. As with 
Righthaven, the fight between 
copyright trolls and potential 
(or actual defendants) has been 
engaged, and there can be numer-
ous defenses.  

 Mark Fischer is a partner with 
Duane Morris , LLP based in the 
firm’s Boston, MA office.

 Copyright Licensing 
  Mark Fischer  
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 Patent Licensing 
  Andy Golden  

 Keeping the 
Patent Wolves at 
Bay: Protecting 
the Heart of Your 
Startup 

 I know several inventors 
and patent attorneys who have 
breathed a sigh of relief after real-
izing that a patent has missed an 
opportunity to impede their com-
mercialization path. For example, 
the patent claims of a prior art 
patent may contain unnecessary 
limitations on design or imple-
mentation; despite the absence of 
a preceding prior art landscape. 

 Although some patents are 
obtained merely to check a box 
or promote technology, most are 
intended to exclude competition 
from an invention space. So why 
spend $10,000 to $100,000 for a 
patent that does not exclude com-
petition? Here are three tips for 
keeping the wolves at bay. 

 1. Choose Carefully  
 Patent attorneys are not com-

modities so find a good one. I usu-
ally find patent attorneys through 
the good recommendations of 
their peers. Similarly, I have seen 
several companies benefit from 
auditing their current patent firm 
with a second firm. 

 Select a patent attorney who 
has the technical background to 
quickly understand your invention 
in detail, as well as its role in your 
business plan. Understanding 
the invention is critical for draft-
ing effective claims, enabling 
the invention, and minimizing 
“design-arounds.” Moreover, time 

is money and the quicker the pat-
ent attorney grasps your inven-
tion, the less you spend on patent 
drafting. 

 Example: Years ago, a research 
group wanted to patent two inven-
tions earmarked for two academic 
manuscripts. The process in the 
first paper was used in the sec-
ond to form a material for tissue 
engineering. However, the second 
paper did not require the first, and 
the first was broader and more 
valuable than its application in the 
second. De-conflating the inven-
tions in the patent application, 
among other things, wasted many 
hours and thousands of dollars. 
A weak patent application was 
submitted just before the deadline 
and then abandoned five years 
later. 

 2. Tear Down That Wall 
 Don’t throw the invention over 

a wall. A good patent requires 
collaboration with the patent 
attorney. Transforming technical 
details and business objectives 
into a legal document is an inter-
disciplinary process. In particu-
lar, the inventor/scientist/engineer 
must actively participate in identi-
fying novel elements and technical 
“design-arounds” for protection, 
so that technically savvy com-
petitors cannot pursue them. It’s 
impractical (and costly) to expect 
the patent lawyer to understand 
your invention space as well as 
a specialist who has lived and 
breathed in the space for years. A 
kickoff meeting can be an effective 
venue for brainstorming poten-
tial claims and “design-arounds” 
with the patent attorney before 
documentation and billable hours 

accrue. Here are a few questions 
that might lead to anticipation of 
technical “design-arounds”: 

•    What are the ways in which 
you might practice the 
invention? 

•    How might a competitor or 
potential licensee practice or 
design around the invention? 

•    How might your invention 
evolve during the R&D pro-
cess, production scale-up, or 
postmarket surveillance? In 
other words, what risks remain 
and how might they change 
the course of the product? 

•    How might the patent benefit 
future product lines or adapt 
to a changing market? 

•    What entities are the focus 
for infringement? What enti-
ties are not the focus ( e.g. , 
a medical practitioner or a 
customer)?   

 In truth, it often is unlikely that 
the innovator can anticipate and 
prevent every creative “design-
around”, but the innovator can 
anticipate much of the low hang-
ing fruit. The lawyer should cap-
ture these technical and legal 
“design-arounds” in the patent 
application. 

 3. Keep Your Eyes on 
the Bottleneck 

 Align your patent application 
with business objectives. Focus on 
identifying the commercially valu-
able bottlenecks.  These bottlenecks 
are your invention— not the prod-
uct that embodies merely an exam-
ple of the bottlenecks.  Then, instead 
of describing each component of 
the product with equal weight and 
consideration, focus the patent 
application on protecting the valu-
able bottlenecks and associated 
“design-around” risks. Taking a 
stab at this in a detailed patent dis-
closure for the lawyer can improve 
the final patent application and 
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sometimes reduce the billable 
hours required for drafting. 

 Theoretical example: An aca-
demic group develops a new 
label-free biosensor for potential 
use in drug discovery. The main 
commercial advantage is that 
the label-free biosensor is not a 
destructive test, so, for the first 
time, the cells can be monitored 
for days, providing higher qual-
ity data. At the kickoff meeting, 
the team decides the key bottle-
neck is long-term monitoring of 

cells for this particular cell assay. 
In contrast, the label-free biosen-
sor is a minor bottleneck; it is 
treated as one of several possible 
ways to achieve long-term moni-
toring, as other companies could 
conceivably develop labeled tests 
that are similarly nondestructive. 
Although the patent does include 
claims on the biosensor, it focuses 
and expands on enablement and 
valuable embodiments of long-
term monitoring, such as previ-
ously undetectable cellular events, 

data analysis, and methods to 
exclude dedifferentiated cells. 

 In brief, some people say that a 
good patent lawyer “gets into the 
head” of the inventor to extract 
the invention. A counterargument 
is that with good collaboration 
and alignment of the patent appli-
cation with business objectives, 
this may not be necessary. 

 Andy Golden is  a Senior R&D 
Engineer at LeMaitre Vascular, 
based in Boston, MA.

 Technology Licensing 
  Chris Neumeyer  

 Ten Tips for 
Successful 
Outbound 
Technology 
Licensing 

 In this age of endless corporate 
cost-cutting, it might seem the 
only way to compel a company to 
license your technology is through 
litigation or threats of litigation. 
After all, why would a company 
agree to pay large sums of hard-
earned dollars for the use of intan-
gible property unless it absolutely 
has to? 

 Well, they do. While patent law-
suits grab the big headlines, plenty 
of licensing takes place without 
threats or coercion. Often it results 
from business discussions between 
willing participants. The licensor 
may be unwilling or unable to 
fully develop and commercialize 
its technology, while the licensee 
may believe use of the technology 

will generate increased revenue 
or other benefits that should out-
weigh the costs of licensing. 

 Take Microsoft, for example. 
They license out a variety of tech-
nologies that improve the perfor-
mance of computers, monitors, 
keyboards, and more. But, they 
hit a jackpot with their android 
patents, licensing their technology 
to cell phone manufacturers who 
paid more than $400 million in 
licensing revenue in 2012. Or con-
sider IBM, Intel, Qualcomm, and 
Texas Instruments, each generat-
ing roughly $1 billion in annual 
licensing revenue. Of course, those 
are extreme cases, but the point is 
licensing deals often are entered 
into not in response to litiga-
tion but as a strategic, mutually- 
beneficial business transaction. 

 Of course, it’s not easy locating 
potential licensing partners and 
convincing them that paying roy-
alties makes business sense. In 
fact, it usually requires a great deal 
of work. But, technology licensing 

agreements usually are negotiated 
as a business deal, with the licen-
sor wielding a carrot not a stick, 
sparing both parties the stress 
and expense of litigation. I know, 
because my former employer, on 
several occasions, succeeded in 
doing the same. 

 Here are 10 tips intended to 
help your company out-license 
its technology through business 
means. 

 1. Develop a Plan 
 Before taking action define 

the objectives. Is your company 
seeking revenue from its noncore 
patents, or looking for a partner 
to commercialize its technology? 
Does it hope to grant a pure IP 
license or transfer all of its rights 
concerning a product or technol-
ogy and assist with the develop-
ment, manufacturing, training, 
and maintenance? Is it considering 
one ad hoc deal or a regular out-
licensing program? Regardless of 
the objectives, success will depend 
on carefully formulating a plan, 
discussing with top management, 
and receiving their full support. 

 2. Develop a Team 
 In addition to the support of 

management, contributions likely 
will be required from various 
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functions within the company, 
including business units, R&D, 
and marketing, as well as outside 
counsel, licensing professionals, 
and more. Ideally, the company 
will establish a dedicated licens-
ing team to lead and coordi-
nate efforts. Companies such as 
Phillips, Toshiba, and Hitachi, 
for example, have hundreds of 
employees devoted specifically to 
the licensing of their companies’ 
patents. Your company may not be 
on the same scale, but even a staff 
of one or two dedicated licensing 
professionals can help handle the 
heavy workload, send a company-
wide message about the impor-
tance of out-licensing, and ensure 
that licensing projects are handled 
in a systematic manner. 

 3. Do Your Due Diligence 
 Locating potential partners and 

convincing them to license will 
require in-depth knowledge of not 
just your company’s patents, prod-
ucts, or technology, but those of 
potential partners and an under-
standing of the industries, mar-
kets, and business environments 
within which they operate. 

 What benefits does your tech-
nology offer? What are its primary 
applications and other potential 
uses? How does it compare to 
competing technologies, in terms 
of performance, cost, reliability, 
and other factors? How strong 
is the IP? How easily can it be 
designed around? What indus-
tries might benefit from it? What 
types of companies make up those 
industries? Who are the decision-
makers in those companies? What 
are the primary factors that drive 
their purchasing decisions? What 
are the product life-cycles in those 
industries and how does your 
technology fit in? What are the 
regulatory requirements, the pric-
ing policies, and so forth? 

 In short, it will be difficult sell-
ing another company on your 

technology unless you have a thor-
ough grasp of that company and 
the technical, legal, marketing, 
and business factors that affect it. 
Once that research has been per-
formed, it’s time to prepare a brief 
prospectus, describing your prod-
uct or technology and demonstrat-
ing precisely how it will benefit 
the other company with respect 
to new customers, new markets, 
increased sales, and such. 

 4. Create a Buzz 
 Because it can be difficult fore-

seeing all potential applications 
for a technology, it may help to 
actively publicize your technology. 
On your company Web site, in 
press releases, at seminars and 
trade shows, in announcements 
by your CEO, do whatever it takes 
to get out the word that your com-
pany is making available its inno-
vative technology that will benefit 
some lucky business partner. After 
signing up each licensee, a press 
release announcing the deal may 
be a good way to help generate 
future business, so long as the 
announcement does not violate 
confidentiality obligations. 

 5. Study Potential 
Partners 

 Any potential partners should be 
subject to additional scrutiny. Do 
they appear to have the necessary 
expertise in business, technology, 
marketing, management, sales, and 
distribution, to make a deal worth-
while? Do they appear to be capable 
of fulfilling their financial obliga-
tions and honoring their half of the 
deal? Particularly if it’s a product or 
technology license, and not merely 
an IP license, confidence in your 
licensing partners is critical. 

 6. Prepare Preliminary 
Documents 

 Preparation of a sales pro-
spectus was mentioned above, 
but it also may help to prepare a 

term sheet for internal use, list-
ing issues to be addressed in the 
intended license, defining the 
subject  matter ( i.e. , patents, other 
IP, technology, specifications, soft-
ware, etc.), scope of rights granted 
( i.e. , make, use, have made, repro-
duce, modify, etc.), term, territory, 
exclusivity, financial terms, and so 
forth. Discuss the proposed terms 
internally and seek consensus 
before discussing them with poten-
tial partners. Don’t forget to pre-
pare a Confidentiality Agreement 
to be signed prior to any detailed 
external discussions. 

 7. Meet Potential 
Partners 

 Try to arrange for a face-to-face 
meeting as early as possible. In a 
non-threatening, business man-
ner, present your proposal, show 
your prospectus, and bring along 
any supporting documents, such 
as patents, specifications, prod-
uct sheets, test results, calcula-
tions, public information, and so 
forth. Come prepared to explain 
any technical, legal, and business 
issues, but recognize that a series 
of meetings will be required. 
Do they wish to see samples or 
schedule meetings between tech-
nical staffs? What issues require 
further clarification and explora-
tion? Try to establish an agreed 
timetable to move the process 
forward and schedule a date for 
the next meeting. 

 8. Negotiate Wisely 
 All of the  standard advice 

concerning negotiating  applies. 
Engage in principled, good faith 
discussion based on objective stan-
dards. Listen closely and focus on 
interests, rather than positions. 
Search for high value/low cost con-
cessions. Invent options to expand 
the pie for mutual gain. Know 
your best alternative to a negoti-
ated agreement (BATNA) and don’t 
yield to pressure, but work together 
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amicably, exploring all options in 
search of a win/win solution. 

 9. Get a Signed Formal 
Agreement 

 I can’t count how many times 
I have been called in to help, 
because the business guys nego-
tiated a deal, deliverables were 
delivered, payments transferred, 
equipment purchased, tooling 
designed, and substantial other 
investments made, before a major 
dispute arose and it was discov-
ered the parties never did sign 
an agreement. Don’t make that 
mistake. Considerable risks and 
uncertainty can be avoided by 
ensuring that a proper agreement 

is negotiated and drafted by an 
attorney, signed by both parties 
and filed where it belongs. 

 10. Maintain the 
Agreement 

 Whether it’s a pure IP license or a 
more complex technology transfer, 
it may be prudent to check from 
time to time for any concerns that 
may need addressing. Does  the 
agreement contain milestones that 
must be met? Are royalty payments 
being timely made? Does the 
licensee require assistance with 
the technology? By showing your 
concern and making a few simple 
inquiries, you never know what 
other opportunities may arise. 

 Conclusion 
 These 10 tips are aimed pri-

marily at companies seeking 
licensees who are not yet using 
your technology—introducing 
it to them and convincing them 
of its value. However, even if a 
company appears to already be 
using your technology, business 
solutions almost always are more 
efficient than litigation, so it usu-
ally can’t hurt to offer them a car-
rot first, and maybe a celery or 
a parsnip, and save the stick for 
later. 

  Chris Neumeyer is   the Managing 
Partner at Asia Law International 
Attorney, based in Taipei, Taiwan.   
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