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INTRODUCTION


Although we have clearly entered the Information Age, a question still remains as to how the traditional patent system fits within this new digital era.  On one level, the patent system has easily expanded the scope of patentable subject matter to include computer software, internet business methods, and computerized methods of drug discovery.
  However, a patent is of little utility without enforceability and the scope of patent rights in this era is more indeterminate
.
  In contrast to clear decisions of the expansive scope of patentable subject matter, there is a major question with respect to whether patents on information-age technology that may easily cross national boundaries constitutes infringement.
  This is an important issue in an age of globalism where inventions can more readily cross borders and companies daily do business across continents.

Liability under United States patent laws can arise for activity that occurs partially  beyond the borders of the United States.  Although principles of sovereignty dictate that United States laws have no reach for activity that occurs completely beyond the boundaries of the United States, there are statutory provisions that impose liability for use of patented inventions that occurs at least partially within the United States. Commonly referred to as “extraterritorial patent infringement” provisions, they were crafted long before the onset of the information age to address different issues.
   In one case, the patent act was amended to prevent those who escaped the letter of then-existing law, but were perceived to nonetheless violate the spirit of the law
.
  In another case, the patent act was amended to protect the domestic pharmaceutical industry from a perceived competitive disadvantage with respect to those who could use their patented processes outside the United States without incurring liability and then sell domestically to undercut the patent owner’s products at home.


However, as technology has developed, the extraterritorial provisions have not, leading to judicial decisions that have spawned legal uncertainty and disparate results as courts wrestle with how to apply laws crafted for a different era to contemporary technology.  For example, in several cases, substantial damage awards have been imposed on Microsoft based upon its export of software for assembly in machines that were made and sold only outside the United States despite suggestions that the statutory basis upon which liability was imposed should not apply because it was intended to encompass only tangible products.  On the other hand, the Federal Circuit has interpreted a different extraterritorial patent provision to preclude imposing any liability on companies that use a patented process abroad to create information critical to the drug discovery process that is imported to the United States.
  In each of these cases, a multinational company has engaged in some activity outside the United States, but in one instance, the company can completely evade patent liability, whereas in the other, there is the potential for substantial liability.

The situation has only become more complex recently with the Federal Circuit imposing liability on the maker of the popular Blackberry devices for activity occurring partially beyond the United States under a provision that expressly requires activity within the United States.
  In other words, a company was found liable for extraterritorial activity, but not under either of the extraterritorial patent provisions.

  Although statutes are presumed not to have extraterritorial effect without the clear intent of Congress – as in the explicit extraterritorial provisions previously discussed – the Federal Circuit nonetheless imposed liability with little regard for this principle.  Rather, the Federal Circuit found that such liability was appropriate because the activity was “controlled” from the United States, extending a much older case with distinct facts, as well as a different statutory provision.
  Although the intricacies of this opinion could readily spawn an entire discussion unto itself,
 the focus here is on the expansion of traditional statutory provisions to cover extraterritorial activity and how such expansion fits with the pre-existing statutory framework for extraterritorial liability.  

If a multinational pharmaceutical company can evade liability, why not the multinational software manufacturer, such as Microsoft, or the foreign company with some United States activity, such as the manufacturer of Blackberry devices?  An easy answer is that different statutory provisions apply.
  However, there may be other important policy issues.  For example, are differing results a function of judicial unease with the general breadth of patentability
, or at least with how to apply laws of the bricks and mortar world to what is more akin to information?
  In addition, are the differing results a reflection of competing visions of statutory interpretation that underscore inconsistent policy perspectives?

The extraterritorial patent cases have not gone unnoticed.  The software industry has argued that current law unduly hinder its operations and may place the entire domestic software industry at an international disadvantage.
  Moreover, there have been legislative proposals to address some – but not all – of the recent decisions concerning extraterritorial patent infringement.
  In addition, the Supreme Court may provide some aid in resolving this issue if it grants certiorari in the case of AT&T v. Microsoft.
  However, even if it grants the cert petition, its decision would necessarily be limited only to one of the three situations where  patent liability current exists for extraterritorial activity.
  
However, despite all this attention, there is no single forum where the entirety of the extraterritorial provisions are being considered with respect to whether they are sound policy, as well as whether they are providing uniform results. 


This article provides the necessary comprehensive view of extraterritorial application of United States’ patent laws.  As noted, 
the time is ripe for a policy-based consideration.   Moreover, in light of the current climate favoring patent reform, it is particularly important to move beyond specific desires of industry lobbyists to ensure a broad policy framework that is best suited for all actors, as well as the patent system as a whole.  

This article considers whether the provisions are appropriate in light of fundamental patent policy, as well as current realities.  In particular, with respect to both traditional patent policy as well as the policy issues animating their creation, the provisions will be analyzed with respect to whether they give patent owners their just reward, or whether they allow unscrupulous infringers to evade infringement.  In addition, the more general policies underlying extraterritorial application of domestic laws will also be considered, together with the current reality of a world with more extensive patent laws than when extraterritorial patent provisions were first created.  

In addition to providing a comprehensive evaluation of the differing statutory provisions, this article also provides a new perspective that unifies the disparate provisions.  Namely, this article focuses on one commonality through all the cases --  how should a court interpret a statute designed for a different era involving different technology?  At first glance, the question may seem a routine one that exists in any statutory-based area of the law.  However, in the patent field, where the nature of the area is new technology, the question of how to apply old statutes to new technology is a critical one.  By its very nature, patent laws cannot anticipate every type of technology that will be created after the laws are passed.  The question then arises as to whether patent statutes should be interpreted literally and where there is a question, what type of legislative intent should control.  Should courts look to the specific problem that Congress aimed to address at the time of enactment – that may very well no longer exist, or should courts aim to follow the legislative “spirit.”  In the area of patentable subject matter the Supreme Court, as well as the Federal Circuit, have seemed to follow the legislative spirit to embrace inventions that were clearly not contemplated when the 1952 patent act was enacted.  However, the scope of granted patents is just as important as the scope of patentable subject matter in effectuating the policy of patents in promoting innovation.  After all, if many patents can issue, but have limited enforceability, the wide subject matter reach is of little utility.  
To tackle the issue of extraterritorial patent infringement, Part I begins with some important background on domestic patent law and policy.  First, traditional policies underlying patent law are explained.  In addition, a perspective on the evolving nature of patent rights through both institutional change, as well as legal interpretations is provided to help ground a perspective of where extraterritorial patent infringement should appropriately fall.  The underlying policies that animated enactment of the extraterritorial patent provisions, as well as the specific intricacies of these provisions will also be explained.  

Part II provides pertinent background on the genesis of extraterritorial provisions.  Section A discusses Deepsouth and the resulting statutory provision.  In particular, this section explains the differing perspectives of the majority and dissenting opinions in Deepsouth through two themes that they both share: punishing intentional thwarting of patent laws, together with a bipolar perspective on interpretation of patent laws.  

Part III focuses on key cases that have interpreted the extraterritorial provisions, or interpreted traditional patent provisions to encompass extraterritorial activity.  Each major section of this Part focuses on a different statutory provision providing patent liability for some extraterritorial act.  Section A provides a new lens of interpretation for the Deepsouth decision that prompted the enactment of the first extraterritorial provision, 271(f).  While this lens does not entirely reconcile the results, it does shed light on an underlying issue that may need to be resolved.  These themes are then analyzed in selected Federal Circuit cases with extraterritorial applications under 271(f), (g) and (a).  

Part IV moves beyond the existing cases to examine the overriding context of present extraterritorial patent law, as opposed to the general theory and history of patent law addressed in Part I.  Section A begins by evaluating the current international and global context where most countries have patents and the strength of patent rights continue to increase.  This section also undertakes a comparative examination of extraterritorial patent infringement to evaluate whether extraterritorial infringement.  Section B then builds upon this background and also adds to the mix current proposals for domestic patent reform to assess whether liability for activity beyond the borders is desirable.  In addition, this section evaluates whether current or pending proposals to patent reform are TRIPS consistent.  Finally, this Part provides some concluding thoughts on current and possible proposals to ensure that patent liability is in sync with an increasingly interconnected and international world.  

I.  Background
A. Patent Law and Policy 

The predominant rationale for the existence of patents is that they are a utilitarian tool that promotes innovation.
  Sometimes the innovation theory is alternatively stated as a “reward” that encourages innovation and disclosure, which in turn may enhance further research and technological development.  The patent reward lies in the nature of the grant – a right to exclude all others from the patented invention; in particular, a patent owner can exclude all others from making, using, selling, offering to sell, or importing the invention within the United States.
  However, the patent reward is not simply a prize.  

Most patent theories recognize that the patent exclusivity, which is believed to promote innovation, is part of a bigger social bargain.  The United States Supreme Court has referred to the patent system as a “carefully crafted bargain”
 that encourages innovation and promotes increased knowledge in the public domain by providing both an incentive to create and a reward for disclosure to the public.
  Innovation is arguably promoted by patent requirements that only permit patents to be granted on inventions that are new, useful and nonobvious.
  In addition the public disclosure for which the patent reward is granted must be a complete disclosure of the invention, such that the public is in “possession” of the invention.
  Although the public may not immediately use the patented invention, the issuance of a patent necessarily involves publication of the invention, which shares the inventor’s disclosure with the world.  In addition, the public is free to use the invention as soon as the patent expires.  Accordingly, even though the public is excluded during the patent term, the net benefit of eventually having the invention belong to the public as opposed to the infinite term of a trade secret is considered a just bargain.  

Another part of the social bargain is that the patent rights are limited.  First, the patent right is limited in duration.
  The patent term stems in part from the Constitutional directive that if Congress provides exclusive rights to inventors, they should be for “limited times” and promote progress.
  In addition, patent rights are generally limited to the territorial bounds of patent-granting nation; this seems to flow naturally from the fact that patents are granted and enforced by individual nations.  While the extraterritorial patent provisions are an exception to this rule, even those provisions are premised on activity that takes place within the United States.  The traditional principle of territoriality is also seen in the common practice of filing near identical patent applications in all countries where the applicant seeks patent rights.  

Patent rights are also narrowly tailored to provide the inventor a reward for his/her specific invention.  In particular, the scope of a patent is limited to the claimed invention; although a patent may exist in a broad field of technology, the patentee does not have rights to the entire area.  In addition, patent rights only encompass activity that embodies every element of the narrowly claimed invention.  For example, if a patent claim requires compositions A+B+C, someone who makes A+B will not be liable, even if the products are in the same field of technology and even if there is a deliberate attempt to avoid infringement.

Although patent rights are strictly interpreted according to the very element rule, there are other doctrines that work to ensure that the inventor gets his/her just reward.  In particular, if a defendant does not literally make every element of a claimed invention (say the defendant makes A+B+X), a court may nonetheless find the defendant to infringe under the doctrine of equivalents if X is substantially similar to element C that is part of patented A+B+C.  Although the doctrine has been narrowed in recent time, its policy is nonetheless important with respect to reinforcing the principle of ensuring that a patent owner gets its just reward against “unscrupulous” infringers.
  

[policy rationale for essentially strict liability rule with patent infringement?  How does this fit into the incentive theory? – or, does it?]

[law and policy on remedies – tie in to whether 271(f)/(g) over-reward patent owner]

B. Expansion and Evolution of Patent Rights

1. Domestic Patent Law

The statutes creating extraterritorial patent infringement can be seen as part of a larger trend of expanding the boundaries of patent rights, as well as a more favorable reception to patent rights.  For example, the 1972 Supreme Court opinion that preceded the first Congressional enactment of extraterritorial infringement specifically noted a historical antipathy for monopolies, including patents as a reason for a literal/narrow interpretation of patent laws.  At that time, the Justice Department guidelines concerning per se illegal practices under antitrust law included activities that a patent owner might engage in, such as tying agreements.  However, by the 1980s, the per se list was abandoned in favor of a rule-of reason that was more patent-friendly.  Perhaps more importantly, the early 80s heralded the beginning of a new appellate court designed to hear all appeals of patent cases.

Before:  Patents viewed with Suspicion; frequently held invalid; even when valid, low $$ 


--( patents considered not that valuable

Today:  pro patent Federal Circuit; patents often valid

- patentable subject matter very broad (Diamond v. Chakrabarty, Software, Business methods)

- patent rights very strong; patent rights fundamental to business

- expanded damages and injunctive relief (only slightly pulled back in ebay)

- limited experimental use exception; enhanced damages and injunctive relief

- no parallel imports

2. International Developments

Concurrent with domestic expansion of patentability and patent rights, patents were also strengthened globally.  TRIPS.

74 – Trade amendments to section 301

80s --  USTR – pro-patent trade approach; argue for IP inclusion in GATT

84 – section 301 listings

88 – section 337 of Trade Act further strengthened rights

mid 80s – push for international IP

94 – TRIPS concluded

[maybe add chart with timeline of important developments??]

II. Extraterritorial Patent Activity [DIFF TITLE??]
A. General Principles of Extraterritorial Application

Extraterritorial patent infringement should be considered within the broader context of extraterritorial application of United States laws.  The Supreme Court has stated that as a matter of statutory construction, there is a general presumption that statutes are meant to apply only within the territorial bounds of the United States “unless a contrary intent appears.”  Although there is authority for the fact that Congress has power to legislate extraterritorially, especially with regard to its own citizens, this cannon of statutory interpretation is a long-standing one.
  Originally, the presumption was against application of federal laws to foreigners, but it has also been applied to US citizens as well.
  Typically, a party seeking to claim extraterritorial application must establish that the affirmative intention of Congress is clearly expressed.  

Although there is clear Congressional intent to create extraterritorial application of patent laws under two provisions of the patent act, the fundamental principles against extraterritorial presumption may be important to both interpreting the appropriate scope of these provisions, as well as considering the propriety of the Federal Circuit’s interpretation of a provision that has no express extraterritorial presumption (NTP v. RIM).  There are a host of different rationales that have been provided for this presumption, including international law, international comity, and separation of powers considerations….. [ADD MORE HERE – both for background and particularly regarding current discussion of whether traditional presumptions should still apply in a more global society]

B. US Patent Laws

1.  Deepsouth and 271(f)


The first Congressional expansion of patent laws beyond the boundaries of the United States was made to close a perceived “loophole” after the 5-4 Supreme Court decision in Deepsouth Packing v. Laitram Corp.   In particular, the passage of the Patent Law Amendments Act of 1984 added new subsection (f) to the traditional types of infringement found under Section 271.  Congressional intent to overrule the Deepsouth decision was explicit in the accompanying legislative history: “this proposal responds to the United States Supreme Court decision in Deepsouth Packing, concerning the need for a legislative solution to close a loophole in patent law.”
  


To best understand 271(f), an examination of the facts that prompted its enactment – the facts of Deepsouth – are important.  
In prior litigation, the defendant Deepsouth had previously been found to infringe a patented shrimp deveining device
 and was enjoined from continuing to make or sell such devices. 
  Although Deepsouth realized that its domestic business was defunct, it was not completely deterred by the infringement ruling; rather, Deepsouth deliberately sought a way to salvage its business operations abroad by exporting all of the components of the patented device for assembly outside the United States.
  Deepsouth was completely upfront about its actions.  Deepsouth told its customers that because of a “very technical decision” the machine could be manufactured in the United States, but assembly of two parts could not be completed within the United States.
  In addition, Deepsouth sold the unassembled components of the patented machine for the same price as the fully assembly machines, on the basis that the actual assembly could be accomplished in less than an hour.
  The Supreme Court was thus faced with the question of whether Deepsouth’s creation of the components without the final step of assembly in the United States could nonetheless be considered to “make” the patented invention within the United States.  


Although Deepsouth is frequently noted as the trigger for enactment of 271(f), the Supreme Court struggle with addressing the facts of the case – as evidenced by the 5-4 decision – are less often discussed, although nonetheless important since those policies continue to percolate through subsequent decisions that attempt to apply 271(f).  First, the split opinions reflect two different approaches to reading patent acts – either looking for specific guidance from Congress, or taking a broader interpretation to effectuate patent policy.  Whereas the majority felt restrained from applying 271(f) in this instance without clear direction from Congress, the dissent took a result-oriented perspective and objected that the majority’s result is to unduly to reward the artful competitor who uses another’s invention in its entirety and who seeks to profit thereby.
  In addition, both majority and dissent seemed to focus on the perceived culpability of the defendant even though they ended up with differing results.  Both of these themes return in cases after the passage of 271(f) as courts struggle to apply old law to new technology.  Although that is inherently the case with patent law, it is not always such a struggle.  For example, although Diamond v. Chakrabarty similarly evidenced a 5-4 split in opinion with regard to interpreting the scope of patentable subject matter, subsequent cases have all upheld a broad interpretation and arguably beyond what is necessary to provide an incentive to invent.



271(f)

The legislative response extended the traditional types of secondary patent liability to create liability in circumstances where there would have been vicarious infringement, but for the fact that the “infringing activity” occurs abroad.  Both of the traditional secondary liability provisions, inducement and contributory infringement, are premised on direct infringement by another that occurs within the United States.
  Accordingly, in the Deepsouth case, although Deepsouth had actively induced assembly of the patented invention, because that assembly occurred outside the United States, there was no direct infringement, and accordingly, no secondary infringement that could be predicated on direct infringement.
 The new subsections addressed this problem by adding language about activity that “would infringe” if it occurred within the United States.
  Otherwise, the new subsections mirrored the traditional provisions on inducement and contributory infringement.
 







Liability under 271(f)(1)


The statutory provision 271(f)(1) establishes liability for the Deepsouth-type of situation.
  Liability under this provision must be premised on the supply of “all or a substantial portion of the components of a patented invention” such that they may be combined abroad.
  The Deepsouth situation of supplying all the component parts would clearly fit within this description.  In addition, the provision provides that liability is imposed on the actor that “supplies or causes to be supplied” the component parts.
 Again, Deepsouth clearly actually supplied the parts of the patented invention and even sold them as equivalent to the assembled invention.  The last element of this provision requires that the supply of the components should “actively induce the combination of such components outside the United States in a manner that would infringe the patent if such combination occurred within the United States.”
  This active inducement element was also clearly met in Deepsouth in an attempt to avoid what Deepsouth perceived as a technicality in infringement law.   

Liability Under 271(f)(2)


In addition to providing a Congressional over-ride of the Deepsouth decision by enacting 271(f)(1), Congress provided a companion provision to create another type of extraterritorial infringement in situations not represented by the Deepsouth case.
  The core premise for liability under 271(f)(2) is the supply of at least a single component “especially made” or “especially adapted” for use in the patented invention.
   However, assuming that the “especially made” component requirement is satisfied, liability still can not be imposed unless the component is not a staple article capable of non-infringing use, and there is knowledge of the likely combination abroad in a way that would constitute infringement if it were to occur in the United States.  So, in sum, liability under 271(f)(2) arises for one who supplies a component of a patented invention if that component is (1) especially made or adapted to use in an patented invention, (2) not a staple article or commodity suitable for substantial non-infringing use, and (3) the act occurs with knowledge that the component supplied is intended to be combined outside the U.S. to produce “infringement” if the combination  happened within the United States.
  

2.  271(g)

 SEQ CHAPTER \h \r 1
The other companion provision providing some extraterritorial application to patent laws likes is 271(g).  Although enacted after 271(f), initial proposals included precursors to both provisions in 1983.  However, regardless of the similar time frame, different issues animated the proposals.  Whereas 271(f) was prompted by Deepsouth, the precursor of 271(g) was not an attempt to overrule undesirable law.  Rather, 271(g) can be considered an extension of existing law that provided some protection to process patent owners from the International Trade Commission.
  However, only injunctive relief was offered pursuant to the ITC route, which offered an incomplete remedy in cases where the goods had already penetrated the United States.
  The pharmaceutical and biotechnology industries were very vocal in arguing that foreign competitors who used their patented processes overseas (in countries without similar patents) were displacing American inventions and threatening the overall competitiveness of their industry.  In particular, they argued that innovation was threatened because in many cases only patents on manufacturing processes (as opposed to the product) were available for the results of their research and their innovation was not protected against foreign competitors who used the patented processes overseas and imported and sold products at a fraction of the cost.
   Congress agreed that existing laws unduly put United States business at a competitive disadvantage.
   

 SEQ CHAPTER \h \r 1
Fundamentally, section 271(g) creates liability for the act of importing a product that is not itself patented.  Liability under 271(g) is typically premised on the importation of a product “made by” a patented process.”
  However, determining the scope of products made by a patented process is difficult to do because the statute does not provide an affirmative definition of what it means for a product to be “made by” a patented process.  Moreover, legislative history indicates that Congress intentionally left the language vague with the hope that courts could address individual cases.  The only definition of this phrase within the statute is in the negative; that is, by defining the two exceptions to what would otherwise be considered “made by” a patented process: (1) a product “materially changed” by processes completed subsequent to the patented process, and (2) a product that becomes a trivial or nonessential part of a different product.

III. Extraterritorial Infringement In Flux

A. 271(f) – Exports of Components of Patented Invention

Until recently, there have been few cases addressing 271(f) and very few instances where the facts seemed to mirror the Deepsouth situation of a deliberate infringer.  Through the early 1990s, 271(f) was rarely mentioned.   SEQ CHAPTER \h \r 1Often-times the provision is only mentioned with respect to damages, or the scope of an injunction.
 Alternatively, an allegation of liability under 271(f) is a secondary argument raised on appeal, or only raised by the court SEQ CHAPTER \h \r 1.
     

Although most 271(f) cases still arise in the context of damages, and particularly with respect to motions in limine to exclude evidence regarding overseas activity, the Federal Circuit has recently taken an expansive view of 271(f).  In contrast to earlier decisions by district courts that declined to extend 271(f) to cases involving methods, as well as other inventions that seemed unlike the mechanical device in Deepsouth, the Federal Circuit has held that 271(f) does embrace patented methods, and that software can be a component of a patented device within the scope of 271(f).

The Federal Circuit cases have resulted in huge damage awards (or settlements) for activities that occurred partially outside the Untied States.  The expansion of 271(f) has not gone unnoticed.  In the last three years, three petitions for certiorari with the US Supreme Court have been filed involving this provision.  The Federal Circuit statutory interpretation has been questioned for inappropriately attempting to interpret the statute according to the technology and industry at issue to effectuate the legislative spirit, rather than the plain meaning of the statute.  Moreover, companies have contended that the Federal Circuit interpretations create bad policy for US Software companies.  As noted in Microsoft’s recent petition for certiorari, the Federal Circuit interpretation “eviscerated the well established ‘right’ of American software companies ‘to compete with an American patent holder in foreign markets,’ thereby exposing those businesses to potentially crippling liability.”
  Beyond the potential monetary exposure, Microsoft has argued that if the Federal Circuit interpretation of the law is unchallenged, it will “undoubtedly compel American software companies to reevaluate decisions to locate their research and development facilities in the United States.”
 Software companies complain that the new interpretations are unfair because overseas manufacturing facilities were built in reliance on the freedom to compete in foreign markets free of liability under United States laws.  Moreover, software companies suggest that without intervention by the Supreme Court, the undue liability could drive software firms out of business altogether, thereby retarding technological progress and imperiling the Untied States position as the global leader in high technology innovation.
  

[add road-map/segue]


Waymark v. Porta – the high water mark for intent

The first case in which the Federal Circuit took a serious interest in discussing the scope of 271(f) arose just a few years ago in the 2001 decision of Waymark v. Porta.  Notably, although the Federal Circuit had previously declined to address liability under 271(f) when raised for the first time on appeal,
 the Waymark panel nonetheless provided a substantial discussion of the provision in reviewing the district court’s ruling on application of 271(f).
   Although the panel suggested that liability might exist under 271(f), the panel stopped short of so holding and instead remanded to the district court for application of the provision based upon the new interpretation.
  

The facts in Waymark bear some semblance to the facts of Deepsouth in that there is a mechanical device involved and the defendant shipped components overseas to be assembled there.  The defendant Waymark tested the components in the United States, but never assembled the entirety of the patented invention within the United States.  However, although there may have been an intent to complete such assembly, the defendant ceased work and returned the components from Mexico after litigation commenced.  The lack of an assembled device that would infringe if it occurred in the United States makes this case fall outside the ambit of 271(f)(1), which was enacted to address Deepsouth directly.  However, 271(f)(2), which was alleged in the case, provides liability where someone supplies a component of a patented invention that is especially made for the invention, and not suitable for substantial non-infringing use where the defendant knows about the special adaptation and intends for combination outside the Untied States in a manner that would infringe if it occurred in the United States.

In interpreting 271(f)(2), the federal circuit reached a radically different result than the district court.  In particular, whereas the district court interpreted the provision to require actual assembly of a product that would infringe, the Waymark panel asserted that the provision “on its face . . . requires that the infringer only intend that such component will be combined.  . . . A party can intend that a shipped component will ultimately be included in an assembled product even if the combination never occurs.”
  Anticipating objection to creating liability under a provision that mirrors contributory infringement, the panel noted that 271(f)(2) does not “incorporate” entirely the doctrine of contributory infringement, which requires direct infringement  to exist.  In particular, the panel noted that although some types of indirect infringement are predicated on direct infringement, 271(f)(2) “does not include language with that meaning.”
  

The panel dismissed the argument that it was impermissibly creating liability for merely attempted patent infringement, contrary to traditional patent norms.
  Rather than dispute whether it was establishing a purely intent-based liability unhinged to some infringement as is typical for patent law, the panel simply noted that “shipping components of an invention abroad without combining them is no more an attempt than offering to sell an invention without actually selling it.”
  However, an offer for sale is explicitly listed as activity that gives rise to infringement under the Patent Act.
  Moreover, the case law is clear that an offer for sale must be involve an offer of a complete embodiment of the invention.  The Waymark panel admitted that infringement without a completed infringing embodiment is “not the norm” but suggested that it is “reasonable” in this particular context.
  The court’s reasonableness conclusion seems to rest on an issue of evidentiary proof.  In particular, the panel stated that requiring actual assembly would “raise the difficult obstacle of proving infringement in foreign countries and pose the appearance of ‘giving extraterritorial effect to United States patent protection.’”
  However, this seems to beg the question – aren’t US patent laws expressly attempting to give extraterritorial effect through 271(f) and (g)?  If so, how is it better to eliminate the traditional requirement of a complete embodiment and rely instead solely on intent?  While intent may arguably be easier to establish, why should patent liability hinge on a state of mind for extraterritorial patent infringement when the backbone of liability has always centered on the existence of the patented invention.  

How did the panel reach a ruling that seems to depart from traditional patent law and policy?  The decision includes all the hallmarks of a statutory interpretation, together with policy results, although whether the panel ultimately reached the correct conclusion on any single of these issues is more debatable.  Nonetheless, a closer analysis of the statutory interpretation here is useful for the overall purpose of determining whether a consistent/uniform approach to extraterritorial patent infringement may be accomplished.

The Waymark panel began with the literal language of the statute, which is well within the standard canons of statutory interpretation.
  While its interpretation is surprising, it is literally correct that the statute does not require actual combination or assembly of components.  However, whether the language suggests that such an assembly occur is more disputable since the language tracks contributory infringement and many probably assumed that some of that law would be incorporated into the analysis.  

An alternative explanation for the Waymark result is that the opinion was informed by themes in Deepsouth that animated the enactment of 271(f).  In particular, regardless of the net decision in Deepsouth, all the justices mentioned the defendant’s intent to maneuver around the patent laws as an issue.
  In addition, the intent to subvert patent laws was raised as a grounds for enacting 271(f).  Waymark can also be seen as a case where judges were influenced by perceived ill intent of the defendant where the defendant ceased its activities after suit was filed and shipped the components back to the United States.  Moreover, where there is perceived ill intent, there may be an inclination towards interpreting the statute to find liability.  Although the Waymark opinion invokes statutory language and legislative history, its policy argument does not hold water.  Why should the law be led by possible problems of proof?  Perhaps a better explanation is that difficulties in proof may seem to hold up better than finding a defendant liable for having ill intent to infringe.

Although the Federal Circuit has not since suggested liability be imposed based on intent alone, Waymark is nonetheless notable in suggesting the important influence of underlying themes of Deepsouth…



Pelligrini – intent alone is not enough


The next Federal Circuit panel to address 271(f), Pellegrini v. Analog Dev ices, seemed to take a step back from the intent-based liability in Waymark, even though Judge Radar was part of the panel in both decisions.
  Liability in Pelligrini was premised under the more frequently invoked 271(f)(1), but a comparative consideration of this with Waymark as well as with subsequent Federal Circuit decisions is useful in considering the overall themes and results of extraterritorial patent provisions.


Although there were allegations of direct infringement and inducement, the only issue before the Federal Circuit was the district court grant of partial summary judgment regarding 271(f).  In particular, the partial summary judgment focused on whether the defendant’s chips infringed if they were made outside the United States and never shipped to or from the United States.  The defendant Analog makes integrated circuit chips, including the ADMC chips at issue in the litigation.  Direct infringement is alleged based upon the combination of ADMC chips and other components in brushless motors that together comprise the patented invention.


Unlike Deepsouth, the alleged components – the ADMC chips – were never manufactured in the United States.  Rather, it is “undisputed” that the chips were exclusively manufactured outside the United States and that most of these chips were sold and shipped to customers outside the United States.  Nonetheless, the plaintiff asserted that because the defendant’s headquarters are located in the United States and instructions for producing the chips “emanate from the United States,” the chips should be considered as having been “supplied or caused to be supplied” from the United States under 271(f)(1).

The court begins with the language of the statute and immediately notes that section 271(f) was enacted in response to Deepsouth to close the loophole and quotes the legislative history that so [states].
  After reiterating the positions of the parties, the panel concludes that  271(f)(1) does not apply.  First, the panel notes that the statute is “clear on its face.”  In particular according to the panel, the statute “applies only where components of a patented invention are physically present in the United States and then either sold or exported . . . to actively induce the combination . . . outside the United States. . . .”  In seeming response to the extensive factual allegations of the plaintiff that the defendant had extensive activities in the United States, including conception, design, development, and sales operations, the panel notes that the “tort of patent infringement occurs where the offending act is committed and not where the injury is felt.”
  According to the panel, 271(f)(1) focuses on the location of the accused components, not the accused infringer, and that the language “clearly contemplates … an intervening sale or exportation; there can be no liability … unless components are shipped from the United States for assembly.”
  Although the language “supplying or causing to be supplied” could be interpreted in line with the plaintiff’s argument that the physical components need not originate from the United States, the panel states that the language “clearly refers to physical supply of components, not simply to the supply of instructions or corporate oversight.”

[Need to reconcile with prior case.  Is court less likely to find liability under (f)(1) where there may be 271(a) and (c)?  Or, is reconciliation not really a possibility?]  

[To be continued…]

� See, e.g., Diamond v. Chakrabarty (1980); Pioneer Hibred; State St; AT&T v. Excel.  But see In re Lundgren; Metabolite.


� See generally [Fed circuit cases on injunction with language about importance of exclusion].


� See infra


� In particular, Congress overruled the Supreme Court’s holding in Deepsouth v. Laitram, which had held a defendant that manufactured and sold all of the components of a patented invention for assembly overseas was beyond the scope of patent laws because the entirety of the invention was not made within the boundaries of the United States.  


� See infra


� Bayer v. Housey.  In particular, the patented process was on a method of screening pharmaceutical compounds to find candidates for further research as potential drug candidates.  This is a vital step in modern drug discovery, from which many drugs evolve through this process.  


� NTP v. RIM; 35 UC 271(a).


� Although the district court found infringement under 271(f) and (g), as well as other provisions of the patent act, the Federal Circuit found 271(F) and (g) not applicable.


� NTP v. RIM; Decca


� For example, the Federal Circuit also made some surprising statements that distinguished “systems” versus “method” claims with respect to different types of liability.


� Or, perhaps, that Microsoft is an unpopular defendant!


� Even without considering the extraterritorial patent provisions, there are signs of judicial unease with the breadth of patentable subject matter generally, as seen in the Supreme Court’s grant of certiorari in Metabolite.  Although the Supreme Court ultimately decided that certiorari was improvidently granted, the lengthy dissent suggested that some justices are uneasy with business method patents.


� [Golden Disk Briefs; Patent Reform stuff]


� [cite 271(f) stuff].  In addition, although proposals to amend 271(g) exist, they are primarily technical amendments to address consistency with the corollary ITC proceeding and are not grounded in any policy-based perspective of extraterritorial application.


� AT&T v. Microsoft.


� AT&T solely addresses 271(f), but not 271(g) or 271(a).


� An alternative theory justifies patents based upon a natural rights approach that has roots in the labor theory of John Locke.  In particular, an inventor who is considered to have put sufficient effort in creating a new invention to share with society is deemed to have earned the reward of a patent.  Although this theory is not commonly expressed as a basis for domestic policy, it inherently underlies international policy.  In particular, efforts to increase the level of patent protection worldwide has been justified as necessary to ensure that US inventors are not deprived of their global just reward.  [does this go here, or maybe in section about international developments??]


� 35 USC 271(a).


� See Bonito Boats, 489 US at 149.


� Kewanee Oil, 416 US at 480.


� See 35 USC 101-103.


� Technically, the lay public need not be in possession of the invention. Rather, the focus is on those who are of skill in the art, i.e. the inventor’s peers.  When evaluating whether a patent is deserved, the PTO considers whether the disclosure would adequately enable someone of skill in the art to make and use the claimed invention.  35 U.S.C. 112.  In addition, the US currently also requires disclosure of the best mode of making and using the invention as part of the social bargain.  Id. 112.  However, the best mode mandate is relatively unique in international law and elimination of this requirement has been proposed to address difficult proof issues involved in establishing a best mode (or lack thereof) during litigation.  See NRC paper; [Patent Reform Bills].


� For patents after 1996, the basic term is twenty years from filing of the application, less the examination time by the PTO, although there are some instances where the term may be extended based upon administrative delay in processing.


� US Const. Art. I, cl. 1, sec. 8.  Of course, since Eldred v. Ashcroft, the idea of “limited times” has been more of a joke since the Supreme Court has deemed it Constitutionally permissible for Congress to extend the copyright term for existing copyrighted works, regardless of the fact that this bonus period does not provide and incentive to existing works.  [cite Eldred; law revs ]


� On the other hand, there is a competing doctrine of “reverse doctrine of equivalents” where a defendant can theoretically avoid liability where the activity is similar to the claimed invention yet reaches such a radically different result that a court deems it unfair to consider the activity to be part of the fruits of a patentee’s reward.


� Aramco, 499 US at 248.


� United States v. Palmer, 16 US 610 (1818).


�	Section-by-Section Analysis of H.R. 6286, Patent Law Amendments Act of 1984, Congressional Record, Oct. 1, 1984, H 10525-26.


�	Actually, there were two patents at issue although both related to devices utilized in the shrimp deveining process.  See Deepsouth, 443 F.2d at 519-20.


�	See Laitram Corp. v. Deepsouth Packing Co., 443 F.2d 928 (5th Cir. 1971).


�	Deepsouth Packing Co, Inc. v. Laitram Corp, 406 U.S. 518 (1972)


� Id. at 524 fn.5.


� Id. at 526 n. 9.


� Id. at 532-33. The dissent quoted approvingly from the Fifth Circuit that to allow Deepsouth to escape liability would: “subvert the Constitutional scheme of promoting the Progress of Science and useful arts, . . .  If this Constitutional protection is to be fully effectuated, it must extend to an infringer who manufactures in the United States and then captures the foreign markets form the patentee.  The Constitutional mandate cannot be limited to just manufacturing and selling within the United States.  The infringer would then be allowed to reap the fruits of the American economy – technology, labor, materials, etc. – but would not be subject to the responsibilities of the American patent allows.” Id. at 534.  


� See, e.g., State Street Bank, AT&T; Pioneer-Hibred.


� See 35 U.S.C. 271(b)-(c).


� See supra note __ and accompanying text; see also 35 U.S. 271(b)-(c) (both requiring direct infringement by another)


� See 271(f)(1) (creating liability for one who supplies substantially all of the components of a patented invention to induce the combination of such components abroad “in a manner that would infringe the patent if such combination occurred within the United States.”); id 271(f)(2) (creating liability for the supply of a component of a patented invention, with the knowledge and intent that combination will occur “outside of the United States in a manner that would infringe the patent if such combination occurred within the United States.”).   


� Compare 271(b)-(c) with 271(f)(1)-(2).  


� Whoever without authority supplies OR causes to be supplied in or from the United States all or a substantial portion of the components of a patented invention, where such components are uncombined in whole or in part, in such manner as to actively induce the combination of such components outside of the United States in a manner that would infringe the patent if such combination occurred within the United States, shall be liable as an infringer.


� 35 U.S.C. 271(f).


�35 U.S.C. 271(f)(1).


� Id.


� The full text of 271(f)(2) provides:  Whoever without authority supplies or causes to be supplied in or from the United States any component of a patented invention that is especially made or especially adapted for use in the invention and not a staple article or commodity of commerce suitable for substantial noninfringing use, where such component is uncombined in whole or in part knowing that such component is so made or adapted and intending that such component will be combined outside of the United States in a manner that would infringe the patent if such combination occurred within the United States, shall be liable as an infringer.  35 U.S.C. 271(f)(2) (emphasis added)


� Id.


� 35 U.S.C. 271(f)(2).  Although liability under 271(f)(2) may on its face appear more complicated, the additional elements, and, in particular, the heightened intent requirement are necessary to ensure liability is proper for the exportation of a mere component of a patented invention, rather than “substantially all” of a patented invention under companion provision 271(f)(1).  In some ways, (f)(2) can be conceived of as a fallback provision when less than “substantially all” of an invention is exported.  However, because the activity level is lowered, the intent level is heightened.


� The only remedy was to seek exclusion of imports through the International Trade Commission.  See 19 U.S.C. 1337(a) (1988); see also Tarriff Act of 1930, Pub. L. No. 76-515 (1930, amended by Omnibus Trade and Competitiveness Act 1342(c) .    


� S. Rep. No. 83 at 36-39; H.R. Rep. No. 60, at 8-11 (finding the lack of damages to be a reason why existing remedies were inadequate).   


� There was no direct infringement in cases where the process was completed entirely outside the United States.  In addition, even if there had been product patents available, direct infringement would still have been avoided because importation of patented products did not become a part of the patent laws until after Congress amended to patent laws to comply with TRIPS in the 1990s.


� See S. Rep. No. 83 at __.


� 35 U.S.C. 271(g)(1).  However, the statutory language technically allows for liability in cases other than importation.  In particular, someone who offers for sale, sells or uses the product made by a patented process may be liable under 271(g) as well, but for a “retail sale of a product” no liability is to ensue unless there is no other infringement remedy available.  Id


� 35 USC 271(g)(1)-(2).


� See, e.g., Standard Havens, 21 USPQ2d 1321 (Fed. Cir. 91) (reviewing appeal of damage award, including sale that allegedly raised a 271(f) issue); W.R. Grace v. Intercat, 60 F.Supp.2d 316 (D. Del. 1999) (discussing 271(f) in the context of damages phase of litigation);  Lubrizol v. Exxon, 696 F.Supp. 302 (N.D. Oh. 1988) (discussion of 271(f) limited to text of injunction order); Corning Glass v. Sumitomo, 683 F.Supp. 81 (S.D.N.Y. 1988) (discussing 271(f) only within the context of whether the injunction had been exceeded); Windsurfing, 668 F.Supp. 812 (SDNY 1987) (arguing applicability of 271(f)(1) and (2) with respect to conduct post-injunction to determine whether defendant evidenced adequate willfulness to increase damage award; court never actually applies the provision and only get as far as to say that it’s reasonable that not within this provision and thus not a ground for willfulness); T.D. Williamson v. Laymon, 723 F.Supp. 587 (N.D. Ok. 1989) (reviewing Special Master’s proposed findings of fact and law on damages, including damages based on export of components outside the United States).


� See, e.g., Rotec v. Mitsubishi, 36 F Supp.2d 810, affmd 215 F.3d 1246 (Fed. Cir. 2000) (primarily arguing that the defendant infringed under 271(a) based on its offer to sell a patented invention within the United States).  The allegations in Rotec were so weak that the district court characterized the efforts as “attempt to make an issue regarding whether Defendants originally intended that some components were to be manufactured in the United States, apparently arguing that this would be a violation of 271(f).”  Id. at 815.  For example, in Freedom Wireless, the patent owner only alleged direct infringement of a wireless phone system against a Canadian defendant, while the court noted that although there was no such direct infringement there may be liability under (f)(2). Freedom Wireless, __ F. Supp. __ (D. Mass. 2002) (denying SJ of infringement under 271(a)).  However, the   court declined to actually discuss such liability because the plaintiff did not allege it.  Id. at __.


� Microsoft Petition for Certiorari at 11 (quoting Deepsouth)(citation omitted).


� Id. at 12.  Similarly, Microsoft asserts that the Federal Circuit decisions impose a “penalty (in the form of a massively enhanced litigation risk) on the location of software research and development facilities in the United States.” Id. at 20.


� Id. at 20.


� See, e.g., Southwest Software (Fed. Cir. 2000)(declining to address whether 271(f) encompassed method claims because it was raised for the first time on appeal).


� In particular, the 271(f)(2) allegation only arose in the plaintiff’s request for reconsideration after the district court had granted the defendant’s motion for summary judgment of noninfringement.  


� Waymark v. Porta, 245 F3d 1364 (Fed Cir 2001)(opinion authored by Rader for Judges Rader, Plager and Dyk).


� 271(f)(2).


� Waymark, 245 F3d at 1367-68.


� Id. 1368.


� Id. at 1368.


� Id. at 1368.


� 35 USC 271(f).


� Id.  at 1368.  


� Id. 1368.


� The panel also dutifully referred to the legislative history, but notes that it does not address whether actual assembly is required.  


� Indeed, the dissenting justices in Deepsouth seemed heavily influenced by ill intent in arguing for liability that went beyond the literal scope of the infringement statute.  


� Pelligrini, 375 F3d 1113.


� Id. 15.


� Id. at 1113.  that allowed unauthorized manufacturers of patented products to avoid liability . . . under the then-existing law by manufacturing the unassembled components in the United States for assembly outside the United States.  


� Id. 1113.


� Id. at 1117.


� Id. at 1118.





�I THINK THIS IS A BIG IMPROVEMENT AND WILL GET READERS INTERESTED RIGHT OFF THE BAT. AFTER GOING OVER THE THREE TYPES OF INFRINGEMENT, YOU CASN THEN RETURN TO THE BIG ISSUES OF POLICIES BEHIND EXTRATERRITORIALITY AND WAYS TO GO FORWARD. LOOK FORWARD TO READING MORE.


�Confusing? Difficult? Unresolved?


�You might also want to say something about the traditionally national aspect of patent laws. Maybe that national character is having a hard time adapting to new technologies.


�May want to include the decade this occurred to show that’s its way in the past.


�I don’t think it’s confusing. It’s well placed. Inserting the decade may better give the impression of a timeline.


�This is a much more effective explanation.


�This clause about judicial unease is slightly unclear.


�Might be good to make this a new paragraph.


�Maybe this can be added to the last sentence from the previous paragraph.





PAGE  
17
WORKING DRAFT – PLEASE DO NOT COPY OR CITE WITHOUT PERMISSION


