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 Let’s talk about the thing that no respectable teenager, college student, law student – or 
for that matter, law professor – can live without:  the Smartphone.  We email and text with it, and 
use it to communicate with friends on social networks.  We take class notes with it, write our 
papers with it, and generally employ it as a mobile computer work station.  We navigate around 
town and in our car with it.  We watch movies and TV on it.  We read books with it.  We locate 
our child with it.  We play video games with it.  We bank with it, and pay bills with it.  And let 
us not forget:  we can even make phone calls with it!   

Smartphones are not one device – they are multiple devices wrapped into one sleek unit.  
They are the Swiss Army knife of our modern age:  a collection of services and functions in one 
handy package that slips right into our pocket.  If it only had a corkscrew on the side, it would be 
perfect. 

 And who knows, even that might come standard on the iPhone 6.   

As consumers, we are delighted with each new, faster, sleeker smartphone that comes 
out.  We thrill to each new app we discover, especially if it involves catapulting birds or slicing 
up fruit, ninja style.  We cherish the creativity and innovation in this remarkable sector, and we 
reward it with a good portion of our disposable income. 

 So not surprisingly, the technology built into smartphones lies at the heart of many 
current patent disputes.  Thousands of patents govern the technology in each smartphone – some 
have estimated that the number is arguably as high as 250,000.1  In order for smartphones to 
work, and allow consumers to communicate seamlessly with each other, many of their functions 
must be standardized.  For example, the wireless networks that most of our smart phones use are 
governed by standards set by the International Mobile Telecommunication Union, including the 
3G and 4G wireless networks.  Standards ensure that certain measures of reliability and speed are 
met.   

And because many of the standards are governed by patents owned by different 
companies, firms must license and cross-license with each other.  Some of the biggest high-tech 
companies are keenly interested in how their own patented technology, as well as the patented 
technology of their competitors and partners, is standardized and shared to build today’s 
smartphones.  And needless to say, the incentive to game the patent system to get a leg up on 
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 Welcome to the patent wars!  Where the stakes are high, and the impact on consumers is 
potentially enormous. 

 And although the final battle has not yet been fought nor the victor crowned, I believe 
that – with effective application of intellectual property law and robust enforcement of our 
competition law – we can ensure that high-tech innovation does not become collateral damage in 
this war.  Both patent law and competition law are designed to protect incentives for 
entrepreneurs to bring new and better products, technologies, and services to market more 
efficiently and provide them to 
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notice of the scope of a patent undermines these benefits, because potential licensees can’t find 
relevant patents, and companies may hesitate to invest in technology where the scope of their 
competitors’ patents is unclear.  Poor notice also can distort competition by forcing firms to 
invest in new products without full knowledge of the cost and availability of different 
technologies.4   

And at the back end, we addressed the need for patent remedies to align compensation to 
patent holders with the economic value of their patented inventions.  It is obvious how damages 
that under-compensate patent holders for infringement can deter innovation.  But 
overcompensation can be equally harmful, leading to higher prices and encouraging speculation 
in patent rights, which also deters innovation.  We recommended that courts cap reasonable 
royalty damages at the amount a willing licensee would pay, which can be determined by the 
value of the invention over alternative technologies.5  We also recommended that courts 
incorporate into their injunction analysis concerns about the effect that an injunction may have 
on a patent holder’s ability to obtain royalties exceeding the economic value of an invention – 
what we call “patent hold-up.”6   

Both the Supreme Court and Congress adopted several of our policy recommendations.  
In KSR v. Teleflex,7 the Supreme Court broadened the standard for invalidating patents on 
obviousness grounds.  The Court found the prior test for obviousness – the “suggestion” test – 
was a “rigid rule that limits the obviousness inquiry,”8 noting that “the results of ordinary 
innovation are not the subject of exclusive rights under the patent laws.  Were it otherwise, 
patents might stifle, rather than promote, the progress of useful arts.”9   

And in eBay v. MercExchange,10 the Supreme Court addressed whether patent holders 
seeking permanent injunctions against patent infringers are required to satisfy the traditional 
standard for injunctions.11  Federal courts had not been applying this test in patent infringement 
cases, resulting in virtually automatic injunctive relief barring the infringer from using the 
patented technology.  But in eBay, the Supreme Court said federal courts must use the traditional 

                                                            
4 To avoid those problems, we recommended enhancing the patent examination record to assist potential competitors 
more easily interpret the scope of patent claims.  2011 IP Report, supra note 3, at 14.  We also recommended that 
administrative and judicial review of patent applications incorporate more full considerations of competitors’ ability 
to predict the breadth of claims from their written descriptions.  Id. at 15. 
 
5 2011 IP Report, supra note 3, at 20-21. 
 
6 Id. at 27-30. 
 
7 550 U.S. 398, 415 (2007). 
 
8 Id. at 419. 
 
9 Id. at 427. 
 
10 547 U.S. 338, 394 (2006). 
 
11 The traditional test requires a plaintiff to demonstrate that (1) it suffered an irreparable injury; (2) remedies at law 
are inadequate to compensate for that injury; (3) an injunction is warranted in light of the balance of hardships 
between the plaintiff and the defendant; and (4) the public interest would not be disserved by a permanent 
injunction.   
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test before they can impose an injunction order, thereby requiring case-by-case application of 
traditional equitable principles, including requiring proof of the patent holder’s irreparable harm 
and the inadequacy of money damages.12  Justice Kennedy cited our 2003 Intellectual Property 
Report in his eBay concurrence, noting that firms primarily engaged in IP licensing can use the 
threat of injunctive relief to demand higher royalties or more costly licensing terms after the 
standard is implemented than they could have before their IP was included in the standard.   

Congress’s 2011 Patent Reform Bill, known as the America Invents Act, also adopted 
several of our policy recommendations.  Most notably, the America Invents Act incorporates a 
new post-grant review process that will provide a less expensive means – one that is short of 
litigation – to allow third party challenges to trivial or overbroad patents.1314   

Now let’s turn to the FTC’s enforcement actions.  Some of our law enforcement efforts 
focus on abuse of patent rights by high-tech firms in the standard-setting process.  And like our 
other work in this space, our efforts here have been bipartisan, beginning 16 years ago in the Dell 
Computer matter,15 brought during the Clinton administration, and continuing through the 
Rambus16 and N-Data cases,17 both brought during the Bush administration.  We have focused 
our energy on standard setting in the high-tech sector because of its enormous value to 
consumers, ensuring devices within a system will work together and communicate with each 
other in standardized, predictable ways.  Just as critically, standard setting holds potential for 
patent holders to abuse the process by manipulating the standard-setting process or improperly 
using the resulting standard to gain an advantage over rivals.  If a patent covering a particular 
technology becomes incorporated into an industry standard through abusive tactics – like 
deceptively failing to disclose a relevant patent to the standard-setting organization –  the 
technology may gain unfair market power once the standard is established, and companies find it 
too expensive to switch.  Our Dell Computer, Rambus, and N-Data cases were all founded on 
concerns about abuse in the standard-setting process, and its effect on competition. 

More recently we have delved into the ongoing debate over appropriate remedies in 
licensing disputes involving standard essential patents (SEPs), where the patent holder has 
                                                            
12 547 U.S. at 394. 
 
13 Leahy-Smith America Invents Act, Pub. L. No. 112-29 Ch. 29 125 Stat. 305, 305-313.  Congressman Smith 
described our 2003 IP Report as an “authoritative report on patent reform” in his 2011 report on the AIA.  See 
Report on the America Invents Act, H.R. Rep. No. 112-98, pt. 1 (2011), available at 
http://www.gpo.gov/fdsys/pkg/CRPT-112hrpt98/pdf/CRPT-112hrpt98-pt1.pdf. 

14 The National Academies of Science issued a patent report in 2004, not long after the FTC’s 2003 IP Report, 
making numerous similar recommendations, including our recommendation to broaden the ability to invalidate 
patents for obviousness.  National Research Council of the National Academies, A Patent System for the 21st 
Century (2004), available at http://www.nap.edu/html/patentsystem/0309089107.pdf. 
 
15 In the Matter of Dell Computer Corporation, FTC Docket No. C-3568, June 17, 1996, available at 
http://www.ftc.gov/opa/1996/06/dell2.shtm. 
 
16 In the Matter of Rambus Incorporated, FTC Docket No. 9302, May 14, 2009, available at 
http://www.ftc.gov/opa/2009/05/rambus.shtm. 
 
17
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agreed to license the technology on “fair, reasonable, and non-discriminatory” terms, also known 
as FRAND.18  The central question is whether -- in the context of a dispute with licensees over 
how much the license should cost -- holders of standard essential patents who have promised to 
license their technology on FRAND terms should also be able to obtain an injunction through the 
courts or the International Trade Commission (ITC) against potential licensees, which would bar 
them from using the FRAND-encumbered standard essential patent. 

The Federal Trade Commission is concerned that seeking an injunction or an exclusion 
order for a standard essential patent is in tension with the patent holder’s FRAND commitment, 
especially when there is a licensee willing to negotiate a license on FRAND terms.  This problem 
is aggravated in cases seeking an exclusion order brought before the ITC.  Use of the ITC as a 
venue for patent challenges has tripled in the last ten years.19  Under the Supreme Court’s 
equitable analysis in eBay, FRAND-encumbered standard essential patent holders may have a 
tough time in federal court demonstrating that money damages are inadequate, because they have 
already committed to license their intellectual property on FRAND terms.  But the ITC is not 
required to follow eBay, and so use of the ITC as a venue for patent challenges threatens to 
undermine the procompetitive aspects of the eBay decision, and potentially turn the ITC into a 
forum for patent hold-up.   

The ITC invited comment on this issue in June, in the cases that Motorola 
Mobility/Google brought against Apple and Microsoft, where Motorola Mobility and Google 
sought exclusion orders for infringement of their FRAND-encumbered standard essential 
patents.  The FTC told the ITC that FRAND-encumbered standard essential patents present 
considerably different issues than patents that are not encumbered by a commitment to license.20  
We pointed out that the ITC has authority to consider the “public interest” in a case where a 
patent holder seeks an exclusion order.21  Under this authority, we believe the ITC should 

                                                            
18 Prior to the adoption of a standard, alternative technologies compete to be included in the standard, on the basis of 
features, quality, or price.  Standard setting organization members often require SEP holders to license on FRAND 
terms as a quid pro quo
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consider concerns about patent hold-up in fashioning remedies relating to FRAND-encumbered 
standard essential patents, to ensure that the remedies do not conflict with the public interest.   

We proposed to the ITC that it could impose a range of alternative remedies that would 
be consistent with public interest considerations.  For example, the ITC could find that the public 
interest requires denial of an exclusion order if the holder of the FRAND-encumbered standard 
essential patent has not negotiated with potential licensees in good faith.22   

As Judge Posner put it in a recent federal court case, “I don’t see how, given FRAND, I 
would be justified in enjoining Apple from infringing the … [patent] unless Apple refuses to pay 
a royalty that meets the FRAND requirement.”  He continued, “[b]y committing to license its 
patents on FRAND terms, Motorola committed to license the … [patent] to anyone willing to 


