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COMPETITION, PATENTS AND INNOVATION 
 

-- Note by the United States -- 

1. Introduction 

1. In Octob e r 2006, the U.S. Federa l Trade Commi s s i o n (“FT C”) and U.S. Departme n t of J ust ic e 
submi t t e d a Note to the OECD Roun d t a bl e on Compe ti ti o n, Paten t s, and Inno va t i o n that disc us s es the 
rela ti o n s hi p betw e e n pate nt poli c y and compe t i ti o n poli c y in promo t i n g inno va t i on, the role of compe t it ion 
polic y in promo t i n g refo rms with i n the pate nt syst em, deve l o p me n t s and propo s a ls for chan ge s to the 
pate nt syst e m in the Unit ed State s, and consi d e ra ti o ns whe n for mu l at i n g anti tr us t poli c y invol vi n g pat e nt 
and innova t i on issu es.  This Note descr ib e s key polic y deve l o p me n t s betw e en Octo b e r 2006 and May 2009 
and prese nt s some backgr o u n d on the recent l y conc l u d ed FT C Heari n gs on the Evolvi n g Inte l le c tu al 
Prop er t y Marke t pl a ce (“2009 FTC Heari n gs ”). 1  The FT C will prepa re a public repo r t refl e ct in g what it has 
lear n e d from thes e heari n gs.    

2. Recent Developments and Proposals for Changes to the Patent System in the United States 

2.1 Supreme Court Litigation   

2. Signi f ic a nt U.S. appel l at e decis i o ns were amon g the most impo r t a n t pate nt polic y deve l o p me n t s 
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person of ord i na r y ski l l in the art to combi n e the el eme n t s fou n d in the prio r art to creat e the clai me d 
inve n t io n.  

4. In KSR, the Supr e me Cou r t rej e ct e d the Feder al Ci rc u it ’ s app li c at i on of this test, calli n g it a 
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patent ee to exte n d its right s thro u gh cont ra ct u al rest ri ct i on s afte r a prod u ct embo d yi n g its pate nt ed 
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author it y, woul d have limi t e d proc e e di n gs in the PT O by requ i ri n g appli c ant s, afte r they have recei ve d two 
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releva n c e of the refe r en c e and pay a fee to defr a y PT O expe n se s.  This provi si o n is inten d e d to impr o ve the 
quali t y of pate n ts by givi n g exami n e r s grea te r acce s s to prior art when deci di n g paten t abil it y and has the 
adde d benef it of disc o ur a gin g frivo l o u s submi s si o n s. 

15. In addi t i o n, both bill s woul d chan ge the way in whic h di str ic t court s calcu l at e reas o na b le 
roya l ti e s in pate nt inf ri n ge me n t acti o n s.  At this stage, it is too earl y to know whic h legi sl at i ve pro p os a l, if 
any, will be enac te d, and thus it is too earl y to predi ct the effe ct s of the legi sl a ti o n on inno va ti o n. 
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3.2 Patent Hold-ups Involving SSOs  

20. In rece n t year s the FT C has acti ve l y purs u e d alle ge d antic o mpe t i ti ve “hol d-ups” by pate nt e es that 
obtai n e d mono p o l y powe r as part of a coll a bo r at i ve stan d a rd-sett i n g proc e ss.  In 2006, the FT C ruled that 
the techn o l o gy firm Ramb u s antic o mpe t it i ve l y obt ai n e d monop o l y power over cert a in compu t er chip 
tech nol o gi es by misl ea d i ng an SSO as to its paten t
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23. In 2009, the FT C chall e n ge d such an agre e me n t betwee n Solva y Phar ma c e u t ic a ls, Inc., the make r 
of Andro G el, and two gener ic drug manuf a c tu r er s in
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27. The Depar t me n t anal yze d the pate n t pool in g arra n ge me n t unde r the rule of reas o n, exami n i n g 
both the pool’ s expe ct e d compe t i t i ve bene fit s and its pote nt ia l to rest ra i n compe t it io n.  It foun d that the 
prop o se d lice ns i n g arra n ge me n t was “rea s o na b l y like ly to yiel d some tangi b l e cost savi n gs by li mi t i n g the 
threa t of hold up and royal t y stac ki n g and by lowe r i n g tran s ac ti o n costs,” even thou gh it like l y will not 
offer a lice ns e to all essen tia l UHF RFID pate n t s. 39  

28. The Depar t me n t al so found that the Cons or ti u m plann e d to impl e me n t a numb e r of safe guar d s 
that woul d reduc e conc e r ns about the abil it y of the pool ’s lice n si n g progr a m to harm compe t i ti o n.  Firs t, 
the Cons or ti u m will remo v e pate nt s from the pool that have been foun d inva li d or unen f o rc e ab l e.  Secon d, 
the Cons o rt i u m is like l y to excl u de subs ti t ut e paten t s, i.e., those that cove r compe t i n g techn o l o gi es, 
beca us e it inte n d s to incl u de in the pool licen s e onl y pate nt s that are esse n ti al to the UHF RFID stan d a r d.  
Inclu d i n g subs ti tut e pate nts in the pool coul d permi t the pric e of such tech n ologi e s to rise.  Thir d, the 
Cons ort i um’ s commi t me nt to licens e it s esse nti al pat e nt s on RAND ter ms means that pot e nt ia l downs tr e a m 
compe t i t or s of Conso rt i u m me mbe r s wil l be able to acces s the tec h nol o gy for use s compl i a nt wi th the 
stan da r d.  Fourt h, using an indep en d e nt li ce ns i n g ad mi n i s t ra t or will precl u d e the Cons o rti u m’ s me mbe r s 
from acce s si n g conf i de n ti al busi ne s s infor ma t i o n of the Cons o rt i u m’ s li ce ns e es.  Fina l l y, the gran t ba c k 
requi r e me n t impo s e d on lice n s e es was narro wl y tailo re d, requi ri n g them to gran t back to the Conso rt i u m a 
none x cl u si ve right to lice n se only pate nt s that are essen t ia l to the stan da r d. 40  

3.5 Ex Ante Licensing within Standard-Setting Organizations 

29. In Octo b e r 2006, the Depa r t me n t issue d a busin e ss revi e w lett e r to the VMEbu s Inte r n a ti o na l 
Trad e Assoc i at io n (“VIT A”) stat ing that it does not pres entl y inte n d to chal le n ge VIT A’ s prop o se d pate nt 
pol icy for its standar d-set ti ng acti vi ti e s.  Under th e ter ms of the proposed po li cy, patent hol ders will 
dec la r e thei r own mos t restr i ct i ve li c e ns i n g ter ms, m ean i n g that the poli c y has the pote nt i al to decre a se the 
price of lice n se s for use unde r the stan da r d if pate nt  hold er s compe t e to increa s e the chanc e that their 
pate nt e d tech n ol o gy woul d be selec te d by the worki n g grou p setti n g the stan d a r d.  The Depa rt me n t 
conc lu d e d that the polic y woul d pres er ve the benef its of compe t i ti o n betw ee n alte r na ti ve tech n o lo gi e s, 
helpi n g VIT A to avoi d hold up and to impr o ve its decis i o n maki n g by broa d e n i n g the basi s on whic h 
worki n g grou p me mbe r s deci d e whic h tech n ol o gi e s to incl u d e in its stan d ar d s. 41  

30. The Depar t me n t also conclu d e d that the poli c y’ s proh ib i ti o n on joint negot ia ti o n or discu s si o n of 
lice n si n g terms amon g the worki n g grou p me mbe r s (or with  thir d part ie s) mean t that the price of lice n s es 
woul d not be anti co mp e t it i ve l y depre s se d by the conc e rt e d acti on of worki ng grou p me mbe r s.  The 
Depa rt me n t note d that it like l y woul d eval u at e any antit r us t conc e rn s about such negot ia ti o n s or 
disc us si o n s under the rule of reas o n becau s e such acti on s coul d be proc o mp e t it i ve.   

31. Pursu an t to the VIT A polic y, actua l li ce ns i n g terms will conti n u e to be dete r mi n e d bilat e ra ll y 
betwe en the paten t holde r and each poten ti a l li cen s ee, subj e ct to the cap decl ar e d by the pate nt holder 
duri n g the stan da r d-setti n g proc es s.  If SSO me mbe r s use the pate nt polic y proc ed u r e s to fix the pric es of 
downs tr e a m prod uc ts, or if patent holde rs decid e to rig thei r decla r at io n s of most restr i cti ve li ce ns i n g terms 
the Depa rt me n t woul d not hesit at e to chall e n ge such acti vit i es as per se ille ga l. 

32. After the Depa rt me n t issue d it s busi n es s revi e w lett e r to VIT A, the Depar t me n t rece i ve d a 
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consume r s and their use of econ o mi c anal ys i s in dete r mi n i n g reme d i e s.  The thir d pane l asses s e d lega l 
doctr i ne s that affec t the valu e and lice ns i n g of pate n ts, such as holdi n gs in rece nt Supr e me Cour t case s and 
doctr i ne s that make the scop e and enfo rc e me n t of pate nt s unpr e di ct a bl e. The thir d panel al so cons i de r ed 
whet h er the notic e funct i o n of pate nt s opera t es to suppo r t an effi c ie n t marke t p l a ce. 

37. The second sessio n of the 2009 FTC Hearin gs a ddr es se d reme d i e s for pate n t infr inge me n t. 45  The 
Febr u ar y 11 heari n g addr es s e d pate nt dama ge s, inclu d i n g the stan d a rds that gove r n the asse s s me n t of 
dama ge s, the appl i ca ti o n of thes e st an d ar d s in court pr oc e e di n gs, and the impa c t of the resu lti n g awar d s on 


